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Number of Loans Disbursed within the Year
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2007

281,435
213,834
164,426
71,859
57,839
20,305
14,423
29,204
12,633
7,571
5,322
208,513
160,752
79,499
19,150
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2006

218,299
157,278
124,819
59,976
38,857
14,238
11,748
17,225
10,610
4,625
3,276
154,002
116,858
63,213
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1,618
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85.2%
9.33%
14.10%

29,621
22,318
24,768
87,986
795
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Change

28.92%
35.96%
31.73%
19.81%
48.85%
42.61%
22.77%
69.54%
19.06%
63.72%
62.45%
35.40%
37.56%
25.76%
-1.84%

39.20%
45.80%
-30.10%
-36.91%

32.57%
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* The ROE figure for 2006 differs from that shown in last
year’s annual report because the method of calculating
this indicator has been modified.
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MISSION STATEMENT

Mission Statement

ProCredit Bank Romania is a development-oriented full-service bank. We offer excellent
customer service and a wide range of banking products. In our credit operations, we
focus on lending to very small, small and medium-sized enterprises, as we are convinced
that these businesses create the largest number of jobs and make a vital contribution to

the economies in which they operate.

Unlike other banks, our bank does not promote consumer loans. Instead we focus on
responsible banking, by building a savings culture and long-term partnerships with our

customers.

Our shareholders expect a sustainable return on investment, but are not primarily inter-
ested in short-term profit maximisation. We invest extensively in the training of our staff

in order to create an enjoyable and efficient working atmosphere, and to provide the

friendliest and most competent service possible for our customers.
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Letter from the Board of Administrators

After Romania joined the European Union at the beginning of 2007, many banks from other member
states decided to explore the opportunities presented by this new market. The resulting struggle for mar-
ket share has had a defining impact on the banking sector. The number of bank branches and bank em-
ployees has grown dramatically; consumer lending has significantly expanded and Romanians have been
bombarded with new products, new offers, and new promises.

In view of this aggressive competition, and taking into account the impact of the sub-prime mortgage cri-
sis in the United States, in 2007 ProCredit Bank made an even greater effort to emphasise simplicity and
transparency in its relationships with its clients. In a year of tempting opportunities for financial institu-
tions in Romania and throughout the region, a fixed-rate loan from ProCredit Bank Romania remained a
fixed-rate loan. There were no “teaser” rates or obscure foreign currency loans, but instead an insistence
on explaining to clients all of the risks and all of the costs associated with their loans. This resolve sharp-
ened the bank’s profile in the Romanian market.

The Romanian financial sector experienced increased competition beyond the race for clients and market
share; competing banks also felt pressure in the struggle to attract qualified staff. Salaries increased
substantially, and staff turnover rose across the entire sector, including at ProCredit Bank. Unlike its
competitors, ProCredit Bank Romania did not deceive its staff with unrealistic promises of career oppor-
tunities and salaries. Rather, in line with our corporate values, we pursued a policy of sustainability and
transparency. Like all of the ProCredit banks, we at ProCredit Bank Romania consistently invested in
personnel development and thereby continued to strengthen our long-term relationships with our staff
members. The establishment of a local training centre in Romania, alongside the academies for ProCredit
management personnel in Skopje, Macedonia, and Fiirth, Germany, is a clear expression of a personnel
policy geared towards commitment and continuity.

Despite the intense competition for clients and talented employees, ProCredit Bank achieved good re-
sults in 2007. The bank’s profitability remained solid — one of the factors which led Fitch to upgrade our
individual rating. The loan portfolio grew by 36%, with especially encouraging results in the agricultural
sector, where the bank is one of the market leaders. In a market dominated by the drive to boost lending
to finance consumption, ProCredit Bank continued to emphasise the importance of savings, and customer
funds grew by 38% — exceeding the market growth rate of 35%. We added six branches to our network.

Together with our extremely competent and loyal staff, we begin the year 2008 with high expectations
and a high level of confidence. We will add another 15 branches to our network, opening nine in cities
where the bank does not yet have a presence. Branch network expansion will lay the foundations for
increased outreach to both rural and urban clients. We expect the bank’s profile to remain distinct in
2008 - as a vocal proponent of a transparent, honest banking sector in Romania.

I would like to thank our staff, customers and management for their loyalty and dedication to the institu-
tion and for the excellent results achieved in 2007. Despite the possible turmoil in the international and
Romanian financial markets, we will face future challenges with the same tenacity that has brought us
to where we are today. With this confidence, | am sure that 2008 will be another successful year for all

of us.
hova b,

Anja Lepp
Chairperson of the Board of Administrators

Members of the

Board of Administrators:
Anja Lepp

Ana Maria Mihaescu
Riidiger Rurainsky
Hanns Martin Hagen
Maria Teresa Zappia
Hans-Joerg Krohn
Dietrich Ohse

Members of the
Management Board:
Michael Kowalski
Asmus Rotne

Dana Enache

Marius Sindile
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The Bank and its Shareholders

ProCredit Bank Romania is part of the ProCredit
group, which is led by its Frankfurt-based parent
company, ProCredit Holding. ProCredit Holding is
the majority shareholder in ProCredit Bank Roma-
nia.In 2007, it agreed with Kreditanstalt fiir Wiede-
raufbau (KfW) and International Finance Corpora-
tion (IFC) to acquire their shares in the bank. Once
thistransactionisregistered, ProCredit Holding will
hold 57.49% of the shares. This proposed acqui-
sition is subject to approval by the National Bank of
Romania; the shareholder structure shown below
was current as of the end of December 2007.

ProCredit Bank Romania was founded in May 2002
as Banca de Microfinantare MIRO SA by an alliance
of international development-oriented investors.
Their goal was to establish a new kind of financial
institution that would serve the demand of small
and very small businesses in a socially responsible
way. The primary aim was not short-term profit
maximisation but rather to deepen the financial

sectorand contribute to long-term economic devel-
opment while also achieving a sustainable return
on the investment.

The founding shareholders of ProCredit Bank
Romania were IFC, Deutsche Investitions- und
Entwicklungsgesellschaft (DEG), the European
Bank for Reconstruction and Development (EBRD),
ProCredit Holding, Commerzbank, and the Nether-
lands Development Finance Company (FMO). The
management of the bank was provided by Inter-
nationale Projekt Consult (IPC). Over the years,
ProCredit Holding, working closely with IPC, has
consolidated the ownership and management
structure of all the ProCredit banks and financial
institutions to create a truly global group with a
clear shareholder structure and to bring to each
ProCredit institution all the synergies and benefits
that this implies. Today’s shareholder structure of
ProCredit Bank Romania is outlined below. Its cur-
rent share capital is almost EUR 18.9 million.

Shareholder Sector Headquarters Share Paid-in Capital
(as of Dec. 31, 2007) (in EUR)
ProCredit Holding Investment Germany 32.22% 6,082,383
Commerzbank Banking Germany 21.03% 3,969,972
EBRD Banking UK 16.53% 3,120,478
KfW Banking Germany 13.21% 2,493,739
IFC Banking USA 12.05% 2,274,759
IPC Consulting Germany 4.96% 936,332
Total Capital 100% 18,877,664

fa ProCredit ProCredit Holding is the

FOLPIY S harent company of a global

group of 22 ProCredit banks. ProCredit Holding

was founded as Internationale Micro Investi-

tionen AG (IMI) in 1998 by the pioneering devel-
opment finance consultancy company IPC.

ProCredit Holding is committed to expanding
access to financial services in developing coun-
tries and transition economies by building a
group of banks that are the leading providers of
fair, transparent financial services for very small,
small and medium-sized businesses as well as
the general populationin their countries of opera-
tion. In addition to meeting the equity needs of its
subsidiaries, ProCredit Holding guides the devel-
opment of the ProCredit banks, provides their
senior management, and supports the banks in
all key areas of activity, including banking opera-
tions, human resources and risk management. It

ensures that ProCredit corporate values, best-
practice banking operations and Basle Il risk man-
agement principles are implemented group-wide.

IPC is the leading shareholder and strategic
investor in ProCredit Holding. IPC has been
the driving entrepreneurial force behind the
ProCredit group since the foundation of the
banks. Historically, IPC provided the senior man-
agers of the ProCredit banks. At the end of 2007,
IPC staff were integrated into ProCredit Holding,
significantly strengthening the company’s ability
to support the ProCredit group.

ProCredit Holding is a public-private partner-
ship. In addition to IPC and IPC Invest (the
investment vehicle of the staff of IPC and
ProCredit), the other private shareholders of
ProCredit Holding include the Dutch DOEN
Foundation, the US pension fund TIAA-CREF,



the US Omidyar-Tufts Microfinance Fund, the
Swiss investment fund responsAbility and
the Salvadoran company Fundasal. The public
shareholders of ProCredit Holding include KfW
(the AAA-rated German promotional bank), IFC
(the AAA-rated private sector arm of the World
Bank), FMO (the Dutch development bank) and
BIO (the Belgian development fund).

ProCredit Holding has an investment grade rat-
ing (BBB-) from Fitch Ratings Agency. As of the
end of 2007, the equity base of the ProCredit
group is EUR 333.2 million. The total assets of
the ProCredit group are EUR 4.1 billion.

COMMERZBANK Commerzbank AG was
established in 1870 and following the takeover
of Eurohypo AG, announced in November 2005,
is Germany’s second-largest bank and one of
the leading commercial banks in Europe. With a
strong international network comprising offices
and shareholdings in more than 4o countries,
Commerzbank is a universal bank providing
retail, corporate, public-sector and investment
banking services. It also offers financial products
and services via a number of subsidiaries, such
as online banking, leasing, asset management
and real-estate investment.

@ The European Bank for Recon-
arbe k. struction and Development

(EBRD) was established in 1991. It aims to foster
the transition towards open, market-oriented
economies and to promote private and entre-
preneurial initiative in countries from Central
Europe to Central Asia that are committed to
democracy, pluralism and market economics. The
EBRD seeks to help its countries of operations
to implement structural and sectoral economic
reforms, promoting competition, privatisation
and entrepreneurship. In fulfilling its role as a
catalyst of change, the Bank encourages cofi-
nancing and foreign direct investment from the
private and public sectors, helps to mobilise
domestic capital, and provides technical coop-
eration in relevant areas.

kFW KfW Entwicklungsbank (KfW Devel-

i opment Bank): On behalf of the Ger-
man federal government, KfW Entwicklungsbank
finances investments and accompanying advi-
sory services in developing and transition coun-

THE BANK AND ITS SHAREHOLDERS

tries. Its aim is to build up and expand the social
and economic infrastructure of the respective
countries, and to advance sound financial sys-
tems while protecting resources and ensuring a
healthy environment. KfW Entwicklungsbank is a
leader in the field of microfinance and is involved
in target group-oriented financial institutions
around the world. It is part of KFW Bankengruppe
(KfwW Banking Group), which has a balance sheet
total of approximately EUR 375 billion (as of De-
cember 2007). KfW Bankengruppe is one of the
ten biggest banks in Germany and is AAA-rated.

ﬁl“ IFC, a member of t'he World Ban'k

Group, fosters sustainable economic
growth in developing countries by financing
private sector investment, mobilizing private
capital in local and international financial mar-
kets, and providing advisory and risk mitigation
services to businesses and governments. IFC’s
vision is that poor people have the opportunity to
escape poverty and improve their lives. In FYo7,
IFC committed $8.2 billion and mobilized an
additional $3.9 billion through loan participa-
tions and structured finance for 299 investments
in 69 developing countries. IFC also provided
advisory services in 97 countries. For more infor-
mation, visit www.ifc.org.

-
_.PC Internationale Projekt Consult
Internationale Projekt Consult GmbH (|PC)’ a Frankfurt-based com-

pany, was founded in 1981. Since then, IPC has
provided sound consulting and management ser-
vices for meaningful development projects. The
company has been particularly successful in its
activities in the financial sector, a field in which
IPC has been involved since 1984. IPC advises
banks in developing countries and transition
economies on how to build their capacity to pro-
vide financial services to very small, small and
medium-sized enterprises. Over the last two and
a half decades, IPC has set new standards in the
establishment of target group-oriented financial
institutions. It founded ProCredit Holding, and
remains that company’s leading shareholder and
strategic investor. From the very beginning, IPC
has been the driving entrepreneurial force behind
the ProCredit group, and until November 2007 it
also provided management services for all of the
ProCredit banks and seconded qualified person-
nel to ProCredit Holding.
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The ProCredit group currently comprises 22 tar-
get group-oriented banks operating in as many
countries. We focus on developing countries and
transition economiesinthreeregions: Eastern Eu-
rope, Latin America and Africa. The group has 622
branches staffed by 16,800 employees. Current-
ly, ProCredit banks disburse more than 75,000
loans totalling more than EUR 236 million every
month. By the end of 2007, the number of loans
outstanding had grown to 926,000 (@amounting
to EUR 2.8 billion, an increase of 34% over the
year). The average loan amount outstanding is
EUR 3,045, and the loan portfolio quality remains
excellent, with aratio of loansinarrears (>30 days)
to total loan portfolio of only 1.4%. Over 2007,
the group’s deposit base increased from EUR 1.8
billion to EUR 2.5 billion, an increase of 37%. The
number of accounts increased by 900,000.

But what do these facts and figures mean and
what is ProCredit trying to achieve? ProCredit is
building a global group of neighbourhood banks.
But what is a neighbourhood bank? Wherever we
are, we aim to be the accessible, trusted, socially
responsible bank for local small businesses and
“ordinary” people who live and work in the area.
In our lending business, we focus on very small,
small and medium-sized enterprises. At the same
time ProCredit provides retail banking services
to ordinary people, with a focus on low-income
families. In this way we aim to be the long-term
banking partner for target groups which most
conventional commercial banks neglect. By pro-
viding socially responsible products, we aim to
contribute to the economic development of the
countries in which we work.

In the developing countries and transition econ-
omies in which the ProCredit group operates,
conventional commercial banks tend to neglect
small and very small businesses because they
are thought to keep inadequate records, have
insufficient collateral and generate high admin-
istrative costs. However, these businesses are
the main engine of economic growth and job cre-
ation. Over the years, the ProCredit group and
IPC, which developed the lending methodology
used by the ProCredit group, have gained a pro-
found understanding of both the problems faced
by small businesses and the opportunities avail-
able tothem, and have tailored the credit technol-
ogy to reflect the realities of their operating envi-

ronment. Thanks to this credit technology, which
combines careful analysis of all credit risks with
a high degree of standardisation and efficiency,
ProCredit institutions are able to reach a large
number of small borrowers.

In contrast to ProCredit, other commercial banks
give priority in their lending operations to corpo-
rate finance and consumer lending, especially
the latter. Consumer finance is attractive to those
banks because it usually does not require skilled
staff or much financial analysis of the client,
allowing banks focussed on market share to grow
quickly. However, this quest for market share can
lead to irresponsible lending and over-indebted-
ness on the part of the client. ProCredit never for-
gets that a loan is also a debt. The recent events
around the US subprime mortgage crisis are an
important reminder of the social and economic
consequences of inappropriate lending behav-
iour. In contrast, we place great emphasis on the
careful evaluation of a borrower’s debt capacity
and on building lasting relationships. In this way,
ProCredit is characterised by a responsible, long-
term attitude towards business development and
client relationships.

Furthermore, ProCredit institutions strive to fos-
ter a savings culture. We aim to build public con-
fidence in banks by setting new standards in cus-
tomer service, transparency and business ethics.
ProCredit deposit facilities are appropriate for a
broad range of customers, especially low-income
groups. We offer simple savings products with no
minimum deposit requirement. Eighty percent of
all deposit accounts have a balance of less than
EUR 100. This illustrates our target-group orien-
tation and highlights the challenge of serving
this target group of small savers who account for
only 1% of our total deposit volume. In the spirit
of a neighbourhood bank, ProCredit banks place
great emphasis on children’s savings products
and education campaigns as well as on sponsor-
ing local community events. In addition to de-
posit facilities, clients are offered a full range of
standard non-credit banking services.

The shareholders of the group aim to strike the
right balance between their prime developmen-
tal goals: reaching as many small enterprises and
small savers as possible, and achieving commer-
cial success. For 2007, the return on equity for



THE PROCREDIT GROUP — NEIGHBOURHOOD BANKS FOR ORDINARY PEOPLE _

the group as a whole, expressed in hard currency
after deduction of profit taxes, is 12.6%.

And who are the shareholders behind the
ProCredit group? The ProCredit groupis led by the
Frankfurt-based ProCreditHolding AG, founded by
the consulting firmIPCin 1998. In Eastern Europe,
EBRD and Commerzbank, and in Latin America,
the IDB, also participate as minority sharehold-
ers. ProCredit Holding is a public-private partner-
ship, led by IPC and by IPC Invest, the investment
vehicle of the staff of IPC and ProCredit. The other
private shareholders of ProCredit Holding include
the Dutch DOEN Foundation, the US pension fund
TIAA-CREF, the US Omidyar-Tufts Microfinance
Fund and the Swiss investment fund respons-
Ability. The public shareholders include KfW, IFC,
FMO and BIO.

ProCredit
Mexico

Banco ProCredit

Honduras\’

Banco ProCredit/ 6
El Salvador

Banco ProCredit

Nicaragua

ProCredit Services

Colombia

Banco ProCredit

Ecuador

Banco Los Andes

ProCredit Bolivia

ProCredit Holding not only provides equity to its
subsidiaries, but also guides the development of
the ProCredit banks, provides their senior man-
agement, and supports the banks in all key areas
of activity. Historically, IPC staff managed the
ProCredit institutions, building them to what they
are today. At the end of 2007, IPC staff were inte-
grated into ProCredit Holding, greatly strength-
ening its ability to support the group. The holding
company ensures that ProCredit corporate val-
ues, best-practice banking operations and Basle
Il risk management principles are implemented
group-wide. Plans are underway to bring the
ProCredit group under the supervision of the
German federal banking supervisory authority
(BaFin) in 2008.

The international group
of ProCredit institutions;
seealso

www.procredit-holding.com

ProCredit Bank Serbia ProCredit Bank Ukraine
ProCredit Bank

ProCredit Moldova
Bosnia and Herzegovina
ProCredit Bank Romania
ProCredit Bank Kosovo 4
— ProCredit Bank Kyrgyzstan
ProCredit BankAlbania7
ProCredit Bank Macedonia

(planned)
ProCredit Bank
Sierra Leow
ProCredit

Savings and Loans Ghana

ProCredit Bank Georgia
ProCredit Bank Armenia

ProCredit Bank Bulgaria

ProCredit Bank
Democratic Republic of Congo

Banco ProCredit Mozambique
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ProCredit Holding is deeply involved in human
resource management. The neighbourhood bank
concept is not limited to our target customers
and how we reach them, it is also about our staff:
how we work with one another and how we work
with our customers. The neighbourhood bank
approach requires a high degree of decentralised
decision-making and therefore judgement and
creativity from all staff, especially our branch
managers. Our corporate values embed prin-
ciples such as honest communication, transpar-
ency and professionalism into our day-to-day
business. Key to our success is therefore the right
selection and training of staff. We maintain a cor-
porate culture that harnesses the creativity and
entrepreneurial spirit of our staff, while fostering
their deep sense of personal and social respon-
sibility. This entails not only intensive training in
technical and management skills, but also a con-
tinuous exchange of personnel among our mem-
ber institutions in order to take full advantage
of the opportunities for staff development that
are created by their participation in a truly inter-
national group.

A central plank in our approach to training is the
group’sProCreditAcademyin Germany,which pro-
vides a three-year, part-time “ProCredit Banker”
training programme for high-potential personnel
from each of the ProCredit institutions. The pro-
gramme includes intensive technical training and
also exposes participants to a very multicultural
learning environment and to subjects such as
anthropologyandthehumanities.Theprogramme
provides an opportunity for our future leaders to
develop their views of the world, as well as their
communication and staff management skills. The
professional development of local middle manag-
ers is further supported by three regional acade-
mies in Latin America, Africa and Eastern Europe,
which provide similar off-site training for a larger
number of people.

The group’s strategy is to continue its very rapid
growth in order to meet the large unmet demand
for financial services from its target groups. The
continued success of ProCredit relies on a self-
confident team of people who share a personal
commitment to the target group, to fast growth
and to the neighbourhood way of doing things.



ProCredit in Eastern Europe

ProCredit operates in 11 countries across Eastern
Europe. With more than 535,000 loans outstand-
ing, it is the region’s leading provider of banking
services to very small, small and medium-sized
businesses. In 2007, ProCredit decided to ex-
pand its regional presence into Armenia and Kyr-
gyzstan. A provisional banking licence has been
obtained in Armenia, and the bank will be opera-
tional in February 2008. We plan for ProCredit
Bank Kyrgyzstan to be operational in 2008.

The region is currently enjoying relative politi-
cal stability and strong GDP growth of around
5% in 2007. Financial sectors and private sector
lending are also rapidly expanding. In all Eastern
European markets in which ProCredit operates,
total banking assets in 2007 grew by well over
20%, and in several markets by over 50%. Much
ofthis growth is driven by heavy investmentin the
form of foreign capital and the activities of west-
ern banks. In this context the market opportuni-
ties are clear, but sometimes we are asked: can
ProCredit claim to be different and to be making a
differencein the region? Our answeris a resound-
ing “yes”. We stand out as banks deeply commit-
ted to small business lending over the long term,
to building a responsible savings culture rather
than blindly fuelling consumer spending, and to
setting new standards of transparency and ser-
vice for our customers.

Across the region, the focus of most other banks
continues to be corporate finance and consumer
lending. They neglect lending to small entrepre-
neurs and small family businesses. Yet these
businesses are the driving force behind economic
growth and job creation across Eastern Europe,
and have been since the collapse of Soviet in-
fluence and the large state-owned enterprises
related to it. For most banks, it is simply easier
to make money with consumer lending and loans
to large corporate clients, since small business
lending requires decentralised decision-making
and highly qualified staff who are able to assess
risk quickly and reliably and maintain durable cli-
ent relationships.

The loan portfolio volume of ProCredit banks in
Eastern Europe grew by more than 34% in 2007,
which is at least as fast as the consumer-driven
market as a whole, emphasising the importance
of our focus on small business loans. The impor-

PROCREDIT IN EASTERN EUROPE

tance of ProCredit in transition economies should
be no surprise: even in well-developed western
markets, only a few banks are dedicated to the
long-term support of small business customers.

