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Oruer
Ha OamrHus KoMuTeT HA Brarapo-Amepukancka Kpeaurna Banka AJl
npex peqoBroTo rogumao O6mo cLopanus Ha akgHoHepATe Ha Bankarta 3a 2013 rognua

11 mapt 2014 r.

OcHoBHata GyHkums Ha OJUTHHS KOMHTET Ha bBenrapo-Amepuxancka KpeautHa banka ¢ na
3aIIUTABA MHTEPECHTE Ha akIMOHepuTe upe3 HH(popMMpaHo HabMOACHHE Ha KaueCTBOTO U
eekTHBHOCTTA HA (PUHAHCOBATA OTUETHOCT, YNPABJEHHETO HA PUCKA M CHCTEMMTE 3a BETPEIICH
KOHTpOJI U Ja JoKmajaBa pesynrature Ha Hapzopuus CeeeT 0 O0moTo crbpaHHe Ha aKIHOHEPHTE
Ha bankara.
OputHuaT KOMHTET € yupefeH W M3MBIHARE (DYHKLHMTE CH B CHOTBCTCTBHC ¢ H3UCKBAHUATA HA
3akoHa 3a HezaBucHMus QuiaHcoB oauT. [ogumuoTo O61i0 chOpanre Ha aKLMOHEPUTE ONpPEACTA
Opos ¥ MaHaaTa Ha 4yneHoBete Ha ONUTHUS KOMMTET ChriacHO 4ieH 50a na Ycrasa Ha Buarapo
AMepuKaHcKa KpeautHa Ganxa (npueT no pemeHue Ha OO6moro cwubpaHde Ha aKIHOHEPHTE
(,O0wo Cubpanne™) ot 16.01.2006r., uzm. no pemenne Ha ObmoTo cebpanue ot 18.04.2007r.,
petenue Ha ObwoTo cebpanue ot 22.04.2008r., pemenne Ha O0moTo cxdpanme ot 29.04.2009r.,
pewenne Ha O6moro cnOpaude ot 16.09.2009r, u pewenue Ha OO6utoro cubpaHHE OT
05.07.2011r.). CrrnacHo nmocnenHoto perienne Ha OCA, OAUTHHAT KOMHTET CE ChCTOM OT TpUMa
unexoBe Ha Hapsopuust CeBer M ¢auH 4ieH, He3aBHcuM oT Hapsoprus Cweer, Unenosere na
komMuteTa ce H3bupaT ¢ madgar ot 3 rogunu. Ha 25.04.2012 r. Ob6morto cubpaHue Ha
aKIHOHEPUTE Npen30pa BCHUKH uneHoBe Ha OUTHUA KOMUTET 32 HOB TPUIOJKIICH MaHar.
[NpaBunata 3a nedioctTa Ha ONMTHUA KOMHTET, IIPHETH ¢ peiieHHE Ha OIMTHHUA KOMUTCT Ha
sacefanve or 20 Mait 2009r. u usmeHenu ¢ pewrenue Ha OpurHUg komuteT oT 14.09.2011r,
ONPENENnIT OpraHH3auATa, (PYHKIMOHMPAHETO, YCJAOBHATA 334  WICHCTBO, 3aJauHTE,
OTrOBOPHOCTHTE M NMpPOLIAYpUTE 3a paboTa Ha KOMHTETa
KOMUTETHT U3MBNHIBALLE 33 IBIKEHUATA CH Bb3 OcHora Ha ofobpen ot [lpencenarens My jHeseH
pell 3a BCAKO OT 3acefaHHATA My IO HauMH, MO3BoNABall Aa HaOmopgaea e(EeKTMBHOCTTA Ha
paMKaTa OT CHCTEMM 3a BBTPElICH KOHTPON M Aa CIeOd H II0Jy4aBa YBEPEHOCT OTHOCHO
YNpaBieHHETO Ha MASHTHOHLIMPAHUTE PUCKOBE.
OOHTHHUAT KOMHTET NPOReAe 4 peIoRHH 3acefanus npes 2013 roauna. B gueBHud pef Ha BCAKO OT
3aCeJaHHATa €€ BKIIOYBAaXa [MperleIH Ha IIOCTABEHH BRIIPOCH OT MPENHIIHM 3acelaHud,
TPUMECCHYHUTE JIOKNQJH HAa BBTPELUIHHS OIMT, (MHAHCOBMTE OTYETH Ha OaHKAaTa M BBIPOCH,
CBLP3aHU ¢ TAX, JOKJIAIH 3a CBINECTBEHMTE 32 HaHKaTa PUCKOBE, CIA3BaHC Ha MPHIIOXKMMWTE
3AKOHOBH pasnopeiidM M Mperiiel, Ha MOMYYeHH CHTHalIM chrAacHo ETWdHaTa nonuruka Ha
Oankata, Ha 3acepanmsara Ha OQUTHHS KOMMTET IPUCECTBaXa OTTOBOPHU CAYKUTERU B OGaHKaTa
Mo crenddUIHE BBIIPOCH N0 CUCTEMHTE 33 BHTPELIEH KOHTPOJ U YIIpaBjeHHE Ha PUCKOBETE. 3a
BCAKO OT 3aCEJaHMATA €4 H3TOTBEHM MPOTOKONH, KOHTO Ca IPEAOCTaBeHH M ojofpenu oT
yneHorere Ha Komuteta. [pencenarenst Ha OpurHUS KOMUTET € JoKIaasan Ha HaxzopHus ceBet
Ha BAKDB 1o BCHUKH CRITIECTBREHH BBOPOCH OT 3acEAAHHATA HA KOMHATETA.
IMpes usmuHanara rogusa OgUTHAAT KOMHTET € U3NBIHABATR ClefHUTE QyHKIMH:

