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INDEPENDENT AUDITORS” REPORT

To the National Bank of Moldova

1. We have audited the accompanying financial statements of the National Bank of Moldova (“the
Bank™), which comprise the balance sheet as at 31 December 2007 and the income statement,
statement of changes in equity and cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

2. Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditors’ responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

5. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
6. In our opinion, the financial statements present fairly, in all material respects, the financial
position of the National Bank of Moldova as of 31 December 2007, and of its financial

performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

19 March 2008

Gt (4 Vaz?

Emst & Young
Chisinau, Moldova



NATIONAL BANK OF MOLDOVA
BALANCE SHEET
as at 31 December 2007

Notes 2007 2006
MDL '000 MDL 000

ASSETS
Cash and short term placements with banks 5 11.038,139 5,983,251
Due from International Financizl Institutions 0 2.202.960 2.394.300
Due from the Moldovan Government 7 1,972,560 2.113,822
Securities 1ssued by the Moldovan Government 8 408.537 402,574
Loans granted to banks and individuals 9 3%.839 46,032
Investment securities 10 4,056,392 4019326
Tangible assets 11 26.574 31,045
Intangible assets 11 12.963 16,730
Other assets 12 7.325 3,730
TOTAL ASSETS 19,764.289 15.010.810
LIABILITIES, CAPITAL AND RESERVES
Liabilities
National currency issued into circulation 13 7.603,347 5.817.191
Due to the Moldovan Government 14 2506809 RT71.627
Due to banks 15 4054556 1,824,397
Certificates issued by the National Bank of Moldova 812,928 943.347
Due to International Financial Institutions 4,014,172 4,218,728
Other liabilities 17 144,044 335542
Total liabilities 19.135,850 14.010.833
Capital and reserves
Authorized capital 18 288,923 288,923
General Reserve fund 18 320,277 577.845
Total statutory capital 609,200 860,768
Reserve of unrealized foreign exchange gains from foreign - 133,009
currency stocks revaluation 18
Reserve of unrealized gains on revaluation of mvestment
securities 18 17.643 -
Other reserves 18 1,590 110
Total capital and reserves 628,433 999 977
TOTAL LIABILITIES, CAPITAL AND RESERVES 19.764,289 15,010,810

The accompanying notes are an integral part of these financial statements,

The financial statements were authorized for 1ssue on 19 March 2008,

'\._»_ ) f o A
Mr. Leomd Talmaci Mrs. Natalia Zabolotnii
Governor Head of the Budget, Finance and Accounting Depariment,

Chief Accountane

(%]



NATIONAL BANK OF MOLDOVA
INCOME STATEMENT
for the year ended 31 December 2007

Notes 2007 20006
MDL. 000 MDL 000
Interest income from deposits and availabilities 20 372,827 213,025
Interest income {tom securities 20 228,032 159,329
Interest income from loans 20 244835 126.523
845.694 498,887
Interest expenses arising from loans received 21 (24.805) (32.559)
Interest expenses arising [rom availabilities 21 (98,918) (46.3580)
Interest expenses arising (rom transactions with securities and 21 (198.410) (40.233)
Repo agreements
(322.133) {119.174)
Net Interest Income 523.561 379.713
Gains (losses) from foreign exchange transactions and forcign
exchange rates differences 22 (R80.913) 266,429
Gains(losses) from the revaluation of securities 23 24,504 (2.380)
Release from loan loss provision 46 10
Other income 24 24234 10.076
Operating expenses 25 . (65.103) (108.042)
Operating Gains/(Losses) (897.232) 166,003
Net profit for the year 19 (373.671) 545.800
Allocation of unrealized gains on exchange rate differences ;
: T . N - (133.099)
from foreign currency stocks revaluation
Allocation of unrealized gains on revaluation of investment 17.643)
securitics 755
Release of unrealized losses on exchange rate differences from 133.099
forcign currency stocks revaluation o
Release of realized gains from fixed assets revaluation 647 647
Net profit for the year available for distribution 19 (257.568) 413.354
The accompanying notes are an integral part of these financial statements.
The financial statements were authorized for 1ssue on 19 March 2008:
— .
. J /&M & ‘{ 72" j.f
. \'Q / f (AT
Mr. Leonid Talmaci Mrs. Natalia Zabolotnii
Gaovernor Head of the Budget, Finance and Aeccounting Departnent,

Chief Accountant




NATIONAL BANK OF MOLDOVA
CASH FLOW STATEMENT
for the year ended 31 December 2007

Notes

Cash flow from operating activities

Interest receipts

Interest payments

Gains from foreign exchange transactions

Other receipts

Staff and suppliers costs paid

Cash flow before changes in assets and liabilities

(Increase) / Decrease in operating assets

Decrease / (increase) in net amounts due to/frderrational
Financial Institutions

Increase in securities

Decrease in amounts due from Government

Decrease in loans granted to banks and individuals

Increase / (Decrease) in operating liabilities

Increase in the national currency issued into Gitoan

Increase in due to Government

Increase / (decrease) in due to banks

(Decrease) / increase in certificates issued byNgiional Bank
of Moldova

Increase in due to International Financial Insittos

Increase in other liabilities

Net cash from operating activities

Tangible and intangible fixed assets additions
Net cash flow from investing activities

Government contribution to statutory capital
Profit payments to the State

Net cash flow from financing activities
Revaluation Differences

Increase in cash and cash equivalents

Cash and Cash equivalents at 1 January

Cash and Cash equivalents at 31 December

Analysis of Cash and Cash equivalents

Cash on hand in foreign currency

Nostro accounts in foreign currency

Term deposits in foreign currency

Securities issued by the Moldovan Government

o 01 01O

Cash and Cash equivalents, gross

2007 2006
MDL ‘000 MDL ‘000
835,936 481,875
(328,692) (116,387)
24,504 4,544
24,229 10,066
(55,063) (93,110)
500,914 286,988
209 (1,962)
(394,851) (1,189,636)
160,000 118,800
7,193 10,327
(227,449) (1,062,471)
1,786,156 668,304
1,635,613 526,41
2,300,955 (1,163,766)
(130,160) 799,086
133,137 533,076
121,785 2,188
5,847,486 1,365,302
6,120,951 589,819
431) (8,777)
(4,431) (8,777)
- 50000
(313,498) (162,775)
(313,498) 87,225
(742,171) 259,198
5,060,851 927,465
6,385,825 5,458,360
11,4486 6,385,825
2007 2006
1,362 1,354
678,630 63,824
10,358,147 5,918,073
408,537 402,574
11,446,676 5,825




NATIONAL BANK OF MOLDOVA
STATEMENT OF CHANGES IN CAPITAL AND RESERVES
for the year ended 31 December 2007

Reserve of
unrealized
foreign Reserve of
exchange unrealized
gains from gains on
foreign revaluation

General currency of Total
Authorized reserve stocks investment Other Retained Capital and
capital fund revaluation  securities reserves earnings Reserves

MDL '000 MDL '000 MDL '000 MDL '000 MDL '000 MDL '000 MDL '000

Balance as at 1 January

2006 200,000 319,175 - - 2,938
Net profit for the year 2006 - - -
Transfer from indexation

reserve of fixed assets - - - - (647) 647 -
Allocation of unrealized

gains on exchange rate

differences from foreign

- 522,113
545,806 545,806

currency stocks revaluation - - 133,099 - - (133,099) -
Increase in authorized

capital 88,923 - - - - (32,531) 56,392
Transfer to general reserve

fund - 258,670 - - - (65,062) 193,608

Difference from
revaluation of securities
issued by the Moldovan

Government - - - - (2,181) - (2,181)
Profit distributed to State

Budget - - - - - (315,761) (315,761)
Balance as at 31

December 2006 288,923 577,845 133,099 - 110 - 999,977
Balance as at 1 January

2007 288,923 577,845 133,099 - 110 - 999,977
Net loss for the year 2007 - - - - - (373,671) (373,671)
Transfer from indexation

reserve of fixed assets - - - - (647) 647 -

Release of unrealized gains

on exchange rate

differences from foreign

currency stocks revaluation - - (133,099) - - 133,099 -
Allocation of unrealized

gains on revaluation of

investment securities - - - 17,643 (17,643) -
Release of general reserve
fund - (257,568) - - - 257,568 -

Difference from

revaluation of securities

issued by the Moldovan

Government - - - - 2,127 - 2,127

Balance as at 31
December 2007 288,923 320,277 - 17,643 1,590 - 628,433




NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

1. General information

The National Bank of Moldova (the Bank or NBM) wastablished in 1991. The activity of the Bank igulated
by the Law no.548-Xlllon the National Bank of Moldova approved by theliRarent of RM in 1995 and
subsequent modifications thereafter. In accordawid the Law on the National Bank of Moldova is an
autonomous public legal entity that is responsiblehe Parliament of the Republic of Moldova. Thamary
objective of the National Bank is to achieve andimaan price stability. The Bank in consultationthvithe
economical and financial bodies of the Governmenntilates and implements the monetary and forexghange
policy. The activities of the Bank are as follows:

. to formulate and to promote the state monetaryfarggn exchange policy;

. to act as banker and fiscal agent of the State;

. to conduct economic and monetary analysis and dummposals to the Government on the basis of such
analysis, and publish the results of such analysis;

. to license, supervise and regulate the activitfjr@ncial institutions;

. to provide credit facilities to banks;

. to supervise the system of payments of the Repubiit to facilitate efficient functioning of inteabk
system of payments;

. to act as the sole issuer of domestic currenchi@rRepublic;

. to establish the exchange rate regime of the ratmnrency in consultation with the Government;

. to hold and manage foreign exchange reserves @ttte;

. to undertake, in the name of the Republic, resditiés and perform transactions resulting frone th

participation of the Republic of Moldova in the iaity of international public institutions in theahking,
credit and monetary spheres pursuant to conditbitgernational agreements;

. to settle the balance of payments of the State; and

. to perform foreign exchange regulation in the teryi of the Republic of Moldova.