It is also no surprise that consumer lending,
which is being so aggressively pursued by other
banks in Eastern Europe, is not a business in
which ProCredit actively engages. We believe
that it tends to drive imports rather than domes-
tic production. If pushed irresponsibly in the
context of a market-share gain game — with very
little analysis of a customer’s repayment capac-
ity — it quickly leads to over-indebtedness. This
creates suffering for the individuals and families
affected, and can undermine wider social and
financial stability. The growingincidence of rising
default rates underpins this view. The sub-prime
mortgage crisis in the US is a timely reminder of
the consequences of inappropriate lending prac-
tices. Our approach is to provide loans primarily
to businesses and to do so based on a careful,
efficient analysis of a client’s ability to repay. We
aim to build lasting relationships, and we nev-
er forget that a loan is also a debt. In this way,
ProCredit is characterised by a responsible, long-
term attitude towards business development.

Across the region, we provide agricultural loans,
supporting a sector that has been particularly
neglected by other banks and that is vital for em-
ployment and social cohesion outside the main
urban areas. We also provide housing improve-
ment loans to help low-income families reno-
vate their homes and improve energy efficiency.
ProCredit banks offer their business clients loans
and other services, including plastic cards and
fast, low-cost money transfers (“ProPay”), pro-
viding a truly integrated service for entrepre-
neurs who are active across the region.

In the face of rapid expansion in consumer lend-
ing, we make it a priority to create a “savings”
culture, not just a “spending” culture — because
savings are an important buffer against the vaga-
ries of life. The level of deposits to GDP in Eastern
European countries, typically around 50%, re-
mains well below Western European levels.
Through promotional events and direct, personal
communication, we encourage people — particu-
larly those who do not yet have a banking rela-
tionship — to use banking services and to regu-
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Ukraine

Romania

Bosgia

an

Herze-  Serbia
govina

Kosovo Bulgaria
Georgia Kyrgyzstan
Macedonia (planned)
Albania Armenia

larly set aside a portion of their earnings. This
outreach is combined with the offer of simple and
reliable banking products, especially savings
and deposit accounts.

In keeping with our mission to be accessible to
clients wherever they are, the ProCredit group
continues to expand to provide comprehensive
coverage across the region: in 2007 we opened
100 branches and employed 2,400 more staff
to bring the total to more than 440 branches
and 11,000 staff. Qur clients can now drive from
Tirana in Albania to Yerevan in Armenia and
enjoy the same friendly service and open, wel-
coming branches all along the way. We place a
strong emphasis on transparency in all ProCredit
banks. We run information campaigns to ensure
that all customers understand the pricing of our
products as well as those of our competitors,
since we find that aggressively growing markets
create a lot of scope for misleading customers
about the true price of banking services.

Our staff are the key element in our approach to
being a stable, down-to-earth banking partner to
clients across the region. The group has a strong
commitment to staff training, professional devel-
opment and cultivating an open, honest commu-
nication culture. Staff exchanges, cross-border
training programmes and regional workshops
are an important part of our approach. In 2007
we founded the ProCredit Regional Academy in
Skopje, Macedonia for the training of local middle
managers. Already 9o managers have graduated
from the six-week intensive course. In the highly
competitive Eastern European banking sectors,
well-trained, highly motivated ProCredit staff,
who have built strong, long-term relationships
with clients, are in high demand from compet-
itor banks. However, the ProCredit work environ-
ment, the investment we make in our staff, and
the international opportunities that they enjoy
enable us to be very successful in retaining our
best people, providing a firm base for our ongo-
ing growth in the region.
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ProCredit Bank
Albania

Founded in October 1998

26 branches

32,581 loans / EUR 117.5 million in loans
198,668 deposit accounts / EUR 213.8 million
711 employees

Rruga Sami Frasheri

Tirana

Tel./Fax: +355 4 2 271 272 [ 276
info@procreditbank.com.al
www.procreditbank.com.al

ProCredit Bank
Armenia

Founded in December 2007
Operational in February 2008
1 branch

118 employees

31, Moskovvan St.

Building 99

Yerevan 0002

Tel./Fax: + 374 10 514 860 / 853
info@procreditbank.am
www.procreditbank.am

ProCredit Bank
Bosnia and Herzegovina

Founded in October 1997

39 branches

68,752 loans / EUR 162.1 million in loans
84,126 deposit accounts / EUR 143.1 million
831 employees

Emerika Bluma 8

71000 Sarajevo

Tel./Fax: +387 33 250 950 / 250 971
info@procreditbank.ba
www.procreditbank.ba

ProCredit Bank
Bulgaria

Founded in October 2001

72 branches

63,125 loans / EUR 447.4 million in loans
194,530 deposit accounts / EUR 311.4 million
1,566 employees

131, Hristo Botev Blvd.

Sofia 1233

Tel./Fax: +359 2 813 51 00/ 51 10
contact@procreditbank.bg
www.procreditbank.bg

ProCredit Bank
Georgia

Founded in May 1999

42 branches

64,283 loans / EUR 164.2 million in loans
407,756 deposit accounts / EUR 118.2 million
1,476 employees

154 D. Agmashenebeli Ave.

0112 Thilisi

Tel./Fax: +995 32 20 2222 / 2266
info@procreditbank.ge
www.procreditbank.ge

ProCredit Bank
Kosovo

Founded in January 2000

47 branches

69,601 loans / EUR 343.2 million in loans
296,825 deposit accounts / EUR 492.1 million
914 employees

“Mother Tereze” Boulevard No. 16
10 000 Prishtina

Tel./Fax: +381 38 555 777 / 776
info@procreditbank-kos.com
www.procreditbank-kos.com

ProCredit Bank

Founded in July 2003

Bul. Jane Sandanski 109a

Macedonia 34 branches 1000 Skopje
28,642 loans / EUR 105.3 million in loans Tel./Fax: +389 232199 00/ 01
117,247 deposit accounts / EUR 105.9 million info@procreditbank.com.mk
737 employees www.procreditbank.com.mk
ProCredit Founded in December 1999 65, Stefan cel Mare Ave.
Moldova 22 branches Off. 9oo; Chisinau

15,267 loans / EUR 25.0 million in loans
323 employees

Tel./Fax: +373 22 27 0707 / 3488
office@procredit.md
www.procredit.md

ProCredit Bank
Moldova

Founded in December 2007
Operational in February 2008
1 branch

41 employees

35, Eminescu St.

Chisinau

Tel./Fax: +373 22 271707 [ 204496
office@procreditbank.md
www.procreditbank.md

ProCredit Bank
Romania

Founded in May 2002

36 branches

39,687 loans / EUR 213.9 million in loans
106,804 deposit accounts / EUR 160.8 million
899 employees

Strada Buzesti, No. 62-64, Sector 1
011017 Bucharest

Tel./Fax: +40 21 2016000 / 305 5663
headoffice@procreditbank.ro
www.procreditbank.ro

ProCredit Bank
Serbia

Founded in April 2001

60 branches

101,999 loans / EUR 415.3 million in loans
434,183 deposit accounts / EUR 393.4 million
1,625 employees

Bulevar despota Stefana 68c
Belgrade

Tel./Fax: +381 11 20 77 906/ 905
info@procreditbank.rs
www.procreditbank.rs

ProCredit Bank
Ukraine

Founded in January 2001

61 branches

52,885 loans / EUR 264.9 million in loans
100,682 deposit accounts / EUR 150.1 million
1,803 employees

107a Peremogy Ave.

Kyiv 03115

Tel./Fax: +380 44 590 10 41 [ 01
info@procreditbank.com.ua
www.procreditbank.com.ua

* Thefiguresin this section have been compiled on the basis of the financial and operational reporting performed in accordance with group-
wide standards; they may differ from the figures reported in the bank’s local GAAP statements.
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Highlights in 2007

e At the end of the year, the bank was serving
more than 30,000 loan clients and nearly
70,000 retail clients. The loan portfolio stood
at EUR 214 million, and deposits totalled
EUR 160 million. Deposits grew at a faster
rate than loans, bringing the bank closer to its
goal of funding the entire loan portfolio
through domestic deposits.

e Fitch Ratings upgraded ProCredit Bank’s indi-
vidual rating from D/E to D, and it confirmed
the existing long-term foreign and local cur-
rency rating of BB+.

e The bank signed a five-year local currency
loan agreement with the International Finance
Corporation (IFC). The USD 15 million credit
is only the second local currency loan IFC has
offered on the Romanian market.

e ProCredit Bank opened six branches: one each
in the new cities of Ploiesti and Sibiu, an addi-
tional branch in lasi, and three more in Bucha-
rest. These additions brought the total num-
ber of ProCredit Bank Romania branches to 35.




HIGHLIGHTS TN 2007

. & =

(@méﬁdﬂ Bank

e The bank introduced the position of regional
managers in the organisational structure.
This step moved the bank towards decen-
tralised  decision-making, encouraging
branches to assume greater responsibility for
regional business development.

e ProCredit Bank launched its call centre and
introduced teller cash recyclers (TCRs). After
overcoming the initial technological chal-
lenges, our employees increased customer
satisfaction by providing more efficient ser-
vice.

e The bank added Maestro cards to its existing
range of card products, complementing the
Visa Electron and Visa Business cards already
being offered.

e ProCredit Bank celebrated its fifth anniver-
sary with a celebration for staff and custom-
ers. We took the opportunity to show our
appreciation to the clients who have grown
with us since our founding in 2002.
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Political and Economic Environment

Heavy investment and consumer spending have
driven performance in the Romanian economy in
recent years. Domestic and foreign investors re-
sponded positively to Romania’s accession to the
European Union and the expected improvements
in the policy framework. Consumers increased
spending, encouraged by higher incomes and
fewer credit constraints. Highly liquid global
financial markets poured in foreign capital. The
local market for financial intermediation devel-
oped rapidly, offering citizens many options
to obtain formal financial services. The results
of these developments can be seen in income
growth, poverty reduction, and a steep drop in
unemployment.

This rapid growth has placed excessive pressure
on the country’s fragile transition economy, and
in July 2007, it began to falter. The boom in con-
sumer spending, driven by large wage increases
and the extension of consumer credit, outpaced
domestic industrial production. This imbalance
resulted in a ballooning external deficit, reaching
unsustainable levels by mid-year. Foreign direct
investment (FDI), the primary stabilising factor for
Romanian New Lei (RON) exchange rates, turned
downward, causing Romania’s external debts
and risks to increase. High value-added exports
continued to do well, but total exports lagged
sharply behind imports. Growing labour costs
also began to wear down the country’s competi-
tive edge. The combination of these triggers led
to a re-evaluation of national growth prospects
and reduced access to investment funds.

Despite its economic turmoil, Romania achieved
growth of 6% in 2007, more than twice the rate of
the European Union. The manufacture of higher
value-added capital and intermediate goods
appeared to surpass the production of miner-
als, energy and basic consumer goods. Although
productivity grew by 9.9%, the increase in real
wages, at 25%, overshadowed these gains.

A considerable challenge for Romania will be to
match its high growth with the necessary regu-
latory measures. When the year-end inflation
rate reached 6.6%, well above the targeted 5%,
the National Bank of Romania sent a strong anti-
inflationary signal by increasing base rates.

Without corresponding budgetary adjustments
by the government, however, these measures
were insufficient. The lack of motivation on the
part of the government, along with economic fac-
tors, persuaded Standard and Poor’s to revise
Romania’s outlook from stable to negative.

Looking ahead to 2008, an election year, it is
doubtful whether politicians will take the neces-
sary steps to enact stable economic policies such
as complementing the National Bank of Roma-
nia’s monetary restrictions with fiscal restraint.
The sustainability of economic trends in Romania
faced serious threats in 2007, and investors will
be assessing risk more conservatively before
raising investment funds. As Romania becomes
more susceptible to external shocks, it must find
a way to moderate growth in a sustainable way.

Financial Sector Developments

Developments in Romania’s banking sector mir-
rored the development of the overall economy.
Investors questioned the sustainability of growth
trends in the sector, consisting of 41 banks at the
end of the year. Four international banks entered
the market, and 108 European Union banks noti-
fied the National Bank of Romania of their inten-
tion to serve the Romanian market based on the
common EU passport. Domestic banks increased
their networks to a total 5,500 branches (an in-
crease of 1,080 units), and the total number of
banking staff jumped from 58,000 to 65,600.
Banks located most of their new branches in cit-
ies, continuing to ignore rural areas.

Credit growth remained strong in 2007, with the
global tightening only moderately affecting
Romania. Banking assets increased by 45% to
EUR 69 billion. Total loans outstanding grew by
61%, led by growth in lending to private individu-
als, at 82%, followed by lending to legal entities,
which was up by 46%. As of December 31, 2007,
the share of loans to private individuals (EUR 19
million) in the total portfolio almost equalled the
share of loans to legal entities (EUR 22 million).

In the race to open branches and boost growth,
it appeared that many banks had become over-
stretched. The second half of the year saw banks
scaling back branch network expansion plans.
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Prices will rise as banks recognise the unsustain-
ability of very low nominal interest rates. Addi-
tionally, all market players had to contend with
the problem of finding qualified staff at these
high growth levels.

Risks in the banking sector have increased, such
as macroeconomicrisks (fluctuations in the lei ex-
change rate and the inflation rate), and portfolio
quality. Non-performing loan indicators rose last
year, but huge gains in volume may conceal the
actual condition of the portfolio. Foreign currency
loans create a high risk of over-indebtedness for
households with lei-denominated incomes, es-
pecially for those who do not fully understand the
implications of currency risk. Romania’s real es-
tate market faced a similar trend as in other coun-
tries, where credit was supported by excessively
high housing prices, and its prospects must be
reassessed. Deposit growth increased at a rate
of 35%, much slower than other balance sheet
items; some of the risks of relying on foreign
funds are higher costs and restricted funding.

Transparency in the sector appeared to decline.
Banks have used, and continue to use, question-
able methods of attracting credit clients, includ-
ing teaser rates, “zero-interest” loans, hidden in-
terest costs, and loans denominated in “exotic”
foreign currencies.

To keep profits from declining, many banks are
expected to exploit all opportunities to increase

income. For example, foreign “parent” banks are
not subject to the high capital reserve require-
ments; this loophole increases direct lending
without guaranteeing proper provisions. Selling
loan portfolios on the domestic or international
market is another strategy to avoid high reserve
requirements. However, with the full implemen-
tation of the Basel Il framework, banks can anti-
cipate lower costs and reserve requirements.

Lending Performance

Since its founding in 2002, ProCredit Bank has
operated asaresponsible neighbourhood bankin
allareas of its lending business. The bank focuses
in its lending on small and very small enterprises
located close to its branches. Such enterprises
create growth, providing jobs and improving in-
come distribution. In 2003 we introduced agri-
cultural lending, bringing financial services to
rural entrepreneurs. ProCredit Bank has always
taken very seriously its responsibility to prevent
clients from becoming over-indebted, and for
that reason lends primarily to support business
growth. ProCredit Bank is not taking part in the
current consumer lending “boom”; less than 2%
of our outstanding portfolio consists of consumer
loans, amounting to EUR 3.5 million.

At year-end, the bank was providing credit ser-
vices to more than 30,000 Romanian businesses.
Working with ProCredit Bank Romania was the

Loan Portfolio Development
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first experience with a formal financial institution
for many of these entrepreneurs. The majority of
our clients have grown with the bank, but on av-
erage their outstanding debt still comes to less
than EUR 5,400. This is a small figure compared
to loan amounts in other EU nations, but for many
Romanians it is sufficient to secure the future of
their businesses.

The outstanding loan portfolio increased by
36% this year in total volume, reaching EUR 214
million. We disbursed 26,000 loans, totalling
EUR 178.5 million. As a responsible lender, we
wanttominimise currencyriskforourclients; 98%
of all loans disbursed were denominated in lei.

Continuing the trend from 2006, agricultural,
small and very small business loans were dynamic
categories within the portfolio. For loans up to
EUR 50,000, we changed the product design by
simplifying collateral requirements and loan
procedures, and introducing flexible documen-
tation requirements. The bank focused strongly
on improving results in agricultural lending. We
increased the number of specialised agricultural
loanofficers,expandedthegeographicaloutreach
of our operations, and improved product design.
The “Special Feature” report on agricultural lend-
ing illustrates the positive results in more detail.

Loan portfolio quality remained high through-
out the year. Portfolio at Risk (PAR, i.e. loans in
arrears by more than 30 days) came to 1.29% of

MANAGEMENT BUSINESS REVIEW

the total portfolio, and loan-loss provisions, at
2.5% of the total portfolio, covered our risks by a
comfortable margin. We relied on our well trained
loan officers to analyse prospective borrowers
carefully and to identify problems at an early
stage to facilitate the management of arrears.
Reorganisation of our credit control and arrears
management operations helped us maintain a
high quality portfolio as we continued to grow.

The outlook for lending is quite favourable. Al-
though staffing will continue to be a challenge
in 2008 as we increase our branch network, we
are confident that we can find and train qualified
staff. Agricultural lending will remain a priority;
we plan to expand our branch network in rural ar-
eas, deploy additional specialised loan officers,
and launch co-operative projects with certain
providers of agricultural inputs.

Business Loan Portfolio — Breakdown by Maturity
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Customer Deposits

Volume (in EUR million)
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Other Banking Services

As a neighbourhood bank, ProCredit Bank Roma-
nia aims to provide clients with a range of servic-
es in addition to loans. Growth in other banking
services (i.e. deposits, savings accounts, trans-
fers) outpaced growth in client numbers in 2007,
indicating that customers use their accounts for
avariety of services. In 2007 the number of retail
banking clients increased by more than 50% to
70,000, and by year-end they were using more
than 133,000 accounts. Customer deposits grew
by 40% to EUR 160 million, compared to 35%
growth in the overall deposit market. This rise
underscores the success of ProCredit’s efforts to
promote savings despite broad trends towards
increased spending on consumer goods.

Our efforts to attract deposits involved direct
contact with our potential clients through com-
munity-oriented activities. Some of these activi-
ties were clearly business-oriented, such as face-
to-face promotions, whereas others had broader
educational or social goals. These events, organ-
ised by branches, gave ProCredit employees the
opportunity to personally inform clients about
the benefits of banking services. Knowing our
clients and their requirements allows us to offer
products that truly benefit our clients. The per-
sonal contact between the bank and its clients
is a mutually beneficial relationship; we receive
funding from a diverse base of loyal clients, and

our clients gain access to useful financial ser-
vices from a trusted institution.

We increased the interest rate on our standard
savings account to encourage regular saving
among all segments of the population. This of-
fered a more flexible product to clients who could
not use term deposit accounts. We eliminated re-
strictions on accessing funds in accounts and all
fees and penalties, giving clients the opportunity
to withdraw their money whenever necessary.
Despite this flexibility, we encouraged clients
to view their savings account as a “safe-deposit
box” that is to be opened only in an emergency.
Our efforts paid off, and the volume of funds
held in savings accounts increased by 87%,
reaching EUR 18.6 million. The majority of our
deposits were for amounts less than EUR 1,000.
These figures highlight our success in attracting
small savers and reaching our business targets.

The Payments Centre established in 2006 con-
tinued to provide efficient service for process-
ing payments and money transfers. In 2007,
ProCredit transferred nearly one billion euros, a
40% increase from 2006. The volume of currency
exchange operations grew by 70% to EUR 120
million.

ProCredit Bank Romania constantly seeks ways
to improve its services and to reach more clients.
To facilitate these improvements, the bank set
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up a Call Centre, which provides information and
receives feedback from existing and future cli-
ents. We expanded our range of card products
with the introduction of the Maestro card; Visa
Electron and Visa Business cards have been of-
fered since 2005. Furthertechnological advances
included the launch ofteller cash recyclers (TCRs),
which automate cash deposit and withdrawal
operations. In 2008 the bank plans to double
the size of its ATM network, implement Internet
banking, expand the use of TCRs, and begin card
acquisition activities for point-of-sale terminals.
These services will increase efficiency and allow
our employees to concentrate on building strong
relationships between clients and the bank.

Financial Results

ProCredit Bank posted solid financial results in
2007, despite a highly challenging and competi-
tive business environment. Total assets grew by
29%, with an increase in the loan portfolio of
36%. Deposits from local savers increased at a
faster rate than loans, growing by 40%. The large
deposit base reduced the bank’s dependence on
foreign funding, which had become more difficult
to obtain.

The international financial institutions that
helped build ProCredit Bank Romania continued
to play an important role in our development. But
their contribution to the bank’s funding rose by
only 4%, to EUR 64 million, underscoringthe grow-
ing reliance on funds mobilised from local depos-
its. Our shareholder structure changed slightly
this year, as Deutsche Investitions- und Entwick-
lungsgesellschaft (DEG) transferred 100% of its
shares to Kreditanstalt fiir Wiederaufbau (KfW).
ProCredit Holding agreed to acquire all of the
shares of KfW and International Finance Corpo-
ration (IFC), increasing its holding to 57.49%.
A significant source of funding included a local
currency loan from IFC equalling EUR 15 million,
the first local currency loan for ProCredit Bank
and only the second issued by IFC in Romania.

Net profit equalled EUR 0.95 million. Interest
income contributed 88% of total income. Non-
interest income rose 63% compared with 2006.
Although its share of total income increased, at
EUR 5 million, non-interest income made a rela-

tively small contribution to the bank’s profit. A
rise in staff and administrative expenses caused
operating expenses to increase by 46%. At the
same time, operating income grew by 39.2%
to EUR 25.9 million. The cost-income ratio was
91.0%, compared with 85.2% in 2006.

ProCredit Romania maintained a sufficient capi-
tal adequacy ratio throughout 2007; at the end of
the year it stood at 12%.

Outlook

The growing uncertainty that surrounded the de-
velopment of the Romanian economy will contin-
ue in 2008. Investors must pay attention to rising
inflation rates, the current account deficit, and
fluctuationsinthe exchange rate. Despite slightly
lowered expectations, projected growth rates
remain well above the EU average. A combina-
tion of foreign investments and structural funds
from the EU will bolster large segments of the
economy. These funds will strongly impact the
agricultural sector, which expects solid growth,
assuming favourable weather conditions.

Economic conditions worldwide will affect Roma-
nia’s financial sector in 2008. The global credit
crunch and the possible downgrade of Romania’s
country risk rating may raise the cost of foreign
funds. We can expect banks to reduce their rate of
branch network expansion, partly due to continu-
ing high rates of staff turnover. A tighter labour
market will mean higher labour costs, despite
the proposed easing of payroll taxes. The rapid
growthin 2007 drove banks to hire large numbers
of employees without implementing proper train-
ing programmes. Despite this lack of training and
low productivity, salary increases will continue,
restricting profitability in the banking sector.

