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Money Market Operations

Contrary to evolution of the previous year, local money market has registered an essential increase in 
interest rate during 2006. Owing to maintenance of the aggressive policy on sterilizing money supply 
and maintenance of inflation level by the National Bank of Moldova, surplus of liquidity in MDL of com-
mercial banks has been directed into Deposit certificates and placement at NBM, under conditions of 
gradual interest rate increase.

As a result of an increased demand of credits, especially by individuals, the most available resources 
of the bank have been directed during 2006 to lending clients, having conditioned a diminution of 
amount of investments in treasury instruments Stocks and Shares, Certificates of the NBM and short-
term deposits in national and foreign currency. However, this fact has not brought to an obstacle for 
improving financial results herein. Under conditions of increase in interest rate of the most of financial 
tools, total income obtained from investment in treasury instruments have increased in 4.8% as to 
2005: including from Certificates of the NBM and Stocks and Shares – in 12.1%.

Total investments of the bank in the money market instruments (Stocks and Shares, Certificates of the 
NBM and NBM deposits) have achieved in 2006 the amount of 826.4 million MDL, Stocks and Shares 
in the primary market having been 116.4 million MDL and 24.3 million in the secondary market, 210.4 
million MDL - NBM deposits and 475.3 million MDL - Certificates of the NBM. Volume of REPO opera-
tions between MAIB and local banks has been maintained approximately at the same level in amount 
of about 60.6 million MDL.

Following development and activation of the money market in the Republic of Moldova, the bank 
continued the 2005 initiative, that already become a tradition, and has organized a seminar upon sub-
ject Financial markets: Money-Market and Capital Markets, moderated (or sustained) by a foreign area-
related expert.
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M A N A G E M E N T

Risk is an integrated component of the bank’s activity. “Moldova Agroindbank” undertakes risks within 
well-determined and well-stated strategies and levels of competence only.

The Risks Management Department – independent of business divisions, with the following main ob-
jectives: improving financial performance of the bank and providing the bank will not suffer unaccept-
able (major) losses operates within the bank.

Risks Management Department is responsible for identification, evaluation, administration and ade-
quate monitoring of risks the bank faces in its activity. 

In order to make this process efficient, the Risks Management Department promotes uniform actions 
of risk monitoring, in parallel to development of internal work proceedings, by permanent perfecting 
of the existent system of risks administration, overtaking modern techniques of their estimate and 
control. 

The bank always monitors risk and all positions of the balance sheet, especially: credit risk, market risk 
(interest rate risk and currency risk), liquidity risk, operational risk, country risk and counterpart risk 
etc.

Credit risk is the risk related to incapacity or disinclination of the borrower to fulfill payment obligations 
stated in credit agreement resulting in financial losses for the bank.

In order to efficiently manage credit risks, the Risks Management Department always performs identi-
fication, evaluation, development of proposals on minimizing and reporting existent and potential risk 
types and levels, related to credit business. Into this effect, Analysis of credit risks is effectuated and is 
reported to Credit Committee of the Bank.

Increase in responsibility of credit risk management further imposes necessity the bank to perfect and 
improve own credit risks administration system providing:

Limiting and minimizing credit risks by observing restrictions, stated by the NBM, observing inter-•	
nal ratios, reflected in Annual directives on credit risk limits and parameters for 2007, stating and 
observing annual limits of risk exposure of lending products for trade clients;
Approval of credit limits / transactions at a proper level, after acquiring a positive advice by the •	
Risks Management Department on admissibility the bank to assume such risk only;
Monthly classification of credits in accordance with Regulations of the NBM „Regarding classifica-•	
tion of credits and formation of reductions for credit losses (risk fund)” and Regulations of the bank 
„Regarding classification of credits and formation of reductions for credit losses”;
Formation of reductions for credit losses;•	
Systematic change of authority of lending managers depending on credit portfolio evolution and •	
quality;
Differentiation of collateral degree depending on client’s category;•	
Systematic revision of lending guidelines/proceedings on different segments of clients and intro-•	
duction of necessary modifications;
Application of Credit Control function to verify fulfillment of the range of conditions on approv-•	
ing limits / transactions at the both stage of preparation of credit agreements and at the stage of 
receiving credit funds.
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Market (currency and interest rate) and liquidity risk

The concept of market risk management includes identification, evaluation of such risks and determi-
nation of limits the bank is exposed to for each type of risk, by stating some strict limits or reference 
parameters for risk ratios. All limits and parameters on the bank’s exposure to market and liquidity risks 
are set in Annual directives on Risk Limits and Parameters. 

Reports and information regarding level of the bank’s exposure to market and liquidity risks are regu-
larly submitted to examination by Committee for Assets and Liabilities Management of the bank, moni-
toring of risks related to the bank’s activity is included as well in its duties.

Currency risk

The National Bank of Moldova sets limits for maximum position allowed for each currency maintained 
by commercial banks. These limits and internal limits for open currency position and VaR (Value at Risk 
is an expression of the probable potential losses from modification of exchange rate), are daily moni-
tored by reporting proceedings stated within Treasury and Risks Management Departments. Underly-
ing principles of the efficient management applied by the Bank are:

Regular review of the bank’s exchange rate risk, modification of risk limits and necessary actions for •	
inclusion within risk limits if required; 
Daily calculation of Value at Risk (VaR) ratio and observance of VaR limits stated; •	
Execution of currency exchange transactions within open currency positions set by Bank (VaR) and •	
by the NBM (OCP).

Interest rate risk 

Interest rate risk comprises two elements:
Income risk evaluated by GAP analysis and scenario modeling;•	
Investment risk, for which evaluation the principle of investment market value sensibility is used;•	
Underlying principles of interest rate risk management applied by the bank are as follows:•	
Regular examination of interest rate risk and its compliance with risk limits and parameters;•	
Periodic revision of the current bank’s exposure to interest rate risk and recommendation of modi-•	
fication of risk limits and parameters if required; 
Formation of balanced component of assets and obligations according to type of fixed or variable •	
interest rate and maturity term or modification of interest rate; 
Calculation of maturity difference of Assets and Liabilities sensible to modifications of interest rate •	
(GAP);
Recommendation on implementation of treasury financial tools for hedging the bank’s exposure •	
to risks or for assuming financial risks through various transactions in the inter-banking market or 
with the bank’s clients; 
Calculation of Duration ratio (ratio of the sensibility of fixed interest rate market instruments to •	
modifications of interest rate) for Securities portfolio;  
Analysis of profitability ratios: spread, net interest income (interest margin).•	
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Liquidity Risk

The bank’s approach regarding liquidity management consists of estimation of the bank’s liquidity po-
sition on the on-going basis. The bank’s GAP analysis is effectuated basing on maturity dates. Underly-
ing management principles are:

Regular examination of liquidity risk and establishment of risk parameters and limits; •	
Regular review of the bank’s exposure to liquidity risk, modification of reference parameters and •	
limits for risk indicators and ratios and of necessary actions for inclusion within set risk parameters 
if required; 
Confrontation of risk indicators and ratios (differences of assets and liabilities maturity, etc.) with •	
reference parameters and limits approved; 
Daily monitoring of the bank’s liquidity level, apprising management of useful proposals on main-•	
taining liquid assets and total assets ratio according to NBM requirements, as well as internal limit, 
if required; 
Bank’s GAP analysis basing on maturity dates; •	
Analysis of risk factors, determining the bank’s liquidity position, recommendation to approval and •	
implementation of new financial tools related to assets and liabilities management process, recom-
mendation to ALCO of various proposals on minimizing risks related to liquidity. 

Country Risk and Counterpart Risk

Estimates made public by international agencies are permanently followed, own analyses are effec-
tuated by accumulating various information and limitations in co-operation relations are applied for 
counterpart banks as well as for countries they are operating in. Duties of the Credit Committee of 
the bank also include examination of the bank’s exposure to counterpart risk, approval or rejection of 
proposals on country and counterpart limits, as well as reduction, growth, cancellation or restoring of 
such limits. 

Operational risk

The bank’s approach regarding operational risk consists of developing guidelines and proceedings on 
operational risk, division of the bank’s income and expenditures upon business lines according to Basel 
II requirements, systematization of risks upon types of events, coordination of various normative acts 
(regulations, guidelines, proceedings, etc.) to decrease operational risk, accumulation and processing 
of information submitted by the bank’s subdivisions, its analysis will be further included in the report 
submitted to the bank’s management. 

Management of risks related to informational technologies

Shift to an on-line centralized database imposed the necessity of more severe security actions. 

In order to minimize such category of risks, the bank manages risks specific to data processing medium, 
such as: information confidentiality risk, information integrity risk basic component operation continu-
ity risk and operation medium security risk.
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“Moldova Agroindbank” ranges its activity in accordance with requirements of International Standards: 
information security system management - ISO 17799 and quality – ISO 9001. The main objective is to 
provide a common base for development of organizational security standards, an efficient practice of 
security management and to provide confidence of inter-organizational operations.

Risk monitoring will be effected by:
Regular analysis of the bank’s information risks, applying internationally accepted methodologies, •	
with controls required for decreasing risks;
Regular management and prompt reaction to eventual incidents of information security; •	
Development, systematic updating and real application of Business Continuity Plan;•	
Regular control of observing requirements of information security by the bank’s employees and •	
third parties rendering to the bank outsourcing services in IT-related area. 

To prevent actions related to frauds, unauthorized access to data, information, programs, some con-
trol methods and techniques, such as: cryptographic and digital signature system, special network 
and data protection systems, authentication by qualitative passwords and special bank’s information 
system access cards, system access limitations, anti-virus systems are applied, the bank’s information 
system users are trained on information security. The bank created a special structure involved in the 
bank’s information system security only.

To provide business continuity:
Required proceedings and tools, including backup, restoring the system in the vents of calamities •	
are developed and applied; 
Servers, computers and software are regularly updated to provide the bank’s information system •	
friability and accessibility;
Specific processes in accordance with globally accepted standards, such as COBIT (Control Objec-•	
tives IT), ITIL - of managing information technologies and information security are implemented.
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The bank pays priority consideration to assurance of informational technologies (IT) development, ef-
ficiency and stability of operation of IT infrastructure as supporting banking business processes and to 
face competition and market change threats, as well as to facilitate increase in productivity.

“Moldova Agroindbank” is one of first financial organizations of the CIS, which has finished updating 
the bank’s server site in September 2006. Thus, by co-operation with IBM experts, a cluster center geo-
graphically distributed of data processing IBM’s UNIX-based platform by using SAN and IBM On-De-
mand technologies has been created. The bank has become one of first worldwide institutions that use 
new advanced 4Gb Fiber Channel standard. This informational system architecture allows providing an 
increased security, provides complete data monitoring and the bank’s continuous operation even in 
the event of infrastructure failures. 

Additional efforts have been made for improving and diversifying service distribution channels, e-
banking (Client-Bank) and Internet-Bank play a special role within. Client-Bank service has been en-
riched with new functionality, already available to clients at the end of accounting year. 

By implementing a specialized software, informational support and novel issue in the market of con-
sumer credits – a product meant to population and based on scoring methods that allows the bank, 
in co-operation with merchants, to very operatively grant credits to meet needs in household appli-
ances, informational equipment, construction materials and in-house arrangement, etc., have been 
provided.
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Since November 2001 in the Republic of Moldova is applied the Law regarding the prevention of mon-
ey laundering and terrorism financing. 

According to the provisions of the law and to the recommendation of the NBM, “Moldova Agroindbank” 
has developed its own Action Program referring to the fighting against money laundering and involve-
ment of the bank in suspicious transactions. The main objective of this program is creation of an effi-
cient system of the internal control for identification and prevention of money laundering cases. Also, 
the bank has a systemized procedure for identification of new clients, as well of the persons operating 
on their behalf, and up till the moment of identification and their acceptance, the bank does not enter 
into business relation with them.  The bank does not open anonymous accounts. 

To fight against the terrorism financing, a permanent monitoring of the client’s transactions it is per-
formed, including discovering the eventual transactions of the persons and companies mentioned in 
the lists of the UN Security Council.  

In case of setting up correspondent relations from the respective bank institutions it is requested infor-
mation regarding their compliance with AML and KYC requirements.

During the last four years, the bank had no objections from the monitoring organizations regarding the 
involvement of the bank in illicit affairs or money laundering. 
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O RG A N I Z A T I O N  C H A RT  O F

B C  “ M O L D OVA - A G RO I N D B A N K ” S . A .
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President of the Bank

Internal Audit Department 
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Legal Department

Human Resources and Organization
Department

Security Service

Informational Technologieas and Business

Continuity Security Service

Assistance to the President

Corporate Banking

Retail Banking

Treasury Department 

International Settlements Division

Strategic Planning and Budget Department

Accounting and Finance Department

Corporate Investment Department

Information Technologies Department

Settlements and Statistic Division

Thesaurus Department 

Management Department 

Group of Preventing money laundering

“MAIB-Leasing”
(subsidiary with 100% equity capital of the bank)
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The successes of 2006 have proved unprecedented dynamics within the bank; the obtained results 
have reached maximal values. Behind these successes there is only one explanation: the PEOPLE of 
“Moldova Agroindbank”.

At the end of 2006, the bank had 1519 employees; the number of these has increased compared to the 
previous year, as a result of opening of new vacancies related to the expansion of the banking business 
in Chisinau.

