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REPUBLIC OF BULGARIA
Ministry of Youth and Sports

TO

MR. NIGEL FREEMAN
EXECUTIVE DIRECTOR
WORLD CHESS FEDERATION

DEAR MR. FREEMAN,

As a result of the inspection conducted by the Inspectorate Unit under article 64a of the
Physical Education and Sports Act (PESA), it was found out that during the period
01.01.2014 — 31.12.2014, the Bulgarian Chess Federation (BCF) has inexpediently spent
funds in the amount of BGN 381 386.86. The Ministry of Youth and Sports and the Bulgarian
Chess Federation have entered into an agreement dated 10.08.2016 for deferred payment of
liabilities in the amount of BGN 476 105.51, including an interest in the amount of BGN
94 718.65.

The Bulgarian Chess Federation failed to fulfil its obligations for payment of the instalments
as per the repayment schedule agreed upon — payment of the instalments on the respective
maturity date and in the respective amount.

With letter dated 19.07.2017, BCF was notified to pay the overdue amounts within seven
days.

On 27.07.2017 a letter was sent to BCF stating that due to the federation’s failure to pay the
amounts due within the specified time period, the Ministry of Youth and Sports would
terminate the agreement for deferred payment of the liability under such agreement. The letter
was served on 01.08.2017 personally to Mr. Nikolay Velchev — executive director of the
federation, and the receipt was verified by his personal signature.

As a result of another unscheduled inspection conducted subsequently by the Inspectorate
Unit under article 64a of PESA for the period 2011 — 2014, it was found out that the
Federation actually had to reimburse quite more funds and the amount of BGN 381 386.86
inexpediently incurred for 2014 has increased to BGN 2 097 461.43 for the period 2011 —
2014. These funds have not been spent for their purpose, and namely for payment of charges
for conducting championships and tournaments of the European Chess Union (ECU). During
the inspection of BCF, the Inspectorate Unit has also found violations of legal regulations.
Furthermore, some of the tournaments held have not been on the official ECU calendar and
the sports federation has not charged and collected hosting charges, etc. in compliance with
the ECU Regulations.

In the course of the unscheduled inspection, the Inspectorate Unit has reviewed the findings
set out in a report of the Public Financial Inspection Agency (PF IA), together with the letter
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of the European Chess Union dated 14.12.2015 and annexes enclosed thereto, Arbitration
Ruling of the Court of Arbitration for Sport under the case of BCF versus ECU, etc.

On 1 August 2017, the Ministry of Interior gave BCF one week time period to reimburse the
amount in question that expired on 8 August 2017, and the funds were not credited to the
account of the Ministry.

With view of the above and on the grounds of article 17b, paragraph 4, item 6 of PESA, in
relation to the existence of overdue liabilities to the Ministry of Youth and Sports, the license
commission at the Ministry adopted unanimous resolution to propose to the Minister not to
renew the sports license of BCF.

By my order No RD-10-50/10.08.2017, the renewal of BCF’s license was refused and
therefore for the time being there are no legal grounds for the association to coordinate,
control and administer the chess sport on the territory of the Republic of Bulgaria.

To this end and with view of protecting the interests of the state, the Ministry of Youth and
Sports has initiated interim proceedings before the competent Bulgarian court — Sofia City
Court, and has submitted an application for security of a future claim for injunction over the
property of the Bulgarian Chess Federation, as well as a statement of claim for the amount
due. Furthermore, the Ministry of Youth and Sports has referred to the Prosecutor’s Office for
conducting an inspection and identification of the person — perpetrator of a possible crime,
and has made a request for inspection of the bank accounts to which the amounts have been
transferred.

Please, do not hesitate to contact us if any additional information is needed.

ENCLOSED: Copy of order No RD-10-50/10.08.2017 of the Minister of Youth and
Sports

KRASEN KRALEV
Minister of Youth and Sport
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PEITYBJIHUKA BBJITAPUSA
MuHHCTEPCTBO HA MAAIEXKTA H CIOPTA

JAITOBE J

we ZAY-50
Codus, Ipﬁg 2017 rop.

Ha ocHoBaume un. 176, an. 4, . 6 oT 3akoHa 32 QH3MUECKOTO BB3NUTAHHE K cropra
(3®BC) u BB3 ocHoBa Ha mporokon ot (04.08.2017 r. or paGorara xa Komucusra 3a
manensupane u arectupane (KJIA), rasnavena cne 3anosen Ne PJ1-09-339/29.05.2017 r. ma
MHHHCTBpPa Ha MJIAZICXKTA H ClOpTa

OTKA3BAM

[lognopapsHero Ha cnoprHa ymuensus Ne 000045 na capyxenue ,bniarapcka
denepauns mo maxmar”, per. ¢. m Ne 11591/1991 r. no onmca wa CI'C., BYJICTAT
121331360, cenanuue u agpec rp. Codusa, 6yn. Bacwn Jlencku Ne 75, TOPasIH CIEHNUTE

MOTHBH:

Capyxenue ,bwarapcka Qegepauus no maxmar” (BOILD, NpPUTEXKABaAIIO CIOPTHA
manensud Ne 000045, samwpma mo 05.06.2017 r., e mogano 3aspiIcHHC u JIOKYMCHTH 3a
TIOIHOBABAHC HA CIIOPTHA JIMHECH3MA cbrulacHo wi. 176, an. 1 ot 3®BC ¢ Bx. No 09-00-
1343/24.01.2017 r.

