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INDEPENDENT AUDITOR’S REPORT

TO
THE BOARD OF DIRECTORS OF

NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS ASSOCIATION

Opinion

We have audited the financial statements of the National Bureau of Bulgarian Motor Insurers
Association (the Bureau), which comprise the balance sheet as at 31 December 2017, and the profit and
loss statement, profit and loss statement on business activities, statement of changes in net assets and
cash flow statement for the year then ended, and note to the financial statements, including a summary
of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2017, and its financial performance and its cash
flows for the year then ended in accordance with National Accounting Standards (NAS) applicable in
Bulgaria.

Basis for Opinion

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



Other Matters

The financial statements of the National Bureau of Bulgarian Motor Insurers Association as at 31
December 2017 are not subject to a statutory financial audit under Art. 37, paragraph 1 and paragraph 3
of the Accountancy Act and the Company is not required to prepare a management report in accordance
with Art. 42, paragraph 1 of the same law. Therefore, our independent financial audit is voluntary
within the meaning of Art. 6 of IFAA and does not involve procedures to form an opinion on a

management report.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with NAS applicable in Bulgaria 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.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

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

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bureau’s internal control.



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

- Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bureau’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Bureau to cease to continue as a going
concern,

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

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

AFA OOD
Audit Firm

“ N
Valia Iordanova lIordgnova /

General Manager l

Renny Georgieva lordano

Registered auditor in charge of the audi

27 June 2018

38, Oborishte Street
1504-Sofia, Bulgaria

This is a translation from Bulgarian of the Independent Auditor's Report on the Financial Statements of the
National Bureau of Bulgarian Motor Insurers Association for the year ended 31 December 2017.
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NATIONAL BUREAU OF BULGARIAN MOTOR IN SURERS

PROFIT AND LOSS STATEMENT
for the year ended 31 December 2017

Note 2017 2016

BGN '000 BGN '000

1. Operating revenue 3.1 272 273
2. Operating expenses 4 600 469
RESULT (1-2) (328) (196)
3. Finance income 6.1. 69 107
4. Finance costs 6.1. - 2
S. Profit from business activities 317 816
RESULT (1-2+3-4+5) 58 725

The accompanying notes on pages 6 to 26 Jorm an integral part of th, Sfinancial statements.

Chairman of the Management Committee:

7

Orlin Penev ?

Chief Accountant (preparer): ,%"(
o4

Darina Marinova

UDITED BYA'H\

27.06. 2008

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017.



™~

PIOS 90 LY

¥ .,//

DjSUDITD §1 Sity |

™~
DAOULIDYY DULIDC]

| ‘ " iuaunddid) uppunosoy Jo1y>y
: 1 \ < ] \ .
i ey r
. ADudf L0

“22inuno)) wawdIpunpy ay fo upwiipy’y

/-.\\\\m_:uEuEm [etoueuy asay jgbied [esfaiu we uuoj 9z o1 9 safed uo sajou Juikuedwodse sy
Por 1 6rE 1 (sonuaaas [pyoy) [vos pupssy ¥or 1 6+e 1 (6 + 8 - sasuadxa 1o 1) (vio) pupasy
918 LIg (8 + L) 3wak oy Jog 1yo0ad jaN
(sL) (bs) 1y01d uo asuadxa xu) g
168 LS (sasuadxa [1)0) - sanuaAdl |BY0}) SaL Y3 103 yoad Jununoray <
Por 1 6r€ 1 (£+2+ 1) samusnsi ooy £LS 8L6 (94 €+ ¢+ 647+ 1) sosuadxa pjog
07 80 9 (9 + <) s1502 2ouDULf D10
4 14 3550 afueaxa Asuarma udai0j (q
Si 1z S)9sse ferauruyy ui Juijeap wosy sassoj (e
07 87 :Buipnpouy ‘53505 duBUY S2Y10 puE asuadxa 1534911 *9
08¢ 13558 (1131-)104S) 134103 SE PasiuB0das
‘sjpounsaaul Juipnus ‘syasss |eiduBLY U sso wouaedwy g
€55 0LS (# + £ + 7 + 1) sasuadxo Sunpiado g
6€S 0€e (£) awoouy 2oupusf 1010y I - :sasuadxa 110 p
<l +H asuadxa uonosiouo uonpidasdap (oo
4 1 sured afueyoxa Aouauns uiaiog (g st ¥l “Butpnjaur “s)asse 31qiuriun pue paxy
31q13ue) uo sso) wwauutedun pue asuadxa uonesiuowe/uoye1daIdap (B
ILe 60C S19sse [eroueuy ut 3meap woy sured (¢ sl 4 :3ugpnpouy
‘s50| juawwaiedun pus asuadxd uonTsiIowe/uonBRAIdaQ ¢
6€S oce ‘9 Buipnjaw 8 V3 suotsuad o1 paspjas (oo
‘3W02U1 DUBUY J3YI0 PUB O] ISIIN] ¢
9% 65 :8wpnjour ‘suonnquIuos A1Lmoas [e1aos (q
6 610 1 rg (Z + 1) sonuanas Suyviado iy 6Z€ 8L€ 2s5uadxa uouesaunwas (e
0z 95 RAUIA IO T SLE LEY Buipnpu ‘s1503 [puuosiag -7
Lbl 601 {4 $32MAI35 pay (q
S06 £96 SIDIALIS (B 41 01 1'g SIqEWINSUOD pue S[eUIAlRW Mmel (B
S06 €96 W04) I0UIAI JIN ) 91 611 :3upnpousy
‘S321A435 PaL1y PUE SIGRWINSU0D *S|BLIANEW MEL 1D sasuadxy |
saNuaAdY g sasuadxy 'y
000, NO9 000. ND1 000. NOA 000. NO9

9107 L10T 0N 9107 L1oz 20N
L10T 43quid3aq [€ papua 1edk 3y) 10}
STLLIALLDYV SSANISNG NO INTWALVLS SSO1 ANV LI10Y¥d

SUTANSNI HOLOW NVIIVOTING J0 NVIANAG TVNOILVN
-, -
- &2 -l . == &2 )



'L10Z 4038 10f INGYN 241 fo suauarors 1wy fo uoro3ing wo.f HONDISUD D 51 SNy}

P07 90 A

DADUIIDYY DULIDC]

*(4aapd>1d) uppunoooy fory )