The long-term effect of allowing foreign banks to
serve the Romanian market remains to be seen.
Competition between international and local
banks will lead to increased disbursement of con-
sumer and housing loans as an easy way to in-
crease market share. A lack of local expertise will
likely prevent foreign banks from moving into small
and medium-sized enterprise lending; it is prob-
able that even local banks will fall short of their
expectations in terms of penetrating this market.



ProCredit Bank is well positioned for expansion
in the competitive Romanian banking market. Our
experience in working closely with clients allows
us to better understand their requirements and
provide straight-forward and useful products.
Continued implementation of the neighbour-
hood banking concept will enhance our ability to
attract funds from local depositors. Branch net-
work expansion will increase access to regional
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markets and support agricultural lending. Inter-
nally, we will significantly increase training ef-
forts for new and existing staff to provide the best
possible customer service to our rapidly growing
client base. The commitment of our employees to
ProCredit’s values makes us confident that we
can master the challenges we face and continue
to work towards our business targets and devel-
opment goals.
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Special Feature

Agricultural Lending

It was a good day for Radoi Constantin, a small
farmerin the Ramnicu Valcearegion. He had been
trying for some time to buy additional cows for
his small herd but couldn’t come up with the nec-
essary funds. A few days earlier, however, he had
met a ProCredit loan officer who was interested
in his business plans. Further inquiries led to a
detailed discussion about his dairy farm. On the
same day, Mr. Constantin left a ProCredit branch
with 10,000 lei in his pocket and headed to the
livestock market to close a deal on some Holstein
COWS.

Mr. Constantin’s story, presented in greater de-
tail below in the “Our Clients” section, is typical
of many Romanians living in rural areas. These
regions have great untapped potential for banks,
but they need to be highly motivated, and very
committed to rural lending, in order to be suc-
cessfull in rural areas. ProCredit Bank entered
the agricultural lending market at an early stage;

this experience and its unique approach to lend-
ing make it one of the market leaders today.

Serving the agricultural sector in Romania is
not easy. The highly fragmented rural economy
includes many small family farms. It exists al-
most entirely within the informal economy, and,
like farming everywhere, depends on favourable
weather conditions, a healthy workforce, and
a little bit of luck. These factors are not easily
quantified on a loan analysis form, leaving room
for unpredictable risks. Legal uncertainties sur-
round the use of land as collateral, and state
subsidies and frequent policy changes have
often weakened the entrepreneurial spirit. Abank
wishing to do business in this sector must be able
to provide regular service to a client base spread
across hundreds of square kilometres. The reluc-
tance of most banks to cater to rural dwellers is
obvious, with only 28 of the 1,080 bank branches
opened in 2007 situated in rural areas. ProCredit



Bank’s approach is to extend its branch network
to smaller cities, and from there to use mobile of-
fices to serve the surrounding area. This method
is expensive, but we believe that the untapped
potential in this sector will outweigh these
costs.

Of the country’s total workforce, more than one-
third live in rural areas. The majority of these
people do not have access to a bank branch,
meaning they do not have bank accounts or ac-
cess to business loans. Although there are many
small farms, due to their low productivity they
contribute only 14% of GDP. Additional capital
could raise productivity dramatically, as in the
case of Radoi Constantin, causing output to dou-
ble or quadruple in a very short time.

ProCredit Bank launched its agricultural lending
activities fiveyearsagoin Timisoarawith two loan
officers and a co-ordinator, and the project devel-
oped rapidly. The introduction of “creditmobiles”
in 2006 increased the effective service radius of
rural branches to 100—150 kilometres. A credit-
mobile consists of a minivan, loaded with the
appropriate equipment and carrying specialised
loan officers who use it to visit villages according
to a fixed schedule. At the end of 2007, the bank
provided agricultural loans from 19 branches
staffed by more than 60 agricultural loan offi-
cers. They disbursed 7,800 loans totalling EUR 32
million. In 2007, one in three loans disbursed by
the bank went to an agricultural enterprise. Even
with difficult weather conditions, the quality of
the agricultural loan portfolio remained good. We
find that our clients understand the value of the
business relationship, and they make great ef-
forts to pay each instalment on time. We promote
our services with direct marketing activities,
but most information spreads by word of mouth.
When villagers see the new livestock, tractor or
harvester that their neighbours have purchased
with a ProCredit loan, they begin thinking about
what they could do if they got a loan.

We analyse each farmer’s current business and
investment plans carefully, determining whether
the projections are realistic. ProCredit loan offi-
cers have the proper training to conduct detailed
analysis and acquire the necessary informa-
tion to evaluate clients’ repayment capacity. We
understand that certain documents may not be

available, so we work with clients to verify their
information through informal means.

Once it has decided that a client is creditworthy,
the bank offers a flexible repayment schedule
adapted to the irregular income cycle of a farm.
We design products to be easily understood, and
loan officers offer explanations and assistance
as necessary. Finally, clients can trust that the
loan officer will protect their financial interests
by giving them complete product information and
costs; this includes not lending to clients who
risk becoming over-indebted. As we gain further
experience in this sector, our understanding of
the market and the risks involved increases, and
we refine our lending methodology accordingly.

This approach has proved successful in serving
the credit requirements of farmers, and we plan
furtherexpansion of ouragriculturallending oper-
ations. We intend to open more branches with a
rural focus and to increase the number of spe-
cialised agricultural loan officers. Ten of the 15
branches we plan to open in 2008 will disburse
agricultural loans. These new branches will pro-
vide the institutional and operational basis for
training new staff and managers in agricultural
lending, accelerating the establishment of fur-
ther branches and increasing the bank’s rural
outreach. Starting in 2008, ProCredit Bank plans
to co-operate with companies that supply equip-
ment, fertiliser, seed and other inputs to the
agricultural sector.




Risk Management

ProCredit Bank Romania aims to effectively iden-
tify, measure, aggregate and manage risk expo-
sure and to allocate appropriate capital to cover
theserisks. Risk managementis conducted at the
bank level and at the level of ProCredit Holding.

Central to our risk management strategy is our
simple and transparent business model, a thor-
ough understanding of our customers, a well-
trained staff, and a conservative approach to
financial risks. The ProCredit Code of Conduct en-
hances our risk management strategy by estab-
lishing a “risk awareness culture”, which encour-
ages employees to take personal responsibility
for recognising and reacting to risks.

In co-operation with the management of ProCredit
Bank Romania, ProCredit Holding has developed
specific principles for risk management and
“best practice” recommendations. The Board of
Administrators approves and reviews the bank’s
risk profile on an annual basis. ProCredit Bank’s
management is responsible forimplementing the
risk strategy and for setting up the requisite risk
committees. The Risk Management Committee
consists of top managers who address all mate-
rial risks from a strategic perspective. The bank
also maintains an Asset and Liability Committee,
a Credit Risk Committee and an Operational Risk
Committee. These committees meet regularly
and on an ad hoc basis when necessary.

The Risk Management Department develops and
implements risk management at an operational
level. It monitors all relevant risks and risky po-
sitions, analysing quantitative and qualitative
aspects, to ensure that the total amount of risk
incurred does not exceed the bank’s risk-bear-
ing capacity. ProCredit Bank does not engage in
speculative trading, aims for closed currency po-
sitions, and limits interest rate risk. The bank’s In-
ternal Audit Department evaluates and assesses
possible risks in all processes and areas of oper-
ations, including branches. These audits identify
the potiential for fraud and minimise such risks
through immediate notification of management.

The bank’s risk position is set forth in a risk re-
port prepared on a quarterly basis. This report is
provided to, and discussed with, ProCredit Bank’s

management, the Board of Administrators, and
the Group Risk Management Department of
ProCredit Holding.

Credit Risk

Managing credit risk is a central requirement of
our risk management. The design of our lend-
ing process minimises risk associated with indi-
vidual loans. Our thorough credit analysis exam-
ines each client’s cash flow, in addition to his or
her assets. Credit committees ensure proper as-
sessment of loan applications by experienced
personnel. Loan officers bear responsibility for
ensuring their clients’ adherence to the agreed
repayment plans, creating a strong incentive to
closely monitor all loans. Monthly repayment
plans ensure prompt identification of potential
defaults. On the first day of a missed payment,
loan officers follow up with clients to emphasise
the importance of meeting all payment obliga-
tions on time.

Due to the nature of our business, the bank bene-
fits from excellent portfolio diversification. The
portfolio at risk (PAR, defined as loans overdue
by more than 30 days) equalled 1.29% of the total
portfolio, well below the industry average. The
bank did not write off any loans in 2007, and re-
covered EUR 396,611 during the year from loans
previously written off.

Market Risk

Currency Risk

ProCredit Bank conducts operations in local cur-
rency and foreign currencies, particularly the
euro. The bank monitors its currency exposure on
a daily basis and closes its positions within pre-
defined limits. It does not use derivative instru-
ments for hedging purposes. By disbursing 98%
of our loans in local currency, we avoid foreign
exchange risks and minimise the currency mis-
match between assets and liabilities.

Interest Rate Risk

We aim to ensure that the bank’s balance sheet
remains balanced across all maturities. Interest
rate risk is managed mainly using maturity gap
and duration analysis. At the end of 2007, the



one-year repricing assets equalled 146% of the
one-year repricing liabilities.

Financing Risk

ProCredit Bank divides its financing risk into two

categories:

e Liquidity risk — the risk that the bank will have
insufficient liquidity available in the short
term, and

e Funding risk — the risk that the bank will have
insufficient equity and funding to finance
continued growth.

Liquidity Risk

Proper liquidity monitoring is vital as we increas-
ingly depend on a diversified deposit portfolio to
finance our lending business. The bank closely
monitors its liquidity position on a daily basis in
line with ProCredit’s best practices. Liquid assets
were equivalentto 24% of total liabilities and cov-
ered a comfortable 39% of customer deposits.

Funding Risk

The ProCredit business strategy aims to fund
growth primarily through customer deposits. At
the end of 2007, customer deposits funded 75%
of the loan portfolio (year-end 2006: 74%). These
accounts, the majority of which are held by loyal,
small savings clients, provided a stable source of
regular funding. The bank further diversified its
funding sources by issuing local currency bonds,
obtaining syndicated loans, and working with a
larger number of lenders. The strong commitment
on the part of the shareholders has also ensured
sufficient funding with capitalinjections and sub-
ordinateddebttosupportthebank’sgrowthplans.

Compliance Risk, Reputation Risk
and Legal Risk

The bank recently established a Compliance
Department to support the Asset and Liability
Committee. This department monitors compli-
ance with the covenants in the bank’s funding
agreements on a monthly basis.

Our reputation remains central to our success in
mobilising deposits and raising funds in the capi-
tal market. Lenders recognise our commitment

to transparent and responsible banking proce-
dures. The Fitch rating agency acknowledged our
prudent risk management by upgrading our indi-
vidual rating from D/E to D.

ProCredit Holding’s legal staff supports the
bank’s legal department. No significant legal
proceedings were pending as of the year’s end.

Operational Risk

ProCredit Bank maintains a loss event database
and an Operational Risk Committee, which is re-
sponsible for actively monitoring and controlling
operational risk. With the increase in the size of
staff in 2007, this committee placed a special
emphasis on informing new employees about the
sources of operational risk and how to address
them. Other functions of the committee include
the development and maintenance of proper pro-
cedures, the creation of disaster recovery plans,
and the implementation of information security
policies.
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Branch Network

ProCredit Bank plans to continue its ambitious
branch network expansion in the coming years.
In 2007, the bank opened six branches: three
in Bucharest (Obregia, Colentina and Tei), and
three outside the capital, in lasi, Sibiu and Ploi-
esti. These additions brought the total number of
branches to 35. We expect to open 15 branches
in 2008, and to have a total of 111 branches
within the next five years. This extensive net-
work will help us achieve our goal of being able
to serve all urban and rural areas of the coun-
try. Implementation of this large-scale expan-
sion plan poses many managerial, financial and
human resource challenges.

The priority during this period of expansion will

be to find and train capable managers and em-
ployees to operate the branches. Our strategy is

Baia Mare

Ramiicu Valcea =

‘

to build upon the solid foundation in our existing
branches;throughinternalrecruitmentmeasures,
we will seek to promote staff members who fully
identify with the ProCredit corporate culture, are
committed to our values, and demonstrate strong
management and leadership capabilities.

In 2007, we created a new position in the bank’s
organisational structure: regional managers.
This crucial step will allow us to efficiently man-
age regional branch expansion. Our four regional
managers are responsible for coaching branch
managers in their respective regions, and identi-
fying, training, and promoting high-potential em-
ployees. They also assist in the establishment
of new branches by choosing the location and
supervising the set-up and launch process.
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ORGANISATION, STAFF AND STAFF DEVELOPMENT

Organisation, Staff and Staff Development

In order to meet its goals and ensure that it re-
mains true to its values, ProCredit Bank must be
sure that the right people are envolved in its busi-
ness. We rely on these employees and their com-
mitment to our business philosophy to provide
responsible banking services to ordinary people
and, by so doing, to contribute to the develop-
ment of the Romanian economy.

We recognise the importance of having a moti-
vated staff. Our corporate culture aims to inspire
employees by highlighting the positive role we
play in the local economy and by offering oppor-
tunities for professional development. Still, 2007
presented us with a major challenge in the form
of high staff turnover. Unemployment in Roma-
nia fell to an historic low, and rapid growth in the
bankingsectorforcedall banksto contend within-
creased turnover rates. Almost one quarter of our
staff left the bank during the course of the year.

In the face of a diminishing labour pool and the
deliberate poaching of strong staff, ProCredit
Bank took direct action. We implemented a four-
pronged human resource strategy based on the
following points: fair and transparent hiring and
promotion practices, a pleasant working environ-
ment characterised by a culture of open commu-
nication, staff development through extensive
training, and a fair level of remuneration. We
looked for staff who closely identified with the
ProCredit philosophy and who recognised the val-
ue of an open and friendly working environment.

The training department provided more than
14,000 person-days of training to entry- and mid-
level employees. Total training costs approached
EUR 500,000. Middle managers attended spe-
cific courses consisting of two-weeks of instruc-
tion focusing on topics such as communication

skills, corporate values, and staff and business
management. This programme fostered stronger
links between ProCredit Bank Romania’s head of-
fice in Bucharest and the 35 branches through-
out the country, a vital contribution to the main-
tenance of optimal communication channels in a
growing institution.

Alongside staff recruitment and training, we
closely examined internal promotion procedures.
Our new regional managers were drawn from
among the bank’s most experienced personnel;
in their new role as coaches, we expect them to
lead professional development activities for cur-
rent and future middle managers. As participants
in the course at the ProCredit Academy in Fiirth,
Germany, our regional managers are building
valuable management skills, which ensure imple-
mentation of the bank’s human resource strategy
across the group. In addition to these four re-
gional managers, we have five middle managers
attending the long-term training programme in
Germany and ten attending the ProCredit Region-
al Academy in Skopje, Macedonia. The ProCredit
Language Centre began operations in June, pro-
viding English training at an intergroup level.
These training facilities promote an exchange
of ideas and experiences among the ProCredit
group’s 22 member institutions, while promoting
thinking skills on the part of the students and de-
veloping their interpersonal skills.

Having a strong foundation consisting of loyal
employeesiis critical to ProCredit Bank Romania’s
continued success. The investments made in
2007 for training will pay off in the coming years,
as we seek to continuously improve the quality of
our service and to implement our regional expan-
sion plans.




BUSINESS ETHICS AND ENVIRONMENTAL STANDARDS

Business Ethics and Environmental Standards

Part of the overall mission of the ProCredit group
is to set standards in the financial sectors in
which we operate. We want to make a difference
not only in terms of the target groups we serve
and the quality of the financial services we pro-
vide, but also with regard to business ethics. Our
strong corporate values play a key role in this
respect. We have established six essential prin-
ciples which guide the operations of ProCredit
institutions:

® Transparency: We adhere to the principle of
providing transparent information both to our
customers and the general public and to our
employees, and our conduct is straightfor-
ward and open;

® Aculture of open communication: We are open,
fair and constructive in our communication
with each other, and deal with conflicts at
work in a professional manner, working
together to find solutions;

® Social responsibility and tolerance: We give
our clients sound advice; their economic and
financial situation, their potential and their
capacities are assessed so thatthey can bene-
fit from appropriate “products”; promoting a
culture of savings is important to us; we are
committed to treating all customers and em-
ployees respectfully and fairly, regardless of
their origin, colour, language, gender or reli-
gious or political beliefs;

® Service orientation: Every client is served in
a friendly, competent and courteous manner.
Our employees are committed to providing
excellent service to all customers, regardless
of their background or the size of their busi-
ness;

® High professional standards: Every employee
takes responsibility for the quality of his/her
work and strives to do his/herjob even better;

® A high degree of personal commitment: This
goes hand-in-hand with personal integrity
and honesty - traits which are required of all
employees in all ProCredit institutions.

These ProCredit values represent the backbone
of our corporate culture and are discussed and
actively applied in our day-to-day operations.
Moreover, they are reflected in the Code of Con-
duct, which transforms the ProCredit group’s
ethical principles into practical guidelines for all
ProCredit staff. To make sure that new staff fully

understand all of the principles that have been
defined, the induction training for new employees
includes dedicated sessions dealing exclusively
with the Code of Conduct and its significance
for all members of our team. And to ensure that
employees remain committed to our high ethical
standards and are made aware of new issues and
developments which have an ethical dimension
for our institution, refresher training sessions
— at which case studies are presented and grey
areas discussed — are regularly conducted for
existing staff.

Another aspect of ensuring that our institution
adheres to the highest ethical standards is our
consistent application of international best-
practice methods and procedures to protect our-
selves from being used as a vehicle for money
laundering or other illegal activities such as the
financing of terrorist activities. The important
focus here is to “know your customer”, and, in
line with this principle, to carry out sound report-
ing and comply with the applicable regulations.

We also set standards regarding the impact
of our lending operations on the environment.
ProCredit Bank Romania has implemented an en-
vironmental management system

based on continuous assessment of

the loan portfolio according to en-

vironmental criteria, an in-depth
analysis of all economic acti-
vities which potentially involve
environmental risks, and the re-
jection of loan applications from
enterprises engaged in activi-
ties which are deemed environ-
mentally hazardous and appear
on our institution’s exclusion
list. By incorporating environ-
mental issues into the loan
approval process, ProCredit
Bank Romania is also able
to raise its clients’ overall level of
environmental awareness. We ensure that when
loan applications are evaluated, compliance with
ethical business practices is a key consideration.
No loans are issued to enterprises or individu-
als if it is suspected that they are making use of
unsafe or morally objectionable forms of labour,
in particular child labour.
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Our Clients
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George Duduman’s hopes of retiring after a suc-
cessful 4o-year career as an accountant never
really came true. To this day, his many friends
continue to request his help in dealing with
Romania’s complex accounting rules. Although
he is officially retired, he stays actively involved
in business issues.

Mr. Duduman says he always understood the val-
ue of saving, but could never compel himself to
save regularly. Although his personal experience
with multiple bank failures in the 1990s might
have discouraged him from entrusting his money
to a bank, he insists that a lack of trust in banks
was not the problem. Rather, none of the banks
he had previously dealt with ever encouraged
him to save. His attitude changed when he met
ProCredit employees handing out leaflets regard-
ing deposits near hishome in Suceava. They were
polite and professional as they informed him of
the benefits of saving, and he took one of the
leaflets, which he found interesting. This meet-
ing convinced him to visit the new branch that
had recently opened in the city centre.

“I liked the staff’s promptness and politeness.
They took the time to explain every detail
about making a deposit, and | really appreciated
that. It also sounded quite simple, and given
the way they described the benefits of saving,
anyone would understand the need to start
setting money aside”,

says Mr. Duduman.

Asapersonwith experienceinthefinancialworld,
Mr. Duduman appreciates the fact that ProCredit
Bank has respected international institutions
as shareholders. He notes with approval that
the bank focuses on long-term stability rather
than short-term returns. Another bonus in Mr.
Duduman’s opinionis the location of the ProCredit
group’s head office. He explains that he “likes
the quality of things ‘made in Germany’”.

Mr. Duduman says that his experience with
ProCredit Bank has shown him the wisdom of sav-
ingregularly. Heclearlyvaluesthe help of the staff,
who have explained other useful services offered
by the bank. Since opening his savings account,
Mr. Duduman has used ProCredit Bank Romania
for many of his banking requirements, and is now
in the process of setting up a pension account.



RadoiiConstantin,
Dairy Farmer

A brief encounter in 2006 with several ProCredit
loan officers changed the direction of Radoi Con-
stantin’s life. A veterinarian by profession, Mr.
Constantin owned several cows and was running
a very small dairy operation. The loan officers
had visited his village to talk to local farmers and
entrepreneurs about credit products. Interested,
he told them about his plan to buy additional
cows. The attention they paid to the details of
his business surprised him, but at the end of the
conversation came good news. Mr. Constantin
was eligible to receive a loan for EUR 3,000. Their
careful analysis had determined that this was the
right amount to enable him to buy more cows and
repay the loan without difficulty.

“l was surprised at how fast and uncomplicated
the process was. | did not have to figure
out how to fill out any forms — they helped me
with everything”,
he says.

OUR CLIENTS

Within two days, Mr. Constantin received the
loan. The whole experience made him feel good
about the bank, which, in his view, is unique in its
approach to rural clients:

“ProCredit was the only bank that came
to visit our village and that actually offered loans
to farmers like me. In fact, it is still the only
bank doing so”,
says Mr. Constantin.

His dairy farming business grew rapidly after he
receivedtheloan, and his milk output quadrupled.
With growth came higher expenses, and a year
later Mr. Constantin took out a second loan from
ProCredit. This loan paid for a new tractor, which
he used to increase cultivation of his 18 hectares
of land. He uses most of the grain he produces as
fodder for his animals.

Today, he has seven cows and employs a farm-
hand. Having repaid two loans on time, Mr. Con-
stantin will be able to continue to rely on financ-
ing support from ProCredit Bank. In the future, he
plans to apply for a third loan to increase his herd
to 20 animals. He is also considering diversifying
his operations to include meat production.

Mr. Constantin says that his only regret is that he
didn’t discover ProCredit Bank sooner. The rela-
tionship with the bank has greatly improved life
for his family, and the success ot his dairy farm
gives him a confident feeling that things will con-
tinue to get better.

