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Translation of the auditors’ report issued in theefian language

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and a Shareholder of Vojedanska banka A.D., Novi Sad

We have audited the accompanying financial statésmg@age 3 to 42) of Vojwanska banka A.D., Novi
Sad (the “Bank”), which comprise the balance staebf December 31, 2007 and the related income
statement, statement of changes in equity andftaststatement for the year then ended, and a sugnma
of significant accounting policies and other expl@my notes.

Management’'s Responsibility for the Financial Statats

Management is responsible for the preparation aid gresentation of these financial statements in
accordance with the Law on Accounting and Auditofghe Republic of Serbia and regulations of the
National Bank of Serbia governing financial repagtiof the banks. This responsibility includes:
designing, implementing and maintaining internaitool relevant to the preparation and fair prestora

of financial statements that are free from matemnastatement, whether due to fraud or error; selgc
and applying appropriate accounting policies; arakinmg accounting estimates that are reasonableein t
circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hisancial statements based on our audit. We aziadu
our audit in accordance with International Standama Auditing and the Law on Accounting and Audjtin
of the Republic of Serbia. Those standards reghaewe comply with ethical requirements and plad a
perform the audit to obtain reasonable assuranathe&h the financial statements are free from melteri
misstatement.

An audit involves performing procedures to obtaidiaevidence about the amounts and disclosurdsin
financial statements. The procedures selected deperthe auditor’s judgment, including the assesgéme
of the risks of material misstatement of the finahstatements, whether due to fraud or error. &king
those risk assessments, the auditor considersyaiteontrol relevant to the entity’s preparatiord dair
presentation of the financial statements in ordedésign audit procedures that are appropriaténen t
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the entitgteinal
control. An audit also includes evaluating the appiateness of accounting policies used and the
reasonableness of accounting estimates made by gemmeat, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisaur
audit opinion.

(Continues)



Translation of the auditors’ report issued in thee®ian language

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and a Shareholder of Vojedanska banka A.D., Novi Sad (Continued)
Opinion

In our opinion, the financial statements presemtyfain all material respects, the financial pasit of
Vojvodanska banka A.D., Novi Sad as of December 31, 2804d,its financial performance, changes in
equity and its cash flows for the year then endeacicordance with the Law on Accounting and Auditin
of the Republic of Serbia, regulations of the NadiloBank of Serbia governing financial reporting of
banks and basis for the preparation and presentafithe financial statements disclosed in the Nbte
the financial statements.

Belgrade, February 29, 2008

Gordana Radibordevi¢
Certified Auditor



VOJVODANSKA BANKA A.D., NOVI SAD

INCOME STATEMENT
Year Ended December 31, 2007
(Thousands of RSD)

Notes 2007 2006
Interest income 3.1,4a 3,702,784 2,815,891
Interest expense 3.1,4b (1,592,936) (1,796,110)
Net interest income 2,109,848 1,019,781
Fee and commission income 3.1,5a 1,590,207 1,446,543
Fee and commission expense 3.1,5b (108,950) (102,300)
Net fee and commission income 1,481,257 1,344,243
Net gains on the sale of securities 3.10 2,205,240 83,833
Foreign exchange gains, net 3.2 163,784 126,846
Dividends and other income from equity investments 56,118 55,325
Other operating income 6 1,066,081 4,252,325
Impairment losses and provisions 3.6,8.a (1,89%8),5 (1,885,882)
Other operating expenses 7 (4,093,089) (4,834,094)
Gains on the valuation of assets and liabilitiet, n 3.4,3.5,3.8,9 601,367 1,063,064
PROFIT BEFORE TAXATION 2,053,093 1,225,441
Current income taxes 3.13,10.a (143,753) (2,346)
Deferred tax expense, net 3.13.,10.c (14,953) ®),6
PROFIT 1,894,387 1,171,486
Earnings per share
Basic earnings per share (in RSD) 3,672 2,550

The accompanying notes form
an integral part of these financial statements.

These financial statements were approved by thelixe and Management Board of Vojlamska banka
A.D., Novi Sad and submitted to the National Bahierbia, Center for Credit Worthiness Assessmant o
February 29, 2008.

Signed on behalf of Vojutanska banka A.D., Novi Sad:

Marinis Vlastimir Efstratia Valentina

Stratopoulos Vukovi¢ Fountoukou Dragojlovic

President of the Deputy President of the Chief Financial Officer Head of Accounting
Executive Board (from Executive Board (From January 1, 2008) (From January 1, 2008)

February 13, 2007)
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BALANCE SHEET
As of December 31, 2007
(Thousands of RSD)

ASSETS
Cash and cash equivalents

Deposits with the central bank and securities
available for refinancing with the central bank

Interest, fee and commission receivable
Placements with domestic banks
Loans and advances to customers
Trading securities
Securities held-to-maturity
Equity investments and

securities available-for-sale
Intangible assets
Investment property
Property and equipment
Other assets and prepayments
Deferred tax assets

Total assets

LIABILITIES AND EQUITY
Liabilities

Amounts owed to domestic banks
Amounts owed to customers
Interest, fee and commissions payable
Debt securities issued

Current income taxes payable
Other operating liabilities
Provisions

Other liabilities and accruals
Deferred tax liabilities

Total Liabilities

Equity

Share and other capital
Reserves

Revaluation reserves
Retained earnings
Total Equity

Total Liabilities and Equity

OFF-BALANCE-SHEET ITEMS

The accompanying notes form

VOJVODANSKA BANKA A.D., NOVI SAD

an integral part of these financial statements.

Notes 2007 2006
3.11,11 2,376,090 3,933,637
12 21,102,837 11,149,598
13 194,065 217,221
14 1,512,419 1,343,471
3.5,15 25,648,802 19,191,880
3.8,16 1,100,128 3,877,253
3.9,17 1,107,847 1,124,953
3.10,18 350,090 258,509
3.3,19 93,013 93,578
3.4,19 372,906 437,426
3.3,19 4,207,006 4,374,473
20 1,507,566 217,910
3.13,10c 86,074 107,331
59,658,843 46,327,240
21 3,330,197 2,111,213
22 37,899,700 34,433,962

23 55,363 94,390

239 239

141,602 2,346

24 1,635,430 275,639
25 1,149,905 1,185,152
26 1,374,644 208,420
3.13,10c 152,637 158,941
45,739,717 38,470,302

27

8,946,741 4,846,601

14 14

1,665,864 1,661,245

3,306,507 1,349,078

13,919,126 7,856,938

59,658,843 46,327,240

28 64,656,985 57,439,151
4
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VOJVODANSKA BANKA A.D., NOVI SAD

STATEMENT OF CHANGES IN EQUITY
Year Ended December 31, 2007
(Thousands of RSD)

SHARE CAPITAL

Balance, beginning of year

Share issue

Share premium

Treasury shares

Revoked previously repurchased treasury shares

Balance, end of year

OTHER CAPITAL
Balance, beginning of year
Balance, end of year

BANK’'S RESERVES
Balance, beginning of year
Balance, end of year

RESERVES FOR POTENTIAL LOSSES
Balance, beginning of year

Reserves for potential losses per balance andatéfabe sheet items

Additional provision for potential losses to be aside
as appropriation of retained earnings
Balance, end of year

REVALUATION RESERVES

Balance, beginning of year

Effects of remeasurement of available-for-sale stes to their fair
value

Decrease in revaluation reserves based on tramispertion
of effects of buildings depreciation to retairesainings

Increase in revaluation reserves based on buildagmaisal effects

Balance, end of year

RETAINED EARNINGS
Balance, beginning of year
Opening balance adjustments of retained earnings:

- deferred income based on loan origination,fees
guarantees and letters of credit granted in previou
years

- provision for employee benefits

Portion of depreciation transferred from revaluatieserves
Profit for the year

Balance, end of year

TOTAL EQUITY

The accompanying notes form

an integral part of these financial statements.

2007 2006
4,817,900 4,817,900
4,100,000 -

120 -
(20) (20)

20 -
8,918,020 4,817,880
28,721 28,721
28,721 28,721
14 14

14 14
2,278,583 2,097,637

(2,278,583) (2,097,637)

1,661,245 1,632,375
67,661 71,836
(63,042) (67,984)
- 25,018
1,665,864 1,661,245
1,349,078 228,787
- (15,768)
- (103,411)
63,042 67,984
1,894,387 1,171,486
3,306,507 1,349,078
13,919,126 7,856,938
5
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VOJVODANSKA BANKA A.D., NOVI SAD

CASH FLOW STATEMENT
Year Ended December 31, 2007
(Thousands of RSD)

Cash receipts from operating activities
Interest receipts

Fee and commission receipts

Receipts of other operating income
Receipts from dividends and equity investments
Cash payments from operating activities
Interest payments

Fee and commission payments
Payments to, and on behalf of employees
Taxes, contributions and other duties paid
Payments of other operating expenses

Net cash receipts from operating activities
prior to changes in placements and deposits

(Increases) in placements and increases in depositet

Increase in placements with banks and other firdmncstitutions

Increase in loans and advances to customers

(Increase)/decrease in trading securities and -t&ort
securities held-to-maturity

Increase in deposits from customers

(Decrease)/increase in deposits from banks

Net cash used in operating activities before incomeax

Cash provided by/(used in) investing activity
Proceeds from the sale of equity investments
Proceeds from sale of intangible and fixed assets
Cash used for purchase of intangible and fixedtasse
Purchase of equity interest and investments

Net cash provided by/(used in) financing activities
Inflows from increase in capital

Net cash provided by short-term borrowings

Net proceeds from securities

Repayment of long-term loans and subordinatedlitisi
Repayment of short-term loans

Debt securities issued

Total cash inflows
Total cash outflows

Net (decrease)/increase in cash and cash equisalent

Cash and cash equivalents, beginning of year
Foreign exchange losses, net

Cash and cash equivalents, end of year

The accompanying notes form

2007 2006
5,518,383 4,752,576
3,723,903 2,848,965
1,587,864 1,629,893

150,498 218,393
5,1 55,325
(6,346,385) (6,776,203)
(1,587,441) (1,797,090)
(108,177) (111,480)

(2,082,179) (1,974,881)
(568,492 (531,244)
(2,000,096) (2,361,508)

(828,002) (2,023,627)
(5,697,503) 3,309,766
(3,446,484)  (5,416,276)
(3BBp5, (624,982)
(1,133,264) 350,803

3,959,365 7,390,368
(481,76 1,609,853

- (1,286,139)
(7,961) (58,902)
- 67,391
180,223 -
(163,018) (126,293)
(2,16 -
5,577,828 (623,942)
4,100,000 -
1,818,77 -
20 -
(340,962) (487,434)
- (136,489)
- (19)
15,995,369 14,170,191
(16,951,007) (13,566,896)
(955,638) 603,295
3,933,637 3,686,981
(601,909) (356,639)
2,376,090 3,933,637

an integral part of these financial statements.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

1. BANK’'S ESTABLISHMENT AND OPERATING POLICY

Vojvodanska banka A.D., Novi Sad (the “Bank”) was essidd on January 1, 1990 by the
transformation of Vojvdanska banka - Associated Bank, Novi Sad.

