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List of abbreviations

BNB Bulgarian National Bank

CBs Commercial Banks

CG Central government

ECB European Central Bank

EU European Union

ESA'95 European System of Accounts, 1995
IAS International Accounting Standards

ICs and PFs Insurance companies and pension funds

IMF International Monetary Fund

LG Local government

M1 narrow money

M2 M1 and quasi-money

M3 broad money

NPISHs Non-profit Institutions Serving Households

NSI National Statistical Institute

OECD Organization for Economic Cooperation and Development

OFIAs Other financial intermediaries and auxiliaries, except insurance companies and

pension funds

SDDS Special Data Dissemination Standard

SDR Special Drawing Rights

SNA'93 System of National Accounts, 1993

SSFs Social Security Funds

Legend

0 The indicator is less than 0.05 but more than nil.

- The indicator is nil.
p Preliminary data.

r Revised data.
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1.

I. General Methodological Notes

Methodological Conceptions and Rules of Monetary Statistics Organization

Monetary statistics is collected and compiled according to the international statistical standards

and covers, to a great extent, the rules of international financial statistics. The most important

standards include:

v
v

v

v

European System of Accounts (ESA’95) and System of National Accounts (SNA93);'

Regulation No. 13 of 22 November 2001 and Money and Banking Statistics Compilation
Guide, ECB, 1998;

Money and Banking Statistics Sector Manual: Guidance for the Statistical Classification of
Customers, ECB, 1998;

Monetary and Financial Statistics Manual, IMF, 2000.

Bulgaria is a member of the Special Data Dissemination Standard (SDDS) developed by the
IMF (see the National Summary Data Page on BNB web site: Statistics Section, Other).

b)

Main Rules:

Accounting rules — the accounting rules followed by commercial banks and the BNB are

presented in the Accountancy Law (November 2001) and International Accounting
Standards.’

Reporting rules:

Valuation of assets and liabilities — all financial assets and liabilities are reported at market or
close to market price. Financial instruments, however, as currency in circulation, deposits,
capital and reserves, cash and loans are reported at nominal value.

Revaluation of foreign currency positions — exchange rates as of end of the period are
applied.
Reporting of loans and provisions — for the purposes of statistics loans are shown on a gross

basis until their writing off. Accrued provisions are classified under Other liabilities.

Definition of the reporting period — the reporting period finishes on the last calendar day and
if it coincides with a holiday, on the last business day of the month.

¢) Economic territory and residency — the economic territory of the country consists of the

geographic territory administrated by the government; within this territory, persons, goods and
capital circulate freely. The economic territory includes the airspace, territorial waters, and
continental shelf lying in international waters over which the country has executive rights.
Also it includes territorial enclaves, i.e. geographic territories situated in the rest of the world
and used, under international treaties or agreements between states, by general government

' European System of Accounts - an international framework of accounts for a systematic and detailed description of
the country’s economy, its components, as well as its relationships with other economies developed by Eurostat.
ESA’95 is fully compatible with SNA’93 (a joint paper of the IMF, UN, OECD, the European Commission and the
World Bank). ESA’95 focuses primarily on conditions and data necessary for the EU.
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agencies of the country (embassies, consulates, military bases, scientific bases, etc.), and any
free zones.

Residents of the country are defined as institutional units which have a center of economic
interest’ within the economic territory of the country; their residence is on the same territory
and they manage a significant output in which they participate or intend to participate.

Branches of resident banks abroad with a center of economic interest on the territory of
another country are treated as non-residents. Branches of foreign banks licensed to operate in
the country are residents and are included in money-creating sector (see Sector Table).

Borderline cases of residency:

1) Bulgarian diplomatic, consular, commercial and other representations, as well as their
members and staff, and all Bulgarian citizens working for them who are staying abroad by
an appointment of the Bulgarian government, regular servicemen on long-term commission
abroad and civil persons from the Ministry of Defence employed in missions, headquarters
and bodies of international organizations, as well as the members of their families are
deemed residents. The foreign ones are classified as residents of their native countries.