As at 31 December 2007 the number of positiondaeai at the Bank, including vacancies, was 45008tember
2006: 451), out of which the number of employees 482 persons (441 persons as of 31 December 2006).

The inflation rate for the year 2007 was 13.10%0@14.10%).

The registered office of the Bank is located atderii Avenue 7, Chisinau, Republic of Moldova.

2. Basis of preparation

Financial statements of the NBM are prepared infaonity with International Financial Reporting Sthrds
(IFRS), which comprise standards and interpretatiapproved by the International Accounting Stansiddard
(IASB), and International Accounting Standards &tanding Interpretation Committee interpretatiopgraved by
the International Accounting Standards Committ@s() that remain in effect.

The financial statements are presented in Molddegaf‘MDL"), the currency of the country in whicthé Bank
operates. The Bank maintains its books and reciwrdsccordance with the International Financial &&pg

Standards and thieaw on the National Banknd prepares its financial statements in accomlavith them. The
financial statements have been prepared on aicistost basis, except for financial assets hefdiatvalue through
profit and loss and financial assets availablestde that have been measured at fair value.




NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies
a. Revaluation of foreign exchange stocks and transdons

Foreign currency transactions are recorded atxbbamge rate on the date of the transaction andcesedued daily
using official foreign exchange rate. At the bakrsheet date, monetary assets and liabilities riiexaded in
foreign currencies are reported using the closikahange rate. The exchange rates of the referamcencies for
the year 2007 were as follows:

2007 2006
Average for the Average for the
period Year end period Year end
USD/MDL 12.1362 11.3192 13.1319 12.9050
EUR/MDL 16.5986 16.6437 16.4918 16.9740
GBP/MDL 24.2728 22.6361 24,1934 25.3034
XDR/MDL 18.5624 17.8671 19.3235 19.3982

Exchange rate differences arising on the settleroéhe transactions at exchange rates differasmhfthose of
stocks in foreign currency are recognized in tle®ime statement.

b. Comparative figures

In cases when the financial statements presentdifsnchanged for some items, the comparatives haee
amended to reflect the changes in presentation.

Accordingly, at the presentation of certain item@nf the Statement of Cash Flows, unrealized gamslasses
from foreign currency exchange rate differencesehbgen presented per each balance sheet accotoreign
currency as at the reporting date.

c. Significant accounting judgments and estimates

The preparation of financial statements in accacdawith International Financial Reporting Standareguires
management to make estimates and assumptionsanrdeing the amounts and balances reported initiaadial
statements and accompanying notes. These estirasgebased on information available as of the datthe
financial statements. Actual results, thereforeyldodiffer from those estimates. The most significaise of
judgments and estimates are as follows:

Fair value of financial instruments

Where the fair values of financial assets and firariabilities recorded on the balance sheet oame derived
from active markets, they are determined using Hetya of valuation techniques that include the e
mathematical models. The input of these modelakisrt from observable markets where possible, betevthis is
not feasible, a degree of judgment is requiredstaldishing fair values.

The judgments include considerations of liquiditylanodel inputs accepted by the Management of NBM.
Impairment losses on loans and receivables

The Bank reviews its loans and advances at eadhtieg date or when it is considered necessaryderoto assess
whether an allowance for impairment should be @edriin the income statement.




NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
d. Cash and cash equivalents

For the purpose of the cash flow statement, cadhcash equivalents comprise cash on hand in foraigrency,
current accounts and short-term placements at dtheks, treasury bills and other short — term Hididuid
investments, with less than 3 months maturity ftbexdate of acquisition.

In the Balance Sheet cash and short term placemétiidbanks are presented on net basis (cash odh inalocal
currency is offset with the National currency is$iro circulation).

e. Due from International Financial Institutions

The amounts recorded in the balance sheet as “uoe Ihternational Financial Institutions” representainly the
guota of the Republic of Moldova in the InternadbMonetary Fund (“IMF"). This amount is establish&
Special Drawing Rights (“XDR") but it is presentedMDL.

f. Financial assets

The Bank classifies its financial assets into thieofving categories: financial assets at fair vatueugh profit and
loss account, loans originated by the Bank; helthé&durity investments; and available-for-sale ficiahassets.

Financial assets at fair value through profit ard$ account

Financial assets at fair value through profit ansklaccount represent securities, which were e#beguired for
generating a profit from short term fluctuationgiice, or are securities included in a portfolionhich a pattern of
short term profit taking exists. After initial regoition at fair value, these securities are remembat fair value
based on quoted bid prices. Interest income orrisiesus included in interest income.

This category of financial assets includes seaitssued by non-residents with coupon or discandtpurchased
from the foreign markets which are presented irblance sheet under category “Investment secititie

Loans and receivables

Loans and receivables represent financial instrasnetmere money is provided directly to the borrowed are
recognized when the cash is advanced to borrowaey are initially recorded at cost, which is thé falue of the
cash disbursed, and are subsequently measuredetzat cost.

Loans granted to banks and individuals are statednartized cost, less impaired amounts and anyigioms for
impairment.

The Bank includes in this category loans reconaudith Government, loans granted to banks and eyepi®

Held to maturity investments (HTM)

HTM investments are non-derivative financial asséth fixed or determinable payments and have fireturities
that the Bank has the intention and ability to hmldnaturity. After initial measurement, held-to-undty financial
investments are subsequently measured at amodastdising the effective interest rate method, ddssvance for
impairment.

The Bank does not currently classify any itemdin tategory.




NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)

f.  Financial assets (continued)

Available for sale financial assets

All the financial assets, which are not classifedair value through profit and loss account ohekl to maturity,
are included in available for sale securities.

All purchases and sales of securities that reqietvery within the time frame established by regigin or market
convention are recognized at settlement date. Abkl for sale assets are recognized initially &t ¥alue
(including transaction costs). Subsequent to inidaognition, they are remeasured at their falueavhich is based
on quoted bid prices or amounts derived from césh models and ratios which reflect the specificgmstances
of the issuer.

Unrealized gains and losses related to this cayegbfinancial assets are recognized directly iniggin “Other
reserves”. When the securities available for sededésposed of, the cumulative gain or loss preslipuecognized
in equity is recognized in the income statement.

Interest calculated using the effective interesthme is recognized in profit or loss.

The Bank includes in this category Securities idshig the Moldovan Government that are includedhia line
“Securities issued by the Moldovan Government'hia balance sheet..

g. Fair value of financial instruments

Fair value is the amount at which a financial imstent could be exchanged in a current transactbnden willing
parties, other than in a forced sale or liquidatanmd is best evidenced by a quoted market price.

The loans and receivables of the Bank are repattadhortized cost less an estimate for impairment.
The carrying amounts of financial assets and litdsl measured at amortized cost approximate fio fie value.

The securities of non-residents are classifiediaaricial assets at fair value through profit @d@ccount” the gain
or loss from their revaluation to market valuegparted in the income statement.

The estimated fair values of financial instrumeatsilable for sale have been determined by the Baikg
available market information and appropriate vabramethodologies, such as discounted cash floaimtgques.

The State Treasury bills are classified as “avélétr sale” and are reported at fair value.

Where discounted cash flows techniques are usdéithaged future cash flows are based on managembess
estimates and the discount rate is a market refatedat the balance sheet date with similar texnts conditions.
However, professional judgment is required to ioter market data to determine the estimated fdireva

The fair value of the state securities held ingbetfolio (for maturity which were not performed time secondary
market recently) is estimated by obtaining the rieterest rates (on current market) at the reportate per
maturity of state securities retained in the NBMtfadio from the curve of the current interest sat@he curve is
constructed for the appropriate day based on tbenteresults of the auctions for treasury billstba primary
market as well as on the secondary market forasied working days.




NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
h.  Provisions for impairment of the loans and other asets

The loan loss provision is created in case if thare objective evidences (financial situation oé thank,
reimbursement of principal, current debt serviemegotiation or prolongation of the payment terrhgrincipal
and interest) that the Bank will not be able tdesdlall amounts due (principal and interest).

The amount of the impairment loss is the differebetween the carrying value and estimated recoieenadiue,
calculated as updated value of cash flows estinfatectcovery including the amounts recoverablenficollaterals,
updated based on initial interest of the instrumerite loan loss provision is decreased or incekasease if the
provision calculated at the reporting date is retipely less or greater than previously establispexVision.

Provision for impairment of the loans is used toerothe non-performing loans, in cases of bankgumticthe
commercial bank and/or the insufficiency of owndarto settle the debt to the NBM. These loans aitew off
against provisions established previously.

Recoveries of loans written off in earlier peri@de included in income.

In order to cover the potential risks and lossexh objective and subjective, a provision for dduibtlebts is

created. The provision represents expenses, witiclr @t the moment of its creation or increase, sgpectively,
is reflected as an income at the moment of its eiéat@on or decrease. The provisions for bad del#snot used to
cover the losses resulted from the bad debts writtE as unrecoverable debts. The doubtful recdévab

considered unrecoverable in cases when there irmation from the appropriate authorities that teeeivable

lost its value and can not be recovered. The wifftef bad debts is recorded as expense, and datext provision
is release to income.

i.  Sale and repurchase agreements

Securities sold with a simultaneous commitmentepurchase at a specified future date (Repos) emntio be
recognized in the balance sheet as securities mnch@asured in accordance with respective accaupititicies.
The liability for amounts received under these agrents is included in due to Moldovan Governmetite T
difference between sale and repurchase pricedtetieas interest expense using the effective yielthod.

The Bank has not entered in such transactions gltii current reporting period.
j-  Tangible assets
Tangible assets are stated at cost less accumudlepedciation.

In 1996 the Bank performed indexation of the iterhproperty and equipment that were acquired gddr January
1996 by applying the set of indices elaboratedhgyNoldovan Government. The indices provided byNfeistry
of Finance of the Republic of Moldova were appliedhe net book value of assets in order to reftbetnges in
prices. The indices varied according to asset &ypkacquisition date.

Expenses for repairs and maintenance are chargefdei@ting expenses as incurred. Subsequent efyrendn
tangible assets is only recognized as an asset thieeexpenditures improve the condition of the absgond the
originally assessed standard of performance.

10



NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
j-  Tangible assets (continued)

Depreciation of fixed assets is computed on a gittdine basis using the following rates specified each
depreciable asset to decrease the cost of eadht@siseir residual values over their estimateduldde:

rate per annum

Buildings 5%
Motor vehicles — heavy vehicles 10%
Wooden buildings 20%
Motor vehicles — cars, buses 20%
Special Equipment 20%
General and administration equipment 20%
Other fixed assets 30%

k. Intangible assets

Intangibles represent costs incurred for acquisiob computer software, amortized using the stitgligle method
over their estimated useful lives, by applying anwal amortization rate determined based on thmatsd useful
live of each asset . The useful life of the asseletermined when it is put into use, on the haisike period that the
asset is estimated to be used or the durationeofithnse. As at 31 December 2007 the estimatefllukfe of
intangible assets varied between 1 and 5 years.

Where the carrying amount of an intangible assejréater than the estimated recoverable amouid, vitritten
down to its recoverable amount. The costs reladdtie development or maintenance of the softwbmments are
recognized through the income statement at the mbthey occur.

I.  National currency issued into circulation

The national currency issued into circulation irrieal at nominal value. For presentation purpokescash on hand
in national currency available in the circulaticash desk of the Bank is offset against nationaletury issued into
circulation. The cost of production of banknoted &nins is recorded in the income statement wheregpense is

incurred.
m. Due to banks

Due to banks include LORO accounts and current wadsoof the banks residents/non-residents, ternosiep
placed by banks and the interests on deposits.

Due to banks include among other the obligatorgmess required to be maintained on the accountseapi the
NBM, in compliance with its prudential requirement.

The mandatory reserves are determined by applyiagsét percentages to the average daily balancdepafsit
accounts and other similar liabilities of the comomd banks, specified for that reason by the Rafguh on
Obligatory Reserves Regime.

In the Balance Sheet availabilities of banks aes@nted at nominal value, and in cases of termgitspihey are
subsequently remeasured at amortized cost.

11



NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
n. Due to Moldovan Government

Due to Moldovan Government include accounts of $tete Budget held in the Unique Treasury Accowsrmt
deposits of the Ministry of Finance and amountthefDirectorate of Credit Line of the Ministry oinence and are
presented in the Balance Sheet at nominal valube deposits of the Ministry of Finance are subsetiye
measured at amortized cost.

0. Certificates issued by the NBM

Certificates issued by the NBM represent discoentigties and are reflected in the Balance Shetficasettlement
date at sale price. After initial recognition thertificates are remeasured at amortized cost basede effective
interest rate, with the calculation and recognitidrthe amortized discount in the last day of eaxinth and at the
maturity date of the NBM certificates.

p. Due to International Financial Institutions

Due to International Financial Institutions aretially recognized at fair value, being equal toithesue proceeds.
Subsequently Due to International Financial Initis are recognized at amortized cost. Any diffeeebetween
net proceeds and the redemption value is recoginiztiek income statement over the period to maturit

g. Capital and reserves

The Bank maintains the statutory capital on thellegquired to accomplish the objective establishgdhelLaw
nr.548 — Xlll of 21 July 1995 on the National BafkMoldova

The capital structure of the NBM includes the faling:
= statutory capital:

— authorized capital
— general reserve fund

= reserve of unrealized gains;
= other reserves.

The statutory capital is dynamic and it is credtedn the annual profit available for distributionddor from the
Government contributions until the capital reacties value of 10% of the total monetary liabilitiesthe NBM
(except liabilities due to Government and Intemadi Monetary Fund) recorded in the accounting bBookthe
NBM as at 31 December 2007.

The authorized capital shall be subscribed andl $lealheld exclusively by the state; the capitalllshat be
transferable or subject to encumbrance. A reduaifahe level of monetary liabilities, both duritige year, and at
year end, does not result in a decrease of autitbaapital previously accumulated.

The general reserve fund is used exclusively tectvwe net losses registered by the Bank at tlandial year end.
In case when at year the general reserve fund dabiabalance, the Government, through the MipisfrFinance,
during a period of 60 days from the date when tkteraal audit opinion on the financial statemertN8M is
presented, transfers to NBM a capital contribufiorstate treasury bills at the market interest,ratehe amount
necessary to cover the debit balance.
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NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
g. Capital and reserves (continued)

As the allocation of unrealized profits may afféo¢ achievement of the objectives of the NBM, tlaBretains
unrealized profits, resulted from the foreign exum rates fluctuation and from revaluation of tleeusities in

foreign currency at their fair value in the resereé the unrealized income, which, consequently,eed to cover
the unrealized losses generated by respectiveesmurc

Both Statutory Fund and reserves are disclosdtkitalance sheet at nominal value.
r.  Income tax

In compliance with the art. 24 par. (15) p. f) lné Law nr 1164-XI1l dated 24 April 1997 on applyingettitles | and
Il of the Tax Codend the subsequent amendments, the National BaMloldova is not subject to income tax on
its activities.

s. Interest income and expenses

Interest income and expense are recoded in theneatatement for financial instruments valued abréized cost
based on the linear method and those valued attaembcost using the effective interest rate method

t.  Revaluation of foreign currency assets and liabilies

Unrealized foreign exchange gains and/or lossescigmated as a result of the daily revaluationshef foreign
currency stocks representing the difference betweermnfficial exchange rates of the national curyetowards the
foreign currencies which create the relevant foredgchange stocks, the revaluation of the IMF eelaiccounts
during the financial year, as well as monthly remgion of foreign securities at fair value whicle dreld in the
NBM portfolio.

By virtue of its activities as a central bank ad ¢urrency market intervention purposes, NBM n&itg open
currency positions at the reporting dates.

In accordance with the art.20 of thaw on the National Bank of Moldow the end of the financial year, the net
unrealized foreign exchange gains from revaluatbrihe foreign currency stocks and of securitieddreign
currency available in the NBM portfolio are transéel to the correspondent reserve accounts of lizedagains.