33




34

ANNUAL REPORT 2007

Teodor Boteanu’s passion is flowers, so it comes
as no surprise that he has spent the last 30 years
working as a horticultural engineer. Today, he and
his seven-person team manage six greenhouses,
the largest and most modern in the region. His
engineering background shows in his choice of
sophisticated watering and heating systems for
his greenhouses. Also an astute businessman,
Mr. Boteanu explains that these systems have
helped him save substantially on energy and
labour costs. As his business grew, he needed to
develop efficient processes to facilitate growth
with limited resources.

Mr. Boteanu sells his output to florists across the
country. For a long time, he had wanted to open
his own florist’s shop in the centre of town. He
needed financing, but because he had not had
any experience with banks, he doubted his abil-
ity to obtain a loan. His thoughts changed after
talking to a ProCredit loan officer who was pro-
moting the bank’s services to businesses in his
neighbourhood.

“Before finding out about ProCredit Bank
I had always financed the business myself, and
a lack of capital was always a serious constraint.
But now that | have become a customer of
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your bank, things have taken a favourable turn.
The loan fit my requirements perfectly”,
he says.

Mr. Boteanu is impressed by the professionalism
and competence of the ProCredit staff. He also
likes their polite, friendly manner:

“Your bank is not like the others. The loan officer
helped me a lot with the loan application.
I also really like the fact that as soon as | walk in
the door, someone comes up and asks me
how things are going.”

With the loan from ProCredit Bank, Mr. Boteanu
bought a flower shop in the commercial area of
Ramnicu Valcea and built a special storage room
next to it. The storage facility gives him a key
competitive advantage, as his flowers stay fresh
much longer than would otherwise be possible.
Mr. Boteanu believes he would not have been able
to develop his retail business so quickly without
the loan from ProCredit. His wants to continue
expanding his wholesale business and is already
planning to apply for a second loan to build an ad-
ditional greenhouse and a larger storage facility.



.-Atena Cosma,
..Manufacturer of}
[ Women’s Clothing

Atena Cosma was an entrepreneur long before
the collapse of the communist regime in Roma-
nia. She gained experience as a seamstress at a
state-owned company and began making clothes
at home. By 1989, the growth of her home busi-
ness convinced her to quit her state job to focus
on developing her enterprise. She rented prem-
ises in Ramnicu Valcea, the town in which she
lives, and with some difficulty, convinced four of
her co-workers to join her, leaving the perceived
security of their state jobs.

It turned out to be a good decision for everyone.
In 1992, Ms. Cosma bought a building in the
same town to open her workshop. By 2006, she
employed 35 women who were creating more
than 100 intricate pieces of women’s clothing
every day. She used bank loans to expand the
business, but complained about the complexity
of dealing with banks and the challenge of high
interest rates for her small company.

In 2007, Ms. Cosma applied for a EUR 55,000
investment loan from ProCredit Bank. In contrast
to her previous experience with banks, the evalu-
ation processwas quick and efficient. It especially
impressed her that she only had to visit the bank
once — to receive the funds after the approval of
the loan. The loan officer had come to the factory

for the analysis and a few required documents,
took them back to the bank, and within a few days
he invited herto come in to sign the contracts and
receive the loan.

“l was really pleasantly surprised by how easy
ProCredit made the entire process.

It helped a lot that the bank came to me, because
I could not really afford to spend time away
from the business”,

says Ms. Cosma.

With her ProCredit loan she bought new sewing
machines and a thermal press, which is used to
make winter clothing by joining several layers of
fabric.

“I’m especially happy about the new thermal
press. It does in two hours what the old machine
took eight to do”,

she says.

The investments Ms. Cosma financed with the
loan from ProCredit Bank have clearly paid off.
Less than one year after obtaining the loan, she
has 20 more people working at the factory and
has doubled her output. Ms. Cosma is very opti-
mistic about the future of her business.
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Financial Statements

For the year ended 31 December 2007.
Prepared in accordance with International Financial Reporting Standards.

KPMG Romania SRL Tek
| - Victoria Business Park
IR ._.'*. -'f_- =T DN1, Soseaua Bucuresti-Pioiesti nr. 68-71 Fax:

Sector 1

P.O. Box 18-191
Bucharest 013685
Romania

Independent Auditors’ Report

The Sharcholders’
ProCredit Bank SA

Report on the Financial Statements

1 We have audited the accompanying financial statements of ProCredit Bank SA (*“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.

2 This report is made solely to the Bank’s shareholders, as a body. Our audit work has been
undertaken so that we might state to the Bank’s shareholders those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Bank and the Bank’s
shareholders as a body, for our audit work, for this report, or for the opinions we have formed.

Management's Responsibility for the Financial Statements

3 Management is responsible for the preparation and fair presentation of these financial
statements, which have been presented together to report the financial position, results of
operations, and changes in cash flows for the Bank in accordance with International Financial
Reporting Standards. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of the financial statements that
are free from material misstatements, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the

circumstances.

Auditors’ Responsibility

4 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 relevant ethical requirements and plan and perform the
audit o obtain reasonable assurance whether the financial statements are free of material

misstatement.

5 An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our 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, we consider 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 principles used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall presentation of

the financial statements.
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pepa

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

Opinion

7 In our opinion, the financial statements presents fairly the financial position of the Bank as at
31 December 2007, and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards.

Emphasis of Maiter

8 Without qualifying our opinion, we draw attention to the fact that, as described in the Note
3.h.vii to the financial statements, because of the inherent limitations related to the historical
experience in obtaining local information for individually impaired loans, incurred loss
information and complexity of methodologies applied, the loan impairment estimate as
described above may differ significantly from the value that would have been obtained had the
Bank obtained sufficient local historical experience on obtaining reliable information on
incurred losses, timing and amounts of the expected future cash flows.

KIMG

KPMG Romania S.R.L.
Bucharest, Romania
15 April 2008



Income Statement
For the year ended 31 December 2007

Notes 2007 2006
in EUR
Interest income 37,773,886 25,594,949
Interest expense (16,663,216) (9,892,848)
Net interest income 8 21,110,670 15,702,101
Fee and commission income 4,294,670 2,655,043
Fee and commission expense (453,274) (325,653)
Net fee and commission income 9 3,841,396 2,329,390
Net trading income 10 897,896 529,889
Other operating income 77,800 65,067
Operating income 25,927,762 18,626,447
Net impairment loss on financial assets 11 (2,150,204) (1,144,590)
Personnel expenses 13 (10,093,776) (7,027,641)
Operating lease expenses (2,834,154) (1,941,331)
Depreciation and amortisation (2,750,631) (1,622,073)
Other operating expenses 12 (6,968,481) (5,272,547)
Operating expenses (24,797,246) (17,008,182)
Profit before income tax 1,130,516 1,618,265
Income tax expense 14 (183,990) (117,690)
Profit for the year 946,526 1,500,575

The financial statements were approved by the Board of Administrators on 15 April 2008 and were signed on its behalf by:

st (Hecd

Michael Kowalski Daniela Enache
General Manager Head of Accounting

The income statement is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 42 to 65.



Balance Sheet
As at 31 December 2007

Notes 2007 2006
in EUR
Assets
Cash and balances with National Bank of Romania 15 62,868,569 50,793,413
Loans and advances to banks 16 1,770,076 4,549,291
Loans and advances to customers 18 208,513,019 154,002,282
Investment securities, available-for-sale 17 104,232 7,295
Property and equipment 20 6,659,977 7,023,014
Intangible assets 19 664,839 911,659
Other assets 21 854,129 1,011,995
Total assets 281,434,841 218,298,949
Liabilities
Deposits from banks 22 15,293,448 1,434,446
Deposits from customers 23 160,751,964 116,857,729
Loans from banks and other financial institutions 24 64,206,193 61,778,502
Debt securities issued 25 11,444,659 12,161,821
Subordinated liabilities 27 8,931,091 5,116,908
Deferred tax liabilities 14 267,254 103,739
Other liabilities 26 1,390,075 1,335,776
Total liabilities 262,284,684 198,788,921
Equity
Share capital 28 18,877,664 20,153,219
Reserves 29 1,868,564 1,922,005
Accumulated deficit (1,524,517) (2,629,135)
Translation reserve 3.a (71,554) 63,939
Total equity 19,150,157 19,510,028
Total liabilities and equity 281,434,841 218,298,949

The financial statements were approved by the Board of Administrators on 15 April 2008 and were signed on its behalf by:

Michael Kowalski Daniela Enache
General Manager Head of Accounting

The balance sheet is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 42 to 65.



Statement of Changes in Equity

For the year ended 31 December 2007

Share Reserves  Accumulated Translation Equity
in EUR capital deficit reserve
Balance at 1 January 2006 14,699,992 873,210 (2,891,116) (12,447) 12,669,639
Increase of share capital 4,169,146 - - - 4,169,146
Profit for the year - - 1,500,575 - 1,500,575
Transfer to reserves - 974,140 (974,140) - -
Effect of translation* 1,284,081 74,655 (264,454) 76,386 1,170,668
Balance at 31 December 2006 20,153,219 1,922,005 (2,629,135) 63,939 19,510,028
Profit for the year - - 946,526 - 946,526
Transfer to reserves - 70,664 (70,664) - -
Effect of translation* (1,275,555) (124,105) 228,756 (135,493) (1,306,397)
Balance at 31 December 2007 18,877,664 1,868,564 (1,524,517) (71,554) 19,150,157

*see note 3.a

The statement of changes in shareholders’ equity is to be read in conjunction with the notes to and forming part of the financial statements
set out on pages 42 to 65.



Cash Flow Statement

For the year ended 31 December 2007

Notes 2007 2006
in EUR
Cash flows from operating activities
Profit after income tax 946,526 1,500,575
Adjustments for:
Depreciation and amortisation 2,750,631 1,622,072
Impairment on investment in subsidiaries 11 1,955 19,712
Impairment on loans and advances to customers 11 2,544,860 1,061,617
Loans written-off 11 - 502,438
Gain on disposal of property and equipment - (370)
Accrued interest, deferred commission on debt securities 25 295,692 259,523
Deferred tax expense / (income) 14 183,990 117,690
Dividend income (2,382) (1,541)
Exchange rate differences (2,051,149) 793,524
Operating profit before changes in operating assets and liabilities 4,670,123 5,875,240
Change in minimum compulsory reserve 15 (11,592,837) (18,264,276)
Change in loans and advances to customers 18 (57,055,597) (69,085,445)
Change in other assets 21 155,911 (569,775)
Change in deposits from banks 22 13,859,002 (8,653,370)
Change in deposits from customers 23 43,894,235 49,115,806
Change in other liabilities 26 54,299 756,051
Net cash used in operating activities (6,014,864) (40,825,769)
Cash flows from investing activities
Purchase of property and equipment and intangible assets 19,20 (2,429,350) (4,971,752)
Proceeds from sale of property and equipment - 9,891
Dividends received 2,381 1,542
Purchase of investment securities 17 (96,937) -
Net cash used in investing activities (2,523,906) (4,960,319)
Cash flows from financing activities
Proceeds from issue of share capital - 4,169,146
Net proceeds from borrowings 24 2,427,691 24,130,068
Proceeds from subordinated liabilities 27 3,814,183 5,116,908
Debt securities issued 25 - 11,902,298
Net cash from financing activities 6,241,874 45,318,420
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at 31 December 30 13,237,129 13,704,797
Net increase in cash and cash equivalents (2,296,896) (467,668)
Cash and cash equivalents at 31 December 30 10,940,233 13,237,129
Cash flows from operating activities include:
Interest receipts 34,762,929 24,119,788
Interest paid (15,118,227) (9,038,109)
Fees and commissions receipts 3,841,396 2,329,390

23,486,098 17,411,069

The cash flow statement is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 42 to 65.



Notes to the Financial Statements
For the year ended 31 December 2007
All amounts in EUR thousands unless otherwise stated

1. Reporting entity

ProCredit Bank S.A. (the “Bank” or “ProCredit”) is domiciled in
Romania. The Bank was established in Romania in July 2002 (up to
November 2004 the Bank was known as Microfinance Bank MIRO
S.A.), and is licensed by the National Bank of Romania to conduct
banking activities.

The Bank provides day-to-day banking services to corporate and
individual clients. These include: accounts opening, domestic and
international payments, foreign exchange transactions, working
capital finance and overdrafts, medium term facilities and mort-
gage loans. The principal activity of the Bank is to finance micro
and small enterprises operating in Romania.

The Bank operates through the Head Office located in Bucharest
and through its network consisting of 22 branches (31 Decem-
ber 2006: 18) and 13 agencies (31 December 2006: 11) located in
Romania.

The current registered office of the Bank is located at:
62 — 64 Buzesti Street,

Bucharest, Sector 1

Romania

The Bank’s number of employees as at 31 December 2007 was of
899 (31 December 2006: 795).

The Bank is managed by a Board of Administration made up of
7 members, lead by a President, and by the Bank’s Managers, Mr.
Michael Kowalski as General Manager. The composition of the
Board of Administration was as follows:

Position 31 December 2007 31 December 2006
President Anja Lepp Anja Lepp
Vice-president Ana Maria Mihaescu  Ana Maria Mihaescu
Member Maria Teresa Zappia  Maria Teresa Zappia
Member Hans Joerg Krohn Hans Joerg Krohn
Member Rudiger Rurainsky Rudiger Rurainsky
Member Hanns Martin Hagen Reinhard Bollmann
Member Dietrich Ohse -

2. Basis of preparation
a) Statement of compliance

The financial statements of the Bank have been prepared in accor-
dance with International Financial Reporting Standards (“IFRS”).
These financial statements have been prepared on the basis of the
IFRS in issue that are effective for the Bank’s IFRS annual reporting
date, 31 December 2007.

In estimating impairment losses for loans and advances the Bank
has applied the internal methodology described in Note 3.h.vii to
assess impairment for loans and advances to customers.

Differences between IFRS and statutory accounts

The accounts of the Bank are maintained in historical RON in accor-
dance with Romanian accounting law and National Bank of Romania
banking regulations (“statutory accounts”).

These accounts have been restated to reflect the differences be-
tween the statutory accounts and the IFRS. Accordingly, such ad-
justments have been made to the statutory accounts as have been

considered necessary to bring the financial statements into line, in
all material respects, with IFRS.

The major changes from the statutory financial statements pre-

pared under domestic law are:

e grouping of numerous detailed items into broader captions;

e different methodology for the calculation of loan loss provi-
sions;

e provision for deferred taxation, where appropriate;

e the necessary IFRS disclosure requirements; and

e restatement adjustments required in accordance with IAS 21
”The effects of Changes in Foreign Exchange Rates” applied by
Bank until 31 December 2005 (refer to Note 2.c).

b) Basis of measurement

The financial statements of the Bank are prepared on a fair value
basis for derivative financial instruments, financial assets and
liabilities held at fair value through profit and loss and available-
for-sale instruments, except those for which a reliable measure of
fair value is not available.

Other financial assets and liabilities and non-financial assets and
liabilities are stated at amortized cost, revalued amount or histori-
cal cost. Non-current assets held for sale are stated at the lower of
carrying amount and fair value less cost to sell.

c) Functional and presentation currency

These financial statements are prepared in Romanian Lei (“RON”),
which is the Bank’s functional currency and presented in Euro
(“EUR™).

The Bank’s management reassessed the measurement currency
during 2005 and has determined that the RON more appropriately
reflects the Bank’s composition of assets and liabilities as well as
its main revenues and expenses show a greater emphasis on RON-
based transactions. Consequently, on 1)anuary 2005 the functional
currency has been changed from the EUR to RON. This change was
applied prospectively.

The reason for using a presentation currency different from the
functional currency is to meet the expectations of existing and
potential providers of external financing and other stakeholders.

d) Use of estimates and judgements

The preparation of financial statements requires management
to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of as-
sets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongo-
ing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation
uncertainty and critical judgements in applying accounting policies
that have the most significant effect on the amount recognised in
the financial statements are described in notes 4 and 5.

3. Significant accounting policies
The significant accounting policies set out below have been applied

consistently to all periods presented in these financial statements,
unless otherwise stated.



a) Foreign currency

i.  Foreign currency transactions

Transactions in foreign currencies are translated to the functional
currency of the Bank at exchange rates at the dates of the trans-
actions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date.

The foreign currency gain or loss on monetary items is the differ-
ence between amortised cost in the functional currency at the be-
ginning of the period, adjusted for effective interest and payments
during the period, and the amortised cost in foreign currency trans-
lated at the exchange rate at the end of the period. Non-monetary
assets and liabilities denominated in foreign currencies that are
measured at fair value are retranslated to the functional currency
at the exchange rate at the date that the fair value was determined.
Foreign currency differences arising on retranslation are recog-
nised in profit or loss, except for differences arising on the retrans-
lation of available-for-sale equity instruments.

The exchange rates of major foreign currencies were:

Currency 31 December 31 December Increase/

2007 2006 (decrease)
Euro (EUR) 1: RON 3.6102 1: RON 3.3817 7%
US Dollar (USD)  1: RON 2.4564 1: RON 2.5676 (4%)

ii. Translation from functional to presentation currency

Allassets and liabilities for all balance sheets presented (including
comparatives) have been translated from the functional currency to
the presentation currency at the closing rate existing at the date of
each balance sheet presented. Income and expense for all periods
presented (including comparatives) have been translated using an
average rate for the period (unless this average is not a reason-
able approximation of the cumulative effect of the rates prevailing
on the transaction dates, in which case income and expenses are
translated at the dates of the transactions). Share capital, accumu-
lated deficit and all other reserves are translated at closing rates.
All exchange differences resulting from translation have been
recognised directly as a separate component in equity as transla-
tion reserve.

The restatement and presentation procedures used according with
IAS 21 - The Effects of Changes in Foreign Exchange Rates, could
result in distortion of the figures presented in EUR compared with
real values.

b) Interest

Interest income and expense are recognised in the income state-
ment using the effective interest method. The effective interest
rate is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial
asset or liability (or, where appropriate, a shorter period) to the car-
rying amount of the financial asset or liability. The effective inter-
est rate is established on initial recognition of the financial asset
and liability and is not revised subsequently.

The calculation of the effective interest rate includes all fees and
points paid or received, transaction costs, and discounts or premi-
ums that are an integral part of the effective interest rate. Transac-
tion costs are incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial asset or liability.
Interest income and expense presented in the income statement
include interest on financial assets and liabilities at amortised cost
on an effective interest rate basis.

c) Fees and commission

Fees and commission income and expenses that are integral to the
effective interest rate on a financial asset or liability are included in
the measurement of the effective interest rate.

Other fees and commission income, including account servicing
fees, foreign currency transactions fees, fees for guarantees given
and opening of letter of credit fees are recognised as the related
services are performed on an accrual basis.

Other fees and commission expense relates mainly to transaction
and service fees, which are expensed as the services are received.

d) Nettradingincome

Net trading income comprises gains less loss related to foreign ex-
change operations.

e) Dividends

Dividend income is recognised when the right to receive income is
established. Usually this is the ex-dividend date for equity secu-
rities. Dividends are reflected as a component of other operating
income based on the underlying classification of the equity instru-
ment.

Dividends are treated as an appropriation of profit in the period
they are declared and approved by the General Assembly of Share-
holders. The only profit available for distribution is the profit for
the year recorded in the Romanian statutory accounts, which dif-
fers from the profit in these financial statements, prepared in ac-
cordance with IFRS, due to the differences between the applicable
Romanian Accounting Regulations and IFRS.

f) Lease payments made

Payments made under operating leases are recognised in profit or
loss on a straight-line basis over the term of the lease. Lease incen-
tives received are recognised as an integral part of the total lease
expense, over the term of the lease.

g) Income tax

Income tax comprises currentand deferred tax. Income tax is recog-
nised in the income statement except to the extent that it relates to
items recognised directly in equity, in which case it is recognised
in equity.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect
of previous years. For the year ended 31 December 2007 the current
profit tax rate was 16% (31 December 2006: 16%).

Deferred taxis provided using the balance sheet method, providing
for temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax is not recognised for the
following temporary differences: the initial recognition of goodwill,
the initial recognition of assets or liabilities in a transaction that
is not a business combination and that affects neither account-
ing nor taxable profit, and differences relating to investments in
subsidiaries to the extent that they probably will not reverse in the
foreseeable future. Deferred tax is measured at the tax rates that
are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. The tax rate used to calculate the



deferred tax position for the Bank at 31 December 2007 is 16%
(31 December 2006: 16%).

A deferred tax asset is recognised only to the extent that it is prob-
able that future taxable profits will be available against which the
asset can be utilised. Deferred tax assets are reviewed at each re-
porting date and are reduced to the extent that it is no longer prob-
able that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of divi-
dends are recognised at the same time as the liability to pay the
related dividend is recognised.

h)  Financial assets and liabilities

i. Classification

The Bank classifies its financial instruments in the following cate-
gories:

Financial assets or financial liabilities at fair value through profit
or loss. This category has two sub-categories: financial assets or
financial liabilities held for trading, and those designated at fair
value through profit or loss at inception. A financial instrument is
classified in this category if acquired principally for the purpose of
short term profit-taking or if so designated by management. As at
31December 2007 the Bank had no financial instruments classified
at fair value through profit and loss.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, other than those that the Bank intends to sell immediately
or in the near term, those that the Bank, upon initial recognition,
designates as at fair value through profit and loss, those that the
Bank, upon initial recognition, designates as available for sale
or those for which the holder may not recover substantially all of
its initial investment, other than because of credit deterioration.
Loans and receivables comprise loans and advances to banks and
customers.

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that the
Bank’s management has the positive intention and ability to hold to
maturity. As at 31 December 2007 the Bank had no financial instru-
ments classified as held-to-maturity investments.
Available-for-sale financial assets are those financial assets that
are designated as available for sale or are not classified as loans
and advances, held-to-maturity investments or financial assets at
fair value through profit or loss. As at 31 December 2007 available-
for-sale financial assets comprise of equity investments.

ii.  Recognition

The Bank initially recognises loans and advances, deposits, debt
securities issued and subordinated liabilities on the date that they
are originated. All other financial assets and liabilities (including
assets and liabilities designated at fair value through profit or
loss) are initially recognised on the trade date at which the Bank
becomes a party to the contractual provisions of the instrument.

iii. ~ Derecognition

The Bank derecognizes a financial asset when the contractual
rights to the cash flows from the asset expire, or it transfers the
rights to receive the contractual cash flows on the financial asset
in a transaction in which substantially all the risks and rewards of
ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Bank
is recognised as a separate asset or liability.
TheBankderecognisesafinancialliabilitywhenits contractualobli-
gations are discharged or cancelled or expire.

iv.  Offsetting

Financial assets and liabilities are set off and the net amount pre-
sented in the balance sheet when, and only when, the Bank has a
legal right to set off the amounts and intends either to settle on a
net basis or to realise the asset and settle the liability simultane-
ously.