2) The following persons are classified as resident units:

v’ Bulgarian citizens staying abroad for education purposes, irrespective of the length of
their stay;
v Bulgarian citizens staying abroad for medical treatment, irrespective of the length of

their stay.

The concept of residency is consistent with the Bulgarian Foreign Exchange Law, ESA’95,
and IMF Balance of Payments Manual, 5th edition.

d) Sector distribution — ESA’95 standards of sector classification of institutional units are
followed. The main sectors by residency include: Resident Sector (S.1) and Rest of the World
(S.2). The Resident Sector is divided into monetary financial sector, general government

sector and non-government sector. Monetary financial sector covers the BNB (S.121) and
monetary financial institutions (S.122); general government sector (S.13) consists of three
subsectors: central government (S.1311), local government (S.1313) and social security funds
(S.1314); non-government sector includes non-financial public corporations (S.11001), non-
financial private corporations (S.11002+S.11003), other financial intermediaries and
auxiliaries except insurance companies and pension funds (S.123 and S.124), insurance
companies and pension funds (S.125), households (S.14) and non-profit institutions serving
households (S.15). Non-resident Sector is divided into European Union and Third countries
and international organisations (see Sector Table).

e) Instrumental categories — in the Monetary Survey and Analytical Reporting, indicators are
defined in conformity with ECB Regulation No. 13, the Monetary and Financial Statistics

2 Unified national accounting standards harmonized with the international standards, valid until end-2002. After that
the International Accounting Standards came into effect.

3 An institutional unit has a center of economic interest within a country when there exists some location - dwellings,
place of production or other premises, which the unit engages or intends to engage in economic activities and
transactions for an indefinite period of time or for a definite but longer period of time (according to ESA’95 the
period is a year or more).



Manual of the IMF in accordance with ESA’95 and SNA’93. Definitions of most of the
instruments are given in the corresponding tables in Specific Methodological Notes.

f) Foreign currency distribution — all indicators and instruments are in levs and foreign currency,
including euro of the forex component.

g) Maturity structure — for the purposes of statistics financial assets and liabilities are presented
according to the original term to maturity (Regulation No. 13 of the ECB and SNA’93).

2. Reporting Units

As of the present moment they include the monetary financial institutions residing on the territory
of the Republic of Bulgaria. These are the BNB and all commercial banks, including foreign
banks’ branches registered in Bulgaria. Of all commercial banks, 28 are licensed to conduct bank
operations in Bulgaria and abroad and four are foreign banks’ branches.

Resident monetary financial institutions (MFI)* are included in the MFI list of EU accession
countries. This list is maintained by the ECB on the web site http://www.ecb.int.

3. Non-operating Banks

A specific feature of the monetary statistics in Bulgaria is the reporting of non-operating
commercial banks, which in fact is not included in the official monetary statistics. Data on such
banks is shown in a separate table: Monthly Sectoral Survey of Non-operating Banks. The
purpose is to get a clear picture of the banking system processes, if a bank with a revoked license
and under insolvency proceedings is excluded from the scope of the official statistics and
included in the group of non-operating banks’ and subsequently, if it is excluded from the
statistical survey.’

4. Basic Framework of Monetary Statistics

Reporting units shall submit reports pursuant to Article 55 of the Law on Banks. Data is collected
electronically via BNB’s virtual network with the commercial banks (as of 1 March 2002).

Monetary statistics framework includes two levels of data compilation and presentation:

On the first level, the accounting data received from individual reporting units is aggregated in
analytical reporting containing comprehensive balance sheet data on the BNB and commercial
banks. Analytical reporting of the BNB and analytical reporting of commercial banks aim to
provide data classified by residency, sector and instrument.