On December 30, 2001, based on its Articles of ipa@tion and the Decision of the Bank's
General Assembly, the Bank consummated a mergér Svjiska razvojna banka A.D., Belgrade
and UzZEka banka A.D., UZice.

In December 2006, in accordance with the term$efAgreement on the Purchase and Sale of
Share Capital, the National Bank of Greece becdmentajority owner of the Bank’'s share
capital, by acquiiring an equity interest of 99.43¥he aforementioned acquisition was duly
registered with the Central Securities Depository @learing House, as of December 12, 2006.

Based on the Decision on Amendment of the ArtidEsncorporation, numbered 1.0-10340/2,
and Decision on the increase in capital, number&el@340/3 as of November 29, 2007, the
Bank’s share capital increased through a new shsnance comprised of 410,000 ordinary shares
having the individual par value of RSD 10,000 themdas The entire share issue was purchased by
the National Bank of Greece, Athens.

The Bank is registered in the Republic of Serbigtovide a wide range of banking services
associated with payment transfers, credit and deaciivities in the country and abroad, and is to
operate in accordance with the Republic of Serlia bn Banks.

At December 31, 2007, the Bank comprised of theti@kerOffice located in Novi Sad, 24
affiliates, including the inactive affiliates in iBtina and Podgorica, 62 branch offices (four
inactive ones), 82 counters and 24 points-of-sBlecémber 31, 2006: 25 affiliates, 87 branch
offices and 101 counter).

The Bank is headquartered in Novi Sad, at the tsaddress of Trg Slobode number 7.

As of December 31, 2007, the Bank had 2,337 empkoy2006: 2,408 employees). The Bank’s
tax identification number is 101694252,

At December 31, 2007, the Bank had control over fibilowing enterprises that are not
consolidated in the accompanying financial statémen

% of Ownership

Vobex d.o.0., Novi Sad 100%
VOB C.I.T., Novi Sad 100%
Modna konfekcija Tami$ JaSa Tan#A.D. Tamis - in bankruptcy 59.57%
Imos A.D., Sid 51.55%
Novobanis, Solun 68%

With the exception of enterprises Imos A.D., Siddaviobex d.o.0., Novi Sad, all of the
aforementioned related parties are currently imptleeess of bankruptcy or liquidation.

Translation of the auditors’ report issued in theefian language 7



VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

2.1.

BASIS OF PREPARATION AND PRESENTATION OF THE FIN ANCIAL
STATEMENTS

Basis of Preparation and Presentation of Finamal Statements

Pursuant to the Law on Accounting and Auditing {€# Gazette of the Republic of Serbia no.
46 of June 2, 2006), legal entities and enterpiiisesrporated in Serbia are required to maintain
their books of account, to recognize and valuetass®ad liabilities, income and expenses, and to
present, submit and disclose financial statement®nformity with the prevailing legislation and
professional rules which include: the Frameworktfe Preparation and Presentation of Financial
Statements (the “Framework”), International Accaogt Standards (IAS) and International
Financial Reporting Standards (IFRS), as well as tblated interpretations representing an
integral part of these standards.

Pursuant to its Decision numbered 011-00-738-2Q08f0December 30, 2003 (Official Gazette

of the Republic of Serbia, number 133/03), the Répwf Serbia Ministry of Finance determined

and issued the Framework and IAS that were appleedf December 31, 2002, and upon which
both the previous and the Law on Accounting anditiuglfrom 2006 were based.

The amendments to the IAS, as well as the newlyeiddFRS and the related interpretations
issued by the International Accounting Standardar8dlASB) and the International Financial
Reporting Interpretations Committee (IFRIC), updre taforementioned date, were officially
adopted pursuant to a Decision enacted by the Wynid Finance of the Republic of Serbia with
reference to the issuance of International Finaiégporting Standards (number 401-00-11/2008-
16) as published in the Official Gazette of the Waie of Serbia number 16 of February 12, 2008
and therefore could not be applied in preparatibmazompanying financial statements of the
Bank for the year 2007.

In accordance with the aforementioned, and witlargg to the potentially material effects which
the departures of the IAS applied prior to Februty2008, from the newly-issued IFRS and the
amended and revised IAS and interpretations migivehon the fairness and objectivity on
financial reporting, the accompanying financialtetaents cannot be described as having been
prepared in accordance with IFRS and IAS.

In addition, the accompanying financial statemearts presented in the format prescribed under
the “Guidelines on the Prescribed Form and Conbérihe Financial Statements of Banks and
Other Financial Institutions” (Official Gazette tfie Republic of Serbia no. 8 of January 23,
2007). Such statements represent the completd Beancial statements as defined under the law,
which differ from those defined under the provisoaf IAS 1, “Presentation of Financial
Statements” and IAS 7, “Cash Flow Statements,” aiffer in some respects, from the
presentation of certain amounts as required utdeaforementioned standards.

In the preparation of the accompanying financiateshents, the Bank adhered to the accounting
policies described in Note 3 which are in confoymitith the accounting and tax regulations
prevailing in the Republic of Serbia.

These financial statements include only the retdés payables, results of operations, changes
in equity and cash flows of the Bank, without thedets subsidiaries. Pursuant to the Law on
Accounting and Auditing (See Official Gazette oé tRepublic of Serbia no. 46 of June 2, 2006),
the Bank is obligated to prepare consolidated firnstatements and to submit them to the
National Bank of Serbia, Center for Credit Wortlisé\ssessment up to the end of April 2008.

Translation of the auditors’ report issued in theefian language 8



VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

2.1.

2.2.

2.3.

3.1.

3.2.

BASIS OF PREPARATION AND PRESENTATION OF THE FIN ANCIAL
STATEMENTS (Continued)

Basis of Preparation and Presentation of Finamal Statements (Continued)

The Bank will not prepare the consolidated finahstatements for the year ended December 31,
2007, since the related parties are immaterial tfeg Bank’s financial statements at the
aforementioned date.

The Bank’s financial statements are stated in taonds of dinars (RSD). The dinar is the official
reporting currency in the Republic of Serbia.

Comparative Figures

The Bank’s audited financial statements preparedhi® year ended December 31, 2006 served as
comparative information in the accompanying finahstatements.

Use of Estimates

The presentation of the financial statements reguirom the Bank’'s management to make best
estimates and reasonable assumptions that effeciabsets and liabilities amounts, the disclosure
of contingent liabilities and receivables as of da¢e of preparation of the financial statemergs, a
well as the income and expenses arising duringatttounting period. These estimations and
assumptions are based on information availablest@si of the date of preparation of the financial
statements. However, actual results may vary filuesd estimates.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Interest, Fee and Commission Income and Expenses

Interest income and interest expense, includinglperinterest and other operating income and
expenses arising on the interest-bearing assetsrainterest-bearing liabilities, are recorded in
the income statement on an accrual basis. Fee @ndhission income and expense arising on
banking services are recognized in full when earned

Fee and commission income from loan originatiors fegiarantees and letters of credit approved
to corporate and retail customers, are deferred randgnized in the income statement on a
proportional basis throughout the repayment pedibthe loan, guarantees and letters of credit.
Loan origination fees are presented within fee @mmission income.

Foreign Exchange Translation

Transactions denominated in foreign currenciegrareslated into dinars at official exchange rates
at the date of each transaction.

Assets and liabilities denominated in foreign cuocies are translated into dinars by applying the
official exchange rates that are prevailing atliblance sheet date.

Net foreign exchange gains or losses arising upentranslation of transactions, and the assets
and liabilities denominated in foreign currencies eredited or charged to the income statement.

Translation of the auditors’ report issued in theefian language 9



VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

3.

3.2.

3.2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Con tinued)
Foreign Exchange Translation (Continued)

Commitments and contingent liabilities denominatedforeign currencies are translated into
dinars by applying the official exchange rates #ratprevailing at the balance sheet date.

Receivables and payables arising from exchangeatipes with domestic and foreign banks are
recorded as of the trading date and are presenigel the headings of placements with domestic
banks, other assets, other operating liabilities@her liabilities and accruals.

Property, Equipment and Intangible Assets

Buildings are carried at their fair value at Deceml31, 2007, as determined by certified
appraisers in 2005, and are subsequently decrdasdde accumulated depreciation, and any
possible impairment loss. The appraisal of thedmgls was performed by an independent
appraiser based on the respective asset's markee \ar existing use. The frequency of
revaluations depends upon the changes in fair saltithe items of building being revalued. If an
asset'’s carrying value is increased as a resaltrefaluation, the increase is to be credited threc

to equity under the heading of revaluation surplian asset’'s carrying value is decreased as a
result of an appraisal, the decrease is recogriiz¢de income statement as an expense, under
losses on the valuation of assets and liabilities.

Equipment at December 31, 2007 is stated at cestdecumulated depreciation. Cost represents
the prices billed by suppliers together with albtsoincurred in bringing the asset to the location
and condition necessary for its intended use.

Construction in progress is stated at cost.

Intangible assets are comprised of investmentsfiwvare, licenses and similar rights, as well as
investments in business premises under long-teasele

Depreciation and amortization are provided for ostraight-line basis to the cost of property,
plant and equipment and intangible assets in otenrite them off over their useful lives.
Depreciation and amortization are calculated usiegollowing rates:

Buildings 2% - 4%
Computers and IT equipment 20.0%
Furniture and other equipment 6.7% - 14.3%
Motor vehicles 14.3% - 15.5%
Other 6.7% - 20%
Intangible assets 20.0%

Depreciation and amortization of property, equiptremd intangible assets commence when an
asset is placed into use.

Translation of the auditors’ report issued in theefian language 10



VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

3.