»  Habriodenue wHa wxauecmeomo Ha CHEMOBOOHUME ROMUMUKY, 6APHOMO U HECIMHO

npedcmaeane HA QuHarcogume omuemu u onogecmasanuama. Habnoodenue na npoyecume no

unancosomo omuumane ¢ banrama.



OOUTHHAT KOMHTET Hperiesa [NpoeKTa Ha roguHuTe gunancosu oTuetd Ha BAKE A/l 3a
2012 r. v npenopbya Ha HaasopHus chReT Ja M npeAcTasu 3a opobpenue na OOIWOTO
crOpaHle Ha aKUMOHEPUTE, CYETOBOIHATA [MONUTHKA, CHCTEMMTE 32 BBTpENIEH KOHTPOI,
CMa3BaHeTO Ha NMPUHAOXKHMHTE CUCTOBOAHH CTAHOAPTH, aJACKBATHOCTTA Ha 3alICJICHHUTC
NPOBH3MM CpeIry 3arydM, KauecTROTO HA ONOBECTARAHMATA, BBE3MOXHHUTE edextd oT
NpoMsAHAaTa Ha pPEerylaTopHAaTa M HaA30pHATa paMKa, KAKTO ¥ BBIPOCH, JIOBEAEHH [0
3HaHieTo Ha Komurera oT BBHIIHUTE OAWTOPH. KOMHTETBT MpoBefe CPEIH ¢
PErHCTPHPAHUTE OAUTOPH §e3 MPUCHCTBHETO HA MEeHIIKMBHTA 3a pasriexkiatne obxsarta
Ha OJWTOPCKMS aHTKUMEHT, OCHOBHH 00MacTH Ha OKYC M KauecTROTO M IOCTATHYHOCTTA
Ha OIIOBECTSIBAHUATA BbB (PuHAHCOBUTE OoTYeTH 33 2012 I,

B nombnHenue, OautHua KOMHTET TeKylLO OCBIIECTBSBAlLlE JETAlICH IIpErfied Ha
KaluTanoBaTa M JIMKBUAHATa [O3MUMA Ha OaHKaTa M JUBIIEPHUTE H JpYXKecTea,
METOJONOIUATA ¥ JOIYCKAHUATA, CICABAHY [IPU ONPEACIAHETO HM.