On the second level, data from analytical reporting is consolidated into a monetary survey. The
monetary survey is the main form of monetary statistics and contains a lot of important indicators

* According to the EU legislation, the scope of monetary financial institutions is wider and it includes the central bank,
credit institutions, money market funds and other institutions covering the definition, i.e. such institutions which
collect deposits or close substitutes for deposits from physical and legal persons, other than monetary and financial
institutions, and grant credits or invest in securities on their own account irrespective of the nature of their business.

3 Fourteen banks in December 1997, one in January 1999, one in April 2000, and one in June 2005.

® Exclusion from statistical survey:

a) acquisition of non-operating banks by operating banks: ten banks (July 2000, March 2001, February, August,
November and December 2002, April 2005, September 2005);

b) acquisition of non-operating banks' assets by the government represented by the State Receivables Collection
Agency: three banks in April, June, and December 2000 and two banks in January and February 2002; by companies
outside the banking system: one bank in July 2000.
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necessary for macroeconomic analysis. It reveals the mechanism of multiplying the monetary
base into aggregate money supply serving transactions in the national economy. Its structure is
built so as to facilitate the analysis of broad money and its sources. The monetary survey is
accompanied by a detailed presentation of the main elements (by sector and instrument).

5. Principles of Data Processing

v Aggregation — summing up data by balance of all institutional units within a sector or
subsector, or of all assets and liabilities in the framework of a particular indicator. For sectors
and subsectors, data on financial assets and liabilities is aggregated in instruments (i.e. loans
classified by sector of debtor and deposits classified by sector of creditor). Further
aggregation is used to combine the instruments into indicators.

v Consolidation — it refers to elimination of stocks and flows that occur between institutional
units, residents of the country, where they are grouped. The institutional units consisting of
head office and branches report consolidated data through elimination of claims and
obligations between them. (This rule does not apply to consolidation of data between a head
office and non-resident branches.) Further consolidation is made in the monetary survey
between commercial banks and the BNB.

v Netting — a general principle set in the international statistical standards is that data should be
collected and compiled on a gross basis. Despite this fact, some categories of data in the
monetary survey are also presented in net form due to their use for analytical needs. In the
monetary survey and analytical reporting, the following items are presented in net form:
foreign assets, claims on the central government, other items; concurrently, gross claims on
and gross liabilities to non-residents, central government and other unclassified assets and
liabilities are shown.

6. Policy of Revisions and Statistical Processing

Revisions of published data are made in the following cases:
> error in data;
» change in accounting or statistical standard.

Revisions are marked by the sign r and an explanatory text. In case of change in the standard,
historical data is also revised starting from the moment of occurrence of the event or change in
the standard.

Upon occurrence or creation of prerequisites for publishing a new indicator — sector, instrument,
etc. — historical time series are constructed by using statistical methods as of the moment of
indicator occurrence (where appropriate conditions exist).

7. Publications

Monthly data is as of the end of the reporting period and is published one month after the
reporting period (until the end of the next month). Monthly statistical data is also included in
periodical publications of the central bank: annual and semiannual reports of the BNB, monthly
bulletins. Publications are available on paper and on the web site of the BNB: www.bnb.bg.


http://www.bnb.bg/
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I1. Specific Methodological Notes

The monetary statistics is presented in dynamics in a monetary survey, analytical reporting of
the BNB and analytical reporting of commercial banks, and in some additional tables which
contain more detailed information. The principle of the organization of all tables is the
following: the data is broken down by sector, indicator, national and foreign currency,
including euro, instrument and maturity, while the indicators on the asset side are grouped by
sector and instrument and on the liability side — by instrument and degree of executables.

Simultaneously monthly sectoral surveys of the BNB and commercial banks are compiled and
published. These are static tables presenting the relevant assets and liabilities indicators in a
way which allows identification of the sector affiliation of the balance sheets items.

Monetary statistics (dynamic or static) is compiled on the basis of the monthly reporting of
the BNB and commercial banks. Information on the non-operating banks is presented in an
annex to the monetary survey which has informative purposes only.