ADUB ] Uii()
..u..::::&ao \E\uhtvvwatwvs Nn\ﬁ\-@ EQ-E&::\U

W 21 A paaosdde a1am 97 0) | saSed uo SIDWINEIS [eroweUL) oY |

Soys jo wed eadaun e uuoy 97 01 9 safed o sajou SuAuediwonoe ay

f i3 :Aq 8107:90°£7 uo paudis PUE 230 1UII0D) W
\ "SIUWAILIS [RIdueLy

996 9 €65 If (9 + V) saLLmavri anv SLISSV LAN TVLOL 996 9T €65 1€ (O+4+V)SLISSY TVLOL
- o1 4034 | 1200
£86 55§ 4024 [ o1 dn oL 96 sl sasuadxa passdjaq )
£86 095§ nu___ﬂ:_u:_ JN:: g uondag
09 £0 4oaf | o1 dn £98 97 08 1€ ‘jejo) g uondoag
09 £9 Bupnpu ‘saqodod xo; - 10L €1 870 91 vi :[B10) A dnoany
133 r 402 | 01 dn 00L €1 §20 91 sisodap pue siunoooe uus-uou uy -
(43 r Supnpour ‘yaunosiad oy sayqolod - I [ puey u1 yses -
+61 191 4038 [ o1dn 10L €1 870 91 :Buipnpouy ‘puey w pue yueq e YSED *Al
¥61 191 0z “Suipnjout ‘sawipqer] BYi0 ¢ 0¥0 S - £l sisodap yueg )
0L H 4024 [ o1 dn 6L6 T LITS o pj dnoay
oL bL 6l “Buipnjout ‘aqeed sunosay -z 6L6 T Lizs 4] Suipen 1oy pjay s1asse eioweuyy |
- [/ 4034 | 4230 SBIUYSIAUY ]
61L LIES <02 | 01 dn €r1s SE€T 01 Aeio) | dnoan
61L [XANY 81 ‘uipnjout ‘sune;s papuewap spun sajqeAeq °| 9¢ $6 1 $3|QEAIZ3L YL “§
S0l g 44 - o0l s1a11ddns 0) pred sooueapy ¢
[44 8 0€C 8 6 SWITE[> PapUBLIAPUN 19PUN SI|QRAIDY 7
SAILITIgVI' €L1 € o161 8 SUIRZ[D PIPUBLLIIP 19PUN SIIQRAIOAY °|
s10192q )

S19sSE (Wwad)-)a0ys) juan) g

€86 ST 1€0 92 {1803 ¥ uondag
€€ Ll {810} Y uondag
66€ € LSt € L1 :[es0} 1 dnoan)
66¢ € LSY € SIALSAL YO *| €€ L1 L w0y | dnoan
534359y “11 €€ Ll nyo |
$8S 7T PLS LT 91 neaing ay; Jo punyg auraeny) ° S19558 paxy qidue] -|
SLASSY LAN 'V §319ss€ (wa23-guoy) JUDLINI-UON] Y
SILLI'IEVIT ANV S1LASSV LAN SLASSV
000. ND9 000. NDg 000. NDY 000, NDG
910ZT1'1¢ LroTIrig 20N 210T°II'IE LIoTIris anoN
L10T 13quana( [¢ )k se
LATHS IONVIVE
SHIUNSNI YOLOW NYIHVOINg 40 NVIANg TVNOILVN
i B B = N = O S e e =



&=

!

== )

s

NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS

CASH FLOW STATEMENT
for the year ended 31 December 2017

Note

1. CASH AVAILABLE AT THE BEGINNING OF THE PERIOD

IL. Cash flows from non-profit activities
A. Proceeds from non-profit activities

1. Proceeds from Green Cards issuing

2. Proceeds from membership fees

3. Recovered long-term bank deposits

4. Interest received

3. Other proceeds

Total cash flows from non-profit activities

B. Payments under non-profit activities

1. Payments related to Green Cards issuing

2. Payments on services and fixed assets acquisition
3. Cash flows related to labour remuneration

4. Long-term bank deposits

5. Other payments

Total payments under non-profit activities

C. Net cash flows from / (used in) non-profit activities

IL. Cash flows from business activities

A. Proceeds from business activities

1. Proceeds from demanded claims

2. Proceeds from transactions with financial instruments
3. Interest received

Total proceeds from business activitics

B. Payments under business activities

1. Payments under demanded claims

2. Purchases of financial instruments

3. Taxes paid (except income taxes)

4. Income tax paid

5. Cash paid to suppliers

6. Other payments

Total payments under business activities

C. Net cash flows (used in) / from business activities

IV. Cash available at the end of the period 4

V. Change in the cash flows for the period

The accompanying notes on pages 6 10 26 form an integral part of these finfificial statements.

Chairman of the Management Committee:

Chief Accountant (preparer): o

2017 2016
BGN '000 BGN '000
13 701 13528

3795 3419

272 268
5040 .
75 111
2 1
9184 3799
(3 795) (3 419)
(279) (15)
(769) (667)
- (40)
(28) (32)
{4 871) 4173)
4313 (374)
30 349 30793
. 5957
115 156
30 464 36 906
(29 193) (30 390)
(2 094) (5 222)
(328) (340)
(101) (39)
(717) (356)
17 (12)
(32 450) (36 359)
{1 986) 547
16 028 13 701
2327 173

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017,
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NATIONAL BUREAU OF BULGARIAN MOTOR ANSURERS
STATEMENT OF CHANGES IN NET ASSETS
for the year ended 31 December 2017

Guarantee Fund of Other Total
Note the Bureqy reserves ner assers
BGN 'gpp BGN 009 BGN 000
—————— —_— —_—_—
Balance at | January 2017 22 584 3399 25983
—_— L2584 —_— 2999 —_— 83
Damages covered by the Guarantee Fund of the Bureau 17 (10) (10)
) —————— — ———
Operating result for the year —_— —_— 58 58
including: profit Jfrom business activities 37 317
result from non-profit activities (259) (259)
—_— —_—
Balance at 31 December 2017 17,18 22 574 3457 26 031
\\\

The accompanying notes on pages 6 10 26 form an integral part rhese finaneial Statemenys,

Chairman of the Management Committee:

Orlin Peneys

' Chief Accountant (preparer); / g

Darina Marijne va

]
ﬂ
|

Thes 15 a translation from Bulgarian of e Sinanciat statements of the

NBBAMY Jor year 2077,
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NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

1. BACKGROUND INFORMATION ON THE BUREAU

1.1, Establishment and management

The National Bureau of Bulgarian Motor Insurers (the Bureau, NBBMI) is part of the international
Green Card System. It was established on 1 April 2002 and in the same year it became a full member of
the Council of Bureaux, based in London.