3.4.

3.5.

3.6.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Con tinued)
Investment Property

The Bank’s investment property relates to the lingjgproperty received in lieu of debt settlement,
if such property was not disposed of in the pewbadne year from the acquisition date, and is
stated at fair value at the balance sheet datendgésain fair value of investment property are
included under "Gains/losses on the valuationrddritial assets and liabilities."

Loans

Loans and advances originated by the Bank aredstditthe amount of principal outstanding, less
allowance for impairment, which are based on thaumtion of specifically-identified exposures
and also cover losses that are inherent in the 'Bdolkn portfolio. The Bank’'s management
applies internally adopted methodology, disclosedote 3.6., in its evaluation of the risks and
resulting estimations of the allowances.

The effects of non-application of effective intdreste in accordance with IAS 39, “Financial
Instruments: Recognition and Measurement,” reqgitimat loans be measured at amortized cost
by applying the effective interest rate methodth@ management’s opinion, are not material for
loans and advances to customers and the finartatahsents on the whole, as the Bank places its
assets at variable interest rates, while the oheemfipensations collected in advance are deferred
throughout the loan repayment period (Note 3.1.).

Loans, which are disbursed in dinars and indexelihkto the EUR exchange rate or to the retalil
price growth, are revalued in accordance with thavigions stated under the individual loan
agreements. The effects of such revaluation ateded under gains and losses on the valuation of
financial assets.

Allowances for Impairment and Provisions for @ntingent Liabilities

As of December 31, 2007, allowances for loan impairt are determined as the difference
between the carrying amount and the present vdltieeofuture cash flows as discounted at the
effective interest rate in accordance with the mesoents of IAS 39 “Financial Instruments:
Recognition and Measurement,” for the corporateéatners which meet the criteria prescribed by
the internal methodology, whereas, for all otheacpments, the allowance for impairment is
estimated on portfolio basis. The difference betwdes stated amounts of receivables and their
recoverable amounts, is charged to the incomenstattein the period to which it relates.

Special reserve for potential losses is determiimedccordance with the requirements of the
relevant NBS Regulation. Loans, placements androlfadance sheet and off-balance-sheet
exposures are classified into the categories A/,& and D, in accordance with the evaluation of
their collectibility and associated risk exposurefich depends upon the number of days the
payments are in arrears, the financial standinth@fcounterparty, and the quality of the collateral
obtained on the exposures. An estimate of the alhmes for impairment and the provision for
contingent liabilities is calculated by applyingthercentages of 1%, 5%, 25%, 50% and 100% on
the amounts of the particular exposures classifiericategories A, B, V, G and D, respectively.

Translation of the auditors’ report issued in theefian language 11



VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

3.6.

3.7.

3.8.

3.9.

3.10.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Con tinued)
Allowances for Impairment and Provisions for @ntingent Liabilities (Continued)

Difference between the amount of special reservepfaential losses calculated in accordance
with the National Bank of Serbia Decision on thagSlification of Balance Sheet and Off-Balance
Sheet Exposures, and the amount of allowancesnipairment and provision for contingent
liabilities estimated in accordance with the intdijnadopted methodology, is presented as reserve
within the equity and is charged to retained easin

Special reserve for potential losses is set asidgpropriation of retained earnings. If currerdrye
profit and retained earnings from prior years’ am sufficient to cover estimated amount of
special reserve, the difference is recognized dgiadally required provision.

The write-off of uncollected receivables is perfedreither pursuant to a court order, or based on
a settlement agreed between the parties involvedtherwise, on the basis of a resolution of the
Bank’s Board of Directors, further approved by 8tereholders’ Assembly.

Repurchase Transactions

Securities purchased from the National Bank of Benbhder agreements to resell, pursuant to the
provisions of the NBS Agreement on the Sale of Bges with an Obligation to Repurchase,
have been stated at amortized cost at the baltieet date.

Trading Securities

Trading securities and other placements held faditig comprise of securities which the Bank

acquired or incurred principally for the purposesefling or repurchasing them in the near term.
Trading securities include shares of banks andrgmges, as well as other securities issued by
banks and corporate entities.

Changes in fair value of securities are creditedharged to the income statement within “Gains/
(losses) on the valuation of financial assets.”

Securities Held-to-Maturity

Securities held-to-maturity are comprised of disted bills of exchange initially recorded at cost
and whereas as of the balance sheet date havestaget at amortized cost.

Securities Available-for-Sale

Securities available-for-sale are comprised of stwvents in the equity of other legal entities,

related parties, shares of corporate entities amid in dinars and in foreign currencies. Equity
investments for which an active market and reliabbrket values do not exist are stated at cost
less allowances for impairment. Equity investmehg relate to the listed securities of other legal
entities are adjusted to fair value monthly. Gaansl losses arising on changes in fair value of
securities available-for-sale are recorded undealuation reserves. All realized gains and losses
arising on the sale are shown under “Gains /(IQssethe sale of securities.”
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

3.

3.11.

3.12.

3.13.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Con tinued)
Cash and Cash Equivalents

For purposes of the cash flow statement, “Cashcastl equivalents” include cash, cheques in the
course of collection, balances on current accobatd with other banks, giro account balances
and other cash equivalents.

Revaluation Reserves

The appraisal surplus resulting from the indepehdgppraisal of property is credited to
revaluation reserves (Note 3.3). The revaluatiaples is transferred directly to retained earnings
difference between the depreciation based on tha&ued carrying amount of the asset and the
depreciation based on the asset’s original cost. fEvaluation surplus included under equity is
transferred directly to retained earnings wheraigets are derecognized, retired or disposed of.

Gains and losses arising on changes in fair valtisecurities available-for sale are also recorded
under revaluation reserves (Note 3.10).

Taxes and Contributions
Current Income Tax

Current income tax represents the amount calculamtetcordance with the Income Tax Law
effective in the Republic of Serbia. The annuapooate income tax is payable at the rate of 10%
on the tax base reported in the annual incomeetaxr, as reduced by any applicable tax credits.
The taxable base includes the profit stated instagutory statement of income, as adjusted for
permanent differences that are specifically defimeder local tax rules.

The effective tax regulations in the Republic ofld& do not allow any tax losses of the current
period to be used to recover taxes paid withinexiip carryback period. However, any current
year losses may be used to reduce or eliminates taxbe paid in future periods, but only for a
duration of no longer than ten ensuing years.

Deferred Income Taxes

Deferred income tax is determined using the balastoeet liability method, for temporary
differences arising between the tax bases of assetdiabilities components, and their carrying
values in the consolidated financial statements. drrently-enacted tax rates at the balance sheet
date are used to determine the deferred incomarteount. Deferred tax liabilities are recognized
for all taxable temporary differences. Deferrexidasets are recognized for deductible temporary
differences, and the tax effects of income taxdesand credits available for carry forward, to the
extent that it is probable that future taxable profill be available against which deferred tax
assets may be utilized.

Indirect Taxes and Contributions
Indirect taxes and contributions include propedyes and other taxes and contributions include
property taxes, taxes and contributions paid byleyep to or on behalf of employees, as well as

other taxes and contributions paid pursuant to blpuand municipal regulations, presented
within Other operating expenses.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

3.14.

3.15.

3.16.

3.17.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Con tinued)
Managed Funds and Non-Operating Assets and Funds

The Bank manages funds on behalf of, and for tleewd of third parties, and charges fees for
these services. These items are not included iBaimi’s balance sheet.

Employee Benefits

In accordance with regulatory requirements, the kBenobliged to pay contributions to tax
authorities and to various state social securitydfy which guarantee social security insurance
benefits to employees. These obligations involeepgayment of taxes and contributions on behalf
of the employee, by the employer, in an amount adgetg by applying the specific, legally-
prescribed rates. The Bank is also legally obligatewithhold contributions from gross salaries
to employees, and on behalf of its employees, amsfer the withheld portions directly to
government funds. These taxes and contributionaldayn behalf of the employee and employer
are charged to expenses in the period in which dhisg.

The Bank does not have defined benefit plans oreshased remuneration options and there are
no identified liabilities thereof as of December, 2007. As of the aforementioned date, the Bank
made provisions with reference to retirement béseifiljusting them by the amount of retirement
benefits paid to employees who accepted earlyeraint pursuant to the restructuring program.

Fair Value

The accompanying financial statements are preparedan historical cost basis, including
adjustments and provisions made to reduce ass#tsit@stimated recoverable amounts.

It is the policy of the Bank to disclose the faalwe information of those financial assets and
financial liabilities for which published marketfarmation is readily and reliably available, and
whose fair value is materially different from the#corded amounts. Sufficient market experience,
stability and liquidity do not exist for the purdeand sale of loans and other financial assets or
liabilities, given that published market informatidgs not readily available. Hence, fair value
cannot reliably be determined. In the opinion ofnagement, the reported recoverable amounts
represent the most valid and useful reporting \&ineaccordance with the Law on Accounting
and Auditing of the Republic of Serbia and the tations of the National Bank of Serbia which
govern the financial reporting of banks.

Contingent Liabilities and Assets

A provision for contingencies shall be recognizdtewthe Bank has a present obligation (legal or
constructive) as a result of a past event, wheris iprobable that an outflow of resources

embodying economic benefits will be required tdlsehe obligation and a reliable estimate can
be made of the amount of the obligation.

Otherwise, a contingent liability is disclosed iotes to the financial statements, unless the
possibility of an outflow of resources embodyingmamic benefits is remote.

An entity shall not recognize a contingent assehiwibalance sheet and income statement, as

contingent asset are to be disclosed in Noteseditiancial statements, unless the possibility of
an inflow of resources embodying economic bené&fitemote.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS

December 31, 2007

All amounts are expressed in thousands of RSDssinlherwise stated.