Income and expenses are presented on a net basis only when per-
mitted by the accounting standards, or for gains and losses arising
from a group of similar transactions such as in the Bank’s trading
activity.

v. Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at
which the financial asset or liability is measured at initial recog-
nition, minus principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference
between the initial amount recognised and the maturity amount,
minus any reduction for impairment.

vi. Fairvalue measurement

The determination of fair values of financial assets and financial
liabilities is based on quoted market prices or dealer price quota-
tions for financial instruments traded in active markets. For all
other financial instruments fair value is determined by using valu-
ation techniques. Valuation techniques include net present value
techniques, the discounted cash flow method, comparison to simi-
lar instruments for which market observable prices exist, and valu-
ation models.

Where a fair value cannot be reliably estimated, unquoted equity
instruments thatdo not have a quoted market price in an active mar-
ket are measured at cost and periodically tested for impairment.

vii. Identification and measurement of impairment

At each balance sheet date the Bank assesses whether there is
objective evidence that financial assets not carried at fair value
through profit or loss are impaired. Financial assets are impaired
when objective evidence demonstrates that a loss event has
occurred after the initial recognition of the asset, and that the loss
event has an impact on the future cash flows on the asset that can
be estimated reliably.

The Bank considers evidence of impairment at both a specific asset
and collective level. All individually significant financial assets are
assessed for specific impairment. All significant assets found not
to be specifically impaired are then collectively assessed for any
impairment that has been incurred but not yet identified. Assets
that are not individually significant are then collectively assessed
for impairment by grouping together financial assets (carried at
amortised cost) with similar risk characteristics.

Objective evidence that financial assets (including equity securi-
ties) are impaired can include default or delinquency by a borrower,
restructuring of a loan or advance by the Bank on terms that the
Bank would not otherwise consider, indications that a borrower or
issuer will enter bankruptcy, the disappearance of an active mar-
ket for a security, or other observable data relating to a group of
assets such as adverse changes in the payment status of borrowers
or issuers in the group, or economic conditions that correlate with
defaults in the group.

In assessing collective impairment the Bank uses statistical model-
ling of historical trends of the probability of default, timing of recov-
eries and the amount of loss incurred, adjusted for management’s
judgement as to whether current economic and credit conditions
are such that the actual losses are likely to be greater or less than
suggested by historical modelling. Default rates, loss rates and the
expected timing of future recoveries are regularly benchmarked
against actual outcomes to ensure that they remain appropriate.
Because of the inherent limitations related to the historical ex-
perience in obtaining local information for individually impaired



loans, incurred loss information and complexity of methodologies
applied, the loan impairment estimate as described above may
differ significantly from the value that would have been obtained
had the Bank obtained sufficient historical experience on obtaining
reliable local information on incurred losses, timing and amounts
of the expected future cash flows.

Impairment losses on assets carried at amortised cost are mea-
sured as the difference between the carryingamount ofthe financial
assets and the present value of estimated cash flows discounted at
the assets’ original effective interest rate. Losses are recognised in
profit or loss and reflected in an allowance account against loans
and advances. Interest on the impaired asset continues to be recog-
nised through the unwinding of the discount.

When a subsequent event causes the amount of impairment loss to
decrease, the impairment loss is reversed through profit or loss.
Impairment losses on available-for-sale investment securities are
recognised by transferring the difference between the amortised
acquisition cost and current fair value out of equity to profit or loss.
When a subsequent event causes the amount of impairment loss
on an available-for-sale debt security to decrease, the impairment
loss is reversed through profit or loss.

However, any subsequent recovery in the fair value of an impaired
available-for-sale equity security is recognised directly in equity.
Changes in impairment provisions attributable to time value are
reflected as a component of interest income.

i) Cash and cash equivalents

Cash and cash equivalents comprise cash balances on hand, bal-
ances held with National Bank of Romania and cash balances in
ATM.

For the purposes of the statement of cash flows, cash and cash
equivalents include cash balances on hand, unrestricted balances
held with central bank, and cash balances in ATM, currentaccounts
with banks and placements with other banks with less than 9o days
original maturity and are used by the Bank in the management of its
short-term commitments.

Cash and cash equivalents are carried at amortised cost in the bal-
ance sheet.

j) Property and equipment

i.  Recognition and measurement

Items of property and equipment are measured at cost less accu-
mulated depreciation and impairment losses (refer to accounting
policy no. 3.1).

Cost includes expenditures that are directly attributable to the
acquisition of the asset. The cost of self-constructed assets in-
cludes the cost of materials and direct labour, any other costs
directly attributable to bringing the asset to a working condition
forits intended use, and the costs of dismantling and removing the
items and restoring the site on which they are located.

When parts of an item of property or equipment have different use-
ful lives, they are accounted for as separate items (major compo-
nents) of property and equipment.

ii. Subsequent costs

The cost of replacing part of an item of property or equipment is
recognised in the carrying amount of the item if it is probable that
the future economic benefits embodied within the part will flow to
the Bank and its cost can be measured reliably. The costs of the
day-to-day servicing of property and equipment are recognised in
profit or loss as incurred.

iii. Depreciation

Depreciation is recognised in profit or loss on a straight-line basis
over the estimated useful lives of each part of an item of property
and equipment. Leased assets are depreciated over the shorter of
the lease term and their useful lives. Land is not depreciated.

The estimated useful lives for the current and comparative year are
as follows:

Buildings 40 years
Leasehold improvements 5 — 10 years
Furniture and equipment 3 -12years
Motor vehicles 5 years

Depreciation methods, useful lives and residual values are reas-
sessed at the reporting date.

k) Intangible assets

Software acquired by the Bank is stated at cost less accumulated
amortisation and accumulated impairment losses (refer to account-
ing policy no. 3.1).

Expenditure on internally developed software is recognised as an
asset when the Bank is able to demonstrate its intention and ability
to complete the development and use the software in a manner that
will generate future economic benefits, and can reliably measure
the costs to complete the development.

The capitalised costs of internally developed software include all
costs directly attributable to developing the software, and are am-
ortised over its useful life. Internally developed software is stated
at capitalised cost less accumulated amortisation and impairment.
Subsequent expenditure on software assets is capitalised only
when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is expensed
asincurred.

Amortization is recognised in profit or loss on a straight-line basis
over the estimated useful life of the software, from the date that
it is available for use. The estimate useful life of software is five
years.

) Impairment of non-financial assets

The carryingamounts of the Bank’s non-financial assets, otherthan
deferred tax assets, are reviewed at each reporting date to deter-
mine whether thereis anyindication of impairment. Ifany such indi-
cation exists then the asset’s recoverable amount is estimated.
Animpairmentlossisrecognisedifthe carryingamounts ofanasset
or its cash-generating unit exceed its recoverable amount. A cash-
generating unit is the smallest identifiable asset group that gener-
ates cash flows that largely are independent from other assets and
groups. Impairment losses are recognised in profit or loss.

The recoverable amount of an asset or cash-generating unit is the
greater of its value in use and its fair value less costs to sell. In as-
sessing value in use, the estimated future cash flows are discount-
ed to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the
risks specific to the asset.

Impairment losses recognised in prior periods are assessed at each
reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a
changeinthe estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.



m) Deposits, debt securities issued and subordinated liabilities

Deposits, debt securities issued and subordinated liabilities are
the Bank’s sources of debt funding.

The Bank classifies capital instruments as financial liabilities or
equity instruments in accordance with the substance of the con-
tractual terms of the instrument.

Deposits, debt securities issued and subordinated liabilities are
initially measured at fair value plus transaction costs, and sub-
sequently measured at their amortised cost using the effective in-
terest method.

n) Provisions

A provision is recognised if, as a result of a past event, the Bank
has a present legal or constructive obligation that can be estimated
reliably, and itis probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the liability.

o) Financial guarantees

Financial guarantees are contracts that require the Bank to make
specified payments to reimburse the holder for a loss it incurs be-
cause a specified debtor fails to make payment when due in accor-
dance with the terms of a debt instrument.

Financial guarantee liabilities are initially recognised at their fair
value, and theinitial fairvalue isamortised over the life of the finan-
cial guarantee. The guarantee liability is subsequently carried at
the higherof thisamortised amount and the present value of any ex-
pected payment (when a payment under the guarantee has become
probable). Financial guarantees are included within other liabili-
ties. The Bank has no financial guarantees as at 31 December 2007.

p) Employee benefits

i.  Short-term benefits

Short-term employee benefit obligations are measured on an undis-
counted basis and are expensed as the related service is provided.
Short-term employee benefits include wages, salaries, bonuses
and social security contributions. Short-term employee benefits
arerecognised as expense when services are rendered. A provision
is recognised for the amount expected to be paid under short-term
cash bonus or profit-sharing plans if the Bank has a present legal
or constructive obligation to pay this amount as a result of past ser-
vice provided by the employee and the obligation can be estimated
reliably.

ii. Defined contribution plans

Obligations for contributions to defined contribution pension plans
are recognised as an expense in profit or loss when they are due.
The Bank, in the normal course of business makes payments to the
Romanian State funds on behalf of its Romanian employees for pen-
sion, health care and unemployment benefit.

Allemployees of the Bank are members and are also legally obliged
to make defined contributions (included in the social security con-
tributions) to the Romanian State pension plan (a State defined
contribution plan). All relevant contributions to the Romanian State
pension plan arerecognised as an expense in the income statement
asincurred. The Bank does not have any further obligations.

The Bank does not operate any independent pension scheme and,
consequently, has no obligation in respect of pensions.

iii. Defined benefit plans
The Bank does not operate any defined benefit plan, thus has no
obligation related to contributions to any such plan.

iv. Otherlong-term employee benefits

The Bank’s net obligation in respect of long-term employee bene-
fits other than pension plans is the amount of future benefit that
employees have earned in return for their service in the current and
prior periods. On the basis of the Bank’s Collective Labor Agree-
ment, the Bank has no contractual obligation to pay any long-term
benefit calculated taking into account the past service.

v. Termination benefits

The Bank is not committed, without realistic possibility of with-
drawal, to any formal detailed plan to terminate employment
before the normal retirement date.

q) Segmentreporting

A segment is a distinguishable component of the Bank that is en-
gaged eitherin providing products or services (business segment),
or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments (Note 6).

The Bank performed during the year ended 31 December 2007 bank-
ing transactions delivered only on the Romanian market. The man-
agement considers that the inherent risks and benefits specific to
the bankingactivity are not significantly differentbetween the cate-
gories of clients as well as between various geographical regions,
and consequently does not believe identifying separate reportable
segments is necessary and would provide any additional benefits.
Please see Note 18 for the structure of loans portfolio per industry.

r) Standards, interpretations and amendments to published
International Financial Reporting Standards that are not
yet effective

Certain new standards, amendments and interpretations to ex-
isting standards have been published that are mandatory for the
Bank’s accounting periods beginning on or after 1 January 2008 or
later periods but which the Bank has not early adopted. Manage-
ment considered the following new standards, amendments and
interpretations to existing standards:

1. Amendments to IFRS 2 Share-based Payment and IFRIC 11
IFRS 2-Group and Treasury Share Transactions.

It requires the attribution of cash-settled share-based payments
granted by a parent to suppliers of goods and services (including
employees) of a subsidiary in the financial statements of the sub-
sidiary. The IASB has not specified a proposed effective date but
has proposed that the amendment be applied retrospectively sub-
ject to transitional requirements of IFRS. Amendment to IFRS 2 is
currently not relevant to the Bank’s operations because the Bank
does not operate any share-based payment programme.

2. Revised IFRS 3’ Business Combinations’ (effective from
1 January 2009).

The revised Standard also includes a number of other potentially

significant changes including:

e Allitems of consideration transferred by the acquirer are recog-
nized and measured at fair value as of the acquisition date,
including contingent consideration.



e Transaction costs are not included in the acquisition accounting.

* The acquirer can elect to measure any non-controlling interest
at fair value at the acquisition date (full goodwill), or at its pro-
portionate interest in the fair value of the identifiable assets
and liabilities of the acquire.

e Acquisitions of additional non-controlling equity interests
after the business combination must be accounted for as
equity transactions.

Therevised IFRS 3is currently and in the foreseeable future notrele-

vant to the Bank’s operations.

3. Revised IAS 1 Presentation of Financial Statements (effective
from 1 January 2009).

The revised Standard requires information in financial statements
to be aggregated on the basis of shared characteristics and intro-
duces a statement of comprehensive income. Items of income and
expense and components of other comprehensive income may be
presented either in a single statement of comprehensive income
with subtotals, or in two separate statements (a separate income
statement followed by a statement of comprehensive income). The
Bank is currently evaluating whether to present a single statement
of comprehensive income, or two separate statements.

4. IAS 23 (Amendment), ‘Borrowing costs’ (effective from
1 January 2009).

It requires an entity to capitalise borrowing costs directly attribut-
able to the acquisition, construction or production of a qualifying
asset (one that takes a substantial period of time to get ready for
use or sale) as part of the cost of that asset. The option of immedi-
ately expensing those borrowing costs will be removed. The Bank
will apply IAS 23 (Amended), if the case, from 1 January 2009. Cur-
rently this is not applicable to the Bank as there are no qualifying
assets.

5. RevisedIAS 27 Consolidated and Separate Financial Statements

(effective for annual periods beginning on or after 1 July 2009).
In the revised Standard the term minority interest has been
replaced by non-controlling interest, and is defined as ,,the equity
in a subsidiary not attributable, directly or indirectly, to a parent*.
The revised Standard also amends the accounting for non-con-
trolling interest, the loss of control of a subsidiary, and the allo-
cation of profit or loss and other comprehensive income between
the controlling and non-controlling interest. The revised IAS 27 is
currently and in the foreseeable future not relevant to the Bank’s
operations.

6. Amendments to IAS 32 Financial Instruments: Presentation,
and IAS 1, Presentation of Financial Statements (effective for
annual periods beginning on or after 1 January 2009).

The amendments introduce an exemption to the principle oth-
erwise applied in IAS 32 for the classification of instruments as
equity; the amendments allow certain puttable instruments issued
by an entity that would normally be classified as liabilities to be
classified as equity if and only if they meet certain conditions. The
amendments are not relevant to the Bank’s financial statements
as the Ban did not issue any puttable instruments that would be
affected by the amendments.

7. IFRS 8, ‘Operating segments * (effective from 1 January 2009).
IFRS 8 replaces IAS 14 and aligns segment reporting with the
requirements of the US standard SFAS 131, ‘Disclosures about seg-
ments of an enterprise and related information’. The new standard
requires a ‘management approach’, under which segment informa-
tion is presented on the same basis as that used for internal report-
ing purposes. The Bank will apply IFRS 8 from 1 January 2009. The
expected impact is still being assessed in detail by management.

8. IFRIC 14, ‘IAS 19 — The limit on a defined benefit asset,
minimum funding requirements and their interaction’ (effective
from 1 January 2008).

IFRIC 14 provides guidance on assessing the limit in IAS 19 on the

amount of the surplus that can be recognised as an asset. It also

explains how the pension asset or liability may be affected by a

statutory or contractual minimum funding requirement. The Bank

will apply IFRIC 14 from 1 January 2008, but it is not expected to
have any impact on the Bank’s accounts.

9. IFRIC 12, ‘Service concession arrangements’ (effective from

1 January 2008).
IFRIC 12 applies to contractual arrangements whereby a private
sector operator participates in the development, financing, opera-
tion and maintenance of infrastructure for public sector services.
IFRIC 12 is not relevant to the Bank’s operations because the Bank
does not provide for public sector services.

10. IFRIC 13, ‘Customer loyalty programmes’ (effective from
1 July 2008).

IFRIC 13 clarifies that where goods or services are sold together
with a customer loyalty incentive (for example, loyalty points or
free products), the arrangement is a multiple-element arrangement
and the consideration receivable from the customer is allocated
between the components of the arrangement in using fair values.
IFRIC 13 is not relevant to the Bank’s operations because the Bank
does not operate any loyalty programmes.

4. Financial risk management
a) Introduction and overview

The Bank has exposure to the following risks from its use of finan-
cialinstruments:

o creditrisk

e interest rate risk

e currency risk

e liquidity risk

e taxation risks

e operational risks

This note presents information about the Bank’s exposure to each
of the above risks, the Bank’s objectives, policies and processes
for measuring and managing risk.

Risk management framework

The Bank’s approach to risk management, including the internal
control system and internal audit, is in line with the Bank’s risk
profile. The Bank’s risk profile is determined by the business con-
ducted and Bank’s operating environment.

The Risk Management Policy of ProCredit Bank Romania estab-
lishes the Bank’s risk philosophy and strategy, compliant with the
regulations issued by the Romanian banking supervisory authority.
This document sets forth minimum standards for risk management
and it was approved by the Board of Administrators.

The Board of Administration has overall responsibility for the es-
tablishment and oversight of the Bank’s risk management frame-
work. The Board of Administration has established the Manage-
ment Board and the Asset and Liability (ALCO), Credit Risk and
Operational Risk committees, which are responsible for developing
and monitoring Bank’s risk management policies in their specified
areas. All committees report regularly to the Management Board.
The Bank’s risk management policies are established to identify
and analyse the risks faced by the Bank, to set appropriate risk
limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly



to reflect changes in market conditions, products and services
offered. The Bank, through its training and management standards
and procedures, aims to develop a disciplined and constructive
control environment, in which all employees understand their roles
and obligations.

The Bank’s Audit Committee reports to Board of Administration and
is responsible for monitoring compliance with the Bank’s risk man-
agement policies and procedures, and for reviewing the adequacy
of the risk management framework in relation to the risks faced by
the Bank. The Audit Committee is assisted in these functions by
Internal Audit. Internal Audit undertakes both regular and ad-hoc
reviews of risk management controls and procedures, the results
of which are reported to the Audit Committee.

b) Creditrisk

Credit risk is the risk of financial loss to the Bank if a customer or
counterparty to a financial instrument fails to meet its contrac-
tual obligations, and arises principally from the Bank’s loans and
advances to customers and other banks and investment securi-
ties.

i. Management of credit risk

The Board of Administration has delegated, through the Manage-

ment Board, the responsibility for the management of credit risk to

its Credit Risk Committee. A separate Credit Department, report-
ing to the Credit Risk Committee, is responsible for oversight of the

Bank’s credit risk, including:

e formulating credit policies in consultation with business units,
covering collateral requirements, creditassessment, risk grad-
ing and reporting, documentary and legal procedures, and
compliance with regulatory and statutory requirements.

e Establishing the authorisation structure for the approval and
renewal of credit facilities. Authorisation limits are allocated to
five levels of credit committees. Larger facilities require
approval by the highest level Credit Committee or the Manage-
ment Board as appropriate.

® Reviewing and assessing creditrisk. Credit Committee assesses
all credit exposures in excess of designated limits, prior to
facilities being committed to customers by the business unit
concerned. Renewals and reviews of facilities are subject to
the same review process.

e [Limiting concentrations of exposure to counterparties, geo-
graphies and industries (for loans and advances), and by
issuer and country.

e Developing and maintaining the Bank’s risk grading in order
to categorise exposures according to the degree of risk of
financial loss faced and to focus management on the attendant
risks. The risk grading system is used in determining where
impairment provisions may be required against specific credit
exposures. The current risk grading framework consists of six
grades reflecting varying degrees of risk of default. The
responsibility for setting risk grades lies with the Management
Board. Risk grades are subject to regular reviews.

® Reviewing compliance of business units with agreed exposure
limits, including those for selected industries and product
types.

e Regular reports are provided to Credit Risk Committee on the
credit quality of portfolios and appropriate corrective action is
taken.

*  Providing advice, guidance and specialist skills to business
units to promote best practice throughout the Bank in the man-
agement of credit risk.

Each branch/agency is required to implement Bank’s credit policies
and procedures, with credit approval authorities delegated from

the Credit Risk Committee. Each branch is responsible for the qual-
ity and performance of its credit portfolio and for monitoring and
controlling all credit risks in its portfolios, including those subject
to central approval.

Regular audits of branches/agencies and Bank credit processes are
undertaken by Internal Audit.

The Bank monitors the quality of the loan portfolio on an ongoing
basis, using a portfolio at risk definition thatincludes all exposures
with payments overdue by more than 30 days as the basic mea-
sure of current portfolio quality. The Bank chooses this measure
because the vast majority of all loans have fixed instalments with
monthly payment of principal and interest. Exceptions are seasonal
agricultural loans and investment loans, which have a grace period
of six months. Portfolio at risk remaining at 31 December 2007 is
1.3% (as compared to 1.2% in 2006).

The Bank’s primary exposure to credit risk arises through its lend-
ing activity. The amount of credit exposure in this regard is repre-
sented by the carrying amounts of the assets on the balance sheet.
In addition, the Bank is exposed to off balance sheet credit risk
through commitments to extend credit and guarantees issued (see
Note 31).

Concentrations of credit risk that arise from financial instruments
exist for groups of counterparties when they have similar economic
characteristics that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic or other
conditions. The major concentrations of credit risk arise by individ-
ual counterparty and by type of customer in relation to the Bank’s
loans and advances to customers (see Note 18).



ii.

Exposure to credit risk

Loans and advances to customers

in EUR 31 Dec 2007 31 Dec 2006
Individually impaired

Grade 5: impaired - -
Grade 6: impaired 217,372 268,121
Gross amount 217,372 268,121
Allowance for impairment (103,557) (81,726)
Carrying amount 113,815 186,395
Collectively impaired

Grade 1-2: low risk 210,818,769 155,453,451
Grade 3-4: watch list 1,155,321 799,234
Grade 5: impaired 695,429 383,818
Grade 6: impaired 947,923 373,583
Gross amount 213,617,442 157,010,086
Allowance for impairment (5,218,238) (3,194,199)
Carrying amount 208,399,204 153,815,887
Past due but not impaired

Carrying amount - -
Neither past due norimpaired - -
Carrying amount = =
Total carrying amount 208,513,019 154,002,282

Loans and advances to banks

31 Dec 2007

1,770,076
1,770,076
1,770,076

31 Dec 2006

4,549,291
4,549,291
4,549,291

Investment securities

31 Dec 2007

104,232
104,232
104,232

31 Dec 2006

733,012
733,012
(733,012)

7,295
7,295
7,295

Impaired loans and securities

Impaired loans and securities are loans and securities for which the
Bank determines that it is probable that it will be unable to collect
all principal and interest due according to the contractual terms
of the loan / securities agreements. Where contractual interest or
principal payments are past due by over 30 days the loans are con-
sidered impaired and assessed individually for exposures higher
than EUR 50,000. These loans are graded 6 in the Bank’s loan loss
provision methodology.