Until 2002, the functions of a National Bureau had been performed by Bulstrad PLC

The legal status of the Bureau is that of a non-profit association, registered under the provisions of the
Non-Profit Legal Entities Act and in compliance with Art. 282 of the Insurance Code.

By the resolution of the National Insurance Council in the Republic of Bulgaria, dated 28 November
2001, the NBBMI is acknowledged as the sole organisation entitled to act as a representative before the
international insurance organisations with respect to the activities settled in international insurance
treaties regulating the Third Party Liability of motor vehicle owners, users, holders and drivers.

On the accession of the Republic Bulgaria to the European Union on 1 January 2007, NBBMI signed

Annex No 3 whereby becoming a signatory Bureau to the Multilateral Guarantee Agreement of the
member states of the European Economic Area (EEA).

In accordance with the Articles of Association of the NBBMI the supreme management body of the
Bureau is the General Assembly of its members.

The management body is a Management Board (Management Committee), which consists of seven
members.

As at 31 December 2017, the Management Committee of NBBMI comprises: Orlin Tsenkov Penev —
Chair of the MC, Tatyana Yordanova Chonkova — Secretary General and Members: Evgenia Maksimova
Kalo-Kolova, Evgeni Svetoslavov Ignatov, Konstantin Stoychev Velev, Peter Veselinov Avramov, Ivan
Georgiev Todorov. The Bureau management is represented by Orlin Tsenkov Penev — Chair of the MC

and Tatyana Yordanova Chonkova — Secretary General. They represent the Association jointly and
severally.

As at 31 December 2017, the average number of personnel of the Bureau hired under labour contracts,
is 12 employees (2016: 12 employees).

1.2, Objectives and principal activities

The objectives and principal activities of the National Bureau of Bulgarian Motor Insurers — NBBMI
are as follows:

* It organizes, administers and controls the preparation, print out and issuance of the
international certificates for motor insurance referred to as Green Card certificate as
well as frontier insurance.

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017.
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NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

* Itprotects the interests of its members before the Council of Bureaux and its authorities,
before the competent authorities of the European Union and the Member States, before
central and local administration authorities, legal authorities, as well as before third
parties, by reasons and in connection with the Third Party Liability Insurance of
Motorists and the Green Card Certificate.

® It enters into agreements with national insurance bureaux, compensation bodies and
guarantee funds of Member States in connection with the functioning of the Third Party
Liability Insurance of Motorists.

It accepts notices of injured persons on damages and injuries caused to them on the
territory of Republic of Bulgaria, by motor vehicles normally based on the territory of
a Member State or a third country.

* It assists for the due payment by Bureau Members of any indemnities for damages
caused abroad.

* It pays indemnities as a Compensation Body in the cases stipulated in the Insurance
Code and the Articles of Association of NBBMI.

* It notifies its members about claims received by insurers or national insurance bureaus
in relation to insurance events which occurred under Motor Third Party Liability
insurance policies concluded and issued by members of the Bureau, and controls them
in accordance with the Internal Regulations of the Council of Bureaus.

* It pays on its behalf and on behalf of its members, within the deadlines specified in the
Motor Third Party Liability insurance, compensations due for damages incurred, and
reimburses on its behalf and at its members’ expense costs incurred by insurers or
national bureaus that processed damaged under Motor Third Party Liability insurance
policies concluded and issued by those members of the Bureau who fail to meet their
payment obligations in a timely manner.

1.3. Going concern principle

These statements have been prepared based on the assumption of going concern.

In 2017, two of the Bureau’s members delayed and/or discontinued payment of claims by foreign
insurers and/or bureaus. As a result, the General Assembly of the Council of Bureaus dated June 2017
gave a mandate to the Management Board of the Council of Bureaus to place under monitoring the
Bulgarian Bureau at all times, if its solvency is endangered. As a result of the systematic refusal to pay
claims made by a foreign entity to these Bureau members, and of their refusal to provide coverage for
the policies issued thereby, on 13 November 2017 the Council of Bureaus sent a letter to NBBMI,
informing it that these cases constitute a precedent and that such actions threaten the Bureau’s financial
stabilities and the basic principles of the Green Card system. On 11 December 2017, the Management
Board of the Council of Bureaus sent a second letter, informing NBBMI that it has identified material
pending risk on NBBMI’s solvency, and made a decision for the Bureau to establish in its favour a bank

guarantee at the amount of EUR 4,000 thousand. The guarantee was established in 2018.

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017,
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NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

As at 31 December 2017, the Bureau’s receivables from the two insurance companies that refuse to
make payments related to insurance claims paid on their behalf or claimed, amount at BGN 4,646
thousand.
The management has taken the following measures which it believes will result in improving the
Association’s financial stability and ensure its liquidity:
(1) BNNMI members who delay or refuse payment of claims are placed under monitoring, in accordance
with Art. 38b of the Bureau’s Statutes.
(2) On 19 December 201 7, an Extraordinary General Meeting of Bureau Members was held, at which:
> a decision was made to amend the Statutes of the NBBMI to increase the bank guarantees for
members placed under monitoring, in accordance with their market share;
> the Management Board was given mandate, in case of shortage of funds in the Bureau’s Guarantee
Fund, to order the deposit of additional contributions by each member, in accordance with their
market share, by determining a contribution of BGN 10 per each vehicle insured, as of 1 February
2018.
(3) By means of Protocol dated 10 January 2018 the Management Board made a decision to deposit an
additional one-off contribution at the amount of EUR 4,000 thousand by the Bureau’s members, in
accordance with their market share, in order to provide funds for establishing a bank guarantee in favour
of the Council of Bureaus, Following the decision of the General Meeting, a decision was made for
additional monetary contribution to the Bureau’s Guarantee Find at the amount of BGN 10 for a period
of 12 months for each vehicle for which Motor Third Party Liability insurance has been concluded. This
is a temporary measure that aims to ensure the Bureau’s financial stability so that it can perform its
activity as guarantor of payments by its members with respect to policies concluded for Motor Third
Party Liability insurance and trans-border Third Party Liability insurance for events occurring on the
territory of another EU member state and caused by a Bulgarian vehicle holding a valid policy with the
respective company.
For each of the Bureau members placed under monitoring, a guarantee has been determined at the
amount of EUR 5,000 thousand, in accordance with Art. 38b of the Bureau’s Statutes. Further to this
decision, a bank guarantee has been established for one of the members which was still under monitoring

as at the date of issuing the Bureau’s financial statements (Note 22).