Having as its main concern the maintenance of the staff quality indicators at the highest levels, the 
bank has continued recruiting young talents amongst the graduates of higher educational institutions. 
As a consequence of this process, the overwhelming majority of the bank employees (74,5%) have 
higher education, and the average age of the specialists is 37,1 years.

The bank employees have enjoyed during the year of numerous career-growing opportunities. The pol-
icy of career management was based on a close cooperation between the employees, managers and 
human resources specialists. The geographical and functional mobility of the employees, has consider-
ably contributed to the improvement of their skills and performance, something, which corresponds 
to the necessities of the bank. Thus, 112 employees have changed their work place in the network. In 
the same time, the bank has favored the internal promotion, as recognition of skills and responsibilities 
development of its employees. Approximately 100 people have been promoted, with the perspective 
of career growth, in commercial area, management and others.

Professional formation was and remains the main element in the development of employees’ abilities. 
It is conceived at the level of each employee, departing from the individual needs for the development 
of his qualifications, and from the level of the global needs of the bank. The care of the bank towards its 
employees can be found at all levels of professional formation:

The courses that are oriented towards the consolidation of the sales power and following of the •	
commercial expansion of the bank (the diagnosis of the financial status of the clients, knowledge 
of products, behaviorist techniques, the knowledge of the internal processes and informational ap-
plications, quality of the services);
Courses for the development of skills for the managers of the bank;•	
Courses related to such functions as support, management of risks, back-office activities.•	

All in all 206 internal and external courses and seminars, organized in 2006, have congregated 2587 
participants, managers and bank specialists. A group of managers and team coordinators have enjoyed 
the help of some experimented bank specialists from the West-European countries.

The newly hired employees as well as the whole personnel have become aware of the necessity and 
importance to comply with the institutional bank culture, which requests from the employees not only 
a certain level of education or professional experience, but, a behavior oriented towards collective re-
sults. This fact has been felt in the responsibility of the personnel for the achievement by the bank of 
the established goals. Due to this fact, the bank has maintained its leading position in the banking 
environment of the country. 
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Social corporate responsibility is an integral part of the corporate culture of “Moldova Agroindbank”, 
which tends towards the implementation of social corporate responsibility principles in its daily activi-
ties. The investments in the development of the community consolidate the image of the company in 
the society and offers new long-term growth opportunities. “Moldova Agroindbank” is one of the most 
active companies that support programs with great social impact.

In 2006, “Moldova Agroindbank” has directed its philanthropic efforts towards:
Improvement of living conditions in the communities of Moldova;•	
Support of youth initiatives;•	
Sponsorship of the national culture of Moldova.•	

One of the priorities for the bank has been the community development. We have supported a number 
of sponsorships and implications in local projects:

The Construction of public playgrounds for the children from Ungheni and Vadul-lui-Voda, an activ-•	
ity carried out in partnership with VOXTEL;
The reconstruction of the kindergarten № 4 and of the school № 2 from the town of Taraclia, in •	
partnership with the town council of Taraclia;
Acquisition of equipment for the kindergarten № 108 from Chisinau;•	
Arrangement of a parlor in Nisporeni district hospital;•	
Reconstruction of the inside of the Neurological and Neurosurgical Institute from Chisinau.•	

“Moldova Agroindbank” carries out a number of sponsorship policies, which consist in granting of sup-
port to educational institutions, as well as financing of activities meant to sustain the students. In this 
regard can be mentioned:

Patronizing of the boarding gymnasium for orphans from the town of Falesti. The bank got involved •	
in this project in order to offer children adequate premises for the educational process and during 
2006 has supported financially various activities at the gymnasium;
Grant Program for students “Scholarships on Merit” an initiative sustained in collaboration with the •	
Educational Advising Center and Soros Foundation of Moldova;  
National Business Contest – Plans for the Youth, carried out in partnership with the National As-•	
sociation of Young Managers from Moldova (ANTiM) and the Academy of Economic Studies from 
Moldova;
Program for the economic education of young people implemented together with “Junior Achieve-•	
ment Moldova”;
The School of Small Business from Cahul. •	

In the same time the bank supports social activities “Caravan de Craciun”, “the Festival of Friendship, 
Creativity and Sport for Children”, organized together with FCC “Clipa Siderala”, for children from the 
orphanages and schools of the country.

The Bank has organized as well a number of events related to the promotion of culture and art in the 
Republic of Moldova:

The Festival “Martisor 2006”;•	
The Festival contest “Doua Inimi Gemene” (Twins Hearts) in the memory of Doina and Ion Aldea •	
Teodorovici;
The International Festival of Opera and Ballet stars “Invita Maria Biesu”, 15th edition;•	

S P O N S O R S H I P

A N D  C H A R I T Y
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A N D  C H A R I T Y

International Theatre Festival, biennial of the Theatre Eugene Ionescu;•	
National Theatre Festival;•	
Evening of creation of Mr. Ion Furnica, people’s artist of the Republic of Moldova.•	

“Moldova Agroindbank” annually supports the National Section of the International Council for Chil-
dren Books, with the publication of a children book, which is distributed free of charge within the In-
ternational Book Saloon.

The bank assists the socially vulnerable layers of society through different charities.

A special and permanent attention is paid to the renovation of monasteries and monuments of art 
from the country, buildings of cultural and historical value. In this regard, the bank has supported the 
reconstruction of the monastic complex from, the Curchi village.

Above the mentioned initiatives confirm once again that the social responsibility is an important and 
permanent concern of the bank, a part of the corporate culture of BC “Moldova Agroindbank” SA.
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“MAIB-Leasing” was established in September 2002 by “Moldova-Agroindbank”, having been one of 
first leasing companies in Moldova. Having noticed the importance of implementing new financial 
tools, the company has assumed mission on promoting such service, practically non-utilizable thereat, 
by offering alternative financing solutions meeting needs and exigencies of clients, thus contributing 
to development of this local financial market segment. 

From the very beginning, having had a clear vision on its mission, the company’s management as-
signed a strategy aimed to acquiring and maintaining leading position in the local leasing service mar-
ket. As far back as October 17, 2002, first agreement, having presented beginning of profitable activity 
resulted in financing over 1000 leasing agreements and gross portfolio, with a total value of more than 
30 million EUR, has been concluded. As to December 31, 2006, the company entered into 556 financial 
leasing agreements and gross portfolio with a total value of over 184 million MDL.

The company’s main activity is financing in leasing system of cars, real estate and equipment par ex-
cellence, as a response to market requirements. For financing needs of actual and potential clients, 
“MAIB-Leasing” extends on the on-going basis range of financial instruments, being a major objective 
in further development.

Highly qualified experts with a rich international experience in the area of financial instruments, ca-
pable to react promptly and professionally to the market changes, enclose intellectual potential of the 
company’s management.

MAIB-Leasing management considers the company has proved its capacity to successfully operate in 
a difficult economical-financial framework, characterized by raised inflation, and has provided a good 
and stable position in leasing service sector, competition is increasing in.  

In view to develop activities within, the company proposes to improve managerial efficiency. An impor-
tant element of the company’s strategy is assurance of financial basis that will provide compliance of 
financing sources with exposure. Thus, to provide necessary medium- and long-term funds, the com-
pany will resort to both loans from local lending institutions and to increase in equity capital and issue 
of bonds. 

„MAIB-Leasing” is a unique positioned company, being one of the most efficient companies, being stra-
tegically oriented to become a leader in the leasing service market from the very beginning. Providing 
complete services, in accordance with requirements and expectations of clients, is and will be com-
pany’s priority. 
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF MOLDOVA
AGROINDBANK SA

We have audited the accompanying consolidated financial statements of BC Moldova Agroindbank SA (“the 
Bank”), which comprise the consolidated balance sheet as of 31 December 2006 and consolidated income state-
ment, consolidated statement of changes in equity and consolidated cash flow statement for the year then end-
ed, and a summary of significant accounting policies and other explanatory notes.

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

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

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

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

Opinion
In our opinion the consolidated financial statements give a true and fair view of the financial position of the Bank 
as of 31 December 2006 and of its financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards.

Ernst & Young

Bucharest, Romania
30 March 2007

SRL with share capital of 54.320 lei
Reg. Com, J-40-10259-1992
RO 1551105

75 Dr. N. Staicovici Street
Forum 2000 Building. 8th Floor
Sector 5, Code 050557
Bucharest. Romania
Phone:+40 21 402 4000
Fax:     +40 21410 4965
Email: office@ro.ey.com
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CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2006

Notes 2006 2005

MDL’000 MDL’000

ASSETS
Cash on hand 4 180,590 153,338

Balances with National Bank 5 415,015 383,332

Current accounts and deposits with banks 6 447,881 170,479

Held for trading securities 7 200,197 201,715

Loans, net 8 3,033,907 2,377,634

Lease receivables, net 9 169,199 131,358

Financial investments 10 41,920 44,129

Held for sale assets 11 5,966 -

Property and equipment 12 246,521 214,547

Intangible assets 13 36,003 39,068

Other assets 14 53,147 37,884

Total assets 4,830,346 3,753,484

LIABILITIES
Due to banks 15 141,904 34,261

Other borrowings 16 82,373 74,927

Due to customers 17 3,753,123 2,989,249

Due to public authorities 6,775 5,170

Deferred tax liability 18 10,989 6,456

Other liabilities 19 52,899 33,819

Total liabilities 4,048,063 3,143,882

EQUITY ATTRIBUTABLE TO EQUITY HOLDRES OF PARENT
Ordinary shares 20 207,527 207,527

Share premium 31,037 31,037

Retained earnings 21 543,719 371,038

Total shareholders’ equity 782,283 609,602

Total liabilities and shareholders’ equity 4,830,346 3,753,484

The accompanying notes are an integral part of these consolidated financial statements.

The financial statements were authorized for issue on 30 March 2007 by the Executives of the Bank 
represented by:

President
Mrs. Natalia Vrabie	 .........................................	               

Financial Director
Mrs. Larisa Rudeva	 .........................................	
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CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2006

Notes 2006 2005

MDL’000 MDL’000

Interest and similar income 24 479,616 353,182

Interest and similar expense 24 (186,280) (156,948)

Net interest and similar income 293,336 196,234

Impairment of loans and lease receivables, net 8/9 7,663 (13,163)

Net interest and similar income after impairment loss 300,999 183,071

Fee and commission income 104,185 80,588

Fee and commission expense (16,498) (13,923)

Net fee and commission income 25 87,687 66,665

Financial income, net 26 76,129 53,596

Other operating income 27 11,685 8,126

Total non-interest income 175,501 128,387

Personnel expenses 28 (105,309) (88,322)

General and administrative expenses 29 (84,155) (64,912)

Depreciation and amortization (41,006) (29,348)

Total non-interest expense (230,470) (182,582)

Operating profit 246,030 128,876

Share of profit of associates 803 -

Profit before tax 246,833 128,876

Income tax expense 18 (34,722) (11,391)

Net profit for the year 212,111 117,485

The accompanying notes are an integral part of these consolidated financial statements.

The financial statements were authorized for issue on 30 March 2007 by the Executives of the Bank 
represented by:

President
Mrs. Natalia Vrabie	 .........................................	

Financial Director
Mrs. Larisa Rudeva	 .........................................	
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’

EQUITY FOR THE YEAR ENDED 31 DECEMBER 2006

Notes 2006 2005

MDL’000 MDL’000

Ordinary shares

Balance as at 1st of January 207,527 207,527

Balance as at 31st of December 207,527 207,527

Share premium

Balance as at 1st of January 31,037 31,037

Balance as at 31st of December 31,037 31,037

Treasury shares

Balance as at 1st of January - 169

Disposal of treasury shares - (169)

Balance as at 31st of December - -

Retained earnings 

Balance as at 1st of January 371,038 305,435

Net profit for the year 212,111 117,485

Dividends paid (39,430) (51,882)

Balance as at 31st of December 543,719 371,038

Total shareholders’ equity 782,283 609,602

As of 31 December 2006 the statutory non-distributable reserves amount to MDL’000 102,200 (31 De-
cember 2005 – MDL’000 95,487).

The accompanying notes are an integral part of these consolidated financial statements.



2
0

0
6

A
N

N
U

A
L

 R
E

P
O

R
T

48

CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2006

Notes 2006 2005

MDL’000 MDL’000

Cash flows from operating activities

Interest receipts 483,554 354,149

Interest payments (174,910) (146,436)

Net fee and commission receipts 87,687 66,665

Net financial and other operating income 85,964 57,302

Staff costs paid (105,306) (88,319)

Payments of general and administrative expenses (79,454) (64,379)

Operating profit before working capital changes 297,535 178,982

(Increase) / decrease in operating assets:

Current accounts and deposits with banks (34,495) (1,603)

Held for trading securities 1,223 (77,648)

Loans, net (653,243) (819,293)

Lease receivables, net (48,028) (63,676)

Other assets (15,226) 5,201

Increase /(decrease) in operating liabilities:

Due to banks 27,859 (34,299)

Due to customers and public authorities 755,158 816,695

Other liabilities (298) 8,688

Net cash from operating activities before income tax 330,485 13,047

Income tax paid (12,639) (12,020)

Net cash from operating activities 317,846 1,027

Cash flows from investing activities

Purchase of property and equipment and intangible assets (70,458) (57,856)

Proceeds from disposal of property and equipment 2,217 2,605

Purchase of financial investments - (234)

Proceeds from disposal of financial investments 4,309 13,682

Net cash from investing activities (63,932) (41,803)

Cash flows from financing activities

Repayment of loans and borrowings (26,195) (14,411)

Proceeds from loans and borrowings 112,375 27,110

Dividends paid to equity holders of the parent (38,253) (50,813)

Net cash from financing activities 47,927 (38,114)

Net increase in cash and cash equivalents 301,841 (78,890)

Cash and cash equivalents at 1 January 696,065 774,955

Cash and cash equivalents at 31 December 23 997,906 696,065

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

1.	 CORPORATE INFORMATION

BC Moldova Agroindbank SA (“the Bank”) was established in 1991 and is a public limited liability com-
mercial bank. The Bank operated through its head office located in Chisinau, 57 branches and DOCCB 
(51 branches and DOCCB as of 31 December 2005) and 26 representative offices (29 representative of-
fices as of 31 December 2005) located throughout the country.