The amount of net unrealized losses, after recmgnin the income statement is covered using theces of
corresponding reserve accounts of unrealized gairi#,their balance equals to zero.

u. Fiduciary activities

The National Bank of Moldova acts in some casefisaal agent of the State. Assets and income g isom these
activities are not included in these financial esia¢nts where the Bank acts in the fiduciary capamiich as
nominee or agent.

v. Contingencies

Contingent liabilities are not recognized in theaficial statements but they are disclosed in thesnainless the
possibility of an outflow of resources embodying®amic benefits is remote. A contingent assebisracognized
in the financial statements but disclosed wheméow of economic benefits is probable.
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NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
w. Provisions

The Bank recognizes provisions when it has a ptdegal or constructive obligation to transfer eanic benefits
as a result of past events and a reasonable estohtite obligation can be made.

X. Pension costs and employees’ benefits

During its normal activity, the Bank makes conttibos to the social state insurance budget antaartandatory
medical insurance fund of the Republic of Moldawajuding the contributions made on the name oéitployees,
according to the acting legislation. Social insweacontributions and medical insurance contrimgtiof the NBM

are recognized to expenses at the moment wheniesalare accrued. The Bank does not operate any othe
retirement schemes and has no obligation to prduidber benefits to current or former employees.

y. Standards and interpretations issued but not yet ééctive

Certain new standards and interpretations have lsseed and will be in effect beginning on or aftedanuary
2008 or later periods:

IAS 1, Presentation of Financial Statements (reviSeptember 2007; effective for annual periodsrbegg on or
after 1 January 2009). The main change in IAS thésreplacement of the income statement by a seateof
comprehensive income which will also include allnrmwner changes in equity, such as the revaluatibn
available-for-sale financial assets. Alternativegntities will be allowed to present two statememtsseparate
income statement and a statement of comprehensbegnie. The revised IAS 1 also introduces a requrgno
present a statement of financial position (balasteet) at the beginning of the earliest compargaréod whenever
the entity restates comparatives due to reclaasifies, changes in accounting policies, or coroestiof errors. The
Bank expects the revised IAS 1 to affect the pregiem of its financial statements but to have mpact on the
recognition or measurement of specific transactamsbalances.

IFRS 8, Operating Segments (effective for annuaioge beginning on or after 1 January 2009). Then&ard
applies to entities whose debt or equity instrumame traded in a public market or that file, ar irthe process of
filing, their financial statements with a regulatamrganization for the purpose of issuing any ct#ssstruments in
a public market. IFRS 8 requires an entity to rédorancial and descriptive information about itpegating
segments and specifies how an entity should repamth information. The Bank does not have diffeigerating
segments and therefore the Standard will not béeapio the Bank’s financial statements.

IAS 23, Borrowing Costs (revised March 2007; effextfor annual periods beginning on or after 1 3an2009).
The revised IAS 23 was issued in March 2007. Thénnshange to IAS 23 is the removal of the option of
immediately recognizing as an expense borrowindgscibsit relate to assets that take a substantigdpef time to
get ready for use or sale. An entity is, therefoequired to capitalize such borrowing costs as @lathe cost of the
asset. The revised Standard applies prospectigelyotrowing costs relating to qualifying assets fdrich the
commencement date for capitalization is on or aftefanuary 2009. Due to the specifics of the Banls not
expected that circumstances for the applicatiaiisfStandard will appear.
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NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

3. Significant accounting policies (continued)
y. Interpretations issued but not yet effective (catinued)

IFRIC Interpretations not yet effective:

IFRIC 12, Service Concession Arrangements (effediiv annual periods beginning on or after 1 Janda08);
IFRIC 13, Customer Loyalty Programs (effective dmnual periods beginning on or after 1 July 2008);

IFRIC 14, IAS 19 — Limit on a Defined Benefit Ass@&flinimum Funding Requirements and their Interattio
(effective for annual periods beginning on or aftefanuary 2008).

All the Interpretations mentioned above, due to ghecifics of the Bank, are not expected to beiegppdy the
Bank.

In this context, all the Standards and Interpretetidescribed above are not expected to affedddiné’s financial
statements.

4, Financial risk management

Through its normal operations, the National Bankoldova is exposed to a number of risks of an af@nal and
financial nature

Operational risk

The operational risk involves the risk of both fic@l and non-financial losses resulted from hunearors,
breakdown or inadequate functioning of the inter@itrol system. The Bank operational risk managergan
integral part of daily operations and managemehe dperational risk management includes corporgtolies,
which provide for behavior standards applicabléntmlved persons and specific internal control eys, specific
for each subdivision elaborated, taking into actoilwe characteristics of their basic activity. Hendor the
monitoring and adequate management of the rel&ks the sub-divisions of the NBM elaborate theinanternal
control procedures.

The National Bank of Moldova manages this risk tigto its Internal Audit Department, which tests axgresses
the opinion on the effective functioning of theeimtal controls system of the Bank. Segregationutied among
different departments of the National Bank of Maldo(front-office, middle-office and back-office) ialso

considered as one of the mechanisms of managirmgtopg risk.

Financial risk

The main categories of financial risk to which Benk is exposed are: credit risk, liquidity riskarket risk, which
includes interest rate risk and currency risk. $tnacture of the assets and liabilities is prityadietermined by the
nature of the National Bank of Moldova’s statutéuyctions, rather than commercial consideratiortsth& same
time NBM continually manages its exposure to rikough a variety of risk management techniquesk Ri
management of the National Bank of Moldova is ratpd by its internal instructions, and proceduses] is
monitored by the management of the Bank, that aealyssues related to the monetary, investmentfaeign
exchange policy of the National Bank of Moldovad aets limits for volumes of transactions.
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(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

4. Financial risk management (continued)

4.1 Credit risk

Credit risk is the risk that the Bank will incud@ss because its counterparties failed to dischtgie contractual
obligations.

The National Bank of Moldova is subject to credékrthat is the risk that a counterparty will beable to pay
amounts in full when due. The Bank's maximum expesto credit risk, excluding the value of collateria
generally reflected in the carrying value of finethassets.

The credit risk relating to operational credit etional currency is monitored and controlled.
In order to control credit risk exposure, the Banklemented the following risk monitoring elements:

e settling the transaction insurance percentagedlii- when securities are acquired at a higherast
rate than established on the market at that spenifiment, the National Bank protects against tiemteal
non repayment by the counterpart bank;

e requesting an additional pledge for maintainingitfigal transaction insurance percentage, setbiedhe
Bank.

In order to decrease the credit risk exposure gélad loans granted to commercial banks for loankausing
construction cooperatives, the Bank monitors oneamanent basis the quality of credit portfolio ahebtors
financial situation, and, periodically, evaluatbe impairment provisions, and adjusts them to céefteest current
estimates. The credit risk related to such loamsrdshes as the balances of the loans grantedeareaking.

The credit risk related to intraday/overnight/ctedas well as to pawnshop facility is daily morgwrusing the
limits of monetary policy set for each bank and sgeured by the highly liquid collateral such adessecurities and
certificates issued by NBM.

In order to decrease the credit risk exposureaéltd loans granted to the Bank’s personnel, thekB&cepts as a
collateral either the properties acquired withlthens or the salaries in case the loan was grdotgzersonal needs.

The credit risk related to transactions, with thieppse of managing the foreign currency reservesositored via
selecting the investment instruments with highitiigy and low level of risk, setting investment lisiand their
daily control.

Furthermore, an essential element of credit riskagament is the investment of the NBM with the psgp of
foreign currency reserves management with reliablenterparties having high long-term credit ratiegtablished
by the international rating agencies (Standard &rRBp Moody’s and Fitch IBCA), and authorized by tNBM
with whom to execute foreign currency transactions.
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4. Financial risk management (continued)

4.1 Credit risk (continued)

The table below represents the Bank’s financiadt@dsased on long-term rating:

Financial Assets Long-term 31 December 31 December
rating 2007 2006
Cash and short-term placements with banks (in AAA 3,593,441 2,237,097
foreign currency) AA+ - 430,710
AA 5,608,128 2,107,366
AA- 1,836,238 1,207,942
A+ - 83
A 319 5
A- - 48
BBB- 13 -
Due from International Financial Organizations AAA 2,202,960 2,394,300
Due from the Government N/A 1,972,560 2,113,822
Securities issued by the Moldovan Government N/A 408,537 402,574
Loans granted to banks and individuals N/A 38,839 46,032
Investment securities AAA 4,056,392 4,019,326
Other assets 5,232 1,541
Total Financial Assets 19,722,659 14,960,846

To quantify the credit risk related to investmeintsforeign currency, the value of credit risk asated to the
investment portfolio is calculated based on defeoéfficients set by the Standard & Poor’'s ageramygach rating
category, the investments being classified in tlwaegories (less or equal to one year, from olae etwo, more
than two years). As at 31 December 2007, the cristtitof the investment portfolio in foreign curmnis valued at
MDL'000 574 (equivalent to USD’000 51).