Past due but not impaired loans

Loans and securities where contractual interest or principal pay-
ments are past due but the Bank believes thatimpairmentis not ap-
propriate on the basis of the level of security / collateral available
and / or the stage of collection of amounts owed to the Bank.

Allowances for impairment

The Bank establishes an allowance for impairment losses that
represents its estimate of incurred losses in its loan portfolio. The
main components of this allowance are a specific loss component
that relates to individually significant exposures, and a collective
loan loss allowance established for groups of homogeneous assets

inrespect of losses that have been incurred but have not been iden-

tified on loans subject to individual assessment for impairment.

Write-off policy

The Bank writes offa loan / security balance (and any related allow-
ances for impairment losses) when it determines that the loans /
securitiesareuncollectible. This determinationis reached aftercon-
sidering information such as the occurrence of significant changes

in the borrower / issuer’s financial position such that the borrower

/issuer can no longer pay the obligation, or that proceeds from col-

lateral will not be sufficient to pay back the entire exposure.

Collateral

The Bank holds collateral against loans and advances to customers

in the form of pledge over cash deposits, mortgage interests over
property, guarantees and other pledge over equipments and/or
receivables. Estimates of fair value are based on the value of col-
lateral assessed at the time of borrowing, and generally are not

updated except when a loan is individually assessed as impaired.
Collateral generally is not held over loans and advances to banks.

Collateral usually is not held against investment securities, and no
such collateral was held at 31 December 2007 or 2006.

An estimate of the total value of collateral and other security
enhancements held against financial assets is shown below:

in EUR

Against individually impaired
Mortgages

Personal guarantees
Inventories

Others

Against collectively impaired
Mortgages

Personal guarantees
Inventories

Others

Total

Loans and advances to customers

31 Dec 2007

341,931
258,474
40,372

158,211,937
265,038,320
64,298,970
998,062
489,188,066

31 Dec 2006

271,898
261,749
40,857

136,508,538
170,996,033
70,663,719
378,868
379,121,662

Loans and advances to banks

31 Dec 2007

31 Dec 2006




The Bank’s credit portfolio risk is naturally limited by the credit
strategy resulting from the business model; in particular the focus
on small and very small loans and the broad in EUR show the distri-
bution of loan portfolio by loan destination for 31.12.2007:

in EUR Working capital Agriculture Housing Consumer Other Total
Less than EUR 10,000 70,363,300 20,978,350 9,831,715 1,975,698 1,220,992 104,370,055
EUR 10,000 to 50,000 57,642,381 5,936,135 2,160,002 1,264,833 410,736 67,414,087
EUR 50,000 to 150,000 20,044,514 886,963 166,769 127,383 - 21,225,629
More than EUR 150,000 15,000,705 335,309 - 167,234 - 15,503,248
Total 163,050,900 28,136,757 12,158,486 3,535,148 1,631,728 208,513,019

The Bank’s credit portfolio risk is naturally limited by the credit

strategy resulting from the business model; in particular the focus

on small and very small loans and the broad In EUR show the distri-

bution of loan portfolio by loan destination for 31.12.2006.
in EUR Working capital Agriculture Housing Consumer Other Total
Less than EUR 10,000 57,271,728 12,836,233 7,417,556 2,275,204 - 79,800,721
EUR 10,000 to 50,000 40,116,424 3,562,004 2,988,443 769,327 - 47,436,198
EUR 50,000 to 150,000 14,236,663 653,528 103,681 - - 14,993,872
More than EUR 150,000 11,771,491 = = = = 11,771,491
Total 123,396,306 17,051,765 10,509,680 3,044,531 - 154,002,282

The prerequisite for the identification of major credit risks is an
awareness of the overall credit exposure to each borrower. For this
purpose, full information about any related parties is collected
prior to lending.

Limits for large-scale loans limit our maximum exposure toward
single clients. As arule, the sum of the1o largest loans of any banks
may not exceed 100 % of the Bank’s equity. Allin all, this results in
a comparatively low need for individual impairment.

The structure of the loan portfolio is regularly reviewed within
the Bank in order to identify potential events which could have an
impact on large areas of the loan portfolio (common risk factors)
and if necessary limit the exposure toward certain sectors of the
economy.

c) Interest rate risk

The Bank incurs interest rate risk from its financial intermediation
activity, principally in the form of exposure to adverse changes in
the market interest rates. The main sources of interest rate risk are
imperfect correlation between the maturity (for fixed interest rates)
orre-pricing date (for floating interest rates) of the interest-bearing
assets and liabilities, adverse evolution of the slope and shape of
the yield curve (the unparallel evolution of the interest rate yields
of the interest-earning assets and interest-earning liabilities), im-
perfect correlation in the adjustments of the rates earned and paid
on different instruments with otherwise similar re-pricing charac-
teristics and the options embedded in the Bank’s products.
ProCredit Bank does not aim to earn profits through maturity trans-
formation or other forms of speculation in the interest rate market.
Rather, the Bank seeks to ensure that the balance sheet structure
is as balanced as possible across all maturities.

The Bank counteracts the loan portfolio risks associated with inter-
est rate fluctuations through variable interest for our borrowings.
In quantitative terms, the Bank currently limits the risks associated
with interest rate fluctuations by stipulating that the maximum
weighted modified duration gap (Macaulay modified duration) of
the assets and liabilities must be less than 1 (and greater than -1)
while aiming at a modified duration gap of o. In addition, a parallel
shiftin the yield curve by 200 basis points may not lead to a loss of
more than 20% of the regulatory capital.

In our operating environment, the limitations of purely quantitative
value-at-risk models quickly become apparent. Despite this fact,
we wish to retain the basic premises of the VaR model, according to
which a bad year can be expected to occur roughly every 20 years
(VaR with confidence level 95%, holding period one year), while a
“worst-case” year can be expected to occur only about every 100
years (VaR with confidence level 99%, holding period one year).
The Bank we developed scenarios for normal cases and worst cas-
es. An overview of the scenario results as of the end of the year is
presented in the following table:

31 Dec 31 Dec
in EUR 2007 2006
200 bp parallelincrease (3,938) 179,968
200 bp parallel decrease (55,543) (222,541)
100 bp parallelincrease 4,373 94,662
100 bp parallel decrease (19,173) (105,267)

The interest rates related to the local currency and the major for-
eign currencies as at 31 December 2007 and 2006 were as follows:

Currencies Interest 31 Dec 31 Dec

rate 2007 2006
Leu (RON) BUBOR 3 months 8.4% 8.6%
Leu (RON) BUBOR 6 months 8.4% 8.6%
Euro (EUR) Euribor 3 months 4.8% 3.7%
Euro (EUR) Euribor 6 months 4.8% 3.8%
US Dollar (USD) Libor 3 months 4.8% 5.4%
US Dollar (USD) Libor 6 months 4.7% 5.4%




Range of interest rates

The following table shows the interest rates per annum obtained
or offered by the Bank for its interest-bearing assets and liabilities
during financial year 2007:

Range of interest rates RON usbD EUR
in %

Assets

Current accounts with the National Bank of Romania 1.90 2.50 1.00 1.30 0.80 1.35
Loans and advances to banks 1.00 21.00 5.15 6.85 3.70 5.75
Loans and advances to customers, net 6.25 36 10.00 20.00 5.25 24
Liabilities

Deposits from customers 2.00 12.00 1.00 6.00 1.25 6.05
Deposits from banks 1.50 22.00 6.10 6.10 4.85 6.5
Loans from banks and other financial institutions 8.38 11.44 - - 4.50 6.40
Debt securities issued 8.50 8.50 - - - -
Subordinated liabilities - - - - 9.00 9.16

The following table shows the interest rates per annum obtained
or offered by the Bank for its interest-bearing assets and liabilities
during financial year 2006:

Range of interest rates RON usbD EUR
in %

Assets

Current accounts with the National Bank of Romania 1.50 1.90 0.95 1.00 0.70 0.80
Loans and advances to banks 1.20 9.25 0.50 6.80 0.25 5.10
Loans and advances to customers 7.00 36.00 10.00 20.00 7.60 24.00
Liabilities

Deposits from customers 2.00 12.00 1.00 6.00 1.25 6.05
Deposits from banks 1.17 29.50 6.00 7.00 4.50 4.50
Loans from banks and other financial institutions 10.59 10.59 7.20 8.32 4.50 6.54
Debt securities issued 8.50 8.50 - - - -
Subordinated liabilities - - - - 9.09 9.16

A summary of the Bank’s interest rate gap position on non-trading
portfolios as at 31 December 2007 is as follows:

in EUR Up to 1-3 3-12 1-5 Over Non-interest Total
1 month months months years 5 years bearing

Cash and balances with NBR 53,698,412 - - - - 9,170,157 62,868,569

Loans and advances to banks 1,769,191 - - - - 885 1,770,076

Investment securities,

available-for-sale - - - - - 104,232 104,232

Loans and advances
to customers 82,560,957 8,612,601 45,273,878 66,770,685 3,383,307 1,911,591 208,513,019
138,028,560 8,612,601 45,273,878 66,770,685 3,383,307 11,186,865 273,255,896

Deposits from banks 15,270,838 - - - - 22,610 15,293,448
Deposits from customers 78,995,057 36,218,826 37,549,063 3,175,144 - 4,813,874 160,751,964
Loans from banks and

financial institutions - 9,288,390 53,763,710 - - 1,154,093 64,206,193
Debt securities issued - - - 11,083,769 - 360,890 11,444,659
Subordinated liabilities - - - - 8,750,000 181,091 8,931,091

94,265,895 45,507,216 91,312,773 14,258,913 8,750,000 6,532,558 260,627,355

Total interest sensitivity gap 43,762,665 (36,894,615) (46,038,895) 52,511,772 (5,366,693) 4,654,307 12,628,541




A summary of the Bank’s interest rate gap position on non-trading
portfolios as at 31 December 2006 is as follows:

Up to 1-3
in EUR 1 month months
Cash and balances with
Central Bank 42,105,576 -
Loans and advances to banks 4,220,900 -
Investment securities,
available-for-sale - -
Loans and advances
to customers 46,810,306 8,472,739

93,136,782 8,472,739
Deposits from banks 295,709 1,113,689
Deposits from customers 37,600,119 31,096,854
Loans from banks and
financial institutions 13,790,885 2,976,307
Debt securities issued = =
Subordinated liabilities - -

51,686,713 35,186,850

Total interest sensitivity gap

39,822,646 54,798,859 2,688,027
39,822,646 54,798,859 2,688,027

27,231,702

40,625,243

67,856,945

41,450,069 (26,714,111) (28,034,299) 36,605,851 (2,311,973) (8,992,662)

3-12 1-5 Over Non-interest Total
months years 5 years bearing

- - - 8,687,837 50,793,413

- - - 328,391 4,549,291

- - - 7,295 7,295

1,409,705 154,002,282

10,433,228 209,352,281

- - - 25,048 1,434,446
2,936,463 - 17,992,591 116,857,729
3,480,000 - 906,067 61,778,502

- 11,776,545 - 385,276 12,161,821

- - 5,000,000 116,908 5,116,908
18,193,008 5,000,000 19,425,890 197,349,406

12,002,875

d) Currency risk

The Bank is exposed to currency risk through transactions in for-
eign currencies against RON. There is also a balance sheet risk that
the net monetary liabilities in foreign currencies will take a higher
value when translated into RON as a result of currency movements.
The principal foreign currencies held by the Bank are EUR and USD.
On the Romanian market, exchange rates have a high volatility,
therefore open foreign exchange positions represent a source of
currency risk. The Bank carries out operations in both the local
currency and hard currencies (EUR and RON) and monitors its for-

eign currency exposure on a daily basis and close out its positions
within individually defined limits.

The establishment of foreign currency positions for speculative
purposes is not permitted. Currently the Bank does not use deriva-
tive instruments for hedging purposes. The strategy is to avoid to
the maximum extent possible the foreign exchange risk.

The monetary assets and liabilities held in RON and in foreign cur-
rencies at 31 December 2007 are presented below:

in EUR RON
Monetary assets

Cash and balances with Central Bank 30,883,929
Loans and advances to banks 1,789
Investment securities, available-for-sale 4,232
Loans and advances to customers 164,303,448
Other assets 617,637
Total monetary assets 195,811,035
Monetary liabilities

Deposits from banks 6,376,501
Deposits from customers 113,274,261
Loans from banks and other financial institutions 51,774,196
Debt securities issued 11,444,659
Other liabilities 1,365,851
Deferred tax liabilities 267,254
Subordinated liabilities -
Total monetary liabilities 184,502,722
Net currency position 11,308,313

EUR usb Other Total
29,502,171 2,482,469 - 62,868,569
353,929 1,375,517 38,841 1,770,076
100,000 - - 104,232
43,218,448 991,123 - 208,513,019
164,297 72,195 - 854,129
73,338,845 4,921,304 38,841 274,110,025
8,916,947 - - 15,293,448
42,395,187 5,071,349 11,167 160,751,964
(135,817) 12,567,814 - 64,206,193
11,444,659

24,176 48 - 1,390,075

- - - 267,254
8,931,091 - - 8,931,091
60,131,584 17,639,211 11,167 262,284,684

13,207,261 (12,717,907) 27,674 11,825,341




The monetary assets and liabilities held in RON and in foreign cur-
rencies at 31 December 2006 are presented below:

in EUR RON
Monetary assets

Cash and balances with Central Bank 22,691,711
Loans and advances to banks 1,775,334
Investment securities, available-for-sale 7,295
Loans and advances to customers 118,127,576
Other assets 762,619

Total monetary assets 143,364,535

Monetary liabilities

Deposits from banks 297,546
Deposits from customers 89,267,709
Loans from banks and other financial institutions 29,714,226
Debt securities issued 12,161,821
Other liabilities 1,286,607
Deferred tax liabilities 103,739
Subordinated liabilities -
Total monetary liabilities 132,831,648
Net currency position 10,532,887

EUR usbD Other Total
24,639,044 3,462,658 - 50,793,413
1,266,495 1,484,940 22,522 4,549,291
- - - 7,295
33,501,605 2,373,101 - 154,002,282
166,170 83,176 30 1,011,995
59,573,314 7,403,875 22,552 210,364,276
= 1,136,900 = 1,434,446
21,367,753 6,215,211 7,056 116,857,729
32,064,276 - = 61,778,502
_ - - 12,161,821

49,051 118 = 1,335,776

- - - 103,739
5,116,908 - - 5,116,908
58,597,988 7,352,229 7,056 198,788,921
975,326 51,646 15,496 11,575,355

The Bank measures the foreign exchange risk based on the ratio
net open position/own funds, measured at 0.37% as at 31 Decem-
ber 2007 (31 December 2006: 3.38%).

e) Liquidity risk

Liquidity risk arises in the general funding of the Bank’s activities
and in the management of the asset positions. Itincludes both the
risk of being unable to fund assets at appropriate maturities and
rates and the risk of being unable to liquidate an asset at a reason-
able price and in an appropriate time frame.

TheBankstrivestomaintainabalancebetween continuity of funding
and flexibility through the use of liabilities with a range of maturi-
ties. The Bank continually assesses liquidity risk by identifying and
monitoring changes in funding, and diversifying the funding base.

The Bank concluded with International Finance Corporation loan
agreements which compel the Bank to comply with a certain level of
financial ratios (financial covenants). As some of these covenants
were breached the total outstanding of the respective loans were
considered in liquidity risk as immediately due.

The financial assets and liabilities of the Bank analysed over the re-
maining period from the balance sheet date to contractual maturity
are as at 31 December 2007 as follows:

Up to 1-3 3-12 1-5 Over Total
in EUR 1 month months months years 5 years
Financial assets
Cash and cash with Central Bank 62,868,569 - - - - 62,868,569
Loans and advances banks 1,770,076 - - - - 1,770,076
Investment securities, available-for-sale - - - - 104,232 104,232
Loans and advances to customers 9,868,188 10,860,607 56,421,213 115,366,997 15,996,014 208,513,019
Other assets 124,822 154,622 461,468 55,542 57,675 854,129
Total financial assets 74,631,655 11,015,229 56,882,681 115,422,539 16,157,921 274,110,025
Financial liabilities
Deposits from banks 15,293,448 - - - - 15,293,448
Deposits from customers 81,937,221 37,171,921 38,385,238 3,257,584 - 160,751,964
Loans from banks and other
financial institutions 9,692,336 - 9,171,012 45,342,845 - 64,206,193
Debt securities issued 360,891 - 11,083,768 - 11,444,659
Other liabilities 1,386,886 3,189 - - - 1,390,075
Subordinated liabilities - 99,233 81,857 - 8,750,000 8,931,090
Total financial liabilities 108,309,891 37,635,234 47,638,107 59,684,197 8,750,000 262,017,429
Maturity surplus/ (shortfall) (33,678,236) (26,620,005) 9,244,574 55,738,342 7,407,921 12,092,596




The assets and liabilities of the Bank analysed over the remaining
period from the balance sheet date to contractual maturity are as at
31 December 2006 as follows:

Up to 1-3 3-12 1-5 Over Total
in EUR 1 month months months years 5 years
Financial assets
Cash and cash with Central Bank 50,793,413 - - - - 50,793,413
Loans and advances banks 4,549,291 - - - - 4,549,291
Investment securities, available-for-sale - - - - 7,295 7,295
Loans and advances to customers 8,144,955 9,482,808 45,138,650 82,426,311 8,809,558 154,002,282
Other assets 769,953 130,677 111,179 186 - 1,011,995
Total financial assets 64,257,612 9,613,485 45,249,829 82,426,497 8,816,853 210,364,276
Financial liabilities
Deposits from banks 297,546 1,136,900 - - - 1,434,446
Deposits from customers 54,578,768 31,688,837 27,547,310 3,042,814 - 116,857,729
Loans from banks and other
financial institutions 12,929,546 2,996,890 12,307,263 33,544,803 - 61,778,502
Debt securities issued 371,892 11,789,929 - 12,161,822
Other liabilities 1,335,776 - - - - 1,335,776
Subordinated liabilities - 99,233 17,675 - 5,000,000 5,116,908
Total financial liabilities 69,141,636 36,293,752 39,872,248 48,377,546 5,000,000 198,685,182
Maturity surplus/ (shortfall) (4,884,024) (26,680,267) 5,377,581 34,048,951 3,816,853 11,679,094

f) Taxation risk

On 1 January 2007 Romania became a member of the European
Union (‘EU”) and therefore has to apply detailed and complex rules
on the basis of the EU Treaties, Regulations and Directives. The
Company has to conform to EU legislation from 1 January 2007 and,
therefore, it has prepared to apply the changes arising from the
EU legislation. These changes have been implemented, however
the tax authorities have up to 5 years to audit the way these chang-
es were implemented.

Interpretation of the text and practical implementation procedures
of the newly enforced EU tax regulations could vary, and there is a
risk that certain transactions, for example, could be viewed differ-
ently by the tax authorities as compared to the Company‘s treat-
ment.

Furthermore, the Romanian Government has a number of agencies
that are authorized to conduct audits (controls) of companies oper-
ating in Romania. These controls are similar in nature to tax audits
performed by tax authorities in many countries, but may extend
not only to tax matters but to other legal and regulatory matters in
which the applicable agency may be interested. It is likely that the
Bank will continue to be subject to regular controls as new laws and
regulations are issued.

g) Operating environment

On 1 January 2007 Romania became a member of the European
Union and therefore the laws and regulations applicable to finan-
cial institutions have been adapted to comply with the detailed
and complex rules on the basis of the EU Treaties, Regulations and
Directives.

Although a member of the European Union, the economy of Roma-
nia continues to display certain macroeconomic imbalances, such
as a high current account deficit, a relatively uncomplex financial
market and fluctuations in the foreign currency exchange rates.
From mid 2007 onwards recent months the international financial
markets have experienced a number of effects that can be traced
back to the concerns over the US sub-prime mortgage market.
These range from specific concerns over the underlying value

of certain asset classes to the broader impact of widening credit
spreads and market illiquidity on asset values, and the ability of
financial organizations to meet their financing requirements in an
orderly and low cost manner.

The effects of these on the Romanian financial markets have been
seen in the form of fall in the capital markets and a forecasted in-
crease in financing interest rates on the medium term due to world-
wide liquidity conditions. Nevertheless, given the market condi-
tions and uncertainties that are likely to exist throughout the first
periods of 2008, other effects may be felt beyond the date of these
financial statements.

h)  Capital management

Regulatory capital

The Bank’s regulator, NBR (National Bank of Romania), sets and
monitors capital requirements. In implementing current capital
requirements NBR requires the Bank to maintain a prescribed ratio
of total capital to total risk — weighted assets (12%).

The Bank’s regulatory capital is analyzed into two tiers:

e Tier 1 capital, which includes ordinary share capital, share pre-
mium, retained earnings, legal, statutory and other reserves,
and other regulatory adjustments relating to items that are
included in equity but are treated differently for capital ade-
quacy purposes;

e Tier 2 capital, which includes qualifying subordinated liabili-
ties, other long term debt, fair value reserves for fixed assets
and other regulatory adjustments.

Various limits are applied to elements of the capital base. Qualify-
ing tier 2 capital cannot exceed tier 1 capital; qualifying term sub-
ordinated loan and preference shares capital may not exceed 50
percent of tier 1 capital.

The Bank complied with all externally imposed capital require-
ments throughout the period.



The Bank’s regulatory capital position* at 31 December 2007 was
as follows:

in EUR 2007 2006
Tier 1 capital

Ordinary share capital 19,456,501 20,771,168
Share premium

Retained earnings (526,295) (1,756,827)
Less intangible assets (613,941) (898,310)
Other regulatory adjustments

(equity investments) (3,776) -
Total 18,312,489 18,116,031
Tier 2 capital

Revaluation reserve (fixed assets) - -
Qualifying subordinated

liabilities 8,750,000 5,000,000
Other regulatory adjustments

(equity investments) - -
Total 8,750,000 5,000,000
Total regulatory capital 27,062,489 23,116,031

Risk-weighted assets
Capital ratios

Total regulatory capital
expressed as a percentage of

223,989,066 164,585,995

total risk-weighted assets 12.08% 14.04%
Total tier 1 capital

expressed as a percentage of

risk-weighted assets 8.18% 11.01%

*) This calculation is based on statutory figures. Please refer to Note 32.