The Bank’s activity is divided between corporate and retail banking. Corporate banking is supported 
by the Business Center, which started its operations in 2002. The Bank’s corporate banking activities 
consist of deposit taking, cash management, lending, and foreign trade finance. It offers the traditional 
range of banking services and products associated with foreign trade transactions including payment 
orders, documentary collections and issuance of letters of credit and guarantees. The Bank also offers 
a comprehensive range of retail banking services for individuals: saving accounts, demand and time 
deposits, loans and domestic and international fund transfers.

The Bank also has a leasing subsidiary – MAIB Leasing SA (“subsidiary”, together referred as the “Group”), 
where the Bank holds 100% of share capital. The principal activities of the subsidiary are the leasing of 
vehicles, commercial, industrial and agricultural equipment and office equipment.

The number of employees employed by the Group as of 31 December 2006 was 1,519 (1,445 as of 31 
December 2005).

The registered office of the Bank is located at Cosmonautilor street 9, Chisinau, Republic of Moldova. 
The registered office of the subsidiary is located at 31 August, 1989 Chisinau.

As Bank’s operations do not have significantly different risks and returns and the regulatory environ-
ment, the nature of its services, the business process, as well as the types of customers for the products 
and services and the methods used to provide the services are homogenous for all Bank’s activities, the 
Bank operates as a single business segment unit.

As of 31 December 2006 and 2005, the shareholder’s structure of the Bank is as follows:

2006 2005

MAS and related* 32.46% 32.52%

Western NIS Enterprise Fund (WNISEF) - 9.88%

European Bank for Reconstruction and Development (EBRD) - 9.78%

Poteza Adriatic Fund BV 4.71% -

Factor Banka D.D. 4.99% -

Activa Invest D.D. 4.99% -

Druga Penzija D.O.O. 4.99% -

Other 47.86% 47.82%

Total 100.00% 100.00%

*As at. 31 December 2006 there were 22 members of the executive and non-executive management and other related parties 

who signed the “Management Agreement of Shareholding” dated 3 October 2000 (23 members as of 31 December 2005). On 

3 October 2005 the agreement was prolonged for the period of 5 years 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

1.	 CORPORATE INFORMATION (CONTINUED)

In October 2005 the two largest shareholders of the Bank, WNISEF and EBRD, have announced the 
planned disposal of their shares in the Bank. The offer has been registered with Moldovan securities 
authority. The bidding price established by the shareholders is MDL 600 per share. On 28 March 2006 
the transaction took place as a result of which the shares were purchased by 4 foreign companies. 

There are 4,756 other shareholders (31 December 2005 – 4,747) of which 4,274 represent individuals 
and 482 – enterprises (31 December 2005: 4,239 individuals and 508 enterprises).

2. 	 BASIS OF PRESENTATION

The consolidated financial statements are presented in Moldovan lei (“MDL”), the currency of the coun-
try in which the Bank operates. The Bank maintains its books and records in accordance with Moldovan 
banking regulations and prepares its statutory consolidated financial statements in accordance with 
Regulations on Accounting and Reporting issued by Ministry of Finance and National Bank of Moldova. 
The consolidated leasing subsidiary maintain its accounting records in compliance with the Moldavian 
accounting regulations applicable to leasing companies. The statutory consolidated financial state-
ments are prepared under the historic cost convention. These IFRS consolidated financial statements 
are adjusted for the differences in the accounting treatment for the purpose of fair presentation in ac-
cordance with International Financial Reporting Standards (“IFRS”) (refer to note 21).

3.1	SIGNIFICANT ACCOUNTING POLICIES

a. Basis of accounting

These consolidated financial statements are prepared in conformity with International Financial Re-
porting Standards (IFRS), which comprise standards and interpretations approved by the International 
Accounting Standards Board (IASB), and International Accounting Standards and Standing Interpre-
tation Committee, interpretations approved by the International Accounting Standards Committee 
(IASC) that remain in effect.

b. Basis of consolidation

The consolidated financial statements comprise the financial statements of the BC Moldova Agroind-
bank SA and its subsidiary – MAIB Leasing SA - as of 31 December each year. The financial statements of 
the subsidiary are prepared for the same reporting year as the parent Bank, using consistent account-
ing policies. 

All inter-company balances and transactions, including unrealized profits arising from intra-group 
transactions, have been eliminated in full. Unrealized losses are eliminated unless costs cannot be re-
covered.

Subsidiaries are consolidated from the date on which control is transferred to the Bank and cease to be 
consolidated from the date on which control is transferred out of the Bank.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c. Foreign currency translation

Foreign currency transactions are recorded at the rate of exchange on the date of the transaction. At 
the balance sheet date, monetary assets and liabilities denominated in foreign currencies are reported 
using the closing exchange rate. The year end and average rates for the year were:

2006 2005
USD Euro USD Euro

Average for the period 13.1319 16.4918 12.6003 15.6978

Year end 12.9050 16.9740 12.8320 15.1950

Exchange differences arising on the settlement of the transactions at rates different from those at the 
date of the transaction, and unrealized foreign exchange differences on unsettled foreign currency 
monetary assets and liabilities, are recognized in the consolidated income statement.

d. Deposits with banks 

These are stated at amortized cost, less any provisions for impairment.

e. Loans and advances originated by the Bank

Loans and advances originated by the Bank represent loans and advances where money is provided 
directly to the borrower and are recognised when the cash is advanced to borrowers. They are initially 
recorded at cost, which is the fair value of the cash disbursed, and are subsequently measured at amor-
tised cost using the effective interest rate method.

f. Leases

Finance leases (the Group as a Lessor) 
The Bank presents assets subject to finance lease, as a receivable equal to net investment in the lease. 
Finance income is based on a pattern reflecting a constant periodic rate of return on the net investment 
outstanding. Initial direct cost are included in the initial measurement of the finance lease receivables 
and reduce the amount of income recognized over the lease term.

Operating leases (the Group as a lessee)
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are 
classified as operating leases. Operating lease payments are recognized as an expense in the income 
statement on a straight-line basis over the lease term.

g. Impairment of loans and lease receivables

If there is objective evidence that the Bank will not be able to collect all amounts due (principal and in-
terest) according to original contractual terms of the loan / lease receivable, such loans are considered 
impaired. The amount of the impairment loss is the difference between the loan’s / lease receivable’s 
carrying amount and the present value of expected future cash flows discounted at the loan’s original 
effective interest rate or is the difference between the carrying value of the loan / lease receivable and 
the fair value of collateral, if the loan / lease receivable is collateralised and foreclosure is probable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

3.1 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment and uncollectibility are measured and recognised individually for loans and receivables 
that are individually significant, and on a portfolio basis for a group of similar loans and receivables that 
are not individually identified as impaired. If the Bank determines that no objective evidence of impair-
ment exists for an individually assessed financial asset, whether significant or not, it includes the asset 
in a group of financial assets with similar credit risks characteristics and collectively assesses them for 
impairment. Assets that are individually assessed for impairment and for which an impairment loss is, 
or continues to be, recognized are not included in a collective assessment of impairment.

The present value of the estimated future cash flows is discounted at the financial assets original effec-
tive interest rate. If a loan has a variable interest rate, the discount rate for measuring any impairment 
loss is the current effective interest rate.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of 
the Bank’s internal credit grading system that considers credit risk characteristics such as asset types, 
industry, collateral type, past due status and other relevant factors. 

The methodology and assumptions used for estimating future cash flows are reviewed regularly to 
reduce any difference between loss estimates and actual loss experience. 

The carrying amount of the asset is reduced to its estimated recoverable amount by a charge to income 
through the use of a provision for loan impairment account.  A write off is made when all or part of 
a loan is deemed uncollectible. Write offs are charged against previously established provisions and 
reduce the principal amount of a loan. Recoveries of loans written off in earlier periods are included in 
income throught the movement in the imparment provision.

If the amount of the impairment subsequently decreases due to an event occurring after the write-
down, the release of the provision is credited to the provision for loan losses expense. 

h. Financial investments

Financial assets at fair value through profit and loss
Investments in securities classified as held for trading are included in category “financial assets at fair 
value through profit and loss”. Held for trading securities are securities, which were either acquired for 
generating a profit from short term fluctuations in price or dealer’s margin, or are securities included in 
a portfolio in which a pattern of short term profit taking exists. After initial recognition, trading securi-
ties are remeasured at fair value based on quoted bid prices. All related realised and unrealised gains 
or losses are recognised in financial income. Interest income on trading securities is included in interest 
income. All purchases and sales of treasury securities that require delivery within the time frame estab-
lished by regulation or market convention are recognised at settlement date.

Held for sale investments
The Bank classifies financial investments as held for sale if its carrying amount will be recovered princi-
pally through a sale transaction rather than through continuing use. The Bank classifies as held for sale 
investments, which are available for immediate sale in its present condition subject only to terms that 
are usual and customary for sales of such investments and when the sale is highly probable (within 12 
months period). 
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3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Events or circumstances may extend the period to complete the sale beyond one year.  An extension 
of the period required to complete a sale does not preclude an asset  from being classified as held for 
sale if the delay is caused by events or circumstances beyond the Bank’s control and there is sufficient 
evidence that the Bank remains committed to its plan to sell the asset.

Held for sale investments are initially recognized at their cost (including transaction costs) and are sub-
sequently carried at the lower of its carrying amount and fair value less costs to sell. In case of subse-
quent increase in fair value less costs to sell of an investment, this is recognized to the of the cumulative 
impairment loss that has been recognised previously.

Available for sale investments
All the invetsments which are not classified as held for trading or held for sale are included in available 
for sale category. All purchases and sales of investments that require delivery within the time frame 
established by regulation or market convention are recognised at settlement date. Available for sale as-
sets are recognised initially at their cost (including transaction costs). Subsequent to initial recognition, 
they are remeasured at their fair value unless fair value cannot be determined in which case they are 
carried at cost less any provision for impairment.

Fair values are based on quoted bid prices or amounts derived from cash flow models and ratios which 
reflect the specific circumstances of the issuer. 

The changes in fair value for available for sale financial instruments are recognized directly in equity. 
Interest earned on available for sale investments is reported as interest income.

Investments in associates
An associate is an entity in which the Bank has significant influence and which is neither a subsidiary 
nor a joint venture. In the separate financial statements of the Bank, investments in associates are car-
ried at equity method. 

Under the equity method, the investment in associate is carried in the balance sheet at cost plus post-
acquisition changes in the Bank’s share of net assets of associate. Losses in access of the cost of the 
investment in an associate are recognized when the Bank has incurred obligations on its behalf. The 
income statement reflects the Bank’s share of the results of operations of the associate. 

The reporting dates of the associate and the Bank are identical and the associate’s accounting policies 
conform to those used by the Bank for like transactions and events in similar circumstances. 

i. Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any impairment loss. 

Expenses for repairs and maintenance are charged to operating expenses as incurred.  Subsequent ex-
penditure on property and equipment is only recognised as an asset when the expenditure improves 
the condition of the asset beyond the originally assessed standard of performance.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Where the carrying amount of an asset is greater than the estimated recoverable amount, it is written 
down to its recoverable amount. The recoverable amount of property and equipment is greater of the 
fair value less costs to sell and value in use. Gains and losses on disposals of property and equipment 
are determined by reference to their carrying amount and are taken to income.

Depreciation is computed on a straight-line basis over the estimated useful life of the asset, as stated 
below:

Asset type Years

Buildings  33-50

Improvements of lease-hold assets 4-15

ATMs 4

Furniture and equipment 4-8

Computers 4

Vehicles 7

j. Intangible assets

Intangibles represent costs incurred for acquisition of computer software and are amortised using the 
straight-line method over their estimated useful lives ranging from 2 to 12 years.

Where the carrying amount of an asset is greater than the estimated recoverable amount, it is written 
down to its recoverable amount.

k. Borrowings

Borrowings are initially recognised at fair value of consideration received less directly attributable 
transaction costs. Subsequently borrowings are stated at amortised cost and any difference between 
net proceeds and the redemption value is recognised in the consolidated income statement over the 
period to maturity using the effective yield method.

Borrowing costs are expensed as incurred.

l. Due to public authorities

Due to public authorities include current accounts of the Moldovan Ministry of Finance and deposit 
accounts of the Social Insurance Fund.

m. Derivatives 

Derivative financial instruments, including mainly forward currency contracts, are initially recognized 
in the balance sheet at fair value on the date which a derivative contract is entered into.
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3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

All derivatives are carried as assets when their fair value is positive and as liabilities when fair value is 
negative. Changes in the fair value of derivatives are reported in the income statement.

The fair value of forward currency contracts is calculated by reference to current forward exchange 
rates for contracts with similar maturity profiles.