INTEREST INCOME AND EXPENSE

a) Interest Income

Deposits with the central bank
Placements with banks

Loans and advances to customers
Securities

b) Interest Expense

Amounts owed to banks
Amounts owed to customers
Relations with the Central Bank

FEE AND COMMISSION INCOME AND EXPENSE

a) Fee and Commission Income

Fee and commission income from domestic
and foreign payment transfers

Loan origination fees

Fees for the rental of safety-deposit boxes

Fee and commission for other banking services

Cheques processing

Commissions earned on the purchase and sale ddrfiore

currencies
Fees arising from card operations
Fees on issued guarantees and other contingeitititzb
Brokerage fees
Other fee and commission income

Year Ended December 31,

2007 2006
712,429 270,898
50,297 103,721
2,764,861 2,258,449
175,197 182,823
3,702,784 2,815,891

Year Ended December 31,

2007 2006
195,445 365,681
1,386,711 1,415,445
10,780 14,984
1,592,936 1,796,110

Year Ended December 31,

2007 2006
1,036,305 988,599
199,263 136,477

15,876 15,457
B0,5 127,559

11,812 12,653
9,715 9,273
70,133 55,352
76,303 74,963
60,224 26,133
14 77
1,590,207 1,446,543
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

FEE AND COMMISSION INCOME AND EXPENSE (Continued)

b) Fee and Commission Expense

Year Ended December 31,

2007 2006
Fee and commission expense arising from domestic

payment transfers 72,394 58,363

Fee and commission expense arising from internattion
payment transfers 6,533 3,580
Cheques processing 10,768 12,376
Commissions arising from foreign currency purchases 4,181 20,801
Other fee and commission expense 15,074 7,180
108,950 102,300

OTHER OPERATING INCOME

Year Ended December 31,

2007 2006
Release of allowances for impairment (Note 8b) 809, 3,946,742
Release of provisions for off-balance sheet itelwd 25) 39,083 168,477
Release of provisions for litigations (Note 25) U -
Recovery of receivables previously provided for 4 20,334
Gains on the disposal of property and equipment 628, 18,409
Write-off of liabilities 1,826 15,258
Rental income 62,643 59,150
Other income 8,833 23,955
1,066,081 4,252,325
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NOTES TO THE FINANCIAL STATEMENTS

December 31, 2007

All amounts are expressed in thousands of RSDssinlherwise stated.

7.

OTHER OPERATING EXPENSES

Materials
Services

General and administrative expenses

Rentals of fixed assets
Advertising and marketing
Automatic data transfer

Telecommunications and transportation

Cleaning services

Insurance costs

Securing property
Transportation of employees

Loss on the disposal of property, equipment, intaegssets,
securities and equity investments

Maintenance
Net salaries and benefits

Taxes and contributions on salaries

Other personnel costs
Depreciation and amortization

Indirect taxes and contributions

Forced ollection arising from an adverse outcome of gdition
Court expenses and court experts

Write-off of uncollectible receivables

Other

IMPAIRMENT LOSSES AND PROVISIONS, Net

a) Charge for the Year

Provisions charged during the year:
- loans to banks and customers

- interest and fees

- equity investments and securities

- other assets

Provision for potential losses:

- off-balance sheet items (Note 25)
- employee benefits (Note 25)

- litigation
- other contingent liabilities

VOJVODANSKA BANKA A.D., NOVI SAD

Year Ended December 31,

2007 2006
142,667 140,360
4,518 7,180
104,279 65,205
93,367 87,416
253,776 138,826
66,170 47,938
110,848 123,315
31,574 27,864
77,073 75,616
113,311 104,546
34,873 28,020
1,828 1,811
52,456 55,977
1,477,946 1,325,693
586,449 611,068
26,223 48,629
258,014 251,851
583,100 534,194

- 55,675
45,316 45,665
1,099 1,039,823
28,202 17,422
4,093,089 4,834,094

Year Ended December 31,

2007 2006
972,509 893,213
60,270 68,444

2,965 32,769

64,723 74,124
1,100,467 1,068,550
47,227 246,484
389,819 20,239

- 467,397

- 83,212

437,046 817,332
1,537,513 1,885,882
17
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

8. IMPAIRMENT LOSSES AND PROVISIONS, Net (Continued)
b) Movements on Accounts of Allowance for Impairmehof Receivables
2007
Loans and Securities and
Advances to Banks Interest, Fees Equity
and and Investments
Customers (Notes Commissions (Notes 16, 17 and Other Assets
14 and 15) (Note 13) 18) (Note 20) Total
Balance, beginning of year 15,781,328 725,215 531,015 466,119 17,503,677
Charge for the year 972,509 60,270 2,965 64,723 1,100,467
Foreign exchange fluctuations (297,054) (6,046) (14,329) (241) (317,670)
Hedges 703 2 - (1,247) (542)
Fair value adjustment - - 9,276 - 9,276
Release of allowance for
impairment (Note 6) (790,116) (61,772) (1,002) (26,915) (879,805)
Transfers/other 31,460 5,912 472 (42,129) (4,285)
Balance, end of year 15,698,830 723,581 528,397 460,310 17,411,118

c) Special reserve for potential losses

As of December 31, 2007, the Bank has determirmtial reserve for potential losses in
accordance with the National Bank of Serbia requéets, and performed classification of risk-
bearing balance sheet and off-balance sheet exggBuo prescribed categories.

In accordance with the National Bank of Serbia Bieci on the classification of balance sheet and
off-balance sheet exposures, difference betweeartimint of special reserve for potential losses
calculated in accordance with the National BankSefbia requirements, and the amount of
allowance for impairments and provision for conéngliabilities estimated in accordance with

the internally adopted methodology, is presentedeasrve within the equity and is charged to
retained earnings.

Year Ended December 31,

2007 2006
Special reserve for potential losses determingqzbashe
National Bank of Serbian requirements with respec
- balance sheet exposures 18,945,391 19,039,399
- off-balance sheet exposures 604,536 569,905
19,549,927 19,609,304
Allowances for impairment and provisions determiired
accordance with the internally adopted methagip(®@AS39):
- allowance for impairment of balance sheet items* (17,411,118) (17,503,677)
- provision for losses contingent on off-balanbeet items (519,036) (510,893)
(17,930,154) (18,014,570)
Provisions determined in accordance with IAS 39
exceeding the amount of provision as per the BB&sion 658,810 502,903
Provisions for potential losses contingent on
balance sheet assets and off-balance sheet items 2,278,583 2,097,637

Reserve for potential losses formed in prior years - -

Additional provision for potential losses to be aside as
appropriation of retained earnings 2,278,583 2,097,637
* in the Bank’s K1 form,the allowance for impairmesitbalance sheet items amounted to RSD 17,403[&L&and.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007

All amounts are expressed in thousands of RSDssinlherwise stated.

IMPAIRMENT LOSSES AND PROVISIONS, Net (Continued)

c) Special reserve for potential losses (Continued)

Additional provision for potential losses in the @amt of RSD 2,278,583 thousand will be

allocated from the Bank’s profit for the period apbfits to be earned in the future periods,
following the relevant Decision of the Bank’s Asdaym

GAINS ON THE VALUATION OF FINANCIAL ASSETS AND L IABILITIES, NET

Year Ended December 31,

2007 2006
Gains on the change in value of:

- investment property - 5,378
- placements indexed to the retail price index 252,275 30,393
- placements with foreign currency clause 85%8,9 254,643
- securities 427,844 1,338,402
- precious metals 742 304
- liabilities with foreign currency clause

6,146 58,965
1,545,952 1,688,085

Losses on the change in value of:
- property and equipment

- (10,318)
- placements with foreign currency clause (528) (572,832)
- securities (9,276) (1,361)
- liabilities (9,725) (40,510)

(944,585)  (625,021)

601,367 1,063,064

INCOME TAXES

a) Components of income tax

2007 2006

Current income tax 143,753 2,346
Deferred income tax 14,953 51,609
158,706 53,955

Translation of the auditors’ report issued in theefian language
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

10. INCOME TAXES (Continued)

b) Numerical reconciliation between tax expense anthe product of the accounting results

multiplied by the applicable tax rate

Profit before tax

Income tax at the statutory tax rate of 10%
Tax effect of non-deductible expenses
Recognized tax credits for capital expenditures
Recognized capital losses carried forward
Recognized tax losses carried forwards
Untaxable dividend income

Other

c) Components of deferred tax assets/(liabiliti¢s

Deferred tax assets
Deductible temporary differences on property,
equipment and intangible assets

Deferred tax liabilities
Taxable temporary differences on property,
equipment and intangible assets

Net

d) Movements in deferred tax assets/(liabilities)

Deferred tax assets
Opening balance
Decrease in temporary difference in the year

Deferred tax liabilities
Opening balance
Decrease in temporary difference in the year

Net

2007 2006
2,053,093  1,225441
205,309 122,544
40,404 148,907

05(192) (2,346)

- (1,893)

(11,589)  0,(&A)

(2,382) (2,395)
32,756 59,602
158,706 53,955
2007 2006
86,074 107,331

(152,637) ouap,

(66,563) (51,61p
2007 2006
107,331 107,331
&n),2 -
86,074 107,331
(158,941) (158,941
6,304 -
(152,637) (158,941
(66,563) (51,610
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

10.

11.

INCOME TAXES (Continued)

e) Unrecognized deferred tax assets based on tasxs$ carried forward and tax credit
carried forward as of December 31, 2007

Summary of tax loss carried forward and tax creditried forward for which the Bank has not
recognized deferred tax assets as of Decembef0BY,\®as as follows:

Origination Expiration Tax Tax
Year Year Losses Credits
2003 2013 - 25,580
2004 2014 6,124,145 9,501
2005 2015 - 13,757
2006 2016 - 19,937
2007 2017 - 8,764
Total 6,124,145 77,539

In 2007 the Bank did not recognize deferred taxetasdue to the uncertainty whether sufficient
taxable profit will be available in the future agsti which the unused tax losses may be utilized
by the Bank.

CASH AND CASH EQUIVALENTS

December 31, December 31,

2007 2006

Cash in hand:

- in dinars 724,472 510,862

- in foreign currencies 654,750 329,325
Giro account 295,254 2,880,092
Other cash and cash equivalents in dinars 500,000 -
Gold and other precious metals 5,360 4,660
Cheques in the course of collection 43,495 53,451
Accounts in foreign currencies with:

- National Bank of Serbia 6,787 9,792

- domestic banks - 1

- foreign banks 145,972 145,454

2,376,090 3,933,637

The Bank’s obligatory reserves represent the miningeposits set aside in accordance with the
NBS Regulation on the “Obligatory Reserves of Baioklse Held with the NBS.” Pursuant to the

relevant decisions published in the Republic ofb@erOfficial Gazettes numbered 48/2004,

86/2004, 90/2004, 136/2004, 46/2005, 69/2005, TH2@0/2005, 86/2005, 91/2005, 95/2005,

102/2005, 109/2005, 28/2006, 39/2006, 49/2006,T&H2A16/2006, 3/2007 and 93/2007, the

obligatory reserve is to be calculated at the c&t&0% (5% as of October 2007 to the deposited
dinar savings deposit with over 30-day maturities)the basis of the average amount of dinar
deposits, borrowings and other related liabiliiiregffect during a period of one calendar month.