In order to evaluate the diversification of asgmtstfolio as well as to properly assess the credk subject to
different geographical areas the classificatioBahk’s financial assets per investment countryepkdéor cash on
hand, which is classified by country of origin e$uer, is as follows:

Country 31 December 31 December
2007 2006

USA 4,752,215 2,947,115
International Financial Organizations 2,653,637 52P,282
Germany 2,556,550 1,750,606
France 1,600,271 952,994
Belgium 1,394,328 1,314,056
Sweden 562,942 431,779
Switzerland 2,446,482 430,715
The Netherlands 1,321,354 721,407
Great Britain 9,484 1,327,253
Other Countries 228 670
Moldova 2,425,168 2,563,969
Total Financial Assets 19,722,659 14,960,846

The biggest share of the assets held with “Integnat Financial Organizations” represents the quuitahe
Republic of Moldova held with the IMF. Simultanebyghe major share of the investments and avdils, by a
foreign country, belongs to the USA (24.10% of thil assets), followed by Germany (12.96%), andZanand
(12.40%).
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4. Financial risk management (continued)
4.2 Liquidity risk

Liquidity risk is the risk that the Bank will be able to meet its payment obligations when they dak under
circumstances different from normal ones. The nitasrof assets and liabilities and the abilityréplace, at an
acceptable cost, interest-bearing liabilities a=sytmature, are important factors in assessingithedity of the

National Bank of Moldova.

The liquidity risk is constantly monitored by theBM, limiting the maximum maturity term of the invesent
portfolio, which restricts the investment into letegm maturity instruments, consequently the reimgimmaturity
of the NBM portfolio being diversified.

Liquidity is one of the basic criteria in definitbe composition of assets in foreign currency. Teilects the
potential need to liquefy the currency reservesrftarvention purposes in case such needs arise.

Securities in foreign currency held in NBM portfkre high liquidity instruments meaning that tleeyld be sold
at any moment before the maturity date.

Securities issued by Government of the Republidofdova and held by the National Bank of Moldovavéa

contractual maturity not longer than 91 days. Hosvevat maturity, those securities are rolled oueging

repurchased by the Government at current markes rahd new securities are issued by the Governamaht
purchased by the National Bank of Moldova.

Loans granted by the National Bank of Moldova te tMoldovan Government have a maturity of 91 days. A
maturity, interest accrued is paid to the Natidahk of Moldova and the agreements are reconcluded.

Based on the Plan of Conversion of the loans pusiyogranted by the NBM into state treasury seiagitlated 12
September 2007, the National Bank of Moldova arel Ministry of Finance during the | quarter of 2068l
convert the loans previously granted by the NBN\ istiate treasury securities.

Analysis of assets and liabilities as at 31 Decer@087 according to their contractual maturity datas follows:

18



NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

4. Financial risk management (continued)

4.2 Liquidity risk (continued)

0-3 3-6 6-12 More than Undefined
months months months 1-2years 2 years maturity Total

31 December 2007
Active
Cash and shoterm placemen
with banks 7,536,751 3,501,388 - - - - 11,038,139
Due from International
Financial Institutions 1,730 - - - - 2,201,230 2,202,960
Due from the Moldovan
Government 1,972,560 - - - - - 1,972,560
Securities issued by the
Moldovan Government 408,537 - - - - - 408,537
Loans granted to banks and
individuals 1,707 1,708 3,415 6,758 25,251 - 38,839
Investment securities 923,059 681,121,182,405 1,038,322 231,485 - 4,056,392
Tangible assets - - - - - 26,574 26,574
Intangible assets - - - - - 12,963 12,963
Other assets 7,325 - - - - - 7,325
Total assets 10,851,669 4,184,2171,185,820 1,045,080 256,736 2,240,767 19,764,289
Liabilities
National currency issued into
circulation 7,603,347 - - - - - 7,603,347
Due to the Moldovan
Government 2,239,809 122,000 145,000 - - - 2,506,809
Due to banks 4,054,556 - - - - - 4,054,556
Certificates issued by the NBM 812,928 - - - - - 812,928
Due to International Financial
Institutions 109,656 16,509 107,465 210,725 1,361,616 2,208,201 4,014,172
Other liabilities 144,044 - - - - - 144,044
Total liabilities 14,964,340 138,509 252,465 210,725 1,361,616 2,208,201 19,135,856
Net liquidity gap (4,112,671) 4,045,708 933,355 834,355 (1,104,880) 32,566 628,433

31 December 2006
Total assets 8,761,825 1,048,3031,233,114 1,495,529 32,421 2,439,618 15,010,810
Total liabilities 9,919,684 - 141,009 269,330 1,286,046 2,394,764 14,010,833
Net liquidity gap (1,157,859) 1,048,303 1,092,105 1,226,199 (1,253,625) 44,854 999,977
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4. Financial risk management (continued)

4.3 Market risk

Market risk is the risk that the fair value of fir@al instruments will fluctuate due to changesnarket variables,
even though such changes are caused at times bificdactors related to individual securities @suers of
securities, or factors that affect all the secesitraded on the market.

The State securities are valued quarterly at fla@irvalue determined based on recent auctionéstenate on the
primary market.

The market risk for the portfolio of securities fioreign currency is managed and monitored based &faR
methodology which reflects the interdependency betwrisk variables. The Bank applies a VaR methaggoto
assess the market risk positions held and to efstiri@e potential economic losses based upon a nuwibe
parameters and assumptions for various changesiketconditions. VaR is a method used to measnamdial
risk by estimating the potential negative chang¢ha market value of a portfolio at a given confide level and
over a specified time horizon. For VaR calculatib@ Bank uses the historical volatility method.

The exposure to the market risk of the securitiedf@io held in foreign currency is quantified leglculation of
value-at-risk, which represents the maximum posditdses related to securities in foreign currdocya 12 months
future period with a probability, usually, of 5%grtsidering the historical volatilities for a similperiod. As of 31
December 2007, the value of exposure to risk ofusies portfolio in foreign currency is estimatexd
approximately USD’000 16,387 or approximately MDQ® 185,488 (2006: USD’000 19,220 or approximately
MDL’000 247,980).

431 Interest rate risk

Interest rate risk arises from the possibility tbhtinges in interest rates will affect the fairueabf a financial
instrument.

The Bank does not apply the value-at-risk methodralyze the sensitivity of its portfolio of sedi@s in foreign
currency. In the same time, based on personakgswnal judgment, it is possible to presume thatlp.p.
fluctuations of interest rate compared to initi@rgfolio interest rate for securities held in pofid implies an
impact of approximately MDL’000 +/-350 on the Bardpital.

As a result of its activity related to monetaryippl the Bank is exposed to the internal marketrigdgt rate risk
resulted from granting and extending the loan©i¢oGovernment and the commercial banks at a fiata holding
the State Securities in its own portfolio in amauahd for terms different from those of the depoplaced with
NBM, NBM Certificates issued and other borroweddsin

Due to the fact that the interest bearing asseatdiahilities mature or modify their interest ratedifferent periods
or for different amounts — the correlation betwearrent market interest rates is permanently mosito

Consequently, due to the fact that the level of dhevementioned assets and liabilities is proviftedby the
objectives of the monetary policy, it is not alwggssible to obtain a positive margin.

In case of the long term borrowings received frbm IMF the Bank is exposed to interest rate risk assult of the
interest rate fluctuation.

The fluctuation of interest rates on external mankay affect the value of the investment portfdlioforeign
currency as well as future cash flows. On extemakkets, the most vulnerable instruments to interate
fluctuations are securities in foreign currencyrasfluctuation of interest rates indirectly affetitese assets price.
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4. Financial risk management (continued)

4.3.1 Interest rate risk (continued)

Consequently, due to fluctuations of interest rate®xternal markets negative divergences may doetween the
interest rates of the investment portfolio in fgreicurrency and interest rates of the Bank’s ligdd in foreign
currency.

To determine the value of interest rate risk fasrsland long-term deposits in foreign currency, possible losses
are calculated considering a decrease of 0.5 j.fheointerest rate for these instruments for tegti2 months.

According to the average balance of the short and term deposits for the year 2007, the valueotémtial losses
resulted from the decrease of interest rate wihpQp. is valued at approximately USD’000 3,08&pproximately

MDL’000 34,927 (2006: USD’000 1,850 or approximgtt{DL’000 23,860).

While managing the interest rates risk influencgalanges on the external markets, special atteigipaid to the
principal of diversification of investment portfolby maturity and currency.