Certain derivatives embedded in other financial instruments, such as foreign exchange contracts in a 
host contract which is not a financial instrument, are treated as separate derivatives when their risks 
and characteristics are not closely related to those of the host contract and the host contract is not car-
ried at fair value with unrealized gains and losses reported in income.

As of 31 December 2006 there are no derivatives held by the Bank.

n. Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there 
is a legally enforceable right to set off the recognized amounts and there is an intention to settle or 
realize on a net basis or realize the asset and settle the liability simultaneously. This is not generally the 
case in master netting agreementa, and the related assests and liabilities are presented gross in the 
balance sheet.

o. Sale and repurchase agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) con-
tinue to be recognised in the balance sheet as securities and are measured in accordance with respec-
tive accounting policies.  The liability for amounts received under these agreements is included in due 
to banks and other financial institutions.  The difference between sale and repurchase price is treated 
as interest expense using the effective yield method.  Assets purchased with a corresponding commit-
ment to resell at a specified future date (reverse repos) are recorded as loans and advances to other 
banks or customers as appropriate.

p. Income and expense recognition

Interest income and expense are recognized in the income statement for all interest bearing instru-
ments, including loans that are classified as non-performing, on an accrual basis using the effective 
yield method. Interest income includes coupons earned on fixed income investment and trading secu-
rities and accrued discount and premium on treasury bills and other discounted instruments. 

Fees and direct costs relating to loan origination are deferred and amortized to interest income over 
the life of the loan using the straight line method, which approximates to the effective interest rate 
method.  

Commission income and fees for various banking services are recorded as income when collected. 

Dividends are recognized when the shareholders’ right to receive the payments is established.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

55



2
0

0
6

A
N

N
U

A
L

 R
E

P
O

R
T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue from sale of assets in installments is recognised when the significant risks and rewards of own-
ership of the goods have passed to the buyer and the amount of revenue can be measured reliably.

Revenue from insurance recharged to lessees is shown on a net basis and included in other operating 
income.

q. Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise cash in 
hand, current accounts and short-term placements at other banks, treasury bills and other short-term 
highly liquid investments, with an original maturity of three months or less.

r. Financial guarantees

In the ordinary course of business the Bank gives financial guarantees, consisting of letters of credit, 
guarantees and acceptances. Financial guarantees are initially recognized in the financial statements 
at fair value, in “Other liabilities”, being the premium received. Subsequent to initial recognition, the 
Bank’s liability under each guarantee is measured at the higher of the amortised premium and the best 
estimate of expenditure required to settle any financial obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is taken to the income statement in “Impair-
ment of loans and lease receivables”. The premium received is recognized in the income statement in 
“Net fees and commission income” on a straight line basis over the life of the quarantee.

s. Contingencies

Contingent liabilities are not recognised in the consolidated financial statements but they are disclosed, 
unless the possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the consolidated financial statements but disclosed when an 
inflow of economic benefits is probable.

t. Provisions

The Bank recognizes provisions when it has a present legal or constructive obligation to transfer eco-
nomic benefits as a result of past events and a reliable estimate of the obligation can be made.

u. Pension costs and employees’ benefits

The Bank makes contributions to the funds set up by the State of Moldova for pensions, health care 
and unemployment benefits calculated on the basis of salaries of all employees of the Bank. The Bank 
does not operate any other retirement and has no obligation to provide further benefits to current or 
former employees.
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3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

v. Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions.

Related party transactions represent a transfer of resources or obligations between related parties, re-
gardless of whether a price is charged.

w. Taxation

A provision is made for all foreseeable taxation liabilities in accordance with domestic legislation cur-
rently in force.

Differences between financial reporting under IFRS and local tax regulations give rise to differences 
between the carrying value of certain assets and liabilities and their tax base. Deferred income tax is 
provided using the liability method, for all such temporary differences arising between the tax base of 
assets and liabilities and their carrying values for financial reporting purposes. Deferred tax assets and 
liabilities are measured at tax rates that are expected to apply to the period when the asset is realised 
or the liability is settled, based on tax rates that have been enacted or substantively enacted at the bal-
ance sheet date.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of 
unused tax assets and unused tax losses, to the extent that is probable that taxable profit will be avail-
able against which the deductible temporary differences, and the carry-forward of unused tax assets 
and unused tax losses can be utilised.

x. Recognition and derecognition of financial instruments

The Bank recognises a financial asset or a financial liability on its balance sheet when, and only when, 
the Bank becomes a party to the contractual provisions of the instrument. All regular way purchases 
and sales of financial assets are recognized on the settlement date, i.e. the date that an asset is deliv-
ered to or by the Bank. Regular way purchases of sales are purchases or sales of financial assets that 
require delivery of assets within the period generally established by regulation or convention in the 
market place.

A financial asset is derecognized where:
The rights to receive cash flows from the asset have expired;•	
The Bank retains the right to receive cash flows from the asset, but has assumed an obligation to •	
pay them in full without material delay to a third party under a “pass-through” arrangement; or
The Bank has transferred its rights to receive cash flows from the asset and either (a) has transferred •	
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained sub-
stantially all the risks and rewards of the asset, but has transferred control of the asset.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled 
or expires.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

3.1	SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

y. Significant accounting judgments and estimates

The preparation of financial statements in accordance with International Financial Reporting Standards 
requires management to make estimates and assumptions that affect the amounts and balances re-
ported in the financial statements and accompanying notes. 

Impairment losses on loans and advances
The Bank reviewes its problem loans and advances at each reporting date to assess whether an allow-
ance for impairment should be recorded in the income statement. In particular, judgement by manage-
ment is required in the estimation of the amount and timing of future cash flows when determining the 
level of allowance required. Such estimates are based on assumptions about a number of factors and 
actual results may differ, resulting in future changes to the allowance.

In addition to specific allowances against individually significant loans and advances, the Bank also 
makes a collective impairment allowance against exposures, which although not specifically identified 
as requiring a specific allowance, have a greater risk of default than when originally granted. 

Impairment of equity investments
The Bank treats available for sale equity investments as impaired when objective evidence of impair-
ment exists. As there is no active market available, it is impracticable to determine the fair value of 
equity investments held by the Bank. The impairment is assessed by comparing the Bank’s share in net 
assets based on annual audited financial statements of investees to the carrying value of these invest-
ments. 

z. Events subsequent to the balance sheet date 

Post-year-end events that provide additional information about the Bank’s position at the balance sheet 
date (adjusting events) or those that indicate that the going concern assumption is not appropriate are 
reflected in the consolidated financial statements. Post-year-end events that are not adjusting events 
are disclosed in the notes when material.

3.2	FUTURE CHANGES IN ACCOUNTING POLICIES

Changes to IAS and IFRS not yet effective
IFRS 7 Financial Instruments: Disclosure is required to be applied for financial years beginning on or 
after 1 January 2007. It requires disclosures that enable users to evaluate the significance of the Bank’s 
financial instruments and the nature and extent of risks arising from those financial instruments. 

Amendment to IAS 1 Presentation of Financial Statements is required to be applied for financial years 
beginning on or after 1 January 2007. This amendment requires the Bank to make new disclosures to 
enable users of the financial statements to evaluate the Bank’s objectives, policies and processes for 
managing capital.
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3.2	FUTURE CHANGES IN ACCOUNTING POLICIES (CONTINUED)

IFRIC Interpretations not yet effective
IFRIC Interpretation 8 was issued in January 2006 and is required to be applied for financial years begin-
ning on or after 1 May 2006. It requires IFRS 2 Share-based Payment to be applied to any arrangements 
where equity instruments are issued for consideration which appears to be less than fair value. As the 
Bank does not issue such instruments the interpretation has no impact on the financial position of the 
Bank.

IFRIC 9 was issued in March 2006, and becomes effective for financial years beginning on or after 1 June 
2006. This interpretation establishes that the date to assess the existence of the embedded derivative 
is the date an entity first becomes a party to the contract, with reassessment only of there is a change 
to the contract that significantly modifies the cash flows. As of 31 December 2006 the Bank was not 
subject to any contract, which would give rise to any embedded derivative, therefore the interpretation 
has no impact on the financial position of the Bank.

4.	 CASH ON HAND

2006 2005

MDL’000 MDL’000

Cash 178,109 152,565

Travelers’ cheques 2,458 730

Other 23 43

180,590 153,338

5.	 BALANCES WITH NATIONAL BANK

2006 2005

MDL’000 MDL’000

Current account 183,245 220,856

Obligatory reserves 191,334 132,328

Term deposits 40,436 30,148

415,015 383,332

Current account and obligatory reserves
The National Bank of Moldova (NBM) requires commercial banks to maintain for liquidity purposes 
minimum reserves calculated at a certain rate of the average funds borrowed by banks during the pre-
vious 15 days including all customer deposits. Based on the decision Nr 85 by the Administrative Coun-
cil of NBM dated 15 April 2004, the method for calculation and maintaining the compulsory reserves 
was changed. Funds attracted in Moldovan Lei (MDL) and in non-convertible currencies are reserved 
in MDL. Funds attracted in freely convertible currencies are reserved in US Dollars (USD) and/or EURO 
(EUR). As of 31 December 2006 the rate for calculation of the minimum compulsory reserve in all cur-
rencies was 10% (31 December 2005: 10%).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

5.	 BALANCES WITH NATIONAL BANK (CONTINUED)

The Bank maintains its compulsory reserves in a current account opened with the NBM in amount of 
10% of funds attracted in Moldovan Lei and non-convertible currencies. 10% reserves on funds de-
nominated in USD and EUR are held in a special compulsory reserve account with NBM.

As of 31 December 2006 the balance reserved in the current account held with the NBM amounted to 
MDL’000 171,243 (31 December 2005: MDL’000 158,347). This balance included compulsory reserve on 
funds attracted in Moldovan Lei and non-convertible currencies. The balance reserved on USD and EUR 
compulsory reserve accounts amounted to USD’000 5,744 and EUR’000 6,905 respectively (31 Decem-
ber 2005 – USD’000 5,073 and EUR’000 4,425). 

The interest paid by NBM on the compulsory reserves during 2006 varied between 0.48% and 1.54% 
per annum for reserves in foreign currency and 2% and 3.88% for reserves in MDL (2005: 1.53% for 
reserves in foreign currency and 2.19% per annum for reserves in MDL). The compulsory reserves on 
funds attracted in USD and EUR are placed in Nostro accounts of NBM at correspondent banks incorpo-
rated in OECD countries.

The compulsory reserves held in the current account at NBM are available for use in the Bank’s day to 
day operations.

Term deposits
As of 31 December 2006 term deposits represent short term placements maturing within a maximum 
of 30 days and bearing an interest of 13.5% to 14.5% per annum (31 December 2005 – 3.85% to 3.95% 
per annum).

6.	 CURRENT ACCOUNTS AND DEPOSITS WITH BANKS

2006 2005

MDL’000 MDL’000

Current accounts 205,276 143,252

Overnight placements 35,383 16,143

Deposits 207,222 11,084

447,881 170,479

The major part of current accounts and deposits are held with foreign banks. Balances on current ac-
counts held with Moldovan banks as of 31 December 2006 amount to MDL’000 9,136 (as of 31 Decem-
ber 2005 – MDL zero). Current accounts and deposits include restricted deposits as of 31 December 
2006 of MDL’000 11,632 (as of 31 December 2005 - MDL’000 11,040). Restricted deposits mainly repre-
sent deposits placed under membership agreements signed with Visa, Mastercard, Western Union and 
Bony NewYork of USD’000 819 (MDL’000 10,691) (31 December 2005: USD’000 217 or MDL’000 2,786) 
and fixed time deposits under guarantee and letter of credit agreements of EUR’000 55 (MDL’000 940) 
maturing on 22 March 2007 (31 December 2005: USD’000 500 and EUR’000 121 (MDL’000 8,254)). Dur-
ing 2006, interest on balances with banks in freely convertible currencies ranged from 2.20% to 5.24% 
(2005: 1.20% to 2.96%).
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7.	 HELD FOR TRADING SECURITIES

2006 2005

MDL’000 MDL’000

State securities 130,503 201,715

Certificates issued by the NBM 69,694 -

200,197 201,715

Held for trading state securities as of 31 December 2006 represent MDL treasury bills of 91 to 1,096 
days maturity issued by the Republic of Moldova with an interest of between 3.65% and 15.91% per 
annum. 

Held for trading securities as of 31 December 2005 represent MDL treasury bills of 91 to 1,096 days ma-
turity issued by the Republic of Moldova with a yield of between 4.58% and 6.90% per annum.

Certificates issued by the National Bank of Moldova as of 31 December 2006 are of 5 to 28 days maturity 
bearing an interest of 13.60% and 14.50% per annum.

As of 31 December 2006 and 2005 no state securities were pledged against loans from banks.

8.	 LOANS, NET

2006 2005

MDL’000 MDL’000

Loans 3,133,152 2,459,072

Less: Provision for impairment (99,245) (81,438)

3,033,907 2,377,634

Gross loans include overdue installments of MDL’000 46,001 as of 31 December 2006 (2005: MDL’000 
23,937).

