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Report 

of the Audit Committee of the Bulgarian-American Credit Bank AD 

to the regular Annual General Meeting of the Shareholders for 2013 

March 21, 2014 

 
 The primary role of the Audit Committee of Bulgarian-American Credit Bank is to be a key force in 
protecting the interests of the shareholders by exercising an informed oversight over the quality and 
effectiveness of the Bank’s financial reporting, risk management and internal control systems and 
reporting the results to the Supervisory Board and the General Meeting of shareholders of the Bank.  
 
The Audit Committee has been created to perform the functions as set out in the Independent Financial 
Audit Act. The General Meeting of the Shareholders appoints the number and the term of office of the 
Audit Committee members according article 50a from the Statute of BACB (approved by the AGM on 
16.01.2006, amended on 18.04.2007, 22.04.2008, 29.04.2009, 16.09.2009, and 05.07.2011). According 
to the last resolution of the General Meeting of shareholders the Audit Committee consists of three 
members of the Supervisory Board and one member independent from the Supervisory Board. The 
Audit Committee members are elected for a term of office of up to 3 years. On April 25, 2012 the 
General Meeting of shareholders reelected all Audit Committee members for new 3 years term of 
office.  
 
The Audit Committee’s functions, membership terms, roles, responsibilities and committee procedures 
are governed by its Terms of Reference, approved by the Audit Committee on 20.05.2009 and amended 
by the Audit Committee on 14.09.2011.  
 
The Committee performed its responsibilities according to the agenda approved by its Chairman for 
each meeting and in a manner which allows the oversight of the effectiveness of internal control 
systems framework and assure the management of all identified risk.  
 
A total of 4 Audit Committee meetings were held in 2013. Fixed agenda items of the Audit Committee 
meetings included review of matters arising from previous meetings, quarterly internal audit reports, 
financial statements and significant financial reporting judgments, reports reviewing the key risks for 
the bank, compliance with applicable regulations, whistle blowing as per the Ethic statements of the 
Bank. Appropriate employees of the Bank attended the Audit Committee meetings to present specific 
issues of internal control and risk management. Minutes of each meeting were prepared, circulated and 
approved by the Committee members. The Chairman of the Audit Committee reported any significant 
issues arising during the meetings to the Supervisory Board.  
 
Over the last year the Audit Committee fulfilled the following functions:  
 

 Overseeing of the quality and integrity of the accounting policies, financial statements and 
disclosure practices. Monitoring of the financial reporting process in the Bank.  

 
The Audit Committee reviewed the preliminary year-end financial statements for the year 2012 
and recommended to the Supervisory Board to present them for approval to the General 
Meeting of Shareholders, the accounting policy, the internal control systems, compliance with 
applicable accounting standards, 2 adequacy of loan loss provisions, quality of disclosures, 
possible effects from changes in regulatory, supervisory or statutory arrangements, as well as 
matters drawn to the attention of the Committee by the external auditor. 
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The Committee held meetings with the external auditors and reviewed the scope of the audit 
engagement, the key areas and the quality and sufficiency of the disclosures included in the 
financial statements for 2012.  
The Audit Committee also performed detailed ongoing monitoring of the capital adequacy and 
liquidity position of the Bank and its subsidiaries, including a review of the methodology and 
the assumptions used.  

 
 Monitoring of the performance, independence and objectivity of the external auditors  

 
During year the Audit Committee monitored the performance and relationship with the external 
auditors by reviewing their general approach, nature and scope of audit and reporting 
obligations, fee levels for the performed engagement, the selection process of the auditors, their 
independence and objectivity and the effectiveness of the audit process. On that base, 
considering the proposal of the Management Board and the signed three years agreement, the 
Audit Committee recommended to the Supervisory Board Deloitte Audit as auditor for external 
financial audits of BACB to perform the external financial audit for 2013.  
The Audit committee also reviewed the recommendations provided in the external auditor’s 
management letter and ensured that timely response is provided to the financial reporting and 
control issues raised.  
The Committee held meetings with the external auditors without the Management being 
present and discussed their independence and objectivity and the effectiveness of the audit 
process.  
 

 Monitoring the performance and independence of the internal auditors  
 

Throughout the year the Committee monitored the scope, nature, effectiveness and quality of 
the internal audit function, including the position in the Bank and the chain of command and 
ensured that restrictions had not been placed on the internal audit with respect to exercising its 
duties.  
In order to assure the credibility of the internal audit activities at each Audit Committee 
meeting the Committee reviewed identified major audit issues and recommendations made, 
along with respective actions taken or planned by management. Also, the Audit Committee 
reviewed the approach and the methodology for preparation of the annual internal audit plan 
and recommended to the Supervisory Board to approve the plan for the year 2014.  
The Audit Committee was informed about the status of the Audit plan and the individual audit 
engagements by monthly reports prepared by the Head of the Internal Audit.  
The Audit Committee held private dialogues with the Head of Internal Audit, without the 
Management being present and discussed the Internal Audit function, compliance and 
effectiveness, and quality of the internal audit function, internal control systems in the Bank 
and the relationship between the Internal Audit and the Management.  
 

 Monitoring of the Bank’s risk management systems and the effectiveness of the system of 
internal control  
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As part of the monitoring of the risk management systems, the Committee received from 
management high level information summarizing the main features of the Bank’s risk 
management processes and internal control system, target levels and risk limits and the internal 
controls corresponding to them. Periodic reports were reviewed concerning specific issues of 
significant internal controls and risk management, fraud detection and prevention measures, 
legal actions threatened and pending, contingency planning measures and other.  
The Audit Committee held meeting with the Head of Risk Management Department 
independently from the bank Management and discussed the efficiency and the adequacy of 
risk management, internal control systems in the Bank and the relationship between Risk 
Management Department and the bank Management.  
The Audit Committee held meeting with the Head of Lending Department independently from 
the bank Management and discussed the efficiency and the adequacy of credit risk 
management, internal control systems in Lending Department and the relationship between 
Lending Department and the bank Management.  

 
 Overseeing of compliance with the relevant laws and regulations and conduct of business rules  

 
The Audit Committee reviewed arrangements established by management for compliance with 
regulatory and financial reporting requirements, as well the measures in relation with the 
findings in regulatory examination reports. At each Committee meeting the Committee 
required from the Management reports on key compliance issues.  
The Audit Committee held meeting with the Head of Legal Department independently from the 
bank Management and discussed compliance issues, the efficiency and the adequacy of legal 
risk management, internal control systems in Legal Department and the relationship between 
Legal Department and the bank Management.  

 
In the course of its work the Audit Committee encouraged adherence to established policies and 
procedures, ethical standards and compliance with laws and regulations. As part of that activity the 
Committee reviewed the measures, established by the management in order to ensure that the 
employees may share in confidence their concerns in relation with potential improprieties in financial 
reporting and other matters. The Chairman of the Audit Committee is the contact person in the ‘whistle 
blowing’ policy to whom employees may directly address concerns in case of possible improprieties in 
financial reporting, the operations, compliance or other corporate matters.  
 
The Audit Committee confirms to the Supervisory Board and the General Meeting of BACB 
shareholders that during 2013 it has operated in line with its Terms of reference and the requirements 
of the Independent Financial Audit Act. During the year there were no matters on which agreement 
could not be reached between the Committee members.  
 
The Audit committee confirms that during the year the Committee received sufficient, reliable and 
timely information from the Management which supports its activities and responsibilities.  
 

 

Martin Ganev 

Chairman of the Audit Committee 

Bulgarian-American Credit Bank AD 
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