»  abmodenue Ha OeliHOCHMMA, HE3QBUCUMOCHING U ODEKMUSHOCMING HA HEe3A8UCUMUS
Gunancos ooumop Ha banxama

Ilpez romunata OyMTHUAT KOMHTET HaONIOAaRamle JAeHHOCTTa, NPEACTABIHETO H
OTHOUIEHUATA C PETHUCTPHPAHKS OAUTOP, KAaTO HallpaBH MpeTJEA Ha LANOCTHHS UM TOAXO/,
o0xXBaTa M €CTECTBOTO Ha OJIUTA, AHTAXKHMEHTHTE 33 AOKIAJBaHE, ICHATA 332 H3BBPIIBAHE
Ha HE3aBMCUMHA (PMHAHCOR OJIHT, HAYWHA HA W3OHUPAHETO Ha BHHILEH OJHTOP, HEroBaTa
HE3aBUCHMOCT U 0OEKTHBHOCT, KaKTO U €(DeKTHBHOCTTA Ha OJHUTHHA nponec. Ha tazu Oaza,
¥ CIeJ KATo pasmieda HPeJNIOKEHHMETO Ha YOpaBUTENHUs CBbBET U CKINOYEHHSA
TPUroAumeH xoropop, OOUTHHAT KOMMTET OTIpaBH Npenopbka A0 HaazopHus cbBeT
oputopcko mpeanpuarue Hemoiit Omut OO 1a 6vae 1z0paHOo 33 HE3ABMCHM OJIUTOP Ha
BAKDB AJl 3a u3pbpIUBaHeTO HA He3aBUCHMMS (uHancos oaut 3a 2013 1.

OMUTHMAT KOMUTET CHINO HAMPAaBH MpETe] Ha NPENOPEKUTE Ha PETHCTPHPAHUS OJMTOD B
MIMCMOTO IO PBKOBOJCTROTO M C€ YBEpPH, Ue € NpejocTaBeH HaBpPEMEHeH OTrOBOp Ha
HOBAMTHATHTE BHIIPOCH 0 QPUHAHCOBATA OTYETHOCT ¥ BBTPEIIHUTE KOHTPOJTH.

OJUTHMAT KOMHTET TIPOBEAE MHAHBMAYANHH Cpeld ¢ BBHIIHHA OJMTOp, 0Oe3
NPUCHCTBHETO HAa MEHHIDKMBHTA, HAa KOATO Oeme 0o0Ch/IeHA HETORATA HE3aBHCHMOCT H
06EeKTHBHOCT, KaKTO H ¢(PEeKTHBHOCTTA HA OTUTHHUS IIpOLIEC.

*  Habniodenue Ha 0etiHOCHMA U HE3ABUCUMOCINING HA bMpettnisa ooum é bankama

[lpez roaunata KomureTsT HabmwofaBallle 00XBaTa, ECTECTBOTO, €(EKTHBHOCTTA U
KaYecTBOTO Ha BBTIPEUIHUS OJHT, BKIIOUMTENHO MSICTOTO My B OpraH¥3allMOHHATa
CTpykTypa Ha OaHKaTa W ce YyBepsiBalle, Y€ HAMa OTPAaHHYEHMA BBB BpPB3KA C
OCBHIIECTBABAHETO Ha AeHHOCTTa MY.

3a Ja ce YBEpH B HAJCKIHOCTTA Ha paloTaTa Ha BBTPEIIHHA OfMT, HA BCAKO OT
2aceflaHuATa ¢ OTUTHUAT KOMHUTET Nperiexialle MOCTaBEHHTE OT BBHTPEHIHHS OJUT
CBIIECTBEHH BBIIPOCH, HANpPABeHWUTE INPENOPHKA W TPeANpHETHTE HIH MNAaHUpaHH OT
PBKOBOACTBOTO Mepki. Chino Taka, KOMHTETHT pasriiefida MOAXod M METOJOJNIOTHATA 32
M3COTBSHE HA TOJAHIIHUS TIAH H& BHTPELIHUS OAUT U Mperophya Ha Hagsoprus chBeT Aa
opobpu mnana 3a 2014 roguHa.

OnuTHEAT KOMHMTET Oellle MH(pOpPMHpaH 33 HM3MBIHEHHETO HAa OAWTHHA IUIAH U
CBCTOSTHUETO Ha HMHAMBHIYAIHUTE OJHWTHY AHTAXKMMEHTH TIpe3 OTHETHHA MEpPHON 4pe3
BBBCJCHUTE MCCCYHHU OTYETH Ha PHLKOBOJUTENA HA 3BEHOTO 34 BBTPEIIECH OJIUT.