Tables 1, 1*,2 and 3: Monetary Survey and Analytical Reporting

The structure of the monetary survey may be expressed by the following mathematical
identity:

net foreign assets + net domestic assets = broad money + long-term liabilities
Net domestic assets include domestic credit, fixed assets and other items (net).

The analytical reporting of the BNB and commercial banks follow the format of the monetary
survey.

Indicators

Net Foreign Assets'' — a balance between gross foreign assets and liabilities of the banking
sector. Gross foreign assets are reported by instrument and include Bulgaria’s international
forex reserves and other foreign assets of the BNB and commercial banks. Gross foreign
liabilities reflect liabilities of the BNB and commercial banks to the foreign sector. A split of
gross foreign assets and liabilities of the BNB is made in Table 5: Foreign Assets and
Liabilities of the BNB.

Domestic credit — incorporates credit to the consolidated general government sector and non-
government sector.

Credit to the consolidated general government sector includes net claims on the central
government and gross claims on local government, and social security funds. Credit to the
non-government sector includes gross claims on non-financial corporations, financial
corporations, households and NPISHs.

Fixed assets — movable or immovable non-financial assets which monetary financial
institutions intend to use over a period longer than one year in their main activity.

Other items (net) — consolidates all components of the balance sheets of the BNB and
commercial banks which are not included in the instruments displayed above. They include

! Monetary gold, special drawing rights holdings, claims on interest and interest liabilities in Net foreign assets
are in BNB only.



relations between commercial banks (net), other assets and liabilities (net) and relations
between the BNB and commercial banks (net). Accrued and overdue interest, derivatives,
depreciation, provisions, as well as assets and liabilities which are not included elsewhere are
part of the Other assets and liabilities (net) item. The balance on the Relations between the
BNB and Commercial Banks (net) item reflects the float as a result of netting of claims and
liabilities between commercial banks and the BNB.

Broad money (money supply) comprises liabilities with money character of banks to the
resident sector with the exception of the liabilities to the central government and the banking
sector (money-holding sectors: see Sector Table). Monetary aggregate instruments are
grouped by liquidity and are presented by currency and sector.

The following monetary aggregates are used: M1, M2, and M3. The M1 monetary aggregate,
commonly referred to as narrow money, includes the most liquid instruments used in
settlements (currency outside banks and overnight deposits in national and foreign currency).
The M2 monetary aggregate comprises quasi-money and the M1 monetary aggregate. Quasi-
money comprises deposits with agreed maturity of up to two years and deposits redeemable at
notice of up to three months (including savings deposits). The least liquid financial
instruments include repos and debt securities issued up to two years. They are denominated in
national and foreign currency and together with M2 form the broadest monetary aggregate,
M3, commonly referred to as money supply (broad money).

Long-term liabilities and monetary financial institutions — include liabilities of monetary
financial institutions with maturity of over two years or with a notice of over three months, as
well as capital and reserves. Capital and reserves comprise the statutory fund of the banking
system reserves and financial result.

Types of Instruments Grouped within the Indicators
Assets side:

1. Repos — funds extended under agreements for reverse repurchases of securities where
one of the parties receives funds against securities sold under a firm commitment to
purchase the same or similar securities at a particular price on a fixed future date.

2. Loans — financial assets arising to provide borrowers with funds, goods or services. Loan
terms (fixed by the creditor or negotiated) are set in an untransferrable document. Loan is
an unconditional debt which shall be repaid upon maturity and shall generate income in
the form of interest (see Table 6).