Aging analysis of overdue loans is presented below:

2006 2005

Overdue Non-overdue* Total Overdue Non-overdue* Total

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

Up to 30 days 7,496 33,114 40,610 6,862 40,881 47,743

From 30 to 60 days 2,374 15,878 18,252 3,067 5,142 8,209

Over 60 days 36,131 53,440 89,571 14,008 5,902 19,910

46,001 102,432 148,433 23,937 51,925 75,862

*The non-overdue element represents installments of loans which are still not due.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

61



2
0

0
6

A
N

N
U

A
L

 R
E

P
O

R
T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

8.	 LOANS, NET (CONTINUED)

As of 31 December 2006 the gross book value of loans including accrued interest, on which normal 
interest is not being accrued, or is suspended, amounted to MDL’000 89,571 (2005: MDL’000 19,909). 
These include both overdue and non-overdue installments. Unrecognized interest relating to such 
loans amounted to MDL’000 4,886 (2005: MDL’000 907).  

Analysis of loan portfolio by industry is presented below:

2006 2005

MDL’000 MDL’000

Agricultural and food industry 807,921 827,933

Manufacturing and trade 1,038,440 830,793

Energy sector 28,853 48,606

Consumer 802,507 380,355

Real estate 174,561 101,527

Transportation and road construction 135,070 100,111

Government 10,546 32,804

Other 135,254 136,943

3,133,152 2,459,072

The average interest rate for the year on loans granted in MDL 17.39% (2005: 20.25%), in USD 11.5% 
(2005: 12%) and in EUR 11.0% (2005: 11.5%). As of 31 December 2006 gross loans and advances to cus-
tomers bearing fixed interest rate amount to MDL’000 407,969 (31 December 2005: MDL’000 267,971). 
Borrowers have the right to repay loans in advance, subject to an early settlement option exercise price 
of 0.5% of the prepaid amount.

The movement in provision for impairment of loans during the years 2006 and 2005 are presented 
below:

2006 2005

MDL’000 MDL’000

Balance as at 1 January 81,438 74,728

Write-offs (3,697) (13,814)

Recoveries 30,310 7,588

(Release of provision) / impairment expense for the year (8,806) 12,936

Balance as at 31 December 99,245 81,438
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9.	 LEASE RECEIVABLES, NET 

The Bank is the lessor of vehicles, commercial, industrial and agricultural equipment and office equip-
ment under EUR and USD agreements expiring in various years to 2013.

2006 2005

MDL’000 MDL’000

Gross investment in finance leases, receivable

Not later than 1 year 90,332 72,305

Later than one year and not later than 5 years 124,360 92,027

Over 5 years 4,925 1,836

219,617 166,168

Unearned future finance income on finance leases (48,920) (33,464)

Allowance for uncollectible lease receivables (1,498) (1,346)

Net investment in finance leases 169,199 131,358

The Bank’s net investment in finance leases is as follows:

2006 2005

MDL’000 MDL’000

Not later than 1 year 68,524 55,340

Later than one year and not later than 5 years 97,612 75,681

Over 5 years 4,561 1,683

170,697 132,704

Less allowance for uncollectible lease receivables (1,498) (1,346)

Net investment in finance leases 169,199 131,358

The average interest rate for the year on finance lease contracts in MDL 20% (2005: 21%), in USD 15% 
(2005: 15%) and in EUR 15% (2005: 16%). All finance lease receivables bear a fixed interest rate.

Movements in allowance for uncollectible lease receivables is presented below:

2006 2005

MDL’000 MDL’000

Balance as of 1 January 1,346 1,119

Write offs (991) -

Additions 1,143 227

Balance as at 31 December 1,498 1,346

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

9.	 LEASE RECEIVABLES, NET (CONTINUED)

The net current portion of investment in leases includes amounts overdue as of 31 December 2006 of 
MDL’000 10,863 (31 December 2005: MDL’000 6,270). The Company insures its lease receivables under 
the general agreement on financial risk insurance signed in October 2002. As of 31 December 2006 
overdue balances not covered by financial risk insurance amounted at MDL’000 999 (31 December 
2005: MDL’000 1,418).

As of 31 December 2006 the Group pledged the right to collect receivables under finance lease agree-
ments in amount of MDL’000 90,947 (refer to note 15).

10.	FINANCIAL INVESTMENTS

2006 2005

MDL’000 MDL’000

Investments in associates 3,537 5,746

Held for sale investments 13,522 13,522

Available for sale investments 24,861 24,861

41,920 44,129

The movement in equity investment portfolio of the Bank is presented below:

2006 2005

MDL’000 MDL’000

Investments in associates

Balance as at 1 January 5,746 -

Reclass from available for sale investments - 8,090

Offsetting the provision for impairment - (2,344)

Disposals (3,011) -

Share in 2006 net profit 802 -

Balance as at 31 December 3,537 5,746

Held for sale investments

Balance as at 1 January 13,522 -

Reclass from available for sale investments - 13,522

Balance as at 31 December 13,522 13,522
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10.	FINANCIAL INVESTMENTS (CONTINUED)

2006 2005

MDL’000 MDL’000

Available for sale investments

Balance as at 1 January 24,861 56,316

Additions - 440

Reclass to investment in associate - (8,090)

Reclass to held for sale investments - (13,522)

Disposals - (10,283)

Balance as at 31 December 24,861 24,861

Provision for impairment

Balance as at 1 January - (2,344)

Reversal during the year - 2,344

Balance as at 31 December - -

41,920 44,129

Investments in associates

Field of activity Ownership 
2006

2006 2005

% MDL’000 MDL’000

“MoldMediaCard” S.R.L. Payment processing centre 39.8% 3,403 2,601

Tricon SA Garment manufacturing - - 3,011

“Vininvest” S.R.L Financial institution 49% 134 134

3,537 5,746

During 2005 the Bank reclassified its investments in MoldMediaCard SRL, Tricon SA and “Vininvest” S.R.L 
from available for sale to investments in associates. These investments are considered to be strategic 
investments of the Bank, were the Bank exercises significant influence. 

As of 31 December 2005 and 2006 investments in MoldMediaCard SRL and Vininvest SRL are carried at 
equity method. During 2006 Vininvest was a dormant company.

As of 31 December 2005 investment in Tricon SA is carried at cost less impairment losses. During 2006 
the Group disposed off its investment in Tricon SA. The net gain from disposal of MDL’000 1,296 is in-
cluded in net financial income.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

10.	FINANCIAL INVESTMENTS (CONTINUED)

Held for sale investments

Field of activity Ownership 
2006

2006 2005

% MDL’000 MDL’000

“Combinatul de paine din Balti” S.A. Bakery 49% 11,122 11,122

Ecoplantera SRL Agriculture 40% 2,400 2,400

13,522 13,522

“Combinatul de paine din Balti” S.A.
Investment in “Combinatul de paine din Balti” S.A. is carried at cost as of 31 December 2006 and 2005. 
No write down adjustment to the fair value less costs to sell was assessed to be necessary as of 31 De-
cember 2006 and 2005. The Bank plans to dispose of the investment during the near future. 

Ecoplantera SRL
Investment in Ecoplantera SRL is carried at cost as of 31 December 2006 and 2005. No write down ad-
justment to the fair value less costs to sell was assessed to be necessary as of 31 December 2006 and 
2005. The Bank plans to dispose of the investment in the near future, though there are certain events 
beyond the Bank’s control that delay completion of the sale. The management believes that these 
events will be settled during the near future and the Bank will complete the sale transaction.

Available for sale investments

Field of activity Ownership 
2006

2006 2005

% MDL’000 MDL’000

I.M. “Sudzucker Moldova” S.A. Sugar processing 12.37% 11,907 11,907

I.M. “Glass Container Company” S.A. Manufacturing 12.9% 8,771 8,771

I.M. “Moldavian Airlines” S.A. Airline 9% 2,096 2,096

I.M. “Piele” S.A. Manufacturing 12.8% 1,633 1,633

Garant Invest Srl Investment 9.92% 440 440

Other 14 14

24,861 24,861

All available for sale investments as of 31 December 2006 and 2005 are carried at cost as the fair value 
cannot be reliably determined. No impairment was assessed in respect of these investments as of 31 
December 2006 and 2005.
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11.	HELD FOR SALE ASSETS

As of 31 December 2006 held for sale assets include cars repossessed by MAIB Leasing as a result of 
termination of finance lease agreements due to non-payment of lessees. These are carried at the lower 
of cost and net realisable value assessed by the independent valuer. A write down adjustment to net 
realisable value was made as of 31 December 2006 in amount of MDL’000 4,053 included in general and 
administrative expenses (see note 29).

12.	 PROPERTY AND EQUIPMENT

Land and
buildings

Furniture and 
equipment

Motor vehicles Improvements 
of leasehold 

assets

Assets under 
construction

Total

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

Cost 

Balance as at 1 January 2006 114,947 146,556 13,599 4,769 17,634 297,505

Additions 9,472 39,762 1,854 2,336 15,475 68,899

Transfers 2,131 2,020 - 35 (4,186) -

Disposals (631) (2,781) (432) - (17) (3,861)

Balance as at 31 December 2006 125,919 185,557 15,021 7,140 28,906 362,543

Accumulated depreciation

Balance as at 1 January 2006 13,217 63,006 5,524 1,211 - 82,958

Charge for the year 3,463 30,425 1,723 807 - 36,418

Disposals (285) (2,717) (352) - - (3,354)

Balance as at 31 December 2006 16,395 90,714 6,895 2,018 - 116,022

Net book value

At 31 December 2006 109,524 94,843 8,126 5,122 28,906 246,521

At 31 December 2005 101,730 83,550 8,075 3,558 17,634 214,547

As of 31 December 2006, the cost of fully depreciated property and equipment still used by the Bank 
amounted to MDL’000 23,131 (as of 31 December 2005 – MDL’000 14,529).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

12.	 PROPERTY AND EQUIPMENT (CONTINUED)

Land and
buildings

Furniture and 
equipment

Motor vehicles Improvements 
of leasehold 

assets

Assets under 
construction

Total

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

Cost 
Balance as at 1 January 2005 102,999 112,818 12,339 3,632 23,504 255,292

Additions 8,800 28,906 1,577 1,085 9,361 49,729

Transfers 5,150 10,027 - 52 (15,229) -

Disposals (2,002) (5,195) (317) - (2) (7,516)

Balance as at 31 December 2005 114,947 146,556 13,599 4,769 17,634 297,505

Accumulated depreciation
Balance as at 1 January 2005 10,454 49,180 4,257 675 - 64,566

Charge for the year 3,124 18,921 1,553 536 - 24,134

Disposals (361) (5,095) (286) - - (5,742)

Balance as at 31 December 2005 13,217 63,006 5,524 1,211 - 82,958

Net book value
At 31 December 2005 101,730 83,550 8,075 3,558 17,634 214,547
At 31 December 2004 92,545 63,638 8,082 2,957 23,504 190,726

13.	INTANGIBLE ASSETS

Software in use Intangibles under construction Total

MDL’000 MDL’000 MDL’000

Cost 
Balance as at 1 January 2006 54,671 513 55,184

Additions 920 543 1,463

Transfers 686 (686) -

Disposals (125) - (125)

Balance as at 31 December 2006 56,152 370 56,522

Accumulated depreciation
Balance as at 1 January 2006 16,116 - 16,116

Charge for the year 4,528 - 4,528

Disposals (125) - (125)

Balance as at 31 December 2006 20,519 - 20,519

Net book value
At 31 December 2006 35,633 370 36,003
At 31 December 2005 38,555 513 39,068

As of 31 December 2006 the cost of fully amortized intangible assets amounted to MDL’000 1,519 (as of 
31 December 2005 – MDL’000 900).
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13.	INTANGIBLE ASSETS (CONTINUED)

In 2003 the Bank started to use a new banking software system “Globus”, which was purchased under 
General License agreement signed with Temenos Holdings NV in September 2000. Under the License 
agreement the Bank has the right to use the software system only for its own operations until 2015. 

The carrying value of General License fee included in intangible assets as of 31 December 2006 amount-
ed at MDL’000 30,353 (31 December 2005: MDL’000 33,937). The General License fee started to be am-
ortised from 1 January 2004 and the cost of the License is allocated on a straight line basis over its 
remaining contractual term of 12 years. 

14.	OTHER ASSETS

2006 2005

MDL’000 MDL’000

Low value inventory and materials in stock 5,050 4,396

Advances to suppliers 4,197 5,693

Receivables from other financial institutions 12,273 12,026

Embedded derivative - 151

Receivables from budget 5,275 3,120

Commission from dealers (leasing) 1,517 1,532

Receivable from insurer (leasing) 2,648 888

Receivables from sales in installments (leasing) 14,223 1,919

Other 7,964 8,159

53,147 37,884

Receivables from sales in installments represent balances due from customers as a result of sales of cars 
on credit terms by leasing subsidiary. Credit terms are of a short-term (up-to one year) to medium-term 
(up-to three years). 

Receivables from other financial institutions represent amounts due in respect of settlements made on 
behalf of other financial institutions (travelers cheques). 