Capital allocation

The allocation of capital between specific operations and activities
is driven by the principle that no activity or operation should take
more risk than it can bear. This rule is put into operations using an
“economic capital” or “value at risk” model. At all times, the pre-
defined, economic Tier 1 and Tier 2 capital has to be available to
cover potential losses.

i) Operational risks

Operational risk is the risk of direct or indirect loss arising from a
wide variety of causes associated with the Bank’s processes, per-
sonnel, technology and infrastructure, and from external factors
other then credit, market and liquidity risk such those arising from
legal and regulatory requirements and generally accepted stan-
dards of corporate behavior. Operational risks arise from all of the
Bank’s operations and are faced by all business entities.

The Bank’s objective is to manage operational risk so as to balance
the avoidance of financial losses and damage to the Bank’s reputa-
tion with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.

The primary responsibility for the development and implementa-

tion of controls to address operational risk is assigned to senior

management within each business unit. This responsibility is sup-

ported by the development of overall Bank standards for the man-

agement of operational risk in the following areas:

e Requirements for appropriate segregation of duties, including
the independent authorization of transactions

e Requirements for the reconciliation and monitoring of trans-
actions

e Compliance with regulatory and other legal requirements

e Documentation of controls and procedures

e Requirements for the periodic assessment of operational risk
faced, and the adequacy of controls and procedures to address
the risks identified

e Requirements for the reporting of operational losses and pro-
posed remedial action

e Development of contingency plans

e Training and professional development

e Ethicaland business standards

e Risk mitigation, including insurance where this is effective.

Compliance with Bank standards is supported by a programme

of periodical reviews undertaken by Internal Audit. The results of

Internal Audit reviews are discussed with the management of the

business unit to which they relate, with summaries submitted to

the Audit Committee and senior management of the Bank.

5. Use of estimates and judgements

The Bank makes estimates and assumptions that affectthereported
amounts of assets and liabilities within the next financial year. Es-
timates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the cir-
cumstances.

Impairment losses on loans and advances

The Bank reviews its loan portfolios to assess impairment at least
on a semi-annual basis. In determining whether an impairment loss
should be recorded in the income statement, the Bank makes judg-
ments as to whether there is any observable data indicating that
there is a measurable decrease in the estimated future cash flows
from a portfolio of loans before the decrease can be identified with
an individual loan in that portfolio. This evidence may include ob-
servable data indicating that there has been an adverse change
in the payment status of borrowers in a group, or national or local
economic conditions that correlate with defaults on assets in the
group. Management uses estimates based on historical loss expe-
rience for assets with credit risk characteristics and objective evi-
dence of impairment similar to those in the portfolio when schedul-
ing its future cash flows. The methodology and assumptions used
for estimating both the amount and timing of future cash flows are
reviewed regularly to reduce any differences between loss esti-
mates and actual loss experience.

6. Segment reporting

The business segment reporting format is the Bank primary basis
of segment reporting. Transactions between business segments
are conducted at arm’s length.

The Bank is currently in the process of amending the existing appli-
cations and adjusting existing internal financial reporting to sup-
port identification of the lower level reportable business segments
and related segment information within its business segments.
Segment assets and liabilities include items directly attributable
to asegment as well as those that can be allocated on a reasonable
basis. Unallocated items mainly comprise property and equipment,
intangible assets, other assets and other liabilities and taxation.



The Bank’s segment reporting as at 31 December 2007 comprises

the following main business segments:

® Banking for medium entities — within corporate banking the
Bank provides corporations with a range of banking products
and services, including lending and deposit taking, providing

cash management, foreign commercial business.

e Banking for Small entities and Individuals — the Bank provides
individuals and legal entities with a range of banking products
and services, including lending (consumer loans, vehicles pur-
chase, personal needs, and mortgages), savings and deposit
taking business, payment services and securities business.

e Unallocated - within other the Bank incorporates financial
products and services provided to or by financial institutions
including money market and treasury operations, syndicated

loans taken and bonds issued, foreign currency.

Small entitites
in EUR 2007 2006
Assets
Cash and balances
with National Bank
of Romania - - -
Loans and

advances to banks - - -

2007

Loans and
advances to
customers
Investment
securities,
available-

111,188,181 80,956,806 75,475,286

for-sale - - -
Property and

equipment - - -
Intangible assets - - -
Other assets - - -
Total assets 111,188,181 80,956,806 75,475,286

Liabilities

Deposits

from banks - - -
Deposits from
customers 15,420,399 12,341,233 88,418,985
Loans from

banks and

other financial

institutions* - - -
Debt securities

issued - - -
Subordinated

liabilities - - -
Deferred tax

liabilities - - -
Other liabilities - - -
Total liabilities 15,420,399 12,341,233 88,418,985

Individual
2006

57,453,074

57,453,074

62,493,871

62,493,871

Medium entities
2007 2006

21,849,552 15,592,402

21,849,552 15,592,402

56,912,580 42,022,625

56,912,580 42,022,625

2007

62,868,569

1,770,076

104,232
6,659,977

664,839

854,129
72,921,822

15,293,448

64,206,193
11,444,659
8,931,091
267,254

1,390,075
101,532,720

Unallocated Total
2006 2007 2006
50,793,413 62,868,569 50,793,413
4,549,291 1,770,076 4,549,291

208,513,019 154,002,282

7,295 104,232 7,295
7,023,014 6,659,977 7,023,014
911,659 664,839 911,659
1,011,995 854,129 1,011,995

64,296,667 281,434,841 218,298,949

1,434,446 15,293,448 1,434,446

- 160,751,964 116,857,729

61,778,502 64,206,193 61,778,502
12,161,821 11,444,659 12,161,821
5,116,908 8,931,091 5,116,908
103,739 267,254 103,739
1,335,776 1,390,075 1,335,776

81,931,192 262,284,684 198,788,921

* Included in “Loans from banks and other financial institutions” is

EUR 49,808,945, borrowings from European Bank for Reconstruction

and Development and Citibank Romania taken as source of funding for

the Smalland Medium segments.



Small entitites Individual Medium entities Unallocated Total
in EUR 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
Interest and
similarincome 19,513,476 13,138,001 13,245,879 9,323,720 3,834,587 2,530,399 1,179,944 602,829 37,773,886 25,594,949
Interest
expense (*) (197,766)  (158,851) (5,270,043) (3,021,136) (3,045,003) (1,866,749) (8,150,404) (4,846,112) (16,663,216) (9,892,848)
Net interest
income 19,315,710 12,979,150 7,975,836 6,302,584 789,584 663,650 (6,970,460) (4,243,283) 21,110,670 15,702,101
Fees and
commission
income 1,863,500 1,373,929 922,853 553,978 1,058,885 537,048 449,432 190,088 4,294,670 2,655,043
Fees and
commission
expense - - - - - (453,274) (325,653)  (453,274) (325,653)
Net fee and
commission
income 1,863,500 1,373,929 922,853 553,978 1,058,885 537,048 (3,842)  (135,565) 3,841,396 2,329,390
Net trading
income - - - - - 897,896 529,889 897,896 529,889
Other operating
income - - - - - 77,800 65,067 77,800 65,067
Operating
income 21,179,210 14,353,079 8,898,689 6,856,562 1,848,469 1,200,698 (6,974,302) (4,378,848) 25,927,762 18,626,447
Net impairment
losses on
financial assets (1,166,102) (654,784) (888,786)  (435,317) (97,272) (34,777) 1,956 (19,712) (2,150,204) (1,144,590)
Operating
expenses - - - - - (22,647,042) (15,863,592) (22,647,042) (15,863,592)
Income tax
expense - - - - - - (183,990) (117,690)
Net profit for
the year - - - - - - 946,526 1,500,575
* Included in “Interest expanses” is EUR 4,969,270, borrowings from
European Bank for Reconstruction and Development and Citibank Roma-
nia taken as source of funding for the Small and Medium segments.
7. Financial assets and liabilities
Accounting classifications and fair values
Notes Trading Designated Held Loans Available Other Total Fair
at to and for  amortised carrying value
in EUR fairvalue maturity receivables sale cost amount
31 December 2007
Cash and balances
with Central Bank 15 - - - 62,868,569 - - 62,868,569 62,868,569
Loans and advances
to banks 16 - - - 1,770,076 - - 1,770,076 1,769,790
Loans and advances
to customers 18 - - - 208,513,019 - - 208,513,019 212,272,456
Investment securities,
available for sale 17 - - - - 104,232 - 104,232 104,232
Total financial assets - - - 273,151,664 104,232 - 273,255,896 277,015,047
Deposits from banks 22 - - - - - 15,293,448 15,293,448 15,296,704
Deposits from
customers 23 - - - - - 160,751,964 160,751,964 161,154,507
Loans from banks
and other financial
institutions 24 - - - - - 64,206,193 64,206,193 63,417,415
Debt securities issued 25 - - - - - 11,444,659 11,444,659 11,444,659
Subordinated liabilities 27 - - - - - 8,931,091 8,931,091 8,931,091
Total financial liabilities - - - - - 260,627,355 260,627,355 260,244,376




Notes Trading Designated Held Loans Available Other Total Fair
at to and for  amortised carrying value
in EUR fairvalue maturity receivables sale cost amount
31 December 2006
Cash and balances
with Central Bank 15 - - - 50,793,413 - - 50,793,413 50,793,413
Loans and advances
to banks 16 - - - 4,549,291 - - 4,549,291 4,548,762
Loans and advances
to customers 18 - - - 154,002,282 - — 154,002,282 156,989,734
Investment securities,
available for sale 17 - - - - 7,295 - 7,295 7,295
Total financial assets - - - 209,344,986 7,295 - 209,352,281 212,339,204
Deposits from banks 22 - - - - - 1,434,446 1,434,446 1,435,537
Deposits from
customers 23 - - - - - 116,857,729 116,857,729 117,009,720
Loans from banks
and other financial
institutions 24 - - - - - 61,778,502 61,778,502 62,228,442
Debt securitiesissued 25 - - - - - 12,161,821 12,161,821 12,161,821
Subordinated liabilities 27 - - - - - 5,116,908 5,116,908 5,200,845
Total financial liabilities - - - - - 197,349,406 197,349,406 198,036,365
Net interest income 9. Netfee and commission income
in EUR 2007 2006 in EUR 2007 2006
Interest income Fee and commission income
Interest and similar income arising from: Fees and commission income arising from:
Cash and balances with Transactions 3,076,389 1,941,917
National Bank of Romania 907,090 374,088 Loan administration and
Loans and advances to banks 272,854 228,741 guarantee issuance 1,161,890 685,916
Loans and advances to customers, Other 56,391 27,210
out of which: 36,576,822 24,968,357 Total fee and commission income 4,294,670 2,655,043
Impaired loans and advances
to customers 17,120 23,763 Interest expense and similar charges
Investment securities, Fee and commission expense arising from:
available-for-sale - - Inter bank transaction fees 412,314 280,882
Total interest income 37,773,886 25,594,949 Loans and guarantees
received from banks 23,306 28,499
Interest expense Other 17,654 16,272
Interest expense arising from: Total fee and commission expense 453,274 325,653
Deposits from banks 192,059 1,178,178 Net fee and commission income 3,841,396 2,329,390
Deposits from customers 8,512,812 5,046,736
Loans from banks and other
financial institutions 6,176,426 2,761,227 10. Net trading income
Debt securities issued 1,082,052 792,066
Subordinated liabilities 699,867 114,641 in EUR 2007 2006
Total interest expense 16,663,216 9,892,848 Net gain from transactions
in foreign currency 1,027,931 571,928
Net interest income 21,110,670 15,702,101 Net loss from translation
of foreign currency denominated
assets and liabilities (130,035) (42,039)
Net trading income 897,896 529,889




11. Netimpairment loss on financial assets

(i) Subject to future General Shareholder’s Assembly decision, the

Bank will use the general banking risks reserve to cover the prior

in EUR 2007 2006 years losses or for incorporation within the share capital (refer to
Impairment charge on loans Note 29).
and advances to customers 4,324,493 2,558,256
Release of the impairment for Reconciliation of effective tax rate
oans and advances to customers
from change in estimates (777,424) (1,028,550) in EUR 2007 2006
Release of the impairment Profit before tax 1,130,516 1,618,265
for loans and advances to Taxation at statutory rate
customers through usage (1,002,209) (468,089) of 16% (2006: 16%) 180,883 258,922
Loans written-off - 502,438 Non-deductible expenses 80,630 88,683
Recoveries from loans and Non-taxable revenues (17,177) (55,539)
advances to customers (396,611) (439,177) Tax effect of other non-temporary
Impairment charge on differences (244,336) (292,066)
equity investments 1,955 19,712 Origination and reversal of
Net charge of provision temporary differences 183,990 117,690
for impairment losses 2,150,204 1,144,590 Taxation in the income statement 183,990 117,690
12. Other operating expenses 15. Cash and balances with National Bank of Romania
in EUR 2007 2006 in EUR 31 Dec 2007 31 Dec2006
Advertising and promotion expenses 926,096 965,074 Minimum compulsory reserve 53,698,412 42,105,575
Consumables expenses 748,152 847,322 Cash on hand and cash in ATMs 7,710,652 7,034,053
Post and telecommunication Other balances with
expenses 764,866 721,867 National Bank of Romania 1,459,505 1,653,785
Travel expenses 505,949 463,390 Total 62,868,569 50,793,413
Repairs and maintenance expenses 539,116 437,510
Other tax expenses 1,637,247 416,357 At 31 December 2007 the minimum compulsory reserve, held with
Electricity expenses 284,162 212,346 the National Bank of Romania, was established at 20% for RON and
Insurance expenses 213,945 179,313 40% for USD or EUR (31 December 2006: 20% for RON and 40%
Representative expenses 189,791 136,863 for USD or EUR) denominated funds attracted. The balance of man-
Contribution to deposit datory reserve can vary on a daily basis. The interest paid by the
guarantee fund 68,151 86,150 National Bank of Romania for the reserve held by banks was 2.5%
Other operating expenses 1,091,006 806,355 p.a. for RON denominated reserves, 1.35% p.a. for EUR and 1.2%
Total 6,968,481 5,272,547 p.a. for USD denominated reserves. The mandatory reserve can be
used in the Bank’s day to day activities providing the average bal-
ance for the month is maintained within required formula.
13. Personnel expenses
in EUR 2007 2006 16. Loans and advances to banks
Salaries and social security
contributions 9,912,073 6,919,428 in EUR 31 Dec2007 31 Dec2006
Training and recruiting expenses 181,703 108,213 Current accounts with banks 442,401 380,171
Total 10,093,776 7,027,641 Deposits with banks 1,327,675 4,169,120
Total 1,770,076 4,549,291
14. Taxation Current accounts held at other banks are at immediate disposal of
the Bank. The loans and advances to banks are unencumbered.
in EUR 2007 2006
Current tax expense - -
Deferred tax expense 183,990 117,690 17. Investment securities, available-for-sale
Total income tax expense 183,990 117,690

Deferred taxes

The deferred tax assets and liabilities are attributable to the items

detailed in the table below:

in EUR
Property and equipment

and intangible assets 25,313
Loans and advances to customers 27,832
Provision for impairment of loans (91,035)
Banking risk reserve (i) (273,285)
Fiscal loss 43,921
Deferred tax liability (267,254)

31 Dec2007 31 Dec2006

20,460
29,711
(153,910)

(103,739)

in EUR 31 Dec 2007
Equity investments available-for-sale
Investment in subsidiaries =
Less provision for impairment

loss on equity investments -
Other unlisted equity investments 104,232
Total 104,232

31 Dec 2006
733,012
(733,012)

7,295
7,295

The subsidiary accounted for, by the Bank, under investment in
subsidiaries as at 31 December 2006, Microroenterprise Credit

Romania SA, was liquidated in July 2007.



18. Loans and advances to customers

in EUR 31 Dec 2007
Loans and advances to customers 213,834,813
Out of which:

Accrued interest on impaired loans 33,071
Less provision for impairment
losses on loans and advances
to customers (5,321,794)

Total 208,513,019

31 Dec 2006
157,278,207

13,974

(3,275,925)
154,002,282

The provision for impairment losses on loans and advances to cus-

tomers can be further analysed as follows:

The Bank’s commercial lending is concentrated on micro and small
size companies domiciled in Romania. Economic sector risk con-

centrations within the customer loan portfolio were as follows:

in EUR 31 Dec 2007
Services 75,607,889
Trade 68,831,755
Industry 48,930,923
Individuals, mortgage loans 5,685,253
Individuals, consumer loans 3,734,519
Others 11,044,474

Total loans and advances to
customers before provisions
Less provision for impairment
losses on loans and advances
to customers

Total

213,834,813

(5,321,794)
208,513,019

31 Dec 2006
59,424,731
47,610,963
32,752,258
7,252,136
3,086,355
7,151,764

157,278,207

(3,275,925)
154,002,282

in EUR 31 Dec 2007 31 Dec 2006

Balance at the beginning

of the year 3,275,925 2,564,804

Charge of impairment loss to

income statement for collectively

impaired loans and advances 4,309,715 2,476,530

Charge of impairment loss to

income statement for individually

impaired loans and advances 14,778 81,726

Release of impairment loss to

income statement for collectively

impaired loans and advances (1,779,633) (1,496,639)

Release of impairment loss to

income statement for individually

impaired loans and advances - -

Exchange rate differences (498,991) (350,496)

Balance at the end of the year 5,321,794 3,275,925
19. Intangible assets

in EUR Total

Cost

At 1 January 2007 1,556,675

Additions 278,698

Effect of exchange rate (98,527)

At 31 December 2007 1,736,846

Accumulated amortisation

At 1 January 2007 645,016

Amortisation charge for the year 506,071

Effect of exchange rate (79,080)

At 31 December 2007 1,072,007

Net book value

at 31 December 2007 664,839

Cost

At 1 January 2006 698,806

Additions 796,826

Effect of exchange rate 61,043

At 31 December 2006 1,556,675

Accumulated amortisation

At 1 January 2006 287,341

Amortisation charge for the year 325,958

Effect of exchange rate 31,717

At 31 December 2006 645,016

Net book value
at 31 December 2006

911,659




20. Property and equipment

Leasehold Furniture and Motor Construction Total
in EUR improvements computer equipment vehicles in progress
Cost
At 1 )January 2007 3,730,250 5,662,515 681,979 89,887 10,164,631
Additions 963,215 1,022,937 134,507 119,880 2,240,539
Disposals - (49,198) - (89,887) (139,085)
Effect of exchange rate (236,098) (358,395) (43,164) - (637,657)
At 31 December 2007 4,457,367 6,277,859 773,322 119,880 11,628,428
Accumulated depreciation
At 1 )January 2007 857,988 2,041,726 241,903 - 3,141,617
Depreciation charge for the year 710,340 1,377,832 156,388 - 2,244,560
Disposal - (49,198) - - (49,198)
Effect of exchange rate (108,000) (220,174) (40,354) - (368,528)
At 31 December 2007 1,460,328 3,150,186 357,937 - 4,968,451
Net book value
At 31 December 2007 2,997,039 3,127,673 415,385 119,880 6,659,977
Leasehold Furniture and Motor  Construction Total
in EUR improvements computer equipment vehicles in progress
Cost
At 1 January 2006 2,230,890 2,826,786 308,160 89,252 5,455,088
Additions 1,221,966 2,591,927 360,398 89,887 4,264,178
Disposals (7.373) (3,125) (11,574) (89,252) (111,324)
Effect of exchange rate 284,767 246,927 24,995 - 556,689
At 31 December 2006 3,730,250 5,662,515 681,979 89,887 10,164,631
Accumulated depreciation
At 1 January 2006 383,694 1,139,410 128,173 - 1,651,277
Depreciation charge for the year 426,673 764,071 105,370 - 1,296,114
Disposal (4,178) (1,117) (7,326) - (12,621)
Effect of exchange rate 51,799 139,362 15,686 - 206,847
At 31 December 2006 857,988 2,041,726 241,903 - 3,141,617
Net book value
At 31 December 2006 2,872,262 3,620,789 440,076 89,887 7,023,014

Operating leases

Non-cancellable operating lease rentals are payable as follows:

in EUR 31 Dec2007 31 Dec2006
Less than one year 2,936,653 1,861,885
Between one and five years 8,560,935 5,588,553
More than five years 1,814,953 1,392,382
Total 13,312,541 8,842,820
21. Otherassets

in EUR 31 Dec 2007 31 Dec 2006
Prepayments 376,298 330,414
Sundry debtors 23,246 12,410
Advances for fixed assets

in progress 131,377 375,004
Other receivables 323,208 294,167
Total 854,129 1,011,995




22. Deposits from banks

in EUR 31 Dec 2007 31 Dec2006
Term deposits 15,293,448 1,434,446
Total 15,293,448 1,434,446

23. Deposits from customers

in EUR 31 Dec 2007 31 Dec 2006
Individuals

Term deposits 66,477,235 50,632,865
Current deposits 20,622,419 11,058,843
Collateral deposit 239,949 161,783
Corporate customers

Term deposits 47,271,524 39,099,313
Current deposits 25,911,860 15,564,446
Collateral deposit 228,977 340,479
Total 160,751,964 116,857,729

24. Loans from banks and other financial institutions

in EUR 31 Dec 2007 31 Dec 2006

Commerzbank International (i) - 3,019,326
Kreditanstalt fur Wiederaufbau

(“KFW™) (ii) 3,519,498 9,674,964
German Romanian Fund (iii) - 1,518,030
European Bank for

Reconstruction and

Development (iv) 9,072,299 14,830,575
International Finance

Corporation (v) 9,652,864 -
Deutsche Investitions und

Entwicklungsgesellchaft Gmbh

(“DEG*) (vi) - 3,021,380
Citibank (vii) 41,961,532 29,714,227
Total 64,206,193 61,778,502

(i) Loan from Commerzbank International

In February 2004 the Bank concluded a loan agreement with Com-
merzbank in amount of EUR 3,000,000 with the purpose of refi-
nancing other loans. The loan was fully drawn as at 31 December
2006. The loan bears an interest rate of 6 months Euribor plus mar-
gin and it was fully repaid in February 2007.

(ii) Loan from KfwW

In June 2004 the Bank concluded a loan agreement with KfW
amounting to EUR 1,480,000 with the purpose of refinancing other
loans. The loan bears an interest rate of 6 months Euribor plus mar-
ginandisrepayable starting from June 2008 in 2 equal semi-annual
instalments. The loan was took over in March 2006 from EFSE
(European Fund of South and East Europe), managed by Citibank.
In August 2005 the Bank concluded a loan agreement with KfW
amounting to EUR 2,000,000 with purpose of refinancing other
loans. The loan bears an interest rate of 6 months Euribor plus mar-
gin and is repayable starting from June 2008 in 2 equal semi-an-
nual instalments. The loan was took over in March 2006 from EFSE
(European Fund of South and East Europe), managed by Citibank.
In December 2004 the Bank concluded with KfW a loan agreement
amounting to EUR 6,000,000. The loan was fully drawn as at year
end. The loan bears a fixed interest rate and it was fully repayable
in December 2007.