1.4. Main indicators of the economic environment

The main economic indicators of the business environment that have affected the Association activities
throughout the period 2015 — 201 7, are presented in the table below:

[ndicator 2015 2016 2017
GDP in million levs 88,571 94,130 99,080 *
Actual growth of GDP 3.6 % 3.9% 3.8%*
Year-end inflation -0.9% -0.5% 1.8%

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017,
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NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

IAverage exchange rate of USD for the year 1.76 1.77 1.71
Exchange rate of the USD at year-end 1.80 1.86 1.63
Basic interest rate at year-end 0.01 0.00 0.00
Unemployment rate at year-end 10.0% 8.0% 7.1%

*BNB forecast for 2017, source: BNB

2. PRINCIPLES APPLIED IN THE PREPARATION OF THE ANNUAL FINANCIAL
STATEMENTS

2.1. Basis for preparation of the financial statements

The financial statements of NBBMI Association have been prepared in accordance with the (new)
Accountancy Act effective as of 1 January 2016 (SG 95/08.12.2015) and National Accounting Standards
(NAS), approved by the Council of Ministers by CMD No 46/2005 (SG 30/07.04.2005) and amended

and supplemented by CMD No 251/2007 (SG 86/26.10.2007) and CMD 394/2015 (SG 3/12.01.2016),
in force as of 1 January 2016.

Starting from 1 January 2016 there is a new Accountancy Act in force, which revokes entirely the
Accountancy Act effective until 31 December 2015. With the new law, the rules and requirements of
Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on the annual
financial statements, consolidated financial statements and related reports of certain types of
undertakings, are transposed into the national accounting legislation.

The Association keeps its accounting books in Bulgarian Levs (BGN) and prepares its official financial
statements in accordance with Bulgarian accounting legislation. The data in the annual financial
statements and the notes thereto is presented in thousand Bulgarian Levs (BGN'000). These annual
financial statements have been prepared on a historical cost basis, with the exception of financial assets
held for trading, which have been measured at fair value.

Based on criteria set in the Accountancy Act, the Company is classified in the category of small
undertakings.

With regard to small undertakings the law provides relief options for the preparation of statutory
financial statements. The Company’s management has made a decision to not apply these reliefs and
keep the annual financial statements layout.

Under the Accountancy Act, the Association retains the categorization made as at 1 January 2016 for at
least two reporting periods, even if a change in criteria occurs. Therefore, the first year in which there
may be change in categorization, commences on 1 J anuary 2018. There is no change in the Association’s
category as of 1 January 2018.

Uncertainty of accounting estimates

The presentation of the financial statements in accordance with National Accounting Standards requires
the management to make best estimates, accruals and reasonable assumptions that affect the reported
values of assets and liabilities, revenue and expenses, and the disclosure of contingent receivables and
payables as at the date of the financial statements. These estimates, accruals and assumptions are based
on the information, which is available at the date of the financial statements, and therefore, the future
actual results might be different from them. The items presuming a higher level of subjective assessment

9
This is a translation from Bulgarian of the financial statements of the NBBMI Jfor year 2017.
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NATIONAL BUREAU OF BULGARIAN MOTOR INSURERS
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or complexity or where the assumptions and accounting estimates are material for the financial
statements, are disclosed in Note 2.14.

2.2, Comparatives

The Association presents comparative information in these financial statements for the period from 1
January to 31 December of the prior reporting year 2015. Where necessary, comparative data is
reclassified for the purpose of achieving comparability in view of the current year presentation changes.

2.3. Functional and reporting currency

The functional and reporting currency of the Bureau is the Bulgarian Lev (BGN). The Bulgarian Leyv is
fixed to the Euro, under the BNB Act, at the ratio of BGN 1.95583:EUR 1.

Cash, receivables and payables, denominated in a foreign currency, are recorded at the BGN equivalent
on the transaction date and are revalued on a monthly basis by applying the official exchange rate as
quoted by the Bulgarian National Bank (BNB) for the last working day of the respective month. At 31
December they are stated at the closing exchange rate quoted by BNB.

Foreign exchange differences on revaluation are treated as current income and expenses and are included
in the profit and loss statement as 'finance income /(costs)'.

2.4. Revenue

Revenue is recognised on accrual basis and to the extent that it is probable that the economic benefits
will flow to the Bureau and as far as the revenue can be reliably measured. Revenue is accrued as
originated, regardless of the timing of receipt of the actual cash proceeds.

Membership fees received for the period, as set by the Bureau's General Assembly, as well as other
revenue from regulated activities, carried out for the purpose of attaining the Bureau's goals, are
recognised as current revenue from non-profit activities.

NBBMTP’s activities under Art. 1 of the Commercial Act, carried out as per trade, aimed at generating
permanent income, which is directly related to the non-profit activity ua Broporo, as per the Statutes of
the NBBM], the Internal Regulations of the Council of Bureaus, and the Insurance Code. The object of
the business activities of the Bureau is related to claims handling and payment in its capacity as
Compensation Body or in relation to traffic accidents occurring on the territory of the Republic of
Bulgaria in the cases set out in the Internal Regulations of the Council of Bureaux as well as revenue
from handling claims of its members under payments by the Bureau when a NBBMI member
discontinues performing their obligations for payments to foreign national Bureaus or insurance event
counterparts in events that occurred outside the territory of Bulgaria.

10
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

Upon rendering of services, revenue is recognised by reference to the stage of completion of the

transaction at the balance sheet date, if this stage as well as the transaction and completion costs, can be
measured reliably.

2.5. Expenses

Expenses are recognised by the Bureau as they are incurred, following the accrual and matching
concepts.

Expenses on non-profit activities are reported analytically by line of expense to account 611 "Operating
expenses". Expenses on business activities are recorded separately so as to enable their matching to the
revenue from business activities.

The administrative expenses represent costs related to servicing the overall activities of the Bureau and
are allocated respectively to business and non-profit activities on the basis of revenue.

Deferred expenses are put off and recognised as current expenses in the period when the contracts,
whereto they refer, are performed.

Finance income and costs are included in the profit and loss statement and are comprised of interest

income and expense, foreign exchange differences and gains and losses from transactions with financial
instruments.

Bank fees and charges for current servicing of Bureau's operations are presented as hired services.