Other assets as of 31 December 2006 include deferred expenses of MDL’000 3,641 (31 December 2005: 
MDL’000 5,046). 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

15.	DUE TO BANKS

2006 2005

Currency Interest rate, % Maturity MDL’000 MDL’000
EBRD loans
USD floating rate loan due 2006 LIBOR + 3.3 % Dec. 2006 - 19,259

- 19,259
Loans and deposits from other banks to finance Bank’s activity
Loan from NBM 10 % 2010 97 157

Victoriabank SA 7 % Feb. 2006 - 10,045

Comerzbank 5.44 % April 2007 30,054 -

Fincombank 13.5 % Jan. 2007 10,011 -

Overnight (Victoriabank) 14 % 15,018 -

Deposits of other banks 2,543 39

57,723 10,241
Loans and borrowings to finance leasing activity
EuroCreditBank MDL 17 % July 2007 5,018 2,362

BCR Moldova EUR 10.5 % Dec. 2007 8,406 -

Victoriabank MDL/EUR 16.5 %/11 % March 2009 18,335 -

Banca Sociala MDL/EUR 15.5 %/10.2 % Aug. 2009 – March 2010 25,223 -

Energbank MDL/EUR 16 %/10.5 % March 2009 8,035 -

Mobiasbanca EUR 10.5 % June 2008 6,723 -

Borrowings (ULIM) USD/EUR 11.3 % Sep. 2007 9,386 -

Corporate bonds issued by the leasing subsidiary EUR 10 % Feb. 2007 3,055 2,399

84,181 4,761
141,904 34,261

Loans and deposits from other banks to finance Bank’s activity 
All loans and deposits from banks are attracted without a pledge.
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15.	DUE TO BANKS (CONTINUED)

Loans and borrowings to finance leasing activity
As of 31 December 2006 and 2005 the Group pledged the right to collect receivables under finance 
lease agreements to secure loans and borrowings as follows:

2006 2005

MDL’000 MDL’000

EuroCreditBank 7,499 2,923

BCR Moldova 9,254 -

Victoriabank 22,013 -

Banca Sociala 32,230 -

Energbank 11,833 -

Mobiasbanca 8,118 -

Borrowings (ULIM) - -

Corporate bonds issued by the leasing subsidiary - -

90,947 2,923

Corporate bonds issued by MAIB Leasing
During the year the lease subsidiary issued 560 Euro linked corporate bonds with a nominal value of 
MDL 10,000 per bond (651.58 Euro) maturing in February 2007 bearing a fixed interest of 10%. The 
bonds are secured by the financial risk insurance.

16.	OTHER BORROWINGS

Effective interest 
rate

2006 2005

 % MDL’000 MDL’000

Rural Investment and Services Project 10.9% - 11.5% 29,591 24,405

International Fund for Agricultural Develop ment 10.3% - 12.8% 28,143 19,258

World Bank 4.2% - 7.6% 24,639 31,264

82,373 74,927

Rural Investment and Services Project

2006 2005

MDL’000 MDL’000

Loan agreement No OL-45/1 22,943 24,405

Loan agreement No4157 MD 6,648 -

29,591 24,405

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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16.	OTHER BORROWINGS (CONTINUED)

Loan agreement No OL-45/1
The borrowings under the Rural Investment and Services Project (RISP) were received as a result of 
agreement signed between the Moldovan Ministry of Finance and the World Bank, and the Bank is act-
ing as an intermediary in financing rural sector enterprises. The last disbursement date is 30 June 2006. 
Each withdrawal from the credit line has a grace period of 36 months. After the expiration of the grace 
period, the outstanding principal amount is reimbursed in 24 semi-annual installments on 1 April and 
1 October of each year.

The Bank received loans from RISP denominated in USD and MDL. Interest on USD loans is variable and 
is determined as 6 months LIBOR+1%. MDL loans bear variable interest, being average inflation rate of 
previous year and current year inflation forecasted by NBM plus 2%.

Loan agreement 4157 MD 
The Republic of Moldova signed a Financing Agreement of Development on 13 April 2006 in the total 
amount of SDR 10,400,000 provided by the International Association of Development for the purposes 
of a second Rural Investment and Services Project.
  
The outstanding principal amount is to be reimbursed semi-annually in 24 instalments after a 3 year 
grace period on 1 April and 1 October of each year.

On 15 July 2006 the Bank signed a subsidiary loan agreement under loan agreement 4157 MD acting a 
as intermediary in financing rural sector enterprises.

International Fund for Agricultural Development

2006 2005

MDL’000 MDL’000

Loan agreement No-527-MD 22,149 19,258

Loan agreement No-629-MD 5,994 -

28,143 19,258

Loan agreement No-527-MD
International Fund for Agricultural Development (FIDA) extended a loan to the Republic of Moldova in 
the amount of SDR 5,800,000 under the loan agreement 527 dated 31 January 2000, for re-creditation 
of small rural businesses via Moldovan commercial banks of the Republic of Moldova. On 8 August 
2000 a subsidiary loan agreement between the Bank and the Moldovan Ministry of Finance was signed. 
Under this agreement the Bank acts as an intermediary bearing full credit risk related to individual loan 
agreements signed with end-borrowers. The loan is repaid twice a year on 15 May and 15 November in 
accordance with the repayment schedule of each individual loan agreement.

The Bank received loans from FIDA denominated in USD and MDL. Interest on USD loans is variable and 
is determined as 6 months LIBOR+1%. MDL loans bear variable interest, being average inflation rate of 
the previous year, as determined by the Department of Statistics and Sociology of the Republic of Mol-
dova or its successor, and inflation of the current year forecasted by NBM plus a margin of 1%.
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16.	OTHER BORROWINGS (CONTINUED)

On 1 February 2006 the Bank signed a new subsidiary loan agreement with the Credit Line Directorate 
under the Moldovan Ministry of Finance that actually represents a new withdrawal undertaken by the 
Bank under the Loan agreement No 527-MD subject to the same crediting terms as the subsidiary loan 
agreement signed on 8 August 2000.

Loan Agreement No 629-MD
International Fund for Agricultural Development extended a loan to the Republic of Moldova in the 
amount of SDR 10,300,000 under the loan agreement 629 as of 4 March 2004 for the implementation 
of the Project for Revitalizing of Agriculture via local commercial banks. On 2 March and 11 May 2006 
the Bank signed two subsidiary loan agreements- No 8-629-OL and FIDA PRA-R1, respectively acting as 
an intermediary. 

The funds withdrawn under loan agreement No 8-629-OL represent withdrawals allocated from the 
principal amount of SDR 10,300,000, whereas under FIDA PRA-R1 the Credit Line Directorate under the 
Ministry of Finance of Republic of Moldova uses the accumulated interest from the loan granted under 
the previous contracts for re-crediting the institutions for the purposes of revitalizing the agriculture 
in villages.

The loans are denominated in USD and MDL and are repaid twice a year on 15 January and 15 July. 
Interest on USD loan is floating and is determined as 6 months LIBOR+1% for 8-629-OL loan and 6 
months LIBOR +1.5% for FIDA PRA-R1 loan. MDL loans bear variable interest, average inflation rate 
of the previous year, as determined by the Department of Statistics and Sociology of the Republic of 
Moldova or its successor, and inflation of the current year forecasted by NBM plus a margin of 1% for for 
8-629-OL loan and a margin of 1.5% for FIDA PRA-R1 loan.

World Bank
On 5 September 1996 a subsidiary loan agreement was signed between the Bank and the Moldovan 
Ministry of Finance within the scope of First Private Sector Development Project in amount of USD 5 
million. The Bank has the right to disburse the loan upon confirmation by the NBM working group of 
each individual loan agreement signed with end-borrowers. The Bank is to reimburse the principal and 
the interest in accordance with the repayment schedule of each individual loan agreement signed with 
end-borrowers. The loan bears a variable interest being 6 months LIBOR.

European Fund for Southeast Europe
On December 20th 2006 the Bank signed a Loan Agreement with the European Fund for Southeast 
Europe (EFSE) in the total amount of EUR 3 million and USD 3 million for a period of six years for the 
purposes of sub granting credits to private SME activating in all industries.
The interest for USD loan is floating and determined as LIBOR for 6 months plus a margin of 3.4%; the 
interest for the loan in EUR is determined as EURIBOR for 6 months plus a margin of 3.4%.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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17.	DUE TO CUSTOMERS

2006 2005

MDL’000 MDL’000

Corporate customers

Current accounts 918,228 690,474

Term deposits 203,361 328,099

1,121,589 1,018,573

Individuals

Current accounts 367,830 284,046

Term deposits 2,263,704 1,686,630

2,631,534 1,970,676

3,753,123 2,989,249

Current accounts of corporate customers as at 31 December 2006 include blocked deposits under guar-
antee agreements in amount of MDL’000 38,117 (31 December 2005: MDL’000 19,396).

In Bank’s term deposit portfolio includes deposits with no right to withdraw the deposit amount prior 
to maturity On such deposits should the early call up of the deposit take place the interest rate is de-
creased to the rate applied for demand deposits and is recalculated for the whole term of the deposit.

The annual interest rates paid by the Bank for the MDL and FCY deposits of individuals and companies 
ranged as follows:

2006 2005

MDL FCY MDL FCY

% % % % % % % %

Corporate

Demand deposits 0,2 - 0,3 0,25 - 0,5 0.2 -    0.3   0.25 - 0.5

Term deposits up to 3 months 1,0 - 8,0 1,75 - 3,5 2 - 11.5 1.75 -   3.25

Term deposits > 3 months < 1 year 7,0 - 12,0 2,0 - 4,0 8 - 14   2.25 - 4

Term deposits over 1 year 9,5 - 13,5 2,45 - 4,25 11.5 - 15   2.75 - 4.25

Individuals

Demand deposits 2,5 - 3,0 1,0 1,0 0.2 - 3 1

Term deposits up to 3 months 2,0 - 12,75 2,25 - 3,25 2.5 - 12 2.25 - 4.5

Term deposits > 3 months < 1 year 8,5 - 15,25 4,0 - 6,5 9 - 16.75 4 - 7.25

Term deposits over 1 year 11,5 - 14,5 6,0 - 7,0 13.5 - 17.25 5 - 7.75
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18.	TAXATION

2006 2005

MDL’000 MDL’000

Current income tax

Current income tax 29,940 12,646

Adjustments in respect of current income tax of previous years 249 -

30,189 12,646

Deferred income tax

Relating to origination and reversal of temporary differences 4,533 (1,255)

4,533 (1,255)

Income tax expense for the year 34,722 11,391

Current income tax is calculated on the taxable income per statutory financial statements. For tax pur-
poses, the deductibility of certain expenses, for example entertainment costs, is limited to a percentage 
of profit, specified in the tax law.

The standard income tax rate in 2006 was 15% (2005: 18%). Starting from 1 January 2007 the standard 
income tax rate remained at the level of 15%. The Bank was subject to a tax allowance at a special rate 
equal to 50% of the standard tax rate in force for the years up to 1 March 2006.

The reconciliation between income tax expense reflected in the financial statements and the amounts 
calculated at the standard tax rate of 18% (2005: 20%) is as follows:

2006 2005

MDL’000 MDL’000

Accounting profit before tax 246,833 128,876

At Moldovan statutory income tax rate of 15% (2005 – 18%) 37,025 23,198

Tax allowance (2,545) (12,679)

Reduced tax rate - (1,033)

Non-deductible expenses 4,758 3,328

Income not subject to tax (4,266) (3,653)

Unrecognised deferred tax of subsidiary (17) 2,230

Adjustments in respect of current income tax of previous years 249 -

Tax losses used to reduce current income tax (subsidiary) (482) -

At the effective income tax rate of 14.06% (2005 – 8.1%) 34,722 11,391

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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18.	TAXATION (CONTINUED)

Deferred tax was calculated by applying the 2006 standard tax rate of 15% (2005: 2006 standard tax 
rate of 18%). Since major part of temporary differences have a maturity of more than one year, the full 
rate was applied for calculation of deferred tax as of 31 December 2006. Significant components of the 
Bank’s gross deferred income tax liabilities are as follows:

2006 2005

MDL’000 MDL’000

Balance as at 1 January 6,456 7,711

Income statement (credit)/charge 4,533 (1,255)

Balance as at 31 December 10,989 6,456

Deferred income tax as of 31 December 2006 relates to the following:

Balance sheet Income statement

2006 2005 2006 2005

Deferred income tax liability MDL’000 MDL’000 MDL’000 MDL’000

Impairment loss on loans and advances to customers (8,890) (3,207) (5,683) (1,245)

Recognition of past due interest receivable (236) (271) 35 375

Accelerated depreciation for tax purposes (7,393) (7,134) (259) 241

Fair value of embedded derivative - (23) 23 161

Reflection of loans and advances from banks at amortized cost - (8) 8 25

(16,519) (10,643)

Deferred income tax assets

Reflection of loans and advances to customers at amortized cost 4,411 2,964 1,447 1,733

Adjustment to carrying value of intangibles 1,022 1,136 (114) (111)

Accruals 97 87 10 76

5,530 4,187

Net deferred tax liability (10,989) (6,456)

Deferred income tax charge/(release) (4,533) 1,255

Net deferred tax asset of MAIB Leasing has not been recognised as of 31 December 2006 and 2005 since 
the subsidiary recorded losses during the past two years and it is uncertain whether there will be tax-
able profits available in the near future for the realisation of deferred tax assets.
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19.	OTHER LIABILITIES

2006 2005

MDL’000 MDL’000

Dividends declared and payable 6,222 5,044

Settlements with other financial institutions 2,588 838

Income tax payable 17,387 841

Other taxes payable 16,879 12,246

Due to insurance company (leasing subsidiary) 4,935 -

Advances from customers on future lease agreements 1,609 1,855

Advances to suppliers 251 6,934

Other 3,028 6,061

52,899 33,819

Customer advances on future lease agreements represent prepayments made by lessees under finance 
lease agreements. These are recorded at cost being the fair value of cash received. The prepayment 
rates vary between 0% and 30% of the minimum lease payments. Once the asset subject to finance 
lease is transferred to the lessee the prepayment is netted off with lease receivable.