Average rates applicable to the major componenteebalance sheet have been disclosed withindtes melating
to these components. Analysis of assets and liasilas at 31 December 2007 according to theirraotal re-
pricing or maturity date is as follows:
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4. Financial risk management (continued)
4.3.1 Interest rate risk (continued)
Non-
0-3 3-6 6-12 More than interest
months  months months 1-2 years 2years bearing Total

31 December 2007
Assets
Cash and short-term placements with
banks 7,453,2783,501,388 - - - 83,473  11,038,13
Due from International Financial
Institutions 1,701 - - - - 2,201,259 2,202,96!
Due from the Moldovan Government 1,932,242 - - - - 40,318 1,972,56!
Securities issued by the Moldovan
Government 408,537 - - - - - 408,53
Loans granted to banks and individuals 1,707 1,708 3,415 6,758 25,251 - 38,83¢
Investment securities 901,083 668,473 1,172,647,038,298 231,485 44,406 4,056,39:
Tangible assets - - - - - 26,574 26,57«
Intangible assets - - - - - 12,963 12,96
Other assets - - - - - 7,325 7,32¢
Total assets 10,698,5484,171,569 1,176,062,045,056 256,736 2,416,318 19,764,228
Liabilities
National currency issued into circulation - - - - - 7,603,347 7,603,34
Due to the Moldovan Government 1,981,208122,000 145,000 - - 258,601 2,506,80!
Due to banks 2,926,302 - - - - 1,128,254 4,054,55!
Certificates issued by the NBM 810,201 - - - - 2,727 812,92¢
Due to International Financial
Institutions 293,580 16,509 33,019 99,055 1,361,616 2,210,393 4,014,17.
Other liabilities - - - - - 144,044 144,04-
Total liabilities 6,011,291 138,509 178,019 99,055 1,361,61611,347,366  19,135,85
Interest rate gap 4,687,257 4,033,060 998,043 946,001(1,104,880)(8,931,048) 628,43:

31 December 2006
Total assets 8,693,9541,033,682 1,219,078495,528 32,421 2,536,147  15,010,81
Total liabilities 2,646,879 - 35,848 107,544 1,164,70710,055,855 14,010,83
Interest rate gap 6,047,0751,033,682 1,183,230,387,9841,132,286)(7,519,708) 999,97

The interest bearing assets and liabilities of Blaek, mainly comprise cash and cash equivalengsslgranted,
securities, attracted deposits and certificatesedsby the Bank, as well as loans granted by tierrational
Financial Institutions. They bear fixed interesesa except for the current account with the IMB lran granted by
the IMF (EFF), which bear floating interest rates@n a weekly basis by the IMF. The same is ferltlans granted
to the banks for crediting the construction coofieea for which the interest rate is floating deghey on the
modifications of the long-term basic interest rsg€ by the Bank.
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4. Financial risk management (continued)

4.3.2  Currency risk

Currency risk is the risk that the value of finatdnstruments will fluctuate due to changes inefgn exchange
rates. As at 31 December 2007, NBM held the falhgwioreign exchange positions:

31 December 2007
Assets

Cash and short-term placements

with banks

Due from International Financial
Institutions

Due from the Moldovan
Government

Securities issued by the
Moldovan Government
Loans granted to banks and
individuals

Investment securities
Tangible assets

Intangible assets

Other assets

Total assets

Liabilities

National currency issued into
circulation

Due to the Moldovan Governme
Due to banks

Certificates issued by the NBM
Due to International Financial
Institutions

Other liabilities

Total liabilities

Net position

31 December 2006

Total assets

Total liabilities

Net position

MDL usD EUR GBP SDR Other Total
- 5,848,165 2,725,038 2,464,688 - 248 11,038,139
2,201,230 - - - 1,730 - 2,202,960
1,972,560 - - - - - 1,972,560
408,537 - - - - - 408,537
38,839 - - - - - 38,839
- 2,161,252 1,350,872 544,268 - - 4,056,392
26,574 - - 26,574
12,963 - - - - - 12,963
3,170 2,248 1,907 - - - 7,325
4,663,873 8,011,665 4,077,817 3,008,956 7301, 248 19,764,289
7,603,347 - - - - - 7,603,347
2,277,520 6,602 222,597 - - - 2,506,809
2,133,021 767,877 1,153,658 - - - 4,054,556
812,928 - - - - - 812,928
2,208,201 - - - 1,805,971 - 4,014,172
143,934 89 21 - - - 144,044
15,178,951 774,658 1,376,276 - 1,898 - 19,135,856
(10,515,078) 7,237,007 2,701,541 3,008,96L,804,241) 248 628,433
5,005,737 5,413,971 2,641,963 1,946,517 457, 165 15,010,810
11,177,892 527,499 481,887 - 1,823% - 14,010,833
(6,172,155) 4,886,472 2,160,076 1,946,5(17821,098) 165 999,977

Japanese yen, Romanian leu and Russian ruble egpiaser currencies, mainly.
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5. Cash and short-term placements with banks
31 December 31 December
2007 2006
Cash on hand in foreign currency 1,362 1,354
Nostro accounts 678,630 63,824
Term deposits in foreign currency 10,358,147 5,918,073
11,038,139 5,983,251

Cash and short-term placements with banks are qegbat their net value due to the fact that thehamn hand in
local currency in the NBM circulation cash deskbffset with the national currency issued into ciation. The net
value presentation is adequate since the NBM isoleissuer of the national currency.

As at 31 December 2007 the term deposits in foreigmency hold the significant portion within tHiee (circa
93.84%). As at period end the term deposits iniforeurrency were placed at counterparties witth higting
including counterparties with ratings ,AAA” — 28.85 ,AA” — 53.90%, ,AA-" — 17.75% of total deposifas at 31
December 2006: ,AAA” — 36.76%, ,AA+" — 7.30%, ,AA= 35.60%, ,AA-" — 20.34%).

The average interest rate of the term depositoiaign currency placed during the year 2007 is %.X2006:
4.36%) and it is above the compound benchmarkeeltt the investment portfolio calculated for thens period,
which represents 4.64% (2006: 4.18%).

6. Due from/to International Financial Institutions
31 December 31 December
2007 2006
Assets
Quota of the Republic of Moldova with the Interoatl Monetary Fund
(IMF) 2,201,230 2,391,843
Current account with IMF 1,730 2,457
2,202,960 2,394,300
Liabilities
Account No.1 2,201,141 2,391,746
Account No.2 90 98
Total Availabilities of the IMF 2,201,231 2,391,844
Other international organizations 6,970 2,920
Loans granted by IMF 1,805,971 1,823,964
4,014,172 4,218,728

The Republic of Moldova joined the IMF on August, 1892. The National Bank of Moldova acts as thenador
the conduct of the financial transactions with i and as a depository for maintaining of the IRccounts.
Membership in the IMF is quota based. A memberstaiis determined upon its admission to the menhijzend
is increased periodically under General Quota Revielhe quota forms the basis for the member'snfir@ and
organizational relationship with the IMF and deteres, inter alia, a member’s relative voting powke, maximum
access to the IMF financing and the share of thelbee in any allocation of XDR.
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6. Due from International Financial Institutions (continued)

The IMF Quota Account reflects initial and subsaguguota payments and is an asset of the membetio P5% is
payable by each member to the IMF in reserve aspetsfied by the IMF and the remainder is dudermember’s
own currency.

The local currency portion of the quota paymertaposited in the IMF No.1 Account, the IMF No. 2cAant and
becomes the property of the IMF. The IMF No 1 aetas used for the IMF’s operational transactiomsr¢hases,
repurchases), whereas the IMF No 2 account is @methe payment of expenses incurred by the Funthén
member’s currency.

The amounts included in the NBM balance sheet astDunternational Financial Institutions also ir# the loans
received by the NBM from the IMF. The loans areatainated in Special Drawing Rights (“XDR"), but dissed
in the balance sheet at the Moldovan Lei equivadétite end of the reporting period.

As at 31 December 2007 the Bank’s outstanding balafloans due to the IMF is as follows:
« Poverty Reduction and Growth Facility — XDR’000,8B2 (as at 31 December 2006: XDR’000 68,358)
e Extended Fund Facility — XDR’000 14,583 (as at 3c@mber 2006: XDR'000 25,417)

Poverty Reduction and Growth Facility (PRGF) représ loans granted to poor countries with the GEX¥3 than
USD 895 per person. The IMF has granted loansiwPRGF for a period of 10 years with a grace pknb5.5
years. The loan bears an interest rate of 0.5%maum

During the year 2007 NBM has received a loan ifrstaht of XDR'000 21,710 within PRGF loan (2006: tle@n
installments with a total of XDR’000 43,410).

Extended Fund Facility (EFF) represents the loamtgd for economic growth support and is grantegctmomies
suffering balance of payments deficits. The IME gaanted the loan of XDR’000 87,500 for a periéd @ years
with a grace period of 4.5 years and a floatingriest rate set on a weekly basis by the IMF.

The loans received by NBM from the IMF from the @&l Resources Account are secured by a bill ofi@xge
issued by the National Bank of Moldova.