3. Securities other than shares — includes securities other than shares and other equity
which give the holder the unconditional right to fixed income or contractually
determined income in the form of coupon payments and/or stated fixed sum at a stated
date or dates starting from the issue date till the date set as maturity/redemption date.
These securities do not grant the holder any ownership rights and interest over the
issuing company. Also included are instruments with the same characteristics but with
options for conversion into shares or other forms of ownership. The Securities other than
shares indicator covers various types of bonds and other debt securities of bond nature,
regardless of the intention for their acquisition and the period of holding. The intention
of acquisition involves holding securities to maturity, securities for trade, and securities
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put up for sale. This indicator includes marketable and high-liquid instruments, i.e.
money market instruments of the non-government sector held by commercial banks, with
an original maturity of up to one year, freely transferable and marketable. These can be
discount bills and bills accepted by commercial banks as well as other commercial paper
used by bankers as a form of short-term investment. Also included in the Non-financial
Public Enterprises sector are compensatory instruments held by commercial banks.'?

4. Shares and other equity — holdings of securities which represent property rights in

corporations. These securities generally entitle the holders to a share in the profit of
corporations and to a share in their own funds in the event of liquidation.

Liabilities side:
1. Currency outside banks is currency into circulation less commercial banks’ vault cash.

2. Deposits are funds accepted by monetary financial institutions payable at sight, without
any notice, at notice or under other preliminary agreed payment conditions. Deposits
are agreed upon between the parties by negotiating the terms of keeping deposit
accounts, interest amount (if the agreement provides for interest accrual), terms of
payment and sanctions for the parties in case of failure to perform their obligations.
These are liabilities of the financial institution.

v Overnight deposits include deposits without agreed maturity and which are
immediately convertible into currency or transferable on demand through banker’s
order or by cheque without significant restrictions or penalties. One-day deposits are
also included in this item.

v Deposits with agreed maturity are not immediately available as they have an agreed
term prior to withdrawal. These deposits cannot be used in settlements and are not
convertible into currency without any significant restrictions or penalties. They are
broken down by maturity: up to two years and over two years. These include loans
received with the exception of those from the IMF.

v" Deposits redeemable at notice include savings deposits and other deposits
redeemable at notice. Savings deposits are untransferable deposits without specified
maturity used for safekeeping of funds of households against issuance of a personal
savings book or analogous document. These include lending for house purchase,
children’s deposits and other deposits. Other deposits redeemable at notice are
untransferable deposits without specified maturity which cannot be converted into cash
without any notice. Their conversion into cash is not possible or they can be converted
into cash prior to the term of the notice but by imposing a sanction. Untransferable
deposits with specified maturity which can be converted into cash prior to maturity only
at notice are also included here. The maturity structure of the term of notice presented is
up to three months and over three months.

12 Compensatory instruments include compensatory bills and housing compensatory bills issued under the Law on
Compensation of the Owners of Nationalized Properties and registered compensatory bills issued under the Law
on the Restitution of Ownership and the Use of Agricultural Lands. These instruments are issued by the
government and are freely transferable. Pursuant to the Law on Public Offering of Securities, these are referred to
as securities.



v" Repos include cash received against securities sold by monetary financial institution
under a firm commitment to purchase the same (or similar) securities at a particular
price on a fixed future date.

v" Debt securities issued include securities other than shares and other equity issued
by commercial banks, generally traded in the secondary market, that do not grant the
holder any ownership rights over the issuing bank. Non-marketable instruments issued
(which have not been initially placed through a stock exchange or other official
marketplace) and subsequently becoming marketable also belong to this item. Debt
securities issued are broken down by maturity: up to two years and over two years.

Table 4: Monetary Base (Reserve Money) and Money Supply Mechanism

Money supply is based on commercial bank monetary base (currency outside banks and bank
reserves) multiplication. Money supply is determined by using M1, M2 and M3 monetary
aggregates.

Monetary base (reserve money) consists of currency outside banks and commercial bank
funds (bank reserves). The latter include commercial bank deposits with the BNB and cash in
commercial bank vaults. Commercial bank deposits include minimum required reserves and
excess reserves (overnight deposits and deposits with agreed maturity). Dynamics of reserves
depends on the amount of required reserves (comprising a set portion of deposits) and excess
reserves. The amount of required reserves is set by the Managing Board of the BNB and is the
only instrument of the central bank monetary policy under a currency board. The amounts of
excess reserves reflect the liquidity of commercial banks and the trend toward greater
security.