(iii) Loan from GRF
In October 2003 the Bank concluded with GRF a loan agreement
amounting to EUR 1,500,000 with the purpose of granting micro-

financeloans. Theloanwasfullydrawnasatyearend. Theloanbears
an interest rate of 3 months Euribor plus margin and is repayable in
equalquarterlyinstalmentsofEUR375,000eachstartingfromjJanuary
2007 untilOctober 2007. The loan was fully repaid in October 2007.

(iv) Loan from EBRD

In October 2003 the Bank concluded with the European Bank for
Reconstruction and Development (“EBRD”) a loan agreement
amounting to EUR 5,000,000 with the purpose of granting micro-
finance loans. The outstanding principal ofthe loanasfor31 Decem-
ber 2007 was EUR 833,333 (31 December 2006: EUR 2,500,000).
The loan bears an interest rate of 6 months Euribor plus margin and
is repayable in June 2008.

In May 2005 the Bank concluded with European Bank for Recon-
struction and Development (“EBRD”) amounting to EUR 12,390,000
with the purpose of granting loans to SME’s. The outstanding prin-
cipal of the loan as for 31 December 2007 was EUR 8,260,000
(31 December 2006: EUR 10,325,000). The loan bears an interest
rate of 6 months Euribor plus margin and is repayable starting from
June 2007 in equal semi-annually instalments of EUR 2,065,000
each until December 2009.

(v) Loan from International Finance Corporation (IFC)

In June 2007 the Bank concluded with International Finance
Corporation a loan agreement amounting RON 34,050,000
(EUR 9,431,610). The loan bears a variable interest rate linked to
6 months SWAP rate (the swap market, being the Leu fixed rate
quoted to IFC for a Leu/Dollar swap transaction between IFC and a
swap counterparty selected by IFC)plus margin, repayable in equal
semi-annual instalments of RON 4,864,286 (EUR 1,347,373) each
starting from August 2009 till August 2012.

(vi) Loan from DEG

In April 2004 the Bank concluded a loan agreement with DEG
amounting to EUR 3,000,000 with the purpose of refinancing other
loans. The loan was fully drawn as at year end. The loan bears an
interest rate of 6 months Euribor plus margin. The loan was fully
repaid in May 2007.

(vii) Loan from Citibank Romania SA

InOctober2006 the Bank concluded with Citibank a syndicated loan
agreement amounting to 150,000,000 RON. The drawn amount the
end of 2007 was 150,000,000 RON (EUR 41,548,945). The drawn
amount the end of 2006 was 100,000,000 RON (EUR 361,020,000).
The loan bears an interest rate of 6 months BUBOR plus margin and
is repayable in equal semi-annual instalments of RON 25,000,000
each starting from April 2009 until October 2011.

The loan agreement with IFC requires the Bank to comply with cer-
tain financial ratios (financial covenants). As at 31 December 2007
the Bank did not comply with negative maturity gap of the financial
covenants required in the agreements with IFC. As a consequence,
the balance of the loans has been presented in the liquidity note as
due as at year end.

25. Debt securities issued

in EUR 31 Dec 2007 31 Dec 2006
Principal (i) 11,148,967 11,902,298
Deferred commission (65,198) (125,753)
Accrued interest 360,890 385,276
Total 11,444,659 12,161,821




(i) In March 2006 the Bank issued corporate bonds in nominal
value of RON 40,250,000 (i.e. EUR 11,148,967 as at 31.12.2007
and EUR 11,902,298 as at 31.12.2006). The interest rate is 8.5%
p.a. and is paid semi-annually. The final maturity is 12th of Feb-
ruary 2009. The bonds issuance was intermediated by BCR Secu-
rities S.A.. The bonds are publicly listed on the Bucharest Stock
Exchange since 12 February 2007 (symbol PRCRo9). The fair value
of the debt securities issued is disclosed in Note 7.

26. Other liabilities

in EUR
Salaries and related contributions

31 Dec2007 31 Dec2006

27. Subordinated liabilities

in EUR 31 Dec 2007 31 Dec 2006
Principal (i) 8,750,000 5,000,000
Accrued interest 181,091 116,908
Total 8,931,091 5,116,908

(i) In August 2006 the Bank received a EUR 3,000,000 subordi-
nated loan from ProCredit Holding AG bearing a fixed interest rate.
The loan is repayable in August 2016. In November 2006 the Bank
received a EUR 2,000,000 subordinated loan from ProCredit Hold-
ing AG bearing a fixed interest rate. In April 2007 the Bank received
a EUR 3,500,000 subordinated loan from ProCredit Holding AG
bearing a fixed interest rate. The loan is repayable EUR 5,000,000

and taxes payables 823,565 723,156 in October 2016 and EUR 3,500,000 in April 2017.
Sundry creditors 566,510 612,620
Total 1,390,075 1,335,776
28. Issued capital
The issued capital of the Bank is represented by 7,024,186 shares
(31 December 2006: 7,024,186 shares) of RON 10 each, equivalent
to USD 14,600,000.02 and EUR 6,000,000.75 respectively at the
dates of contribution. The shareholders of the Bank at 31 December
2007 and 31 December 2006 were as follows:
2007 2006
Shareholders Number of shares % Number of shares %
ProCredit Holding AG (i) 2,263,083 32.22 2,263,083 32.22
Commerzbank Aktiengesellschaft 1,476,925 21.03 1,476,925 21.03
European Bank for Reconstruction and Development 1,160,823 16.53 1,160,823 16.53
Deutsche Investitions- und Entwicklungsgesellschaft Gmbh - - 927,824 13.21
Kreditanstalt fur Wiederaufbau (KfW) (i) 927,824 13.21 - -
International Finance Corporation (i) 846,910 12.06 846,910 12.06
Internationale Projekt Consult Gmbh 348,621 4.96 348,621 4.96
Total 7,024,186 100.00 7,024,186 100.00

(i) During 2007 ProCredit Holding AG took over the participation
of International Finance Corporation in ProCredit Bank SA. At cur-
rent date, the legal procedures to change the shareholder structure
are pending approval from the regulatory authorities.

29. Reserves

in EUR 31 Dec 2007 31 Dec 2006
Statutory reserve (i) 160,556 96,097
General banking risk reserve (ii) 1,708,008 1,825,908
Total 1,868,564 1,922,005

(i) Statutory reserves represent accumulated transfers from
retained earnings in accordance with local banking regulations
that require 5% of the Bank’s net profit to be transferred to a non-
distributable statutory reserve until such time this reserve repre-
sents 20% of the Bank’s share capital.

(ii) The general banking risks reserve include amounts set aside
in accordance with local banking regulations for future losses and
other unforeseen risks or contingencies, are separately disclosed
as appropriations of profit. The general banking risks reserve was
appropriated from the statutory gross profit at the rate of 1% of the
balance of the assets carrying specific banking risks until the end
of 2006 as required by local legislation.

Subject to future General Shareholder’s Assembly decision, the
Bank will use the general banking risks reserve, in balance as at 31
December 2007, to cover the prior years losses or for incorporation
within the share capital.



30. Cash and cash equivalents

Forthe purposes of the cash flow statement, cash and cash equiva-
lents comprise the following balances with less than 9o days ma-
turity:

in EUR
Cash and other balances

31 Dec 2007 31 Dec 2006

with NBR (Note 15) 9,170,157 8,687,838
Loans and advances to banks

(Note 16) 1,770,076 4,549,291
Total 10,940,233 13,237,129

32. Related party transactions

Transactions with shareholders and other related parties from the
group

The Bank entered into a number of banking transactions with the
related parties in the normal course of business. These trans-
actions were carried out in the normal course of the business on
commercial terms and conditions and at market rate.

The list of related parties and description of the nature of relation-
ship is as follows:

31. Commitments and contingencies

i) Legal proceedings
As at 31 December 2007 and 31.December.2006 there were no sig-
nificant legal proceedings outstanding against the Bank.

ii)  Credit related commitments

The primary purpose of these instruments is to ensure that funds
are available to a customer as required. Guarantees and standby
letters of credit, which represent irrevocable assurances that the
Bank will make payments in the event that a customer cannot meet
its obligations to third parties, carry the same credit risk as loans.
Documentary and commercial letters of credit, which are written
undertakings by the Bank on behalf of a customer authorising a
third party to draw drafts on the Bank up to a stipulated amount
under specific terms and conditions, are collateralised by the un-
derlying shipments of goods to which they relate and therefore
have significantly less risk than a direct borrowing.

Commitments to extend credit represent unused portions of
authorisations to extend credit in the form of loans, guarantees or
letters of credit. With respect to credit risk on commitments to ex-
tend credit, the Bank is potentially exposed to loss in an amount
equaltothetotal unused commitments. However, the likely amount
of loss is considerably less than the total unused commitments
since most commitments to extend credit are contingent upon cus-
tomers maintaining specific credit standards. The Bank monitors
the term to maturity of credit commitments because longer-term
commitments generally have a greater degree of credit risk than
shorter-term commitments.

Name Relationship
Commerzbank Aktiengesellschaft
(and its subsiduares)

Deutsche Investitions- und
Entwicklungsgesellschaft
European Bank for Reconstruction
and Development

International Finance Corporation
Internationale Projekt Consult

Shareholder

Shareholder

Shareholder

Shareholder
Shareholder

ProCredit Holding AG Shareholder
ProCredit Bank Albania Bank of the group
ProCredit Bank Bulgaria Bank of the group
ProCredit Bank Bosnia & Herzegovina Bank of the group
ProCredit Bank Congo Bank of the group
ProCredit Bank Georgia Bank of the group
ProCredit Bank Kosovo Bank of the group
ProCredit Bank Macedonia Bank of the group
ProCredit Bank Serbia and Muntenegru Bank of the group
ProCredit Bank Ukraine Bank of the group

ProCredit Moldova

ProCredit Academy

ProLease Bulgaria

Microenterprise Credit Romania SRL
(liquidated in 2007)

Group company
Group company
Group company

Subsidiary

The parent and ultimate controlling party of the Bank is ProCredit
Holding Germany.

During the year ended 31 December 2007 and the year ended
31 December 2006 the following transactions were carried out with
the shareholders and other related parties from the group:

in EUR 31 Dec 2007 31 Dec 2006
The following table indicates the maximum accounting loss that Loans and advances 400,029 355,593
would be recognised at the balance sheet date if counterparties Other receivable 123,806 60,000
failed completely to perform as contracted: Total assets 523,835 415,593
Deposits - 1,136,900
in EUR 31 Dec 2007 31 Dec 2006 Borrowings 2,431,515 20,871,281
Guarantees given 559,480 469,925 Other liabilities 61 11,281
Commitments to extend credit 4,081,196 2,432,822 Subordinated liabilities 8,931,091 5,116,908
Total 4,640,676 2,902,747 Total liabilities 11,362,667 27,136,370
The Bank issues guarantees and letters of credit on behalf of its
customers. The credit risk on guarantees is similar to that arising in EUR 2007 2006
from granting of loans. In the event of a claim on the Bank as a Interest income 441 43,774
result of a customer’s default on a guarantee these instruments Net fees and commissions (3,658) (7,385)
also present a degree of liquidity risk to the Bank. At 31 December Other revenue 5,565 27,497
2007 no provision has been established for risks arising from off Income 2,348 63,886
balance sheet commitments (31 December 2006: nil). Interest expense (2,474,022) (1,746,846)
In accordance with the requirements of the Emergency Government Other expense (449,925) (399,100)

Ordinance no. 23 / 22 March 2006, the Bank signed a stand-by
liquidity agreement for one year with the Banking Deposits Guaran-
tee Fund for a maximum amount of EUR 698,145. No amounts were
drawn from this facility.

Expense (2,923,947)  (2,145,946)




Transactions with key management personnel

in EUR 31 Dec 2007 31 Dec 2006
Management salaries 1,301,011 591,775
Total expenses 1,301,011 591,775

33. Reconciliation of profit under IFRS and Romanian Accounting
Standards as stipulated in Order No. 5/2005 issued by
the National Bank of Romania Governor on the approval of
accounting regulations compliant with EU Directives and
applicable to credit institutions

in EUR 2007 2006
Profit for the year under

Romanian Accounting Standards 1,481,716 934,326
Adjustments for net charge of

provisions (359,243) 794,387
Deferred tax expenses (183,989) (117,690)
Other items 8,042 (110,448)
Profit for the year under IFRS 946,526 1,500,575

The profit for the year under Romanian Accounting Standards as
stipulated in Order No. 5/2005 issued by the National Bank of
Romania Governor on the approval of accounting regulations com-
pliant with EU Directives and applicable to credit institutions pre-
sented above may change due to issuance of the statutory financial
statements pursuant to IFRS financial statements approval.

34. Reconciliation of equity under IFRS and Romanian Accounting
Standards as stipulated in Order No. 5/2005 issued by
the National Bank of Romania Governor on the approval of
accounting regulations compliant with EU Directives and
applicable to credit institutions

in EUR 31 Dec2007 31 Dec2006

Equity under Romanian

Accounting Standards 19,180,580 19,016,962
Loans related adjustments 395,020 742,388

Fixed assets related adjustments (158,207) (125,776)
Deferred tax (267,236) (127,222)
Otheritems - 3,676

Equity under IFRS 19,150,157 19,510,028

The equity as at 31 December 2007 under Romanian Accounting
Standards as stipulated in Order No. 5/2005 issued by the National
Bank of Romania Governor on the approval of accounting regula-
tions compliant with EU Directives and applicable to credit institu-
tions presented above may change due to issuance of the statu-
tory financial statements pursuant to IFRS financial statements
approval.

Exchange rate as of December 31, 2007: 1 EUR=3.6102 RON




Contact Addresses

Head Office

Bucharest

62 — 64 Buzesti str., Sector 1
Bucharest

Tel: +40 - (0)21 - 201.60.00
Fax: +40 - (0)21 - 305.56.63
headoffice@procreditbank.ro
www.procreditbank.ro

Branches

Alexandria Branch

185 Libertatii str.
Alexandria

Tel: +40 - (0)247 - 310.028
Fax: +40 - (0)247 - 306.288

info.alexandria@procreditbank.ro

Arad Branch

Piata Spitalului, Bl. H

Arad

Tel: +40 - (0)257 — 338.408
Fax: +40 — (0)257 —338.428
info.arad@procreditbank.ro

Bacau Branch*

90 and 104 B, Calea Marasesti
Bacau

Tel: +40 - (0)234 — 206.330
Fax: +40 - (0)234 — 206.336
info.bacau@procreditbank.ro

Baia Mare Branch

9 Unirii str.

Baia Mare

Tel: +40 — (0)262 — 222.888

Fax: +40 - (0)262 - 206.350
info.baiamare@procreditbank.ro

Braila Branch

49 Mihai Eminescu str.,
Braila

Tel: +40 — (0)239 — 611.527
Fax: +40 - (0)239 - 611.528
info.braila@procreditbank.ro

Brasov Branch

90 Calea Bucuresti

Brasov

Tel: +40 — (0)268 — 306.020
Fax: +40 - (0)268 - 306.026
info.brasov@procreditbank.ro

Brasov — Toamnei Agency

1-3-5 Zizinului str.

Brasov

Tel: +40 - (0)268 — 313.441
Fax: +40 — (0)268 —-313.436
info.toamnei@procreditbank.ro

Bucharest - Bucuresti Branch
188 Sos. Chitilei, Sector 1
Bucharest

Tel: +40 - (0)21 - 206.01.66
Fax: +40 - (0)21 — 668.08.50
info.chitila@procreditbank.ro

Bucharest - Colentina Branch
346 Sos. Colentina, Sector 2
Bucharest

Tel: +40 - (0)21 - 204.94.74

Fax: +40 - (0)21 - 240.40.77
info.colentina@procreditbank.ro

Bucharest - Giurgiului Branch

121 Sos. Giurgiului, Bl. 5, Sector 4
Bucharest

Tel: +40 - (0)21 - 405.04.25

Fax: +40 - (0)21 - 405.30.50
info.giurgiului@procreditbank.ro

Bucharest Lacul Tei Agency

126 - 128 Lacul Tei Blvd., Bl. 17 - 18 Sector 2
Bucharest

Tel: +40 - (0)21 - 204.95.34

Fax: +40 — (0)21 - 204.95.37
info.tei@procreditbank.ro

Bucharest — Militari Agency

75 — 77 luliu Maniu Blvd., Sector 6
Bucharest

Tel: +40 - (0)21 - 434.62.92

Fax: +40 - (0)21 — 434.63.03
info.militari@procreditbank.ro

Bucharest — Mosilor Agency

262 Calea Mosilor, Bl. 8, Sector 2
Bucharest

Tel: +40 - (0)21 - 201.65.17

Fax: +40 — (0)21 - 201.65.18
info.mosilor@procreditbank.ro

Bucharest — Muncii Agency*

323 Calea Calarasilor, Bl. 201 Sector 2
Bucharest

Tel: +40 - (0)21 - 308.35.20

Fax: +40 - (0)21 - 308.35.22
info.muncii@procreditbank.ro

Bucharest - Obregia Branch

25 Alexandru Obregia Blvd, Bl. 14, Sector 4
Bucharest

Tel: +40 - (0)21 - 460.60.78

Fax: +40 - (0)21 - 460.60.79
info.obregia@procreditbank.ro

Bucharest — Pantelimon Agency

256 Sos. Pantelimon, Bl. 53, Sector 2
Bucharest

Tel: +40 - (0)21 - 255.68.25

Fax: +40 - (0)21 - 255.30.09
info.pantelimon@procreditbank.ro



Bucharest — Rahova Agency
297 Calea Rahovei, Sector 5
Bucharest

Tel: +40- (0)21 — 423.26.25
Fax: +40- (0)21 — 423.26.30
info.rahova@procreditbank.ro

Bucharest - Stefan cel Mare Agency

36 Sos. Stefan cel Mare, Bl. 30B, Sector 2
Bucharest

Tel: +40 — (0)21 — 212.14.42

Fax: +40 - (0)21 - 201.89.34
info.stefancelmare@procreditbank.ro

Bucharest - Victoria Branch

62 — 64 Buzesti str., Sector 1
Bucharest

Tel: +40 - (0)21 - 201.60.60
Fax: +40 - (0)21 - 305.56.57
info.victoria@procreditbank.ro

Bucharest - Vitan Agency

17A Calea Vitan, Sector 3
Bucharest

Tel / Fax: +40- (0)21 — 327.42.49
info.vitan@procreditbank.ro

Cluj - Napoca Branch

8 Andrei Muresanu str.

Cluj - Napoca

Tel: +40 — (0)264 — 591.888
Fax: +40 — (0)264 — 406.241
info.cluj@procreditbank.ro

Cluj - Horea Branch

5 Horea str.

Cluj-Napoca

Tel: +40 — (0)264 — 437.905
Fax: +40 - (0)264 - 437.906
info.horea@procreditbank.ro

Cluj — Marasti Agency

135 21 Decembrie 1989 Blvd., Bl. M3
Cluj — Napoca

Tel: +40 — (0)264 - 403.598

Fax: +40 - (0)264 - 444.470
info.marasti@procreditbank.ro

Constanta Branch

Soveja str., zona bloc 05-08, Lot 1
Constanta

Tel: +40 - (0)241 - 508.423

Fax: +40 - (0)241 - 520.933
info.constanta@procreditbank.ro

Constanta - Tomis Agency
10 Stefan Mihaileanu str.
Constanta

Tel: +40 - (0)241 — 660.386
Fax: +40 - (0)241 - 660.385
info.tomis@procreditbank.ro

Craiova Branch

6 Carol I str., Bl. 21A, Sc. 1 and 2
Craiova

Tel: +40 - (0)251 — 306.079

Fax: +40 — (0)251 — 421.010
info.craiova@procreditbank.ro

Dabuleni Agency

Unirii str., BL. A2

Dabuleni

Tel: +40 — (0)251 — 334.220

Fax: +40 - (0)251 - 335.443
info.dabuleni@procreditbank.ro

lasi Branch

15 Garii str., Bl. L1o

lasi

Tel: +40 — (0)232 — 262.051

Fax: +40 — (0)232 - 262.070
info.iasi@procreditbank.ro

lasi — Podu Ros Agency

198 Sos. Nationala, tronson 1, Bl. B, parter
lasi

Tel: +40 — (0)232 — 206.733

Fax: +40 — (0)232 — 233.117
info.iasipoduros@procreditbank.ro

Pitesti Branch

Zona Centru, Bl. E3A

Pitesti

Tel: +40 — (0)248 — 219.571
Fax: +40 - (0)248 — 219.572
info.pitesti@procreditbank.ro

Ploiesti Branch

2A, C.D. Gherea, Bl. C, parter
Ploiesti

Tel: +40 - (0)244 — 529.210
Fax: +40 - (0)244 — 529.211
info.ploiesti@procreditbank.ro

Ramnicu Valcea Branch

16 General Magheru str., BL. H
Ramnicu Valcea

Tel: +40 - (0)250 - 733.734

Fax: +40 - (0)250 — 734.486
info.rmvalcea@procreditbank.ro

Sibiu Branch

Parcul Tineretului str., BL. 4, parter
Sibiu

Tel: +40 — (0)269 — 245.105

Fax: +40 - (0)269 - 245.104
info.sibiu@procreditbank.ro

Suceava Branch

22A Marasesti str.,

Suceava

Tel: +40 — (0)230 — 522.054
Fax: +40 - (0)230 - 522.354
info.suceava@procreditbank.ro

Timisoara Branch

1 Calea Torontalului

Timisoara

Tel: +40 — (0)256 — 224.422

Fax: +40 - (0)256 — 243.799
info.timisoara@procreditbank.ro

Timisoara Nord Agency

38 - 40 Gen. lon Dragalina Blvd.
Timisoara
info.tmnord@procreditbank.ro
Tel: +40 — (0)256 — 200.516

Fax: +40 - (0)256 — 401.333
info.tmnord@procreditbank.ro

Tirgu Mures Branch

216, 1 Decembrie 1918 str.
Tirgu Mures

Tel: +40 — (0)265 — 255.025
Fax: +40 - (0)265 — 255.023
info.tgmures@procreditbank.ro

* Opened in 2008