Claims paid, liquidation expenses related to determining the amount of compensation, and finance
charges related to the handling of claims incurred on the territory of the country, the fault for which is
that of a foreign motor vehicle, claims paid and expenses related to the handling of claims by NBBMI
in its capacity as Compensation Body, as well as expenses related to the payment of claims of foreign
National Bureaux and insurance companies in relation to events occurring with uninsured motor vehicles
with Bulgarian registration plates on the territory of another EU Member State, are not recognised as
expenses of the Bureau. Auxiliary expenses related to the handling of the claim, such as translation of
documents, expenses on inquiries, bank fees and commissions, etc. are not recognised as expenses as
well. The latter are reported only as cash flows and are subject to refunding from a Guarantee Fund or
by an insurance company.

Amounts paid in relation to business trips abroad (travel expenses, accommodation and daily
allowances) of officers taking part in international meetings related to the defence and representation of
the Bureau's members, for which they cover the stay of the participants, are not recognised as an expense
of the Bureau. They are recognised as a receivable from the respective member of the NBBMI and are
subject to refunding.

Profit_and loss statement

The Bureau prepares a profit and loss statement, which is general and combines the revenues, expenses
and results of its business and non-profit activities.

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017,
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2.6. Tangible fixed assets

Initial measurement

Tangible fixed assets (property, plant and equipment) are stated in the balance sheet at acquisition cost
less the accumulated depreciation and any impairment losses in value.

The acquisition cost comprises the purchase price, including any directly attributable costs of bringing
the asset to working condition. Directly attributable costs include initial delivery and handling costs,
installation costs, professional fees for people involved in the project, non-refundable taxes etc.

The Bureau has set a value threshold of BGN 200, below which the acquired assets, regardless of having
the features of fixed assets, are treated as current expense at the time of their acquisition.

Subsequent costs

Subsequent costs, related to tangible fixed assets, resulting in improvement of the future economic
benefits from the assets are stated as increase in its carrying amount,

On replacement of a differentiated part of a tangible fixed asset, the replaced part is written-off while
the expense incurred on replacement or improvement is accounted for as acquisition of a separate asset.

Depreciation methods

The Bureau applies the straight-line depreciation method for tangible fixed assets. The depreciation rates
by group of assets are as follows:

® computers and computer hardware — 50%;
* furniture and fixtures — 15%.

Review for impairment

The carrying amounts of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate that the carrying amount might significantly differ from their recoverable
amount. If any such indications exist that the estimated recoverable amount of an asset is lower than its
carrying amount, the latter is adjusted to the recoverable amount of the asset. The recoverable amount
of an item of tangible fixed assets is the higher of the net market price and the value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value usin g a pre-tax discount
rate that reflects current market conditions and assessments of the time value of money and the risks
specific to the particular asset. Impairment losses are recognised in the profit and loss statement.

2.7. Debtors

Receivables under claims made are recognised and carried at the original invoice amount (cost) and a
Statement of Claim letter less any allowance for uncollectable debts. Receivables under claims not
brought are stated at the amount of costs incurred to settle damages, which are subsequently claimed to
a foreign national bureau, the Guarantee Fund, insurer or counterpart. An estimate allowance for
doubtful and bad debts is made when significant uncertainty exists as to the collectability of the full

12
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amount or a part of it. Bad debts are fully written-off when the legal grounds for this are available (are
identified).

2.8. Cash and cash equivalents

NBBMI considers as cash and cash equivalents all highly liquid and freely available financial assets in

the form of cash in hand, cash at current bank accounts and deposits with original maturities of up to 90
days.

For the purposes of the cash flow statement:

®  Cash proceeds from and cash payments for membership fees and contributions to the

Guarantee Fund of NBBMI are presented as part of cash flows (used in) / from regulated
activities;

*  Cash proceeds from customers and cash paid to suppliers are presented at gross amount,
including value added tax (20%)

®  Permanently blocked cash and interest accrued, but not endorsed on the Bureau's account,

on non-matured deposits are not treated as cash and cash equivalents for the purposes of
presentation in the cash flow statement.

2.9. Financial asset held for trading

The Bureau recognises a financial asset on the date on which it becomes party to the contract. All
purchases and sales are initially recognised on the trade date, which is the date on which the Bureau has

become party to the instrument's contractual terms and conditions (the date when the Bureau commits
to purchase or sell the respective asset).

Financial assets held for trading are initially recognised at cost, being the fair value of the consideration
given including the acquisition costs.

Financial assets held for trading are measured subsequently at fair value. The effects of remeasurement
to fair value are taken to profit and loss as current finance income or current finance costs.

2.10. Accounts payable and other liabilities

Payables to suppliers, clients and other current amounts payable are carried at original invoice amount
and/or Statement of Claim letter (cost).

2.11. Pensions and other payables to personnel under the social security and labour legislation

The employment and social security relations with the employees of the Bureau are based on the
provisions of the Labour Code and the effective social security legislation in the Republic of Bulgaria.

The major duty of the Bureau as an employer in Bulgaria is to make the mandatory social security
contributions for the hired employees to the Pensions Fund, the Supplementary Mandatory Pension
Security (SMPS) Fund, to the General Diseases and Maternity (GDM) Fund, the Unemployment Fund,

13
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the Labour Accident and Professional Diseases (LAPD) Fund, and for health insurance. The rates of the
social security and health insurance contributions are defined annually in the Law on the Budget of State
Social Security and the Law on the Budget of National Health Insurance Fund for the respective year.

The contributions are split between the employer and employee in line with rules of the Social Security
Code (SSC) at the ratio 60:40 (2014: 60:40).

These pension plans, applied by the NBBMI in its capacity as an employer, are defined contribution
plans. Under these plans, the employer pays defined monthly contributions to the government funds as
follows: Pensions Fund, GDM Fund, Unemployment Fund, LAPD F und as well as to universal and
professional pension funds — on the basis of rates fixed by law, and has no legal or constructive
obligation to pay further contributions if the funds do not hold sufficient means to pay the respective
individuals the benefits they have worked-out over the period of their service. The obligations referring
to health insurance are analogous.

Short-term employee benefits in the form of remunerations, bonuses and social payments and benefits
(payable within 12 months after the end of the period when the employees have rendered the service or
has met the required terms and requirements) are recognised as an expense in the profit and loss
statement in the period when the service thereon has been rendered or the requirements for their receipt
have been met and as a current liability (less any amounts already paid and deductions due) at their
undiscounted amount. The obligations for social security and health insurance of the Bureau are
recognised as a current expense and liability at their undiscounted amount together with the relevant
benefits and within the period of the respective income to which they are related.