Money Supply Mechanism

Money supply (M3) may be expressed as a product of monetary base and the money multiplier
variable.

Money multiplier characterizes the degree of multiplication effect as a result of commercial
bank activity. This effect is measured by the ratios of broad money (M3) or individual
monetary aggregates (M1 and M2) to reserve money. The money multiplier reflects the
currency outside banks to deposits' ratio and the bank reserves to deposits ratio, known as
factors in determining money supply. The currency outside banks to deposits ratio depends
primarily on the public behavior, while the bank reserves to deposits ratio reflects commercial
bank behavior.

Sources of Reserve Money

Under a stable money multiplier, total money supply may be influenced through reserve
money sources.

Foreign assets (net) reflect an increase/decrease in Bulgaria’s forex reserves. Under a
currency board changes in forex reserves at the expense of government deposit do not directly
affect the monetary base and it is automatically sterilized.

'3 Repo agreements and debt securities issued and received loans are included.
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Claims on central government (net) — the net position of the government is a result of assets
netting (balances on lev loans disbursed prior to June 1997 pursuant to the former Law on the
BNB and balances on forex loans under Article 45 of the Law on the BNB) its liabilities.

Claims on non-government sector include only claims on shares and other equity on the non-
government sector.

Claims on commercial banks — the balance sheet reports balances on loans extended prior to
June 1997 and unpaid interest on these loans'*.

Remaining items (net) include assets and liabilities, which are not classified to any other item.

Table 5: Foreign Assets and Liabilities of the BNB

The table displays claims and liabilities of the BNB to non-residents forming the positions of
foreign assets and liabilities.

Instruments
BNB Foreign Assets:

Central bank’s foreign claims are divided into two groups according to their liquidity -
international reserves and other foreign assets:

1. International foreign exchange reserves include the most liquid foreign assets. Under a
currency board (introduced on 1 July 1997) international foreign exchange reserves shall
be equal to the assets of the Issue Department included in the BNB consolidated balance
sheet (described in Article 28, para. 3 of the Law on the BNB).

International forex reserves are divided into three subsectors: non-resident banks, non-
resident governments and other non-residents including the following indicators:

v" Cash — banknotes and coins held in freely convertible foreign currency;
v" Special Drawing Rights (SDR)15 held by the BNB;

v Monetary gold consisting of gold bullion in standard form in vault and monetary
gold deposited with foreign banks. From 01.07.1997 up to 31.01.2005, pursuant to Art.
28, para.3, item 6 of the Law on BNB, the stock of monetary gold is valued at BGN 500
per troy ounce or market value if lower. From 01.02.2005 onwards, monetary gold is
valued at market value.

v" Deposits — funds in freely convertible currency held by the BNB on accounts with
foreign central banks graded by degree of liquidity (overnight deposits, deposits with
agreed maturity, deposits redeemable at notice);

v" Repos include funds received in the BNB against a sale of securities with a
commitment of reverse repurchase of the same or similar securities at a particular price
on a fixed future date;

' Article 33. (1) The Bulgarian National Bank may not extend credits to banks, except in the cases under para. 2.
(2) Upon emergence of a liquidity risk that may affect the stability of the banking system, the Bulgarian National
Bank may extend to a solvent bank lev-denominated credits with maturity no longer than three months, provided
they are fully collateralized by gold, foreign currency or other such high-liquid assets.