The obligatory reserve in dinars is allocated oo Bank’s giro account. The Bank maintains the
average daily balance of the allocated obligateserve in dinars in the amount of the calculated
obligatory dinar reserve. In 2007, the annual ederate earned on the Bank’s obligatory reserve
account amounted to 2.5 percent.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

11.

12.

CASH AND CASH EQUIVALENTS (Continued)
At December 31, 2007, an amount of RSD 500,000 séwod: related to deposited liquidity

surpluses held with the National Bank of Serbiae Bank deposits assets for the periods from 1
to 5 days with an interest rate ranging from 7% 186 annually.

DEPOSITS WITH THE CENTRAL BANK AND SECURITIES A VAILABLE FOR
REFINANCING WITH THE CENTRAL BANK

December 31, December 31,

2007 2006

Obligatory reserves in foreign currencies 9,427,685 6,049,598
Securities acquired in repurchase transactionstivith

Central Bank 11,675,152 5,100,000

21,102,837 11,149,598

The obligatory reserves in foreign currencies regné the minimum deposits set aside in
accordance with the NBS Regulation on the “ObligafReserves of Banks to be Held with the
NBS” based on the average daily amount of deposfizreign currency on a monthly level in the
preceding month and the savings deposits in foreigrency. The obligatory reserve is calculated
at the rate of 45% for the amount of the averaglg Baok balance of the foreign currency assets
in the previous calendar month, as well as dinpodigs which are indexed to the currency clause.
The amount of the calculated obligatory reserve dexeased by the amount of the long-term
housing loans insured with the National CorporafammHousing Loans, by the amount of charity
placements allocated from the foreign currency doabtained from international financial
institutions based on the agreement closed pridbéoember 31, 2004 and by the amount of
frozen assets held on the account with a foreigrk ban condition that the aforesaid account was
blocked prior to December 31, 2000. The obligateserve is calculated at the rate of 100 % for
the average daily book balance of foreign curremssets held by a lessor on a special account
opened with the Bank; the rate of 20% is applieth®oportion of foreign currency subordinated
liabilities; the rate of 40% is applied to the paomt of the foreign currency base comprised of
foreign currency savings deposits placed with banks

In accordance with the Addendum and Amendmentshéo NBS Decision on Interest Rates
(Official Gazette numbered 46/2005) of June 10,2@@posits placed in foreign currencies with
the National Bank of Serbia are non-interest bgaoimes.

The Bank is required to maintain an average dalarice of the allocated obligatory reserve in
foreign currency in an amount not lower than thiewdated amount of the obligatory reserves in
foreign currency.

As of December 31, 20076, securities acquiredpuneghase transactions with the Central Bank in
the amount of RSD 11,675,152 thousand (FY 2006 B300,000 thousand) relate to bonds
purchased from the NBS, having 14-day maturitied Bsued at annual interest rates ranging
from 9.5% to 10%. This transaction is governedh®s/NBS Agreement on the Sale of Securities
with an Obligation to Repurchase.
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

13.

14.

INTEREST, FEES AND COMMISSIONS RECEIVABLE

Interest receivables:
- in dinars
- in foreign currencies

Fee and commission receivable:
- in dinars
- in foreign currencies

Less: Allowance for impairment

PLACEMENTS WITH DOMESTIC BANKS

Short-term loans and placements in dinars
Long-term loans in foreign currencies financed BRD
Long-term loans and other financial placementsiiars
Receivables from NBS in dinars
Suspense accounts:

- giro account

- foreign currency accounts with other banks
Short-term deposits with

domestic banks in foreign currencies
Placements with domestic banks:

- banks undergoing liquidation and bankruptcy

proceedings

- other assets —litigation-related receivables
Placements with banks from former SFRY
Frozen foreign currency deposits with foreign banks
Other short-term placements with other banks ieigpr

currency - exchange transactions
Other

Less: Allowance for impairment

December 31,

December 31,

2007 2006
505,587 500,196
345,493 377,970
851,080 878,166

60,195 62,425
6,371 1,845
66,566 64,270
(723,581) (725,215)
194,065 217,221

December 31,

December 31,

2006 2005.
514,435 4,596
442,294 441,052
28,142 25,801
125 6,984
(32,731) (9,159)
- 8
- 1,343,000
175,949 183,146
15,228 15,403
24,546 25,178
835 933
1,030,071 -
270 279
2,199,164 2,037,221
(686,745) (693,750)
1,512,419 1,343,471
23
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VOJVODANSKA BANKA A.D., NOVI SAD

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2007

All amounts are expressed in thousands of RSDssinlherwise stated.

15.

LOANS AND ADVANCES TO CUSTOMERS

December 31,

December 31,

2007 2006
Up to one year:
- in dinars 10,111,757 9,269,358
- in foreign currencies 11,482,888 7,483,596
Current portion of long-term loans:
- in dinars 3,224,298 2,070,879
- in foreign currencies 484,486 407,865
Over one year:
- in dinars 11,268,754 5,719,735
- in foreign currencies 3,243,629 8,295,458
Other financial placements:
- in dinars 86,055 44,323
- in foreign currencies 294,494 303,822
Receivables arising from payments on issued guseant 464,526 413,710
Short-term deposits with foreign banks in foreigmrency - 270,712
40,660,887 34,279,458
Less: Allowance for impairment (15,012,085) (15,89B)
25,648,802 19,191,880

As of December 31, 2007, loans to corporate cliemes primarily extended for purposes of
financing the following: daily liquidity requiremés) the acquisition of current assets, imports,
investments, agricultural production, and the redciing of previously-approved loans. Loans
with up to one year maturity were approved for pegiod ranging from 30 days to one year,
whereas the loans with over one year maturity va@geroved for periods from 1 to 30 years. The
interest on loans with up to one year maturitieadsrued at rates from 4.2% to 9.95% annually.
Loans of up to one year maturities in dinars acénterest ranging from 9% to 25.9% annually.
The interest on over-one year loans with curreayse is charged from 3.5% to 9.25% annually,
whereas loans with over one year maturities denataihin foreign currency accrued interest
from 3.558% to 9.25% per annum. The interest oridhg-term loans originated by the Paris and
London Clubs of Creditors, is calculated basedrorual interest rates ranging from 3.75% to 7%.

At December 31, 2007, loans and advances to retslomers in the (net) amount of RSD
11,103,487 thousand were mostly extended as: casis,| overdraft loans, loans based on the use
of credit cards, car loans, as well as housingdo&ash loans with over one year maturities were
approved upon the placement of a deposit in theuaimof 20%, at annual interest rates ranging
from 10% to 12.5%, the overdrafts on current act®wame approved at monthly interest rates
ranging from 1.53% to 2.0%, while based on the of&/ISA credit cards, the interest on
overdrafts ranged from 1.5% to 1.8% monthly, i16,77% to 23.87% annually for overdrafts
against the DINA credit card. Housing long-termnisavere extended at annual interest rates from
5.95% to 6.50%.
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VOJVODANSKA BANKA A.D., NOVI SAD
NOTES TO THE FINANCIAL STATEMENTS

December 31, 2007
All amounts are expressed in thousands of RSDssinlherwise stated.

15. LOANS AND ADVANCES TO CUSTOMERS (Continued)
Loan Concentration

The economic sector risk concentration within thstemer loan portfolio, in the net amount is as

follows:
December 31, December 31,
2007 2006
Processing industry 5,521,173 6,072,592
Mining and energy 889,293 1,134,026
Trade 2,783,420 2,518,393
Agriculture and hunting 1,515,381 1,429,810
Civil engineering 1,137,315 579,364
Finance 1,488,501 1,114,711
Governmental and public institutions 272,056 301,964
Traffic and communications 762,501 343,328
Accommodation industry and tourism 115,224 99,127
Forestry 43,148 19,823
Fishing 17,303 13,518
Retail 11,103,487 5,565,224
25,648,802 19,191,880

16. TRADING SECURITIES

December 31, December 31,

2007 2006
In dinars:
Shares of banks:
- AIK banka a.d., Ni§ 324,478 1,968,047
- Agrobanka a.d., Beograd 14,267 10,299
- JUBMES banka a.d., Beograd 99,935 61,866
- Panonska banka a.d., Novi Sad - 25,805
- Komercijalna banka a.d. Beograd 5,982 -
Shares of corporate entities 33,070 29,566
Commercial papers issued by corporate entities 6 19 196
Bills of exchange of issued by corporate entities - 621
In foreign currency:
- Republic of Serbia bonds based on foreignetiay
public savings - 1,066,047
- Bonds for Economic Recovery of Serbia - 328,133
- Shares of banks:
- NLB Razvojna banka a.d., Banja Luka 634,811 390,470
Other securities 104 106
1,112,843 3,881,156
Less: Allowance for impairment (12,717) (3,903)
1,100,128 3,877,253
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17.

18.

SECURITIES HELD-TO-MATURITY

December 31, December 31,

2007 2006
Up to one year:
- Public debt bonds of former Federal Government - 66,998
- Bills of exchange issued by corporate entities 1,110,812 1,057,955
1,110,812 1,124,953
Less: Allowance for impairment (2,965) -
1,107,847 1,124,953

As of December 31, 2007, bills of exchange issugddrporate entities in the amount of RSD
1,110,812 thousand (FY 2006: RSD 1,057,955 thal)segpresent investments with maturities
from 15 days to 12 months, at annual discountasnatnging from 11.11% to 25.10%.

EQUITY INVESTMENTS AND SECURITIES AVAILABLE-FOR -SALE

December 31, December 31,

2007 2006
Equity investments in dinars:
- subsidiaries 57,395 57,967
- related parties 21,953 21,953
- corporate entities 319,074 203,612
- other banks and financial institutions 230,86 254,098
Equity investment in foreign currency:
- subsidiaries 7,906 7,883
- foreign banks and financial institutions 831 229,183
Shares of banks in foreign currency 9,786 10,925
862,805 785,621
Less: Allowance for impairment (512,715) (527,112)
350,090 258,509

As of December 31, 2007, the Bank has equity imeests in dinars in the following related
parties: Vobex, Novi Sad (RSD 326 thousand, egsiitgre of 100%), VOB C.I.T., Novi Sad
(RSD 10,000 thousand, equity share of 100%), Mddm#ekcija TamiS A.D. JaSa Toti- in
bankruptcy (RSD 15,084 thousand, equity share &f38) and Imos, Sid (RSD 31,984 thousand,
equity share of 51.5%). The aforementioned equigres, with the exception of equity share in
Imos, Sid were fully provided for in previous yeafhe subsidiary Vobing, Novi Sad was
removed from the Business Register based on therRem Completion of the Liquidation
Procedure of February 27, 2007.