At the end of each reporting period, the Bureau measures the estimated costs on the accumulating
compensated absences, which amount is expected to be paid as a result of the unused entitlement. The
measurement includes the estimated expenses on the employee's remuneration and the statutory social
security and health insurance contributions due by the employer thereon,

2.12. Net assets of the Bureau

As a non-profit legal entity the Bureau does not belong to the category of capital companies, obliged to
register a certain minimal amount of capital (share capital) in the Commercial Register.

In accordance with its Articles of Association the Bureau sets aside a Guarantee Fund., The sources for

this cash fund include: induction contributions for each of the members (Art. 41a, Para 1 of the Statutes
of the NBBMI).

By means of a decision of the Management Board, the Bureau may stipulate additional monetary
contributions by each Bureau member. Such contribution was stipulated by a protocol dated 22 March
2018 for each vehicle for which Motor Third Party Liability insurance and trans-border Third Party
Liability insurance has been concluded. Contributions to the Guarantee Fund are made under a decision

of the Management Board and serve to make payments by the Bureau under Art. 22 of the Statutes of
NBBML.

According to the Articles of Association (Art. 36, item 23) amounts available in this Fund are managed
and invested by the Management Committee and may be used mainly in case of: (1) payments on behalf

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017.
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of the Bureau and at the expense of each member whose licence to underwrite Third Party Liability
insurance has been revoked, has been placed in bankruptcy (2) payments of claims on behalf of the
Bureau in relation to untrue, fake or forged Green Card certificates, (3) payments which in accordance
with the Internal Regulations of the Council of Bureaus should be made on behalf of the Bureau and at
the expense of each insurer who is a member of the Bureau and has failed to make a payment in
accordance with the rules and deadlines stipulated in the Internal Regulations of the Council of Bureaus.

2.13. Taxes on profit

The Bureau is subject to taxation with respect to the results of its business activities carried out during
the year. Current taxes on profit from business activities are determined in accordance with the
requirements of the Bulgarian tax legislation — the Corporate Income Taxation Act (CITA). The nominal
tax rate for year 2017 was 10% (2016: 10%).

Deferred taxes are determined using the liability method on all temporary differences, existing at the
date of the financial statements, between the carrying amounts of the individual assets and liabilities and
their tax bases.

Deferred tax liabilities are recognised for all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differences and the carry-forward of
unused tax losses, to the extent that it is probable that they will reverse and sufficient taxable profit will
be generated in the future or taxable temporary differences might occur, against which these deductible
temporary differences can be utilised, with the exception of the differences arising from the initial

recognition of an asset or liability, which has affected neither the accounting nor taxable profit (loss) at
the transaction date.

The carrying amount of all deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is probable that they will reverse and sufficient taxable profit will be generated or
taxable temporary differences will occur in the same period, from which they could be deducted.

2.14. Critical accounting judements on applying the Bureau's accounting policies. Key estimates and

assumptions of high uncertainty.

2.14.1. Impairment of receivables

Losses from doubtful and bad debts are estimated at the end of each reporting period on an individual
basis. Where difficulties in collecting certain receivables are observed, they are subject to analysis in
order to determine the actually collectable portion therefrom while the remaining portion to the nominal
value is recognised in the profit and loss statement as impairment.

In the judgment of collectability of receivables, the management performs analysis of the total exposure
of each counterpart in order to estimate the actual recoverable portion and not only at the level of past
due individual receivables of a counterpart, including the possibilities of collecting interest for delay.
Receivables or parts of them assessed by the management, based on its experience, as highly uncertain
in terms of their collectability, are treated as uncollectable and are impaired. The carrying amount of a

This is a translation from Bulgarian of the financial statements of the NBBMI for year 2017.
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receivable is adjusted through the use of an allowance account for accumulating all impairments and the
amount of the impairment loss for the period is recognised in the profit and loss statement within “costs

for impairment of financial assets’. In case of subsequent recovery of impairment loss, it is stated in
‘other income’ against a decrease in the allowance account.

3.REVENUE
3.1. Revenue from non-profit activities

Membership fees reported in the year amount to BGN 272 thousand (2016: BGN 273 thousand).

Members of the Bureau are al insurers that have licences under Section II, Item A, point 10.1 of
Appendix No 1 to the Insurance Code or insurers offering the mandatory Third Party Liability insurance

16
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to motorists in the Republic of Bulgaria in accordance with the provisions of this Code. Their number
was 17 as at 31 December 2017 (31 December 2016: 17).

3.2. Revenue from business activities

Revenue from business activities, amounting to BGN 1,019 thousand (2016: BGN 925 thousand)
includes:

* handling fees - BGN 963 thousand (2016: BGN 905 thousand), charged by the Bureau in
relation to handling and payment for claims in its capacity as Compensation Body or in
relation to traffic accidents occurring on the territory of the Republic of Bulgaria in the cases
set out in the Internal Regulations of the Council of Bureaux. Further to a decision of the
Management Committee, dated 3 November 2011, handling fees are charged in relation to
processing claims of the Bureau’s members in the cases of payments made by the Bureau
when a member of NBBMI stops performing its obligations for payment to foreign national
bureaus or counterparts under insurance events which occurred outside the territory of

Bulgaria. In 2017, revenue from this field amounts at BGN 541 thousand (2016: BGN 401
thousand).

® other income from written-off liabilities — BGN 8 thousand (2016: BGN 12 thousand),
deferral interest —- BGN 48 thousand (2016: other income — BGN 8 thousand).

4. EXPENSES ON NON-PROFIT ACTIVITIES

Expenses on non-profit activities include:

2017 2016
BGN '000 BGN '000
Personnel costs 298 260
Other expenses 234 133
Administrative expenses 68 76
600 469

Personnel costs include:

2017 2016
BGN '000 BGN '000
Expenses on remuneration 288 253
Expenses on social security contributions 10 7
298 260

17
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Other expenses include:

Legal services

Membership fee to the Council of Bureaux
Business trip costs

Bank fees and charges

Conferences, seminars and workshops
Other expenses

Administrative expenses include:

Expenses on materials

Hired services expense

Expenses on remuneration

Expenses on social security contributions
Depreciation and amortisation expense

This is a translation Jrom Bulgarian of the financial statements of the NBBMI for year 2017.
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5. EXPENSES ON BUSINESS ACTIVITIES

5.1.  Expenses on raw materials and consumables

Electric energy, heat energy and water
Office equipment and stationery
Other expenses

5.2.  Hired services expense

Rentals

Translation and copy services

Legal and audit services
Telecommunication and courier services

Bank fees and charges
Other

The expenses for performing independent financial audit, allocated between expenses for business and

2017
BGN '000

/'_‘bm

10

2017
BGN '000

65
12

non-profit activities, amount at BGN 10 thousand (2016: BGN 10 thousand).