Other international organizations represent theilabilities of the International Bank for Reconsttion and
Development and the Multilateral Investment Guararfigency

7. Due from the Moldovan Government
31 December 31 December
2007 2006
Loans granted/reconcluded with the Moldovan Govenmim 1,932,242 2,092,242
Interest accrued on loan granted/ reconcluded tvé¢ghMoldovan 40,318 21,580
Government
1,972,560 2,113,822
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7. Due from the Moldovan Government (continued)

The balance of the State debt to the NBM (loansitgchand accrued interest) has decreased as ae@niber
2007 as compared to 31 December 2006 by MDL'0002BPLor 6.68%. The decrease in this account wigh t
above mentioned amount is due to a decrease itoéimebalances as a result of repayment of MDL'060,000
(stipulated in the Law on State Budget for 20073 @am increase in the balance of accrued interesit &l
December 2007 with MDL’000 18,738.

The interest rate of the loans as at 31 Decemb@r 2@ried from 13.60% to 15.76% per annum, compatin
6.98% — 13.69% per annum as at 31 December 2006.

The loans to the Government are guaranteed by sttarities at the market price issued by the Mado
Government with a maturity similar to loan due déia@t can be traded on the market. As at 31 Deee2®07 the
value of state treasury securities placed as esdhtonstituted MDL'000 2,006,508 (31 December@®DL’'000
2,140,514).

The matured loans are reconcluded for a maximunogef 91 days, bearing the interest rate curreaigilable on
the primary market for the securities with the satue date.

8. Securities issued by the Moldovan Government
31 December 31 December
2007 2006
Securities issued by the Moldovan Government 415,50 409,030
Discount on securities issued by the Moldovan Gowvemt (7,352) (4,716)
Revaluation of securities issued by the Moldovanesoment 387 (1,740)
408,537 402,574

As at 31 December 2007, the balance of state siesuhield in the Bank portfolio comprises stateusiéies issued
by the Moldovan Government and remitted to the Bask result of prior conversion into state seiegrivf internal
state debts purchased from the Bank during theiguewears. These securities are classified atablafor sale
and are recorded at their fair value.

As at 31 December 2007 this account increased by 'MID 5,963 as compared to 31 December 2006, duketo
fact that the securities obtained during the IVrtpraof 2007 bear higher interest rates as comptirédde same
period of 2006.

The average weighted interest rate for the stateries from the Bank’s portfolio re-issued duri2d@07 is 12.78%
per annum (in 2006: 6.17%); maximum interest rateb-76% per annum (in 2006: 13.69%) being regidténe
October 2007 (December 2006); minimum interest rat&0.45% per annum (in 2006: 1.01%) registered in
September 2007 (February 2006).

As at 31 December 2007 the average market ratindostate securities registered was 14.19% pemarias at 31
December 2006: 13.30%).

26



NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

9. Loans granted to banks and individuals
31 December 31 December
2007 2006

Loans granted to banks 33,461 40,670
Loan granted to other individuals 5,378 5,362
Subtotal 38,839 46,032

Less: Impairment Provision - -
38,839 46,032

Loans granted to banks and individuals include $ogmranted to commercial banks during the years -P@@® for
loans to housing construction cooperatives andslognranted to the Bank’ employees adjusted with Itmes
provision.

The decrease in the balance of loans granted tksbamd individuals by MDL'000 7,193 or by 15.63%suked
mainly due to reimbursements by banks of the lgmasted.

Hence, the balance of loans granted to banks demiday MDL'000 7,209, from MDL’'000 40,670 to MDL'00
33,461, and the balance of loans granted to empgéNBM increased by MDL’000 16, from MDL’000 %3 to
MDL’000 5,378.

The loans granted by the National Bank of Moldavadmmercial banks are guaranteed by the balari¢he doro
accounts in MDL of commercial banks. As at 31 Daloer 2007 the value of collateral placed by bamks t
guarantee the reimbursement of loans granted datkdeaccrued interest constituted MDL’000 199,049 at 31
December 2006: MDL’000 199,010).

As at 31 December 2007 the value of the collatglated by employees to guarantee the reimburseaidaans
granted and related accrued interest constituted’PID 8,930 (as at 31 December 2006: MDL’000 8,634)

The movement in the provision for loan losses dytre year is as follows:

2007 2006
As at 1 January - 10
Release of provisions during the year (5) (20)
Additions during the year 5 -

As at 31 December - -

As at 31 December 2007, NBM did not have any pastrdceivables.
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10. Investment securities

31 December

31 December

2007 2006
Investment securities in foreign currency with conip 4,002,772 3,981,882
Premium / discount on investment securities inifpreurrency with
coupon (9,049) (8,938)
Interest purchased on investment securities irndareurrency with coupon 6,221 10,973
Interest accrued on investment securities in foreigrrency with coupon 44,406 48,024
Revaluation of investment securities with coupon ,042 (12,615)

4,056,392 4,019,326

The securities issued by non-residents held byNttgonal Bank of Moldova represent mainly secusifigsued by
entities from the United States of America and paen Union. As at 31 December 2007 all securiisadd by
non-residents held in the Bank’s portfolio have tighest rating - ,AAA” (as at 31 December 2006:AA™-

100%).

Those securities are low risk assets and are fitabsis held for trading financial assets at failue through profit

or loss account.

During 2007, the securities issued by non-residecteased in MDL equivalent by 0.92% (in 2006:9%36).

During the reported period, the total amount ofusiéies sold or matured denominated in foreign ency
represented the total nominal value of USD’000 @30, EUR’000 63,000 and GBP’000 16,500 (in 2006DW80
110,000, EUR’000 40,000 and GBP’000 7,500). Consetiy, there were purchased securities denominated
foreign currency in the total nominal value of USD0 164,000, EUR'000 65,000 and GBP’000 14,00(a6:

USD’000 164,000, EUR”000’ 60,000 and GBP’000 190

11. Tangible and intangible assets

Tangible Intangible
assets assets
under Intangible under
Buildings Equipment execution assets execution Total

Cost
At as 1 January 2007 36,627 76,111 15 26,269 - 0239,
Additions - 3,675 - 636 120 4,431
Disposals (207) (1,915) - (1,201) - (3,323)
As at 31 December 2007 36,420 77,871 15 25,704 12040,130
Accumulated depreciation
As at 1 January 2007 18,478 63,230 - 9,539 - 91,247
Charge for the year 992 7,037 - 4,523 - 12,552
Charge for disposals (90) (1,915) - (1,201) - (3,206)
As at 31 December 2007 19,380 68,352 - 12,861 - ,398
Carrying value
As at 1 January 2007 18,149 12,881 15 16,730 - X5,7
As at 31 December 2007 17,040 9,519 15 12,843 120 9,537
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11. Tangible and intangible assets (continued)

Tangible Intangible
assets assets
under Intangible under
Buildings  Equipment  execution assets execution Total

Cost
At as 1 January 2006 36,653 76,175 15 9,872 9,2031,977
Additions 14 1,568 - 2,180 5,015 8,777
Reclassification - - - 14,217 (14,217) -
Disposals (40) (1,632) - - - (1,672)
As at 31 December 2006 36,627 76,111 15 26,269 - 9,0%
Accumulated depreciation
As at 1 January 2006 17,525 56,730 - 6,346 -80,241
Charge for the year 993 8,476 - 3,193 - 12,662
Charge for disposals (40) (1,616) - - - (1,656)
As at 31 December 2006 18,478 63,230 - 9,539 - 81,2
Carrying value
As at 1 January 2006 19,128 19,805 15 3,526 9,202 1,686
As at 31 December 2006 18,149 12,881 15 16,730 - 77

12. Other assets

31 December

31 December

2007 2006

Prepayments 41 533
Other receivables 5,191 1,053
Inventories 1,423 1,634
Goods and materials administered 839 722
Subtotal 7,494 3,942
Less: Provisions for slow moving inventory and difwitdebts (169) (212)

7,325 3,730

The movement in the provisions for slow moving imgy and doubtful debts during the year is asfed:

2007 2006
As at 1 January 212 219
Charge for the year 7 4
Release for the year (50) (1)
As at 31 December 169 212
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13. National currency issued into circulation

31 December 31 December
2007 2006
National currency issued into circulation 7,603,355 5,874,968
Less: Cash on hand in national currency in circutatash desk (8) (57,777)
7,603,347 5,817,191
14. Due to the Moldovan Government
31 December 31 December
2007 2006
Term deposits of the Ministry of Finance 371,415 -
Current deposits of the Ministry of Finance 1,882,761 -
Other availabilities of the Government of RM 252363 871,627
2,506,809 871,627

As at 31 December 2007 the availabilities of thevénment represent 13.10% of the total liabilité$NBM (as at
31 December 2006: 6.22%).