As of December 31, 2007, the Bank had equity imaest in the related party Metalprogres,
Zrenjanin in the amount of RSD 21,953 thousand ifggghare of 30.34%). In addition, as of
December 31, 2007, the Bank’s equity investmerth@related party in foreign currency related
to the investment in Novobanis, Thesaloniki totgliof RSD 7,907 thousand (equity share of
689%).
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VOJVODANSKA BANKA A.D., NOVI SAD

19. PROPERTY AND EQUIPMENT, INTANGIBLE ASSETS AND | NVESTMENT PROPERTY

Construction
Equipment in
and Other  Progress and Investment Intangible
Land Buildings Assets Advances Total PP&E Property assets Total

Cost
Balance, beginning of year 517 6,379,902 1,187,547 46,524 7,614,490 524,331 433,826 8,572,647
Additions - - 3,854 74,339 78,193 - 28,847 107,040
Transfers - 2,461 51,493 (53,954) - - - -
Transfers from advances - - - (18,227) (18,227) - - (18,227)
Sale, disposal and retirements - - (36,719) - (36,719) (89,475) (2,734) (128,928)
Other - - 1,673 - 1,673 - - 1,673
Balance, end of year 517 6,382,363 1,207,848 48,682 7,639,410 434,856 459,939 8,534,205
Accumulated Depreciation and

Amortization
Balance, beginning of year - 2,291,950 947,856 211 3,240,017 86,905 340,248 3,667,170
Charge for the year - 127,600 101,002 - 228,602 - 29,412 258,014
Sale, disposal and retirements - - (36,004) - (36,004) (24,955) - (60,959)
Transfers - - - (211) (211) - (2,734) (2,945)
Balance, end of year - 2,419,550 1,012,854 - 3,432,404 61,950 366,926 3,861,280
Net Book Value:

- as of December 31, 2007 517 3,962,813 194,994 48,682 4,207,006 372,906 93,013 4,672,925

- as of December 31, 2006 517 4,087,952 239,691 46,313 4,374,473 437,426 93,578 4,905,477
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19. PROPERTY AND EQUIPMENT, INTANGIBLE ASSETS AND | NVESTMENT
PROPERTY (Continued)

As a result of incomplete cadastrial books, the K&amproperty stated in the amount of RSD
235,260 thousand as of December 31, 2007 has eot thely recorded in the cadastrial register
(December 31, 2006: RSD 265,648 thousand). The 'Ban&nagement is taking steps to obtain
the appropriate property registration documents.

As of December 31, 2007, the Bank’s buildings enoeirad with mortgage had the net book value
of RSD 150,202, and related to building propertguaied in forced collection of the Bank's
receivables, which had already been under mortgaigesd in favor of third parties in the moment

of acquisition.

20. OTHER ASSETS AND PREPAYMENTS
December 31, December 31,
2007 2006
Advances, deposits and retainers:
- in dinars 13,700 12,517
- in foreign currencies 1,364 1,360
Receivables from sales 1,519 5,839
Prepaid taxes and contributions 2,107 4,252
Receivables from employees:
- in dinars 43,528 9,263
- in foreign currencies 12,543 12,351
Receivables arising on reimbursement of expenses ,0534 35,678
Receivables from NBS and other banks and
financial institutions 2,787 2,787
Receivables from retail customers 96,673 70,521
Receivables in dinars for guarantee and acceptance
payments:
- in dinars
- in foreign currencies 128,227 100,967
Receivables from retail customers - 35,826
Other receivables from operations — over 60 days 22,010
Other receivables from operations — under litigatio - 9,613
Receivables arising on turnover of property in dina 11,019 12,283
Receivables from rental of property and equipment , 716D 6,294
Receivables from purchase and sale of securities 9,695
Other receivables from operations:
- in dinars 60,031 48,726
- in foreign currencies 14,942 13,473
Prepayments 299,325 27,445
Receivables from foreign exchange operations 1110, 72,502
Receivables arising on tangibles received
in lieu of debt settlement 154,607 153,884
Other assets 2,217 2,184
Inventories and other office stationary 13,367 14,559
1,967,876 684,029
Less: Allowance for impairment (460,310) (466,119)
1,507,566 217,910
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21. AMOUNTS OWED TO DOMESTIC BANKS

December 31, December 31,

2007. 2006.
Demand deposits:
- in dinars 178,739 507,455
- in foreign currencies 8,392 5,397
Short-term deposits:
- in dinars 1,205,011 1,492,000
- in foreign currencies - 15,800
Short-term loans in dinars 1,860,000 -
Long-term borrowings in dinars 61,482 74,920
Short-term liabilities to NBS:
- in dinars 6,305 4,264
- in foreign currencies 10,268 5,877
Other short-term financial liabilities in dinars - 5,500
3,330,197 2,111,213

Short-term deposits with domestic banks are exrfideperiods of 30 up to 90 days, at annual
interest rates ranging from 8.5% to 14.6%.

Short-term loans in dinars in the amount of RSD6Q,800 thousand relate to loans approved to
other banks to meet their daily liquidity requirarts®e The Bank obtained loans for periods from 1
to 3 days at an interest rate ranging from 7.80%40% annually.

Long-term borrowings in dinars of RSD 61,482 thaus&Y 2006: RSD 74,920 thousand) relate
to liabilities to the National Bank of Serbia basedloans received for the purpose of financing of
farming and live stock production, as well as agtioce and food-processing, issued for a period
of 15 years, including a grace period of 5 yearanaannual interest rate of 0.5%.
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22. AMOUNTS OWED TO CUSTOMERS
December 31, December 31,
2007 2006
Demand deposits:
- in dinars 12,219,770 12,599,330
- in foreign currencies 7,140,445 6,984,610
Short-term deposits:
- in dinars 5,155,865 6,613,789
- in foreign currencies 10,108,059 5,897,907
Long-term deposits:
- in dinars 140,614 98,014
- in foreign currencies 2,222,292 1,039,094
Long-term borrowings:
- in foreign currencies 291,814 606,705
Other financial liabilities:
- in dinars 828 789
- in foreign currencies 115,326 98,014
Current portion of long-term borrowings in foreign
currencies 312,382 353,914
Current portion of long-term deposits:
- in dinars 7,247 29,548
- in foreign currencies 185,058 112,248
37,899,700 34,433,962

A breakdown by customer type is provided in théetdtelow:

December 31,

December 31,

2007 2006

Public enterprises 1,494,550 2,946,236
Corporate entities 13,267,314 14,338,375
Other customers 2,034,800 2,192,097
Foreign entities and banks 2,635,801 1,082,444
Retail customers 18,467,235 13,874,810
37,899,700 34,433,962

Demand deposits in dinars of corporate entities ietdil customers are mainly comprised of
current account balances. Demand deposits of catigentities in dinars and in foreign currencies
are ordinarily non-interest bearing ones, exceptcastractually arranged under specifically
defined terms.

Current accounts of retail customers are non-istdsearing ones. The demand deposits of retail
customers in foreign currencies carry annual isterates ranging from 0.1% to 1%, depending
upon the currency deposited.

Short-term deposits of corporate customers in dibaar annual interest rates ranging from 7.5%
to 14.0%.
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22. AMOUNTS OWED TO CUSTOMERS (Continued)

Short-term retail deposits in foreign currency placed at an interest rate ranging from 2% to
9.0% ("Savings week”) per annum depending on thieeogy.

Long-term deposits of corporate customers denoeihat foreign currency are placed at an
interest rate ranging from 3.10% to 4.6% annuadigehding on the currency.

Long-term retail deposits denominated in dinarspdaeed at an interest rate ranging from 2% to
10% annually.

As of December 31, 2007 and 2006, the structurderaj-term borrowings in foreign currencies
(including current portions) was as follows:

Deember 31, December 31,

Creditor 2007 2006
In foreign currencies:

- Republic of Serbia 2,634 6,937

- International Finance Corporation (IFC) 34841 575,642

- Reintegration Fund of Europe Council 184,540 229,987

- Banca Agricola Mantovana 7,105 13,785

- HBOR Zagreb - 5,148

- Bankgesellschaft Berlin AktiengesellschaftylBe - 34,155

- Westdeutsche Landesbank AG Dusseldorf 63,499 94,965

604,196 960,619

Long-term borrowings in foreign currencies stateédacember 31, 2007 in the amount of RSD
346,418 thousand (FY 2006: RSD 575,642 thousaagjesent liabilities for borrowings financed
by the International Finance Corporation issuecafperiod of 4 years, at interest rate equal to six
month LIBOR as increased by 2% per annum. On Noeer@b, 2004, the Bank concluded the
Agreement on debt refinancing with the Internatidiinance Corporation and former members of
Vojvodanska banka — Associated bank. In accordance WwihAgreement, the loan should be
repaid in 8 semi-annual installments, by whichftret installment is due on December 15, 2005.

The long-term borrowing in the amount of RSD 188,54ousand (FY 2006: RSD 229,987
thousand), was approved by the Reintegration Flihd.original contract between the Bank and
Reintegration Fund was concluded on August 24, 1B@&@ing 2002, the Bank has reprogrammed
the terms of the contract and according to the teaws, repayment period is 9 years with the
interest rate of 3.558% per annum.

As of December 31, 2007, long-term borrowings ireign currencies in the amount of RSD
7,105 thousand (FY 2005: RSD 13,785 thousand) septdiabilities for loans approved by Banca
Agricola Mantovana for a period of 6.5 years andra@rest rate equal to six-month EURIBOR as
increased by 0.75% per annum, as well as for ageri 3 years and the aforementioned interest
rate.