20.	ORDINARY SHARES

Share capital as of 31 December 2006 and 2005 represents 1,037,634 ordinary shares authorized, issued 
and outstanding. As of 31 December 2006 and 2005 the nominal value per share is MDL 200. All shares 
have equal voting rights and are fully paid. 

During the year ended 31 December 2006 the Bank declared dividends to be distributed out of the net 
profits for the year ended 31 December 2005 in the amount of MDL’000 39,430 or MDL 38 per share 
(2005: MDL’000 51,882 or MDL 50 per share).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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21.	RECONCILIATION OF THE STATUTORY RETAINED EARNINGS TO IFRS RETAINED EARNINGS

A reconciliation of retained reserves and net income of the Bank under Moldovan and International 
Financial Reporting Standards is given below:

Retained
earnings 2006

Net profit 2006 Retained
earnings 2005

Net profit 2005

MDL’000 MDL’000 MDL’000 MDL’000

Per statutory consolidated financial statements 531,061 184,390 386,442 133,232

Adjustments to IFRS

Recognition of past due interest receivable 1,576 (235) 1,811 (1,777)

Fair value of derivative financial instruments - (151) 151 (871)

Remeasurement of treasury bills at fair value (1,187) (1,218) 31 (1,639)

Difference in deferred income tax (4,996) (5,956) 960 1,933

Provision for loans impairment 58,050 41,701 16,349 5,975

Capitalization of fixed assets (109) (407) 298 (340)

Impairment of investments available for sale (2,344) - (2,344) -

Reversal of revaluation surplus credited to consolidated income statement 
(in accordance with NAS)

- (91) - (550)

Reflection of loans to customers and lease receivable at amortized cost (31,476) (9,721) (21,755) (13,865)

Reflection of loans and advances from banks at amortized cost 1,030 (161) 1,191 47

Additional amortization (6,815) 757 (7,572) (642)

Additional FCY loss on lease portfolio - 3,951 (3,951) (3,951)

Accruals (1,584) (827) (757) (249)

Restatement of investment in associates at equity method 802 802 -

Other (289) (723) 184 182

Total adjustments 12,658 27,721 (15,404) (15,747)

Per IFRS 543,719 212,111 371,038 117,485
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22.	CAPITAL ADEQUACY

The table below presents the computation of capital adequacy starting from IFRS figures, in accordance 
with the guidelines of the Bank for International Settlements for capital adequacy computation:

Nominal amount Risk weighted amount

2006 2005 2006 2005

MDL’000 MDL’000 MDL’000 MDL’000

Consolidated balance sheet assets (net off reserves)

Cash on hand 180,590 153,338 0% - -

Balances with National Bank 223,682 251,004 0% - -

Balances with National Bank denominated in FCY 191,333 132,328 20% 38,267 26,466

Current accounts and deposits with banks 447,881 170,479 20% 89,576 34,096

Held for trading securities 200,197 201,715 0% - -

Loans, net (excluding mortgage) 2,654,563 2,320,020 100% 2,654,563 2,320,020

Loans, net (mortgage) 379,344 57,614 50% 189,672 28,807

Lease receivables, net 169,199 131,358 100% 169,199 131,358

Equity investments 41,920 44,129 100% 41,920 44,129

Property and equipment 246,521 214,547 100% 246,521 214,547

Intangible assets 36,003 39,068 100% 36,003 39,068

Other assets 59,113 37,884 100% 59,113 37,884

Total consolidated balance sheet items 4,830,346 3,753,484 3,524,834 2,876,375

Off-consolidated balance sheet items

Guarantees issued 80,003 52,679 100% 80,003 52,679

Letters of credit 34,093 45,597 100% 34,093 45,597

Commitments to extend the loan 333,778 249,041 50% 166,889 124,520

Total off-consolidated balance sheet position 447,874 347,317 280,985 222,796

Total 5,278,220 4,100,801 3,805,819 3,099,171

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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22.	CAPITAL ADEQUACY (CONTINUED)

2006 2005

MDL’000 MDL’000

Tier 1 capital

Share capital, nominal 207,527 207,527

Share premium 31,037 31,037

Retained earnings 543,719 371,038

Total tier 1 capital 782,283 609,602

Tier 2 capital - -

Total tier 2 capital - -

Total capital 782,283 609,602

Tier 1 ratio 20.55% 19.67%

Tier 1 and 2 ratio 20.55% 19.67%

23.	CASH AND CASH EQUIVALENTS

For the purposes of the consolidated cash flow statement, cash and cash equivalents comprise the fol-
lowing balances with less than 90 days maturity:

2006 2005

MDL’000 MDL’000

Cash on hand 180,590 153,338

Balances with National Bank 415,015 383,332

Current accounts and deposits with banks 402,301 159,395

997,906 696,065
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24.	INTEREST AND SIMILAR INCOME AND EXPENSE

2006 2005
MDL’000 MDL’000

Interest and similar income

Loans and advances to banks 13,107 12,636

Loans and advances to customers 423,959 314,926

Finance lease 31,025 15,799

Held for trading securities 11,525 9,821

479,616 353,182
Interest and similar expense

Deposits from individuals 148,271 132,103

Deposits from corporate clients 16,835 14,815

Deposits and loans from banks 15,881 5,473

Other 5,293 4,557

186,280 156,948
Net interest income 293,336 196,234

25.	NET FEE AND COMMISSION INCOME

2006 2005
MDL’000 MDL’000

Fee and commission income

Cash transactions 38,441 31,178

Processing of payments by clients 27,156 20,763

Transactions with debit cards 9,658 6,804

Commissions on salary transferred to debit cards 4,271 3,144

Transfers via Western Union 6,250 5,557

Cash delivery service 2,832 2,246

Direct debit service 1,105 1,170

Commission on guarantees and letters of credit 3,742 1,837

Servicing of client accounts 5,105 2,516

Commission from dealers (leasing) - 1,291

Commission from insurer (leasing) - 609

Debt instruments 5,625 3,473

104,185 80,588
Fee and commission expense

Commissions on debit card services 2,926 1,799

Processing center services 6,290 5,113

Commissions charged by correspondent banks 2,392 2,075

Contributions to Deposit Guarantee Fund 2,672 2,413

Other 2,218 2,523

16,498 13,923
Net fee and commission income 87,687 66,665

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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26.	FINANCIAL INCOME, NET

2006 2005

MDL’000 MDL’000

Gains on trading of foreign currency, net 69,898 59,664

Exchange gains/(losses) 5,555 (9,461)

Changes in fair value of treasury securities held for trading (844) (621)

Gains on disposal of treasury securities held for trading 37 54

Gains related to financial investments

Gains on disposals 1,296 3,566

Dividends received 187 394

1,483 3,960

76,129 53,596

27.	OTHER OPERATING INCOME

Other income for 2006 and 2005 relates to income from non-banking activities, such as profit on fixed 
asset disposals.

28.	PERSONNEL EXPENSES

2006 2005

MDL’000 MDL’000

Salaries and bonuses 81,801 67,586

Social insurance and contributions 20,341 17,671

Medical insurance 1,558 1,295

Other personnel expenses 1,609 1,770

105,309 88,322

The Bank makes contributions to the State pension system of the Republic of Moldova calculated as a 
percentage of gross salary. These contributions are charged to the consolidated income statement in 
the period in which the related salary is earned by the employee.
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29.	GENERAL AND ADMINISTRATIVE EXPENSES

2006 2005
MDL’000 MDL’000

Repairs and maintenance 5,863 4,511

Safeguarding of assets and security costs 4,050 3,039

Postage and telephone 7,702 7,066

Advertising and charity 15,009 10,134

Stationery and supplies 4,384 3,601

Insurance 1,728 1,843

Transportation 4,200 3,575

Utilities and rent 13,887 10,677

Professional services 2,305 1,538

Training 2,041 1,503

Travel 1,337 1,448

Business promotion 2,095 1,594

Maintenance of intangible assets 7,792 8,777

Remuneration of Bank Council 719 758

Impairment of held for sale assets (leasing) 4,053 -

Other 6,990 4,848

84,155 64,912

30.	GUARANTEES AND OTHER FINANCIAL COMMITMENTS

The aggregate amounts of outstanding guarantees, commitments, and other off consolidated balance 
sheet items as of 31 December 2006 and 2005 are:

2006 2005
MDL’000 MDL’000

Letters of credit 34,093 45,597

Guarantees 80,003 52,679

Financing commitments and other 333,778 249,041

447,874 347,317

In the normal course of business, the Bank issues guarantees and letters of credit on behalf of its cus-
tomers. The credit risk on guarantees is similar to that arising from granting of loans. In the event of a 
claim on the Bank as a result of a customer’s default on a guarantee these instruments also present a 
degree of liquidity risk to the Bank. No provision is required as of 31 December 2006.

Financing commitments represent the Bank’s commitments to grant loans and advances to customers. 
Financing commitments do not necessarily represent future cash requirements, since many of these 
commitments will expire or terminate without being funded.

31.	CAPITAL COMMITMENTS

There were no capital commitments as of 31 December 2006 and 2005.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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32.	CONTINGENCIES

As of 31 December 2006 and 2005 the Bank is a defendant in a number of lawsuits arising out of normal 
corporate activities. In the opinion of Management and the Bank’s legal department, the probability of 
loss is remote.

33.	EARNINGS PER SHARE

Ordinary shares
outstanding

Profit for the year Basic earning
per share

MDL’000 MDL

As of 31 December 2005 1,037,634 117,485 113.22

As of 31 December 2006 1,037,634 212,111 204.42

Basic earning per share are calculated by dividing net profit for the year attributable to ordinary eq-
uity holders of the parent by the weighted average number of ordinary shares outstanding during the 
year. As of 31 December 2006 and 2005 there were no dilutive equity instruments subscribed to by the 
Bank.

34.	FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying value of financial assets and financial liabilities carried at amortized cost approximates to 
their fair value as of 31 December 2006 and 2005. This is based on the fact that loans originated by the 
Bank are priced at variable rate, which changes in line with the market rate as well as a major part of 
financial liabilities including loans and borrowings from banks and deposits from clients are priced at 
variable rates therefore the major financial assets and financial liabilities of the Bank are approximating 
the current market rates. Please refer to financial risk analysis notes for more details.
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35.	RELATED PARTIES

During the year a number of banking and non-banking transactions were entered into with related 
parties in the normal course of business. These include loans granting, deposit taking, trade finance, 
payment settlement, foreign currency transactions and acquisition of services and goods from related 
parties. Loans to employees were granted at market rates.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2006

35.	RELATED PARTIES (CONTINUED)

Below we present the balances and transactions with related parties during the year:

Loans out-
standing 
as at the 
year end, 

net

Off bal-
ance sheet 
financing 
commit-

ments

Deposits 
at the year 

end

Guar-
antees 

issued by 
the Bank

MDL’000 MDL’000 MDL’000 MDL’000
1 EBRD – ex-shareholder* 2006 - - - -

2005 - - -

2 WNISEF – ex-shareholder* 2006 - - - -

2005 - - - -

3 MAS and related– major shareholder 2006 4,285 - 45,987 22,915

2005 6,830 - 39,771 19,754

4 Other directors (key executive/non-
executive)

2006 6 - 2,769 -

2005 30 - 2,317 -

5 Poteza Adriatic Fund BV 2006 - - - -

6 Factor Banka D.D. 2006 - - - -

7 Activa Invest D.D. 2006 - - - -

8 Druga Penzija D.O.O. 2006 - - - -

9 Vininvest** 2006 - - - -

2005 - - - -

10 Combinatul de pine din Balti SA 2006 - - 1,100 -

2005 868

11 MoldMediaCard SRL 2006 - - 1,162 -

2005 4,755

12 Ecoplantera SRL (ex-DAAC-Plant SRL) 2006 - - - -

2005 - - - -

13 Total 2006 4,291           -   51,018     22,915 
2005 6,860           -       47,711     19,754 

* These companies are not considered to be related parties as a result of the change in shareholders’ 
structure. There were no trabsactions with the new major shareholders of the Bank (see note 1).

**As of 31 December 2005 the loan due from Vininvest in amount of MDL’000 3,125 and accrued inter-
est in amount of MDL’000 1,088 was written off. During 2006 Vinivest partly repaid the loan in amount 
of MDL’000 21.
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35.	RELATED PARTIES (CONTINUED)

Guaran-
tees re-

ceived by 
the Bank

Borrow-
ings at the 
year end

Interest 
and com-
mission 
income

Interest 
and com-
mission 

expenses

Non-
interest 
income

Purchase 
of assets 

for leasing

Non-
interest 

expenses /
costs

Dividends 
received

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000
1 - - - - - - - -

- 19,259 2,160 - 53 5,075

2 - - - - - - - -

- - - - - - - 5,125

3 - - 1,621 3,177 - 20,305 14,710 12,924

- - 2,134 2,870 1,603 18,428 15,794 16,882

4 - - 5 142 - - 3,260 28

- - 4 85 - - 2,379 36

5 - - - - - - - 1,654

6 - - - - - - - 1,774

7 - - - - - - - 1,774

8 - - - - - - - 1,774

9 - - - - 70 - 34 -

- - 9 - 67 - 100 -

10 - - 91 - - - - 185

76 46 - 59

11 - - 44 212 - - - -

31 2,936 -

12 - - 37 - - - - -

- - 17 - - - - -

13           -             -        1,798      3,531 70 20,305 18,004     20,113 
          -       19,259 2,271      8,097 1,670     18,428 18,326     27,177 

Directors’ remuneration
The key executive management received remuneration totalling MDL’000 10,916 (2005 – MDL’000 
12,040). The non-executive members of the Bank Council received fees totalling MDL’000 719 (2005 – 
MDL’000 758). 
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36.	RISK MANAGEMENT

Market risk and liquidity risk
Market risk and liquidity risk are managed through identification, evaluation and determination of the 
Bank’s exposure boundaries for each type of the risk by establishing strict limits or reference param-
eters for risk indicators. All limits and parameters for Bank’s exposure to market risk and liquidity risk 
are set by the Annual Directions on Risk Limits and Parameters. Reports and analysis of the market and 
liquidity risk exposure levels of the Bank are regularly presented for examination to the Assets and Li-
abilities Management Committee, which is responsible for monitoring of risks within the Bank. 