Ha 3acenamus na KJIA na 20.04.2017 r., 12.06.2017 r. u 04.08.2017 r. ca pasrneaHu
&JIBIICHACTO C NPHIOKCHATE IOKYMEHTH, KakTO U CTaHOBHIIA 0T “"Hanmonaina cnopraa 6aza”™
EAZL, .. Axanemnka 2011 EAJL Hucnexropara no ui.64a ot 30BC, mupeknus ,,Ourancn” u
mupexnns , Ennten cnopr (Cropr 3a Bucoku noctuskenus ) 8 MMC.,

Mexny MMC n BOIII e ckmoueno criopasymenne No 36-00-1385/10.08.2016 r. 3a
Pa3CpOMCHO IUIALIAHE HA [APUYHH 3ahDKCHHSA, TPOH3XOXAAUIA OT 3aIbIDKCHHETO 3a
BBICTAHOBABAHE HA HELCACCHOOPA3HO M3PA3XOBAHA IYOIHYHH CPEACTBA, NPEIOCTABEHH OT
MMC no HOpMaTHBHOYCTAHOBHUSA pejt 3a (PHHAHCOBO MoAMOMarane Ha BOL 3a peanMsupaHe
Ha NpoexTH no aorosopu Ne 36-00-14/21.01.2014 r. u Ne 36-00-381/08.05.2014 r-

B namerna 3ammcka ¢ Bx. Ne 09-00-1686/12/31.05.2017r. aupexuus ., OuHancu”
uHbopmupa KJIA, ye BOUI ne usnbauspa CHNOPa3yMEHHETO 3a Pa3CPOYEHO IIAIMAHE, KaTo €
TOCOHEHO, e xeM 31 Mait 2017 r. denepanmsara uma 5 npocpouend BHockH 1o 19 838 is.
O6moTo mpocpodeHo 3aaBKEHHE KbM Ta3d jaTa ¢ B pasmep ua 99 190 1B, or kouro
TJIaBHALA B pa3mep Ha 79 455 n8. u uxsa B pasMep 19 735 na.

C mremo m3x. Ne 09-00-1686/16/19.07.2017 r. e OoTnpascHa 1okaHa KeM BO®OIIl 3a
Jallallale Ha TpOCpPOYEHaTa CyMa, KOATO KBM Ta3M jara Bb3nmM3a Ha 141 953, 26 ..
rnagHuua W nkxea. Ha 26.07.2017r. 8 MMC e noctsmuno nuemo ot BOIIL ¢ koeto ce ueka
HOBO pa3CpoUYBaHe Ha 3a0bJUKCHHATA Ha eacpalusaTa.
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C muemo w3x. Ne 09-00-1686/19/27.07.2017 r. MMC npexparssa CKIOYEHOTO
CIIOpa3yMEHHE 3a pascpoueno mamane ¢ bOIII mopagu nenoracasawe oT (enepanuaTa B CpoK
Ha YTOBOPEHHTE BHOCKH. He mamane Ha caMo ena 0T BHOCKHTE 110 CIOPa3yMEHHETO MpaBH
msIaTa cyMa u3uckyema. [IncmoTo e monyqeno Ha peka Ha 01.08.2017 r. or Hukonaii Beryen
— H3MBJIHATE/ICH JMPCKTOP Ha Qelepaunara, KOeTo € yI0CTOBEPEHO ChC COOCTBEHOPBYHUA MY
IO ATIHC.

KeM MoMenTa 11stata cyMa no criopazymenne Ne 36-00-1385/10.08.2016 r. B pa3mep
Ha 476 105,51 nepa (YCTHPHCTOTHH CEAGMICCET M INECT XWIISM CTO W MeT 1eBa M 51 cr.) e
M3HCKyeMa BEJTHO C THXBHTE.

Bb3 OcHOBA Ha TOPHOTO HaMMpaM 3a YCTAHOBEHO, 4e capyxenme . Bwarapcka
penepanus no maxmar” WMa IPOCPOYCHH 3a/IBIDKCHUA KbM IbPKABATA — IIOCOYCHATA 1I0-T0pe
CyMa, MPOH3XOXKJAlla OT NOMIeXANH Ha BhicTaHoBsBaHe oT BOIIl mybmrurm cpenctsa,
npepoctasen # 0T MMC, 3a kosTo € GHI0 CKITIOUEHO CTIopasyMeHHe 3a PascpodeHo TIamaHe,
€AHOCTpaHHO npekpareHo oTr MMC nopaanm HewsnbaHenue o1 crpasa Ha bBOII -
HE3aIUIAAHE Ha HHTO €JHA OT YrOBOPEHHTE I[IOTaCHUTE/HH BHOCKH. OIHCAHOTO e

OPEANOCTABKA 32 0TKA3 32 MO/HOBMBANE HA CHOPFHATA JIHUCH3INA HA OCHOBanue 91. 176,
an. 4, 1.6 or 3@BC.