OJMUTHUAT  KOMHUTET TIpOBeAe HHIWBHIyallHa cpella ¢  pBKOBOAMUTENd  HA
cnenHanu3upaHata cnyxba 3a BerpemeH oaur (CCBOQ), 6ez npuchcTBHETO Ha
MenumxmbHTa, Ha X0ATO Gette 06ChAeHO AefHOCTTa, CEOTBETCTBHETO M 3 e(leKTHRHOCTTa
Ha PBBTPEIIHHA OIWT, CBCTOSIHHETC Ha BBTPEIUHMTE KOHTponH Ha badxata wu
pzauMoeiicTeuero Ha CCBO ¢ MenmmxmMbHTS;



»  Habmodenue Ha egekmugHOCMMA HA CUCMEMUMEe 30 8bMPEUer KOHMPOR 1 cucmemume
3a yupagnenue Ha puckogeme 8 bankama

Kato wact or aeiiHoctra cu nmo HaOmopeuue Ha edeKTUBHOCTTA HA CUCTEMHTE 34
ynpaBlieHHe Ha pucKoBeTe B OaHkaTa, OJUTHUAT KOMMTET [10JIydaBallec OT PbKOBOACTBOTO
MH(pOpPMALHS 32 Ha4WHA, [0 KOKMTO ca OpraHu3vpaHd H (QYHKLIMOHMPAT CHCTEMHTE 32
yNpaBleHHe HA PUCKOBCTE, JOCTMIAHETO HA LENEBH HHUBA K JIUMUTH 3a DHCK W
CBOTBETHUTE BBTpENIHH KOHTponu. [Ipernexxpann 6sxa MepHONUYHH JOKI4M Kacaellu
cneu$uIHy BBNPOCH 3a BBTPEMIHUS KOHTPON M YNPABIECHHETO Ha CBIUECTBEHUTE 32
GaHKaTa pUCKOBE, WISHTUGHULMpAHETO M OPEAOTBPATABAHETO HA PUCKOBE M H3MaMH,
BHCALIM CHACOHM JFiena, MEPKU 3a OCHTYPSBaHE Ha HENPEKBCBaGMOCT Ha MPOLECHTE U
JIpYry.

OauTHUAT KOMUTET TMpOoBeAe HHIMBHAyalHA Cpella ¢ JAUPEKTOpa Ha JAUPEKLMH
., YTIpaBicHHe Ha pHcka™ 6e3 mpucheTBHeTo H2 MeHMKMEBHTA, Ha KoATO Oeme 0bchieHa
IetHOCTTa, CHOTBETCTBHUETO M €(eKTHRHOCTTA HA CUCTEMMTE 3a YIIPAB/ICHME HA PUCKOBETE
B GaHkara, ChCTOAHHETO HA BBTPEUIHHTE KOHTPONM Ha BaHkaTa ¥ B3aHMOJNEHCTBHETO Ha
JIUPEKLug ,, YpapieHue Ha pucka® ¢ MeHImKMBHTA.

OOUTHUAT KOMHTET I[IPOBEJIE MHJAMBHAYalHA Ccpela ¢ JUpeKTopa Ha  JHPEKLHA
~Kpemurupane“ ©e3 ripuckcrTsiero Ha MeHHDKMBHTA, Ha Koato Oeme ofcpacna
JIEHOCTTA, CEOTBETCTBHETO M €(heKTHBHOCTTA HA CHCTEMHUTE 3a YIIPABIECHHE HA PUCKOBETE
B KpeauTHaTa AeHHOCT Ha OaHkata, CBCTOAHMETO HAa BBTPEILUHUTC KOHTPOIM Ha B
kpeadrHata  AeMHOCT H  B3aHMopeiicTBHeTo Ha  aupexkuma  ,Kpemurupanc® ¢
MeHnKMBHTA.