Market risk 
Market value of a financial contract (asset) depends on one or several factors, which influence a price 
(interest rate, foreing exchange rate). Market risk is the risk of loss arising from price movements effect-
ing the value of financial contracts portfolio.  

Currency risk
Currency risk is the risk of loss resulting from changes in exchange rates. 

The National Bank of Moldova sets limits for a maximum allowed position to be maintained by com-
mercial banks for each currency. These limits and the internal limits for Open Currency Value Position 
and VaR are monitored on a daily basis based on reporting procedures defined by the Treasury and Risk 
Management Departments.

The foreign currency breakdown of the Bank’s assets and liabilities is presented in the note 37.

Interest rate risk
Interest rate risk is the risk of loss resulting from changes in interest rates. Interest rate risk consists of 
two elements: trading , which is being evaluated through GAP analysis and scenario modeling and 
non-trading, which is being evaluated through sensitivity analysis of the market prices of investments. 

Liquidity risk 
Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall 
due under normal and stress circumstances, which may result in disposal of certain assets at unfavor-
able prices. The Bank manages its liquidity risk through a regular estimation of the liquidity position 
of the Bank. The gap analysis of the Bank’s assets and liabilities based on their remaining maturities is 
presented in note 38.
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36.	RISK MANAGEMENT (CONTINUED)

Country risk and counterparty risk
The Bank monitors on a permanent basis the estimations issued by the international agencies, it per-
forms internal analyses based on various accumulated information; it applies limits to the transactions 
with the correspondent banks and countries within which these activate. The Bank’s Credit Commit-
tee function includes also the assessment of the bank’s exposure to the counterparty risk, approval 
or rejection of the proposals related to the country and counterparty limits, as well as the reduction, 
increase, termination or reestablishing of these limits.

Operational risk
Operational Risk is the risk of incurring direct or indirect losses as a result of the inadequate or deficient 
internal controls, human errors and systems or external events. The statement includes the legal risk, 
but it excludes the reputation risk. Operational Risk includes also the risk of non execution that assumes 
events when the transactions are not executed appropriately or not executed at all resulting in delays 
and penalties.

The measures undertaken by the Bank include elaboration of a manual and related procedures for 
operational risk, distribution of the bank’s revenue by the types of business segments as per Basel II re-
quirements, classification of the risks by types of events, coordination of diverse normative acts (regula-
tions, manuals, procedures, etc.) for the purposes of diminishing the operational risk, accumulation and 
processing of the data presented by the Bank’s departments, analysis of which will be included into the 
report presented to the management of the Bank.

Credit risk
Credit risk is a group of risks related to the probability that the clients do not pay at due time their loan 
related portion of principle and interest and also, when the loan was not repaid, the impossibility to 
realise the pledge at the necessary level to cover the costs incurred by the Bank.
The credit risk is related to all crediting products: loans, bank’s commitments to grant loans in the fu-
ture, guarantees, letters of credit. The basic risks is related to the risk of an incorrect evaluation of the 
financial status of the debtor, the risk that the Bank loses the control over client’s solvency over the loan 
contract period, the risk that the pledge is overstated, the impossibility to realise the pledged assets, 
the risk of concentrating the loans based on their size, by areas, by currency, the risk of loan granting 
to insiders and shareholders, etc.
Some of the main protection methods against the risk are the diversification of loans, determining the 
limits and the standards for the loan granting operations.
The Bank limits the credit risk exposure both for separate debtors (“big” loans, related party loans) and 
for groups of clients – by types of currency, maturity, sectors, risk categories. During the year, the Bank 
controls the observance of Bank’s internally defined limits and of the rules and regulations approved 
by the National Bank.
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36.	RISK MANAGEMENT (CONTINUED)

The loans granted to major 20 major customers (Groups) of the Bank as of 31 December 2006 amount-
ed at MDL’000 1,071,320 representing 34.2% of the Bank’s gross loan portfolio (as of 31 December 2005: 
MDL 1,026,500 or 41.7%). These could be analyzed by industries as follows:

2006 2005
MDL’000 MDL’000

Winery 242,715 379,248

Food processing - 25,361

Leasing 50,310 43,270

Sugar production 40,000 30,000

Sunflower oil production 119,578 125,189

Supermarket 63,156 66,935

Tobacco production 44,270 -

Commerce 168,672 101,919

Car dealers 31,722 52,488

Leisure 34,408 30,488

Air company 42,435 53,183

Transportation 5,000 -

Real estate construction 143,601 30,920

State 10,538 33,019

Non-food industry 45,168 54,467

Consumer - 13

Agriculture 15,486 -

Social services 14,261 -

1,071,320 1,026,500

For significant credit risk concentration at the industry level please refer to note 8.
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37.	BALANCE SHEET STRUCTURE BY CURRENCY

31 December 2006

Total MDL USD EUR Other

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 180,590 97,243 34,246 42,143 6,958

Balances with National Bank 415,015 223,681 74,122 117,212 -

Current accounts and deposits with banks 447,881 424 62,731 374,873 9,853

Held for trading securities 200,197 200,197 - - -

Loans, net 3,033,907 1,696,857 743,571 593,479 -

Lease receivable, net 169,199 38,021 21,846 109,332 -

Financial investments 41,920 41,920 - - -

Property and equipment 246,521 246,521 - - -

Intangible assets 36,003 36,003 - - -

Other assets 59,113 41,568 8,967 8,578 -

Total assets 4,830,346 2,622,435 945,483 1,245,617 16,811

LIABILITIES

Due to banks 141,904 51,262 40,830 49,812 -

Other borrowings 82,373 56,075 14,945 11,353 -

Due to customers 3,753,123 1,685,954 767,673 1,290,656 8,840

Due to public authorities 6,775 6,775 - - -

Deferred tax liability 10,989 10,989 - - -

Other liabilities 52,899 38,109 4,085 10,705 -

Total liabilities 4,048,063 1,849,164 827,533 1,362,526 8,840

GAP 782,283 773,271 117,950 (116,909) 7,971
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37.	BALANCE SHEET STRUCTURE BY CURRENCY (CONTINUED)

31 December 2005

Total MDL USD EUR Other

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 153,338 73,070 28,908 44,122 7,238

Balances with National Bank 383,332 251,004 65,091 67,237 -

Current accounts and deposits with banks 170,479 177 28,342 127,635 14,325

Held for trading securities 201,715 201,715 - - -

Loans, net 2,377,634 1,386,240 576,559 414,835 -

Lease receivable, net 131,358 24,880 23,191 83,287 -

Financial investments 44,129 44,129 - - -

Property and equipment 214,547 214,547 - - -

Intangible assets 39,068 39,068 - - -

Other assets 37,884 24,766 5,033 7,944 141

Total assets 3,753,484 2,259,596 727,124 745,060 21,704

LIABILITIES

Due to banks 34,261 12,572 9,414 12,275 -

Other borrowings 74,927 43,025 28,711 3,191 -

Due to customers 2,989,249 1,613,718 651,613 712,594 11,324

Due to public authorities 5,170 5,120 - 50 -

Deferred tax liability 6,456 6,456 - - -

Other liabilities 33,819 23,794 2,760 7,265 -

Total liabilities 3,143,882 1,704,685 692,498 735,375 11,324

GAP 609,602 554,911 34,626 9,685 10,380
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38.	MATURITY STRUCTURE

The maturity structure of the Bank’s assets and liabilities based on the remaining contractual maturity 
as of 31 December 2006 is as follows:

As of 31 December 2006 Total Less than 1 
month

From 1 
month to 3 

months

From 3 
months to 1 

year

From 1 to 5 
years

More than 5 
years

Undefined 
maturity*

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 180,590 180,590 - - - - -

Balances with National Bank 415,015 415,015 - - - - -

Current accounts and deposits with banks 447,881 412,993 940 33,948 - - -

Held for trading securities 200,197 81,940 14,633 82,130 21,494 - -

Loans, net 3,033,907 190,389 363,075 1,294,760 999,977 180,494 5,212

Lease receivable, net 169,199 16,894 10,230 39,902 97,612 4,561 -

Financial investments 41,920 - - - - - 41,920

Property and equipment 246,521 - - - - - 246,521

Intangible assets 36,003 - - - - - 36,003

Other assets 59,113 28,444 1,066 4,785 5,827 - 18,991

Total assets 4,830,346 1,326,265 389,944 1,455,525 1,124,910 185,055 348,647

LIABILITIES

Due to banks 141,904 29,072 6,596 60,232 46,004 - -

Other borrowings 82,373 4,914 3,926 17,501 34,823 21,209 -

Due to customers 3,753,123 1,627,709 540,365 1,450,527 134,522 - -

Due to public authorities 6,775 6,775 - - - - -

Deferred tax liability 10,989 - - - 10,989 - -

Other liabilities 52,899 50,858 - - - - 2,041

Total liabilities 4,048,063 1,719,328 550,887 1,528,260 226,338 21,209 2,041

Maturity gap 782,283 (393,063) (160,943) (72,735) 898,572 163,846 346,606

Cumulative maturity gap (393,063) (554,006) (626,741) 271,831 435,677 782,283
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38.	MATURITY STRUCTURE (CONTINUED)

As of 31 December 2005 Total Less than 1 
month

From 1 
month to 3 

months

From 3 
months to 1 

year

From 1 to 5 
years

More than 5 
years

Undefined 
maturity*

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 153,338 153,338 - - - - -

Balances with National Bank 383,332 383,332 - - - - -

Current accounts and deposits with banks 170,479 159,395 - 8,254 - - 2,830

Held for trading securities 201,715 19,507 42,511 86,448 53,249 - -

Loans, net 2,377,634 153,487 294,181 1,074,068 815,576 34,836 5,486

Lease receivable, net 131,358 10,082 10,988 34,055 74,575 1,658 -

Financial investments 44,129 - - - - - 44,129

Property and equipment 214,547 - - - - - 214,547

Intangible assets 39,068 - - - - - 39,068

Other assets 37,884 12,027 - - - - 25,857

Total assets 3,753,484 891,168 347,680 1,202,825 943,400 36,494 331,917

LIABILITIES

Due to banks 34,261 10,079 83 19,869 4,230 - -

Other borrowings 74,927 2,485 2,325 38,661 15,617 15,839 -

Due to customers 2,989,249 1,326,393 474,814 1,050,575 137,467 - -

Due to public authorities 5,170 5,170 - - - - -

Deferred tax liability 6,456 - - - 6,456 - -

Other liabilities 33,819 33,819 - - - - -

Total liabilities 3,143,882 1,377,946 477,222 1,109,105 163,770 15,839 -

Maturity gap 609,602 (486,778) (129,542) 93,720 779,630 20,655 331,917

Cumulative maturity gap (486,778) (616,320) (522,600) 257,030 277,685 609,602

* Assets with undefined maturity include non-monetary assets, which are planned to be recovered through their use, as well 
as monetary assets the term of recovery of which is not determined as of the year end. Such assets include overdue loans and 
advances to customers and equity investments. Liabilities with undefined maturity include non-monetary liabilities.
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39.	INTEREST RATE RISK EXPOSURE

The tables below provide information on the extent of the Bank’s interest rate exposure based either 
on the contractual maturity date of its financial instruments or, in the case of instruments that re-price 
to a market interest rate before maturity, the next re-pricing date. It is the policy of the Bank to manage 
its exposure to fluctuations in net interest income arising from changes in interest rates by the degree 
of re-pricing mismatch in the balance sheet.

As of 31 December 2006 Total Less than 1 
month

From 1 
month to 3 

months

From 3 
months to 1 

year

From 1 to 5 
years

More than 5 
years

Non-interest 
bearing 

items

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 180,590 - - - - - 180,590

Balances with National Bank 415,015 402,576 - - - - 12,439

Current accounts and deposits with banks 447,881 412,594 940 33,948 - - 399

Held for trading securities 200,197 80,370 14,589 82,127 21,495 - 1,616

Loans, net (variable interest rate) 2,633,304 2,630,649 - - - - 2,655

Loans, net (fixed interest rate) 400,603 22,179 45,602 203,843 126,715 2,264 -

Lease receivables, net 169,199 14,295 10,230 39,902 97,612 4,561 2,599

Financial investments 41,920 - - - - - 41,920

Property and equipment 246,521 - - - - - 246,521

Intangible assets 36,003 - - - - - 36,003

Other assets 59,113 - - - - - 59,113

Total assets 4,830,346 3,562,663 71,361 359,820 245,822 6,825 583,855

LIABILITIES

Due to banks 141,904 28,575 6,596 60,233 46,003 - 497

Other borrowings 82,373 29,624 4 49,488 63 18 3,176

Due to customers (fixed rate deposits) 