BNM pays an interest rate on the term deposithefMinistry of Finance, based on the average iate@e from
the banking system available for the last three thgrfor deposits with a similar maturity in MDLThe average
interest rate on term deposits of the Ministry mfafce for the period constituted 11.83%.

BNM pays an interest rate on the current depos$itseoMinistry of Finance, based on the averagerett rate from
the banking system available for the last three thmrfor current deposits in MDL. The average nesé rate on
current deposits of the Ministry of Finance for gegiod constituted 3.09%.

15. Due to banks

31 December 31 December
2007 2006
Current accounts of commercial banks, includindgaltory reserves 3,741,505 1,491,606
Deposits from local banks in national currency 853, 332,791
4,054,556 1,824,397

As at 31 December 2007 the availabilities of thekisarepresent 21.19% of the total liabilities of MBas at 31
December 2006: 13.02%).

The balance in due to banks increased as compar2@06 by MDL'000 2,230,159. This increase wasniyailue
to an increase in the balances on Loro accountgtenghcrease in the obligatory reserves of comiakebanks by
MDL’000 2,249,899, while the balance of depositsrircommercial banks decreased by MDL’000 19,740.

30



NATIONAL BANK OF MOLDOVA

NOTES TO FINANCIAL STATEMENTS

for the year ended 31 December 2007

(all amounts are expressed in thousand Moldovan L&iDL ‘000”)

16. Certificates issued by the National Bank of Moldova

31 December 31 December
2007 2006
Certificates issued by NBM 810,201 940,361
Discount on certificated issued by NBM 2,727 2,986
812,928 943,347

NBM certificates represent securities sold to commiaé banks through auctions in order to absorbetheess of
liquidity on the monetary market. They are issae@ discount and repurchased upon maturity at manvalue.
The prevailed maturity of NBM certificates (NBCyiged during 2007 was 7, 14 and 28 days.

The average rate on NBC in circulation as at 31elbdyer 2007 constituted 15.86% (2006: 14.04%).

Even though during 2007 the balance of NBM cedtlés in circulation registered values above MDL'000
2,000,000, at the end of December their value dseckto MDL'000 810,201 (sale price).

As a result of the decrease in volume of NBC inwdation at the end of 2007, their balance decoehgeVIDL'000
130,419 as compared to 31 December 2006.

17.  Other liabilities

31 December 31 December
2007 2006
Due to the State Budget - 313,498
Due to other entities 137,293 15,782
Due to personnel 5,061 4,922
Other liabilities 1,690 1,341
144,044 335,543

Due to other entities includes mainly temporaryilatidlities accumulated during the process of ismgaof shares
for the statutory capital of ProCredit Bank S.Atte amount of MDL’000 120,000.

18. Capital and reserves

31 December 31 December
2007 2006

Authorized capital 288,923 288,923
General reserve fund 320,277 577,845
Total statutory capital: 609,200 866,768
Reserve of unrealized gains on exchange rate diféers from foreign

; - 133,099
currency stocks revaluation
Reserve of unrealized gains from revaluation otigges 17,643
Gains/(losses) from revaluation of treasury bills 387 (2,739)
Gains from indexation of fixed assets 1,203 1,849

628,433 999,977
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18.  Capital and reserves (continued)

The statutory capital of the Bank as at 31 Decen#®7 decreased by MDL'000 257,568 as comparedlto 3
December 2006. This was as a result of the relebee general reserve fund to cover the lossgistered at the
end of 2007 after the allocation of the unrealipaihs on revaluation of investment securities ia tbspective
reserve account in the amount of MDL'000 17,643 #mel release to cover unrealized gains on exchaaige
differences from foreign currency stocks revaluafimm the respective reserve account in the amouMDL'000
133,099.

As at 31 December 2007 the revaluation of treadilly registered a positive result of MDL'000 38&hich
resulted in an increase of the capital of NBM with respective amount.

Hence, as at 31 December 2007, the statutory tayitdhe Bank constituted MDL'000 609,200. Theiwabf
capital in total monetary liabilities of the Bankaleased as compared to prior year from 10% t3%4..83

19. Distribution of net profit

31 December 31 December
2007 2006

Net profit for the year (373,671) 545,806
Allocation of unrealized gains on exchange ratded#hces from foreign - (133,099)
currency stocks revaluation
Allocation of unrealized gains from revaluationimfestment securities (17,643) -
Release of unrealized gains on exchange rate @iffess from foreign 133,099
currency stocks revaluation
Transfer from indexation reserve of fixed assets 647 647
Net profit for the year available for distribution (257,568) 413,354
Release / (allocation) to:
Authorized capital - (32,531)
General reserve fund 257,568 (65,062)
State Budget - 315,761

As at 31 December 2007 the National Bank registarkxs in the amount of MDL’000 257,568, this lgemainly
as a result of the recognition of unrealized losses revaluation of foreign currency stocks in thmount of
MDL’000 885,438.
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20. Interest income

Interest income from deposits and availabilities:
Interest from term deposits in foreign banks
Interest from deposits overnight

Interest income from availabilities

Interest income from securities:
Interest from securities with coupon and discount
Interest from amortized discount on treasury bills

Interest income from loans:
Interest from loans to the Moldovan Government
Interest from loans to banks and employees

21. Interest expense

Interest expenses arising from loans received:
Interest from loans received from the IMF

Interest expenses arising from availabilities:
Interest on obligatory reserves

Interest on deposits placed by the Banks

Interest on deposits placed by the Ministry of Rirel

Interest expenses arising from transactions with ssirities and Repo

agreements:
Interest on certificates of the Bank
Interest on investment securities

31 December

31 December

2007 2006
281,671 179,508
89,373 31,709
1,783 1,808
372,827 213,025
79,124 137,328
48,308 22,011
228,032 159,339
286, 121,650
4,279 4,873
244,835 126,523
845,694 498,887

31 December

31 December

2007 2006
24,805 32,559
24,805 32,559
16,444 15,418
29,299 30,962
53,175 -
98,918 46,380

198,406 40,235
4 -

198,410 40,235

322,133 119,174
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22. Gains/ (losses) from foreign exchange transactiosd foreign exchange rate differences

Realized gains from foreign exchange transactions
Unrealized gains/(losses) from foreign exchange déference

23. Gains/ (losses) from revaluation of securities

Net realized gains from investment securities
Net unrealized gains from investment securities
Net unrealized losses from revaluation of secuitie

24. Other income

Income related to settlements in SAPI
Income related to cash transactions

Other income

25. Operating expenses

Expenses related to the production of the nationakncy

Staff costs

Depreciation of tangible assets and amortizatfantangible assets
Communication expenses

Repair of property and equipment

Maintenance of the equipment

Other operating expenses

31 December

31 December

2007 2006
5251 133,330
(885,438) 133,099
(880,913) 266,429

31 December

31 December

2007 2006
6,861 4,544
643, -
- (6,924)
24,504 (2,380)

31 December

31 December

2007 2006
9,213 7,394
11,374 -
3,647 2,682
24,234 10,076

31 December

31 December

2007 2006
4,053 50,624
35,636 33,624
12,551 12,662
5,728 5,028
273 718
445 517
6,417 4,869
65,103 108,042

Staff costs include mandatory state social contibiouin the amount of MDL'000 6,681 and mandatorgdical
insurance in the amount of MDL’000 699 (2006: MDQ®6,508 and MDL’'000 529 respectively).
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26. Related parties

During the year ended at 31 December 2007, thermeration paid to the Bank management, includingdfeitevel
management, was MDL’000 3,877 (2006: MDL’'000 3,335)

The Bank has granted loans to its employees. Theniog disclosure represents the movement for sogranted
and remaining balances of the loans granted to nlamagement of the Bank, including the middle level
management:

Remaining Loans Reimbursements Remaining
balance as at granted balance as at
1st of January 31st of
December
2006 676 - 43 633
2007 633 - 78 555

The loans were granted to the management of thk 8acording to the NBM internal regulation and ithterest
rates charged are the same for all NBM employeatsténding balances at the year-end are securedllbyeral
placed by each individual, which as at 31 Decer@€7 amounted to MDL’'000 984 (as at 31 Decembe6200
MDL'000 984). For the year ended 31 December 20@%d loans were classified as performing loandfseréfore
the Bank has not made any provisions relating towans owed by related parties.

27. Commitments and contingencies
Litigations

As at 31 December 2007 the Bank was involved inlttigations against the Bank and a litigation agaia former
authorized bank related to the insolvency procedé®at 31 December 2007 the Bank did not bookmnyisions

for litigations, due to the fact that at that momnirdid not have a legal or constructive obligatias a result of a
past event, and there was no probability of fumutflow of resources embodying economic benefitsetile the

obligations.

Credit related commitments

As at 31 December 2007, there were no outstandedjtaelated commitments.
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