=  Habmwodenue Ha cucmemume 3a pe2ylamueer KOHMPOL, CbOMBEMCMBUEMO ¢ NpAsHamd
PaMra u KopnopamusHomo YHpagneHue

OOHTHHUAT KOMHTET TIperieja HauMHa, N0 KOHTO pPBKOBOACTBOTO IOACHTYpABA
CBOTBETCTBHE ¢ M3HCKBAHMATA HAa 3aKOHA M CTAaHAAPTHUTE 3a (PMHAHCORA OTHETHOCT, KAKTO
W HM3MBJIHEHUETO HA MPEMopbKUTE, OTIPABEHM OT pEryjartopHute opradu. Ha Bcsxo ot
zaceJaHuATa ¢ OJUTHHAT KOMHTET HW3UCKBaIlle HHGOPMALHSA OT PEKOBOACTBOTO OTHOCHO
CBOIECTBEHH PEryJIATOPHH BBIIPOCH.

OJUTHHUAT KOMHTET MPOBEJE HHAMBMAYAIHA CPei(a ¢ PHKOBOAUTENS Ha oTaen ,llpaen™
fe3 MpUCHLCTBHETO Ha MEHHIKMBHTA, Ha koATo Oewe obcpieHa JelHoCTTa,
CHOTBETCTBHETO W €()EKTUBHOCTTA Ha CHCTEMHTE 3a YIPABICHWE HA PUCKOBETE B OTACIH
oIIpaBeH”, CBCTOSHMETO Ha BBIPCIUHMTC KOHTpOMM Ha oTEen ,llpasen” w
B3aUMOJISICTBHETO Ha oTAeN ,,[IpapeH” ¢ MenauxMEBHTA.

C peiigoctra ¢ ONUTHUAT KOMHTET HACHpPHUABA CHA3BAHETO HA MpaBUiaTa M IpPONEAYPHTE,
npasBHaTa paMKka W eTHYHHTe HOpMH. KaTo wacT oT Ta3u AEeHHOCT, KOMHTETHT NpCrIeikaalle
MepKHUTEe, YCTAHOBEHH OT PBKOBOJCTBOTO, Hpe3 KOHTO CIY)XHTENHTEC MOraT MOBEPUTENHO [a
M3KaKAT CBOWTE MPUTECHEHHS BBE BPB3KA C eBEHTYAIIHH HEPSAHOCTH B 00IacTTa Ha puHaHCOBaTa
OTYETHOCT W APYTH BBIPOCH. 32 MOJCUIYPABAHETO Ha T43M IMOIMTHKA Ha ,,0TBOpEeHa Bpata’”,
CIY)XHTEIMTE UMaT NPABo ja ce obbpHatT AupekTHO KbM IIpenceaatens Ha OauTHHA KOMMTET IIPH
HAIMYHE HA BHOPOCH CBBP3aHH C BB3MOMKHM HAPYIICHHA OTHOCHO (MHAHCORATA M OMEpaTHMBHA
OTYETHOCT, 3aKOHOBH HIIH IPYTH KOPNOPaTHBHH HAPYIUEHHU.

OAUTHHAT KOMUTET NOTBBpXAaBa mpen HamsopHus cpeer W rogumHore O6mo cebpaHue Ha
akuponepute Ha BAKB, de mpes 2013 rojuna ¢ ¢yHKIHOHHpaN B CHOTBETCTBHE C [PHCTHUTE
TlpaBuna 3a gedHoCTTa Ha OJMTHUS KOMHTET M HM3MCKBAHMATA HAa 3aKOHA 34 HE3aBMCHMHA
¢yvHAHCOB OJIXT.



B xpas ma 2013 romuna OmutHusT KoMuTeT Hampaew npernel H olgHKa Ha eeKTHBHOCTTA HA
leiinocrta cu. Ilpes roawHara He € HMano BERPOCH, N0 KOWTO uleHoBeTe Ha OOUTHHA KOMUTET 12
HE ¢a IoCTHrHany cbriacke. KbM HacToAmuA MOMEHT He ca HeoOX0ZUMH TIPOMEHH B HAUHHA MY
Ha paborta,

O,[[HTHHHT KOMHTECT NOTBLPXKOABa, Y€ € MMOIy4daBan J0CTaTbUHA, HaJACKAHA W HABPEMCHHA
HHCl)OpMaLlHﬂ PBEKOBONCTBOTO HA bankara 3a H30bAHCHHE HA OTTOBOPHOCTHUTE CH NIPE3 TOJHHATA.

»DBITapo-aMepHKkaHCcKa kpeouTHa Oadka™ AJl




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 S0a 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.



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



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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