15 Special Drawing Rights are reserve assets established by the IMF in addition to existing reserve assets. The
value of SDR is set on the basis of a basket of reference currencies (euro, British pound, US dollar, Japanese

yen).



v" Securities other than shares — debt instruments held by the BNB, issued by non-
resident banks, financial institutions and governments, whereof liabilities are assigned
one of the two highest ratings by two internationally recognized credit rating agencies,
and which are payable in freely convertible currencies with the exception of debt
instruments given or received as collateral;

v Reserve position in the IMF — Bulgaria’s unconditional right to draw funds from the
IMF. This indicator reflects the payment of forex component in Bulgaria’s quota and
indicates the balance between the quota and the cash of IMF in national currencylé.

v' Interest receivable includes claims on accrued interest. The specificity associated
with the currency board suggests that interest receivables and interest payable are
reported as part of the International reserves, correspondingly as part of Bulgaria’s
foreign liabilities. Therefore, they are not reported as part of Other assets and Other
liabilities as in other reporting units.

2. Other foreign assets include less liquid claims on non-residents which after the
introduction of the currency board are reported as part of assets of the Banking
Department. This position is divided into two sectors (non-resident governments and
other non-residents) and includes the following instruments:

v" Securities other than shares — debt securities which are not included in international
reserves;

v Shares and other equity — capital investment in international financial institutions
(e.g. BIS, Basel);

Foreign Liabilities of the BNB

Foreign liabilities of the BNB reflect the central bank’s liabilities to the non-resident sector
grouped into non-resident banks, governments and other non-residents. Following the
introduction of the currency board, foreign liabilities are comprised only of Bulgaria’s
liabilities to the IMF and include the following instruments:

v" Loans — interest-bearing credits with a fixed term received from IMF common

funds;

v Accrued interest payable — this item includes interest payable to the IMF.

Table 6: Loans to Non-financial Corporations and Households and NPISHs

This table reveals information on loans (their residual value) by type, currency and sector.
Loans are reported under the Claims on non-government sector item in the monetary survey
and analytical reporting. Loans are financial assets providing funds, commodities and services
to borrowers. Loan conditions (set by the creditor or agreed upon) are usually finalized in a
non-transferable document. A loan is an unconditional debt payable upon maturity and
bearing income in the form of interest. Loans to non-financial corporations (public and
private) and households and non-profit institutions servicing households (NPISHs) are

'6 Reserve position can be raised to the amount of funds in national currency used by the IMF in transactions with
other member countries.
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extended only by commercial banks, as after the introduction of the currency board in 1997
the BNB may not extend loans to these sectors'’.

Types of Loans
1. By maturity

v Short-term loans — loans with an original maturity of one year or less. Short-term loans,
overdraft and overdue short-term loans are reported in this category.

v Loans with maturity of over one to five years — loans with an original maturity exceeding
one year but less than five years, including overdue loans.

v" Loans with maturity of over five years — loans with an original maturity exceeding five
years, including overdue loans.
2. By quality

v' Regular loans — loans classified as “standard exposures” and “watch exposures*
(excluding - restructured loans) as per Ordinance No. 9 of BNB..

v' Bad and restructured loans'® — the total amount of balance sheet loans exposures, which

are classified as “substandard exposures”, “non-performing exposures” and restructured loans
(regardless of which group they are classified in) as per Ordinance No. 9 of BNB, is included.

3. Byuse

v" Consumer loans — these are loans extended to households. Consumer loans are used to
buy goods and services for personal use by households.

v Lending for house purchase — these are loans made to households against security
(mortgage, guarantee, etc.) to finance real estate construction or purchase of homes. Also
included are loans for home improvements.

v' Other loans include loans extended to households for business purposes, training, etc.
These are loans made to physical persons with commercial, production or other purposes (e.g.
financial leasing, agricultural loans, etc.)

4. By manner of disbursement

v Overdraft — overdrafts are loans made by banks when funds on customer current accounts
are insufficient to meet ordered payments. Payment is automatic upon receipt of funds on
current accounts. Included are both overdrafts with pre-agreed interest terms and amounts and
without pre-agreed terms.

v Loans (see item 1).

Tables 7 and 8: Memoranda to the Analytical Reporting of the BNB
and Commercial Banks

The memoranda show accrued interest and interest arrears on claims and liabilities by type of
instrument, derivatives as well as all adjusting balance sheet items employed in accounting
practices (i.e. depreciation and provisions).