As of December 31, 2007, long-term borrowings irefgn currencies in the amount of RSD

63,499 thousand (FY 2006: RSD 94,965 thousand)esept liabilities for loans approved by

Westdeutsche Landesbank AG Diisseldorf for a pearfddl years and 10 months, at interest rate
equal to six-month EURIBOR as increased by 2.18p8%@annum.
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23.

24.

INTEREST, FEE AND COMMISSIONS PAYABLE

Matured interest:
- in dinars
- in foreign currencies

Fee and commissions payable in dinars

OTHER OPERATING LIABILITIES

Net salaries and benefits
Taxes and contributions payable

Liabilities for advances, deposits and retainecgired:

- in dinars
- in foreign currencies
Payables to suppliers:
- in dinars
- in foreign currencies
Other liabilities to banks based on payment trassfe
Liabilities to customers in dinars
for unsettled payments
Liabilities from exchange transactions
Other liabilities

Decemter 31, December 31,
2007 2006

48,712 87,629

1,585 2,468

50,297 90,097

5,066 4,293

55,363 94,390

December 31,

December 31,

2007 2006
70,917 62,479
74,137 59,494
8,972 9,494
23,773 5,892
149,197 43,271
40,778 6,029
5,863 4,721
157,644 42,296
1,070,240 403
33,909 41,560
1,635,430 275,639
32
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25.

PROVISIONS

a) Provisions for off-balance sheet items
Balance, beginning of year

Charged during the year (Note 8a)
Release of provision (Note 6)

Foreign exchange fluctuations

Balance, end of year

b) Provisions for retirement benefits

Balance, beginning of year

Opening balance adjustment of retained earnings
Payments for early retirements

Charged during the year (Note 8a)

Balance, end of year

¢) Provisions for litigations
Balance, beginning of year
Release of provision (Note 6)
Charged during the year

Balance, end of year

d) Other contingent liabilities
Balance, beginning of year
Charged during the year

Balance, end of year

December 31,

December 31,

Translation of the Independent Auditors’ Report Isstién the Serbian language

2007 2006
510,893 439,936
47,227 246,484
(39,083) (168,477)
- (7,050)
519,037 510,893
123,650 -
- 103411
(401,946) -
389,819 20,239
111,523 123,650
467,397 -
(31,264) -
- 467,397
436,133 467,397
83,212 -
- 83,212
83,212 83,212
1,149,905 1,185,152
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26.

27.

OTHER LIABILITIES AND ACCRUALS

December 31, December 31,

2007 2006
Accrued interest:
- in dinars 50,356 38,557
- in foreign currencies 92,842 69,632
Deferred liabilities for accrued expenses in dinars 25,098 548
Accrued and collected interest:
- in dinars 4,102 320
- in foreign currencies 1,237 1,885
Deferred fee and commission income from loan oatjom
fees, guarantees and letters of credit 153,675 91,584
Deferred income from exchange transactions 1,082,7 3,815
Other accruals 4,629 2,079
1,374,644 208,420

SHARE CAPITAL

As of December 31, 2007, the Bank’s share capitaiprised of 891,790 ordinary shares with the
individual par value of RSD 10,000 (as of Decenfer2006: 481,790 ordinary shares).

The Bank’s shareholders are entitled to take pathé Bank’s decision-making commensurately
with their interest in the total amount of the Ban&rdinary shares, in the distribution of profit,
priority purchase rights of shares from subseqissutances, priority collection rights in the event
of the Bank’s bankruptcy or liquidation.

In December 2006, in accordance with the term$efAgreement on the Purchase and Sale of
Share Capital, the National Bank of Greece becameniajority owner of the Bank’s share capital
through the acquisition of an equity interest of43%. The aforementioned acquisition is duly
registered with the Central Securities Depositorg &learing House on December 12, 2006.

Pursuant to the November 29, 2007 Articles of Ipooation number 1.0-10340/2 and Decision

on Increase in Capital, the share capital of thekBacreased through the issuance of 410,000
ordinary shares having the individual par valueR&D 10,000. The National Bank of Greece,

Bank purchased the entire share issue, and thbedfame its sole owner.

The Bank’s other capital in the amount of RSD 28,#busand is formed by conversion of non-
business funds in the Bank’s capital, upon finsietiadoption of International Financial Reporting
Standards as of December 31, 2003.

The earning per share for 2007 amounted to RS23BY 2006: RSD 2,550).
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27. SHARE CAPITAL (Continued)
Capital Adequacy and Other Ratios Prescribed by thé.aw on Banks
The Bank is required to maintain a minimum capgidéquacy ratio of 12 percent, as established
by the NBS. As of December 31, 2007, the Bank'stahpdequacy ratio was higher than the
prescribed minimum.
The Bank is also required to maintain certain matielated to the volume of its activities and

composition of risk assets in compliance with tlasvlon Banks and with the NBS Requirements.
At December 31, 2007, all ratios related to theun of activities composition of risk assets

28.

complied with the ratios prescribed by the NatidBahk of Serbia.

OFF-BALANCE SHEET ITEMS

December 31,

December 31,

2007 2006
a) Managed funds
- in dinars 2,323,610 1,683,635
- in foreign currencies 94,625 195,394
2,418,235 1,879,029
b) Guarantees, other contingent liabilities and
commitments
Payment guarantees:
- in dinars 689,674 834,225
- in foreign currencies 123,483 828,432
Performance bonds:
- in dinars 1,657,571 1,589,305
- in foreign currencies 1,112,284 1,165,435
Nostro letters of credit issued in foreign curresci 178,152 270,243
Sureties and acceptances 464,712 630,324
Irrevocable commitments and undrawn credit faesiti 4,930,062 4,045,713
Receivables from exchange rates derivatives 81489 -
20,494,407 9,363,677
c) Other off-balance-sheet items
Foreign currency public savings bonds 1,233,696 1,310,428
Guarantees received as collateral for the settlenfen
liabilities 404,727 2,356,884
Securities placed as collateral for the settleroériabilities 49,926 91,632
Mortgages, pledges, bills of exchange and otheragees
- assets placed as collateral for security atg@ients 36,398,975 39,320,006
Polish loan 3,427,687 2,877,122
Other off-balance-sheet-items 229,332 240,373
41,744,343 46,196,445
Total off-balance-sheet items 64,656,985 57,439,151
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28.

29.

OFF-BALANCE SHEET ITEMS (Continued)

The funds managed on behalf of third parties maielate to funds received from the public

sector customers and at December 31, 2007 amotmRED 2,418,235 thousand (FY 2006: RSD
1,879,029 thousand). The funds managed on beh#tirdfparties primarily include loans for the

Economic Recovery of Serbia (RSD 88,485 thousalodyys of the Development Fund of the

Republic of Serbia for loans to registered agrigalt farms (RSD 1,807,549 thousand), loans
placed from the funds of the Ministry for Agriculey Forestry and Water (RSD 414,222

thousand) and loans which companies extend its@raps or other companies through the Bank
as an agent totaling RSD 107,979 thousand. The Blaalges fees for the services provided.

d) Litigation

As of December 31, 2007, according to the Bank'gdléepartment’s estimation, the value of
legal proceedings filed against the Bank totaledR%5654,146 thousand. The management
recognized a provision for litigation in the amowitRSD 436,133 thousand (Note 25c). The
aforementioned amount does not include the potesutiunt of penalty interest which could be
determined upon the conclusion of such legal prdicgs, or costs of litigations calculated as of
December 31, 2007. The Bank’'s management doesntiotpate any significant further negative

effects on the Bank’s financial statements as altre$ other pending litigations.

RISK MANAGEMENT POLICIES
Credit Risk

The Bank takes on exposure to credit risk, whigiragents the risk that a counterparty will be
unable to fully settle the amounts due in a tintaBnner. The Bank structures the levels of credit
risk by placing limits on the amount of risk acaptn relation to one borrower, or groups of
borrowers, and to the geographical and industrymsegs. Such risks are monitored on a
periodical basis and are subject to an annual aerfrequent review. Exposure to credit risk is
managed by the regular analysis of the ability ofrtwers and potential borrowers to meet
interest and capital repayment obligations, and dmanging these lending limits where

appropriate. Exposure to credit risk is also maddgeobtaining collateral.

Liquidity Risk

The Bank is exposed to daily calls on its availaisish resources from overnight deposits, current
accounts, matured deposits, loan withdrawals aadagees. The Bank does not seek to maintain
cash resources to meet all of these needs estgntitat a minimum level of reinvestment of
maturing funds can be predicted with a high le¥elaestainty.

The matching and controlled mismatching of the mig#s and interest rates of assets and
liabilities is fundamental to the management of Benk. It is unusual for banks ever to be
completely matched since business transactedeés oft an uncertain term and of varying types.
The maturities of assets and liabilities and thitalbo replace, at an acceptable cost, the irgiere
bearing liabilities as they mature, are importattdrs in assessing the liquidity of the Bank and
its exposure to changes in interest and excharigg. ra
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29. RISK MANAGEMENT POLICIES (Continued)
The Bank’'s management judges that the diversiticatif deposits by the type of deposit placed
and the number of customers, as well as the histioeixperience of the Bank, provide adequate

assurance that its deposits represent a stableshalole source of finance.

The maturities of the Bank’s assets and liabilitesnponents, based on the remaining period
from the balance sheet date to the contractual nhauate, as of December 31, 2007 were as

follows:
2007
From One
Less Than to From 3 to Over
One Month 3 Months 12 Month One Year Total
ASSETS
Cash and cash equivalents 2,376,090 - - - 2,376,090
Deposits with the central bank and
securities available for refinancing with the
central bank 21,102,837 - - - 21,102,837
Interest, fee and commission receivable 194,065 - - - 194,065
Placements with domestic banks 481,101 1,031,318 1,512,419
Loans and advances to customers 4,614,863 1,126,460 4,375,932 15,531,547 25,648,802
Trading securities 1,100,128 - - - 1,100,128
Securities held-to-maturity 9,975 1,097,872 - - 1,107,847
Equity investments and securities
available-for-sale - - - 350,090 350,090
Investment property - - - 93,013 93,013
Property, equipment and intangible assets - - - 4,579,912 4,579,912
Other assets and prepayments 182 - 51,238 1,456,146 1,507,566
Deferred tax assets - - - 86,074 86,074
Total assets 29,879,241 3,255,650 4,427,170 22,096,782 59,658,843
LIABILITIES AND EQUITY
Amounts owed to domestic banks 3,268,715 - - 61,482 3,330,197
Amounts owed to customers 25,444,367 4,736,636 5,063,977 2,654,720 37,899,700
Interest, fees and commission payable 55,363 - - - 55,363
Debt securities issued - - 239 - 239
Current income taxes payable - - 141,602 - 141,602
Other operating liabilities 1,469,906 - 165,524 - 1,635,430
Provisions - - - 1,149,905 1,149,905
Other liabilities and accruals 1,032,835 42,074 84,148 215,587 1,374,644
Deferred tax liabilities - - - 152,637 152,637
Total equity and liability 31,271,186 4,778,710 5,455,490 4,234,331 45,739,717
Liquidity gap:
- as of December 31, 2007 (1,391,945) (1,523,060) (1,028,320) 17,862,541 13,919,126
- as of December 31, 2006 (903,616) (4,508,703) 1,972,713 11,296,544 7,856,938

The Bank’s liquidity, as characterized by its dbito settle its liabilities as they fall due, defds

upon the structure of the Bank’s deposits and tmepatibility of its cash flows as they relate to

the receipts and payments of funds. The structiitheoBank’s assets and liabilities components
as classified into their relevant maturities at &aber 31, 2007 indicates the existence of
significant liquidity gaps in the periods from ottethree months and in the periods from three-to
twelve-months. The primary reason for these gags ilh the fact that the short-term funding

sources with maturities of up to one month haventmeenmitted for longer periods of time.
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29.