6. FINANCE INCOME AND COSTS

6.1. Finance income and costs on non-profit activities

Finance income from non-profit activities includes the accrued interest on deposits at the amount of
BGN 69 thousand for 2017 (2016: BGN 107 thousand). Financial ex

currency exchange losses amount of 2 thousand.
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6.2. Finance income and costs on business activities

Finance income from business activities includes:

2017 2016

BGN '000 BGN '000
Effect from fair value measurement of government 209 78

securities
Interest on government securities 110 163
Effects from transactions with government securities - 293
Foreign exchange differences 11 5
330 539

Finance costs on business activities include:
2017 2016

BGN '000 BGN '000
Impairment of receivables 380 -
Effect from fair value measurement of government 21 15

securities
Foreign exchange differences 4 2
Interest under past due tax liabilities 3 3
408 20

7. TANGIBLE FIXED ASSETS
Furniture and TFA in progress and
Computer hardware Sixtures advances granted Total
2017 2016 2017 2016 2017 2016 2017

BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000

Book value

Balance at

1 January 50 66 94 101 - 13
Additions 2 2 - 10 -

Transfer 6 7 (13)
Disposals - (24) - 24) -
Balance at

31 December 52 50 94 94 - -
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Accumulated

depreciation

Balance at

1 January 37 50 74 90 - - 111
Depreciation

charge for the

year 14 15 4 4 - - 18
Written-off

depreciation for

the year - (24) (24) - - -
Balance at

31 December 51 41 78 70 - - 129

140

19

(48)

111

Carrying
amount
at 31 December 1 13 16 20 - - 17

33

Carrying
amount

at 1 January 13 16 20 7 - - 33

Other data

As at 31 December 2017 there are no liens (pledges) on the Bureau's tangible fixed assets (31 December
2016: none).

8. RECEIVABLES UNDER DEMANDED CLAIMS

Receivables under demanded claims as at 31 December 2017 amount to BGN 1,910 thousand (31
December 2016: BGN 3,173 thousand). They are related to provided services and in relation to: )]
activity on handling and payment of claims by the Bureau in its capacity as Compensation Body; (2)
traffic accidents occurring on the territory of the Republic of Bulgaria in the cases set out in the Internal
Regulations of the Council of Bureaux; 3) activities related to the payment on claims by the National
Bureaux for property and non-property damage as a result of traffic accidents caused by motor vehicles
with foreign registration plates; and (4) claims from foreign insurance companies or National Bureaux
in relation to processing claims of the Bureau’s members in the cases of payments made by the Bureau
when a member of NBBMI stops performing its obligations for payment to foreign national bureaus or
counterparts under insurance events which occurred outside the territory of Bulgaria.

As at the date when these financial statements were approved for issue, more than 69% of the receivables
under demanded claims had been settled.

9. RECEIVABLES UNDER UNDEMANDED CLAIMS

Receivables under undemanded claims as at 3] December 2017 amount to BGN 8,230 thousand (31
December 2016: BGN 1,842 thousand) and include: (1) receivables under traffic accidents occurred on

21
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the territory of another older EU Member State the fault for which is that of a driver with uninsured
vehicle with Bulgarian registration plate, paid by the Bureau; (2) indemnities and accompanying
expenses on outstanding claims in a process of court proceedings for events occurred on the territory of
the country the fault for which is that of a motor vehicle with a foreign registration plate in the Green
Card System; (3) expenses on outstanding claims in a process of court proceedings for events in which
the Bureau acts as a Compensatory Body; (4) guarantees for suspending court rulings; (5) claims paid
by the NBBMI in relation to processing claims of the Bureau’s members in the cases of payments made
by the Bureau when a member of NBBMI stops performing its obligations for payment to foreign
national bureaus or counterparts under insurance events which occurred outside the territory of Bulgaria.

As at the date when these financial statements were approved for issue, more than 50 % of the
undemanded claims had been claimed and settled.

10. ADVANCES PAID TO SUPPLIERS

The advances paid to suppliers as at 31 December 2016 represent advances under a contract for legal
services at the amount of BGN 72 thousand (31 December 2017: none).

11. OTHER RECEIVABLES

Other short-term receivables include mainly the receivables from interest charged on government
securities at the amount of BGN 81 thousand (31 December 2016: BGN 6 thousand), taxes refundable
— BGN 10 thousand (31 December 2016: BGN 6 thousand) and receivables from Bureau members —
BGN 4 thousand (2016: BGN 4 thousand).

12. FINANCIAL ASSETS HELD FOR TRADING

Financial assets held for trading available as at 31 December, amounting to BGN 5,217 thousand (31

December 2016: BGN 2,979 thousand), represent investments in government securities — bonds, as

follows:
31 December 2017:

Issue Currency Issue date Maturity Coupon  Nominal Fair value Fair
date interest value
% ‘000 ‘000 BGN*“000
BG2040008216 BGN 16.01.2008 16.01.2018 4.50% 110 BGN 100 BGN 100
BG2030013119 BgN 23.01.2013 23.01.2018 30% 294 BGN 281 BGN 281
BG2030014117 pBGN 30.01.2013 23.01.2019 5509 446 BGN 444 BGN 444
BG2040114212 EUR 12.02.2014 12.02.2021 3 00% 22 EUR 23 EUR 46
XS1208855616 EUR 23.03.2015 23.03.2022 5 po, 1087 EUR 1068 EUR 2126

5217

31 December 2016:

22
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Issue Currency Issue date Maturity Coupon  Nominal Fair valueFair value
date interest

% ‘000 ‘000 BGN*000

BG2040008216 BGN  16.01.2008 16.01.2018 4.50% 110 BGN 105 BGN 105

BG2030013119 BGN 23.01.2013 23.01.2018 3009 294 BGN 287 BGN 287

BG2030014117 BGN  30.01.2013 23.01.2019 2.50% 446 BGN 452 BGN 452

BG2040114212 EUR 12.02.2014  12.02.2021 3 g9, 22 EUR 23 EUR 46

XS1208855616 EUR 23032015 23.03.2022 2.00% 1043EUR 1068 EUR

2089

2979

13. BANK DEPOSITS

Bank deposits as at 31 December 2016 represent money placed in a term deposit with UniCredit Bulbank

AD with maturity of 1 year. The deposit is denominated in BGN. As at 31 December 2017, the deposit
was closed.