Data in the table is as of December 2001 since when there is available information.

17 Article 56, item 1 of the Law on the BNB: ‘Except in the cases provided for by this Law, the Bulgarian National
Bank may not: 1. extend credits or buy securities or any other negotiable instruments.
18 Until 30 June 2006 the indicator includes overdue principal, which is not paid.



Description of Items

Accrued interest is interest receivable/payable accrued that has not matured, recorded on a
current accrual basis. According to the analytical reporting this interest is recorded in the
Other liabilities item in the monetary survey. A specificity of the BNB analytical reporting is
that interest accrued on international reserves and IMF loans is recorded in the Foreign assets
item, correspondingly the Foreign liabilities item.

Interest arrears are interest accrued that has not been collected at maturity. Subject to
reporting are only balance sheet reported items.

Provisions include allocated provisions for impairment loss (currently the specific provisions
on assets), as well as provisions recognized as liabilities in accordance with IAS and
Bulgaria’s effective legislation. For statistical purposes, assets subject to provisioning are
stated on a gross basis and the allocated provisions are included in the Other liabilities item.
(See General Methodological Notes)

Depreciation represents a kind of adjustment to depreciable long-term tangible and intangible
assets. In the published information, long-term assets are reported on a gross basis and
accrued depreciation is recorded in the Other liabilities item.

Derivatives include the gross fair value of all derivatives held by monetary financial
institutions and reported in the balance sheet.

Tables 9 and 10: Monthly Sectoral Survey of the BNB and Commercial Banks

Monthly sectoral surveys show on a gross basis the claims and liabilities of commercial banks
and of the BNB so that asset and liability balance sheet items can be identified by sector.
Tables are static and contain information on end-of-month balances. Presented data is in
compliance with the main principles of sectoral classification and aggregation of instruments
into indicators.

1. Sectoral classification — the main principles set out in ESA’95 have been complied
with. All items that are not classified by sector as well as banks’ own claims and
liabilities are reported in a separate column as not allocated.

2. Financial indicators — the scope and content of the indicators are described underneath
respective tables. In terms of items, they are identical to monetary survey items and
analytical reporting.

Specific Features of Monthly Sectoral Survey of the BNB

For the purposes of the table, BNB foreign claims are grouped by sector where foreign assets,
included in international reserves, and other foreign assets of the central bank are presented
together. Cash in foreign currency, Special Drawing Rights and monetary gold are
represented in column Not allocated. Foreign assets grouped according to their liquidity as
international reserves or other foreign assets are represented in table 5: BNB Foreign Assets
and Liabilities.
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Tables 11: Monthly Sectoral Survey of Non-operating Banks

An appendix is created to the monthly monetary survey, Monthly Sectoral Survey of Non-
operating Banks, designed to inform without being part of the official monetary statistics.

The monthly sectoral survey reflects the current state of the group of non-operating banks
(one in number at present). The structure and principles of preparation correspond to the
Monthly Sectoral Survey of operating banks. Maturity and liquidity are excluded from these
indicators, given the specifics of these banks.

Specific Features

The bankruptcy proceedings for the first group of banks began in 1996. At that time the
operative law provided protection for some deposits and the Ministry of Finance assumed
these banks’ liabilities to depositors. This way the banks’ debts to depositors were
transformed into a debt of the government. For this debt the government issued guarantee
securities denominated in BGN and USD in favor of the banks that had taken its service. The
banks’ liabilities to the government are presented as liabilities of the government sector.

In 1998 the legal framework was changed in order to set up the Deposit Insurance Fund and
this Fund assumed the debts and subrogated the depositors’ rights to the banks up to the
guaranteed amounts.

Table 12: Monetary Aggregates and Their Counterparts — ECB Presentation

The table presents monetary aggregates and their counterparts according to the European
Central Bank format.
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