RISK MANAGEMENT POLICIES (Continued)

Interest Rate Risk

VOJVODANSKA BANKA A.D., NOVI SAD

ASSETS
Cash and cash equivalents

Deposits with the central bank and securities

available for refinancing with the central
bank

Interest, fee and commission receivable

Placements with domestic banks

Loans and advances to customers

Trading securities

Securities held-to-maturity

Equity investments and securities
available-for-sale

Investment property

Property, equipment and intangible assets

Other assets and prepayments

Deferred tax assets

Total assets

LIABILITIES AND EQUITY

Amounts owed to domestic banks
Amounts owed to customers

Interest, fees and commission payable
Debt securities issued

Current income taxes payable

Other operating liabilities

Provisions

Other liabilities and accruals

Deferred tax liabilities

Total liabilities

Interest Sensitivity Gap:
- as of December 31, 2007

- as of December 31, 2006

2007
Interest Non-Interest
Bearing Bearing

ltems ltems Total
651,332 1,724,758 2,376,090
11,675,152 9,427,685 21,102,837
133,556 60,509 194,065
482,348 1,030,071 1,512,419
25,380,382 268,420 25,648,802
- 1,100,128 1,100,128
1,107,847 - 1,107,847
- 350,090 390,090
- 372,906 372,906
- 4,300,019 4,300,019
- 1,507,566 1,507,566

86,074 86,074
39,430,617 20,228,226 59,658,843
3,153,595 176,602 3,330,197
23,483,775 14,415,925 37,899,700
55,363 - 55,363

239 - 239
- 141,602 141,602
- 1,635,430 1,635,430
- 1,149,905 1,149,905
- 1,374,644 1,374,644
- 152,637 152,637
26,692,972 19,046,745 45,739,717
12,737,645 1,181,481 13,919,126
7,358,420 498,518 7,856,938
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29. RISK MANAGEMENT POLICIES (Continued)

Interest Rate Risk (Continued)

The following table shows annual interest ratesnfiore significant currencies in which financial
instruments are denominated:

RSD EUR UsD

Assets
Obligatory reserve with the NBS in dinars 2.5% - -
Securities acquired in repurchase transactions

with the Central Bank 13.75%-15.5% - -
Short-term loans and deposits placed to

domestic banks - 5% - 5.15% -
Loans and advances to customers up to one

year:

- corporate customers 24.2% -28.8% 3.8%-21% -
Loans and advances to customers over one

year:

- corporate customers 1%-14.76% 7%-9.25% -

- retail customers 2%-2.2% monthly 4% - 26.52% -
Liabilities

Demand deposits:
In accordance with  In accordance with

- corporate and bank customers terms of agreement  terms of agreement
- retail customers 0% - 1% 0.1% - 1% 0.1% - 1%
Short-term deposits:
- corporate customers 0.06% - 19.5% - -
- retail customers 7.5% - 20.5% 2% - 6% 1.8% - 4.7%
Long-term borrowings:
- International Finance Corporation - 6M LIBOR+2% -
- Reintegration Fund - 3.558% -
6M EURIBOR+
- Banca Agricola Mantovana - 0.75% -
- HBOR Zagreb, (settled in 2007) - 6.8% -
- Bankgesellschaft Berlin Aktiengesellsch
Berlin (settled in 2007) - 6M EURIBOR+1.5% -
6M EURIBOR+
- Westdeutsche Landesbank AG Dusseldorf - 2.1875% -
- National Bank of Serbia 0.5% - -
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29. RISK MANAGEMENT POLICIES (Continued)
Currency Risk

The principle of the Bank’s currency risk managethmiicy is to establish and maintain its total
foreign currency receivables (foreign currency eysat the level of the amount of its total foreign
currency payables (foreign currency liabilities).

The following table summarizes the net foreign enay position of the Bank’s components of
monetary assets and liabilities:

2007
Total
Other Foreign Local
EUR UsD Currencies  Currencies Currencies Total

ASSETS
Cash and cash equivalents 576,284 84,590 190,140 851,014 1,525,076 2,376,090
Deposits with the central bank and

securities available for refinancing

with the central bank 9,427,685 - - 9,427,685 11,675,152 21,102,837
Interest, fee and commission

receivable 85,396 1,805 976 88,177 105,888 194,065
Placements with domestic banks 1,029,841 - - 1,029,841 482,578 1,512,419
Loans and advances to customers 16,725,183 928,338 485,491 18,139,012 7,509,790 25,648,802
Trading securities 634,917 - - 634,917 465,211 1,100,128
Securities held-to-maturity - - - - 1,107,847 1,107,847
Equity investments and securities

available-for-sale 383 9,787 - 10,170 339,920 350,090
Property, equipment and intangible

assets - - - - 4,672,925 4,672,925
Other assets and prepayments 50,759 4,690 2,703 58,152 1,449,414 1,507,566
Deferred tax assets - - - - 86,074 86,074
Total assets 28,530,448 1,029,210 679,310 30,238,968 29,419,875 59,658,843
LIABILITIES AND EQUITY
Amounts owed to domestic banks 18,630 24 7 18,661 3,311,536 3,330,197
Amounts owed to customers 18,900,324 949,397 653,208 20,502,929 17,396,771 37,899,700
Interest, fees and commission

payable 1,819 234 85 2,138 53,225 55,363
Debt securities issued 239 - - 239 - 239
Current income taxes payable - - - - 141,602 141,602
Other operating liabilities 1,140,531 19 63 1,140,613 494,817 1,635,430
Provisions - - - - 1,149,905 1,149,905
Other liabilities and accruals 256,745 6,406 968 264,119 1,110,525 1,374,644
Deferred tax liabilities - - - - 152,637 152,637
Total liabilities 20,318,288 956,080 654,331 21,928,699 23,811,018 45,739,717
Net Balance Sheet Position:

- as of December 31, 2007 8,212,160 73,130 24,979 8,310,269 5,608,857 13,919,126

- as of December 31, 2006 (1,248,481) 17,877 300,984 (929,620) 8,786,558 7,856,938

At December 31, 2007, dinar loans to customers #nathedged by indexing to the RSD: EUR
exchange rate and the respective interest recelwaat well as liabilities with a currency clause
presented under assets in the foreign currencies.
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30. RELATED PARTY TRANSACTIONS

The table below summarizes the total balance shedtoff-balance-sheet exposures to related

parties:
December 31, December 31,
2007 2006
Related Party Type of Transaction
VOBEX - equity Loans 2,323 2,323
share of 100% Allowance for impairment (2,323 (2,323)
Matured receivables 56,112 56,032
Allowance for impairment (54,308 (38,572)
Interests 5,134 5,134
Allowance for impairment (2,283 (1,943)
Equity investments 326 326
Allowance for impairment (326 (326)
Fixed assets 4,059 4,059
Other receivables 11,887 12,263
Allowance for impairment - (10,701)
Deposits (50) (50)
Suppliers and other liabilities (791 (1,171)
19,760 25,051
IMOS, SID Long-term borrowings 5,157 5,157
Allowance for impairment of equity
equity share of investments - (258)
51.55% Interest 8 4
Equity investments 31,984 31,984
Allowance for impairment - (1,599)
Deposits (2,189 (4,832)
34,960 30,456
Loans, interests and other
Private individuals receivables 651,631 491,018
Allowance for impairment (3,005 (3,661)
648,626 487,357
NBG banka a.d., Other placements and other matured
Beograd receivables 30,32: 316,00(
Allowance for impairment (1,716 -
28,60t 316,000
Receivables, net 731,952 858,864
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30. RELATED PARTY TRANSACTIONS (Continued)
The following table summarizes total income andesges from related parities:

Year Ended December 31,

2007 2006

VOBEX Interest income - 351
Release of provision 1,000 26,218

Losses on impairment and provisions (3,764) (143)

Other expenses - (2,780)

(2,764) 23,646

IMOS, SID Release of provision 43 1,736
(Expenses)/income, net (2,721) 25,382

As of December 31, 2007, the remunerations paithecomembers of the Management Board
amounted to RSD 6,692 thousand, while the remunesapaid to the members of the Executive
Board amounted to RSD 32,957 thousand (2006: RSB014thousand paid to the members of
the Executive Board and RSD 13,801 thousand pdaitetonembers of the Management Board).

32. POST-BALANCE SHEET EVENTS

In accordance with the Decision of the Bank’s Aslsly as of January 3, 2008, the Bank enacted
the Decision with reference to the merger with Neional Bank of Greece a.d. The stipulated
date of merger is December 31, 2007, whereas theraéntioned business combination was
inscribed in the Central Register of SecuritiesJanuary 14, 2008. Thereafter, the Bank continued
its business operations under the name of \@iguska banka a.d., Novi Sad.

32. EXCHANGE RATES

The official exchange rates for the major curregaaised in the translation of the balance sheet
items denominated in foreign currencies, were Hgvis:

In RSD
December 31, December 31,

2007 2006
usD 53.7267 59.9757
EUR 79.2362 79.0000
GBP 107.3080 117.8577
CHF 47.8422 49.1569
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