3anoseTa la ce M3TpaTH Ha CApYXeHHe .. Bhirapeka desepanus mo maxmar’.

3anoseara nopaexn Ha obxkajBane mo pea Ba AJAMHHHCTPATHBHONIPONECY AJTHHS
KOJIeKC 4pe3 MHHHCTHPA HA MIAJEKTA M CIOPTA npel BupxosHus agMuHHCTpaTHBeH
¢bl B 14-aHeBen cpok 0T chobmananero i.

Ha ocxoBanme wi. 17, ax. 2 ot 3@BC o6xkansaneTo He cNHPa HINLIHCHHETO HA
3AI0BE/TA.

KPACEH KPAJIEB [
MununcTsp na MuanexTs n cffopra

/
Tnasen cexpemap: /]
/A. Maproe/ pE. 201, '
Hupexmop na Jlupexyus CBII: Hupexmop na Jupexyus AITHO:
/A. Boesa/ /B. [lenosckw/
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HeoguyuaneH npesod

ORDINANCE
Ne RD - 10 -50
Sofia, 10.08.2017

Pursuant to Art. 17b, para 4, item 6 of the Physical Education and Sports Act and on the basis of a
protocol of 04.08.2017 of the work of the Commission for Licensing and Attestation appointed by
Order No. P - 09- 339 / 29.05 .2017 of the Minister of Youth and Sports

I REFUSE

The renewal of the sports license number 000045 of the Association "Bulgarian Chess Federation" reg.
No. 11591/1991 according to the register of Sofia City Court, BULSTAT 121331360, registered office
and address Sofia, Bul. Vasil Levski 75 for the following

REASONS:

Association “Bulgarian Chess Federation”, holding a sports license Ne 000045, valid until
05.06.2017 has filed an application and documents for renewal of a sports license under Art. 17b, para.
1 of the Public Offering of Securities Act with entry Ne 09-0001343 / 24.01.2017.

At the meetings of the Licensing Commission on 20.04.2017, 12.06.2017 and 04.08.2017 are
considered the application with the attached documents, as well as the opinions of "National Sports
Base" EAD, "Academic 2011" EAD, the Inspectorate under Art.64a of the Financial Controls
Directorate, Finance Directorate and Elite Sport (Sport for excellence) Directorate at the Ministry of
Youth and Sports.

Between Ministry of Youth and Sports and Association "Bulgarian Chess Federation" an agreement
Ne 36-00-1385/10.08.2016 has been concluded for deferred payment of monetary liabilities stemming
from the obligation to recover inappropriately earmarked public funds granted by the Ministry of
Youth and Sport under the established procedure for financial support of Association "Bulgarian
Chess Federation" for realization of projects under contracts Ne 36-00-14/21.01.2014 and Ne 36-00-
381/08.05.2014.

In'a memorandum, the Finance Directorate informs the Commission for Licensing and Attestation
that Association “Bulgarian Chess Federation™ does not fulfill the deferral payment agreement,
indicating that as of 31.05.2017 the federation has 5 overdue installments of BGN 19 838. The total
overdue liability at that date amounts to BGN 99,190. of which principal amounting to BGN 79 455.
and interest in the amount of BGN 19 735.

By letter Ne 09-00-1686/16/19.07.2017 an invitation was made to Bulgarian Chess Federation for the
payment of the overdue amount, which at that date amounted to BGN 141 953.26. principal and
interest. On 26.07.2017 at the Ministry of Youth and Sports a letter was received from Bulgarian
Chess Federation requesting a new rescheduling of the Federation's obligations.

By letter Ne 09-00-1686/19/27.07.2017 Ministry of Youth and Sports terminates the concluded
deferral payment agreement with Bulgarian Chess Federation due to the fact that the Federation fails
to pay it within the agreed installments. Not payment of only one of the installments under the
agreement makes the entire amount required. The letter was received by hand on 01.08.2017 by
Nikolay Velchev - Executive Director of the Federation, which is certified with his own signature.
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At present, the total amount under agreement - amounting to BGN 476,105.51. is required together
with interest.

On the basis of the above, I find that Bulgarian Chess Federation have overdue debts to the State - the
above-mentioned amount, coming from recoverable from Bulgarian Chess Federation public funds
provided to it by the Ministry of Youth and Sports for which an agreement was concluded a deferred
payment agreement unilaterally terminated by the Ministry of Youth and Sport due to non-fulfillment
by Bulgarian Chess Federation failure to pay any of the agreed repayments. This is a prerequisite for
the refusal to renew the sport license on the grounds of Art. 17b, para. 4, item 6 of the FFA.

The order is to send to "Bulgarian Chess Federation".

The order is subject to appeal under the Administrative Procedure Code through the Minister of Youth
and Sports before the Supreme Administrative Court within 14 days of its notification.

Pursuant to Art. 17d, para. 2 of the EFSF the appeal does not stop the execution of the order.

KRASEN KRALEV
Minister of Youth and Sports