14. CASH AT BANK AND IN HAND

The cash available as at 31 December 2017 amounts to BGN 16,028 thousand (31 December 2016:
BGN 13,701 thousand) and is at accounts with the following banks: Commercial Bank Allianz Bank
Bulgaria AD, UniCredit Bulbank AD, Raiffeisenbank AD, DSK Bank AD.

Cash includes:

31.12.2017 31.12.2016

BGN'000 BGN'000

Cash at current bank accounts 16 025 13 700
Cash in hand 3 1
Cash and cash equivalents 16 028 13701

The currency structure of cash in banks is as follows:

* in BGN: BGN 15,751 thousand (31 December 2016: BGN 7,992 thousand);
* in foreign currency: BGN 277 thousand (31 December 2016: BGN 5,709 thousand).

15. DEFERRED EXPENSES

Deferred expenses include the following components:

31.12.2017 31.12.2016
BGN'000 BGN'000

23
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Membership fee to the Council of Bureaux 65 65
Insurance 29 3
Subscriptions 2 1

Total 96 70

16. GUARANTEE FUND OF THE BUREAU

The amounts in the Guarantee Fund of NBBMI are set aside from property contributions by each of the
members (contributions under Art. 41, para 3 of the NBBMI Articles of Association). Each newly joined
Bureau member makes an induction contribution to the Bureau’s Guarantee Fund. As at 31 December
2017 the Guarantee Fund of the Bureau amounts to BGN 22,574 thousand (31 December 2016: BGN
22,584 thousand).

In 2017, following a decision of the Management Committee, claims of foreign National Bureaux were
paid at the expense of the Guarantee Fund of the Bureau under occurred accidents the fault for which
being that of drivers of motor vehicles with Bulgarian registration plates and a fake Green Card
certificate — at the amount of BGN 10 thousand.

17. OTHER RESERVES

The other reserves of the Bureau are set aside from the result of the ordinary (regulated) activities, as
well as the business activities carried out. The final result (profit or loss) is reported as an increase /
decrease of other reserves. As at 31 December 2017, they amount to BGN 3,457 thousand (31 December
2016: BGN 3,399 thousand).

18. PAYABLES UNDER DEMANDED CLAIMS

Payables under demanded claims as at 31 December 2017 amount to BGN 5,327 thousand (31
December 2016: BGN 719 thousand). These are related to the activities for claims made by the National
Bureaux and foreign insurance companies for property and non-property damages paid by them as a
result of traffic accidents caused by uninsured motor vehicles with Bulgarian registration plates as well
as claims from foreign insurance companies or National Bureaux in relation to payments made by the
Bureau for processing claims of its members in the cases when a member of NBBMI stops performing
its obligations for payment to foreign national bureaus or counterparts under insurance events which
occurred outside the territory of Bulgaria. As at the date when these financial statements were approved
for issue, 99% of the payables under demanded claims had been settled.

19. ACCOUNTS PAYABLE

The accounts payable represent current payables to counterparts in relation to supply of goods and
services rendered. The accounts payable as at 31 December 2017, amounting to BGN 74 thousand (31
December 2016: BGN 70 thousand), represent the amount due by the Bureau to the Council of Bureaux
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for the membership fee set for 2018, as well as regular payments related to regulating damages under
the Bureau’s main activity.

20. OTHER CURRENT LIABILITIES

Other current liabilities include:

31.12.2017 31.12.2106

BGN '000 BGN '000
Payables to personnel, including: 42 35
Accruals on unused compensated leaves 42 35
Payables for taxes, including 63 60
Value Added Tax 48 -
Taxes on profit 12 59
Other tax payables 3 1
Other payables 56 99
Total 161 194

21. CONTINGENT ASSETS

Each of the eighteen members of the Bureau has established an irrevocable, indivisible and payable on
demand bank guarantee amounting to EUR 600 thousand in favour of the NBBMI. By a decision of the
Extraordinary General Meeting of NBBMI Members dated 19 December 2017, the amount of the bank guarantee
for members placed under monitoring was increased in accordance with their market share, and the highest
guarantee amount may reach EUR 5,000 thousand. As at 31 December 2017 two of the Bureau’s members were
placed under monitoring and the amount of their bank guarantee, as per NBBMI’s Statutes, was set at EUR 1,200
thousand.

22.POST BALANCE SHEET DATE EVENTS

By means of Protocol dated 10 January 2018, the Management Board:

(1) made a decision for extraordinary monetary contributions by NBBMI’s members to the Bureau’s
Guarantee Fund at a total amount of EUR 4,000 thousand in order to collect funds to establish a bank
guarantee in favour of the Council of Bureaus. The individual contribution of each member is
determined in accordance with their market share.

(2) stipulated an additional monetary contribution to the Bureau’s Guarantee Fund at the amount of
BGN 10 for a period of 12 months for each vehicle for which Motor Third Party Liability insurance has
been concluded.
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(3) determined a bank guarantee in favour of NBBMI for Bureau members under monitoring procedure,
at the amount of EUR 5,000, in accordance with Art. 38b, Para 7 of the Bureau’s Statutes,

By means of a decision of the Management Board dated 12 February 2018, on the grounds of Art. 38b,
Para 10 of the Statutes of NBBMI, the monitoring procedure imposed on one of the two Bureau members
placed under monitoring in 2017 was terminated, and the amount of the bank guarantee for the insurance
company was reduced to the usual amount of BGN 600 thousand.

On 9 March 2018 NBBMI established a bank guarantee at the amount of EUR 4,000 in favour of the
Council of Bureaus.

On 10 May 2018 the Financial Supervision Commission announced that it made a decision to impose a
compulsory administrative measure on Insurance Company Olympic — Bulgaria Branch (member of
NBBMI), thus imposing a ban on the conclusion of new insurance and re-insurance contracts under all
classes of insurance, extending the period of concluded contracts and extending their coverage, as well
as on the free disposal of assets of the Branch on the territory of the Republic of Bulgaria. The decision
was made in relation to withdrawing the license of Insurance Company Olympic JSC in Cyprus and the
granting of a special license that only envisages the possibility to continue activities under already

concluded contracts, settling pending claims and collecting premiums due to the company, as well as
meeting other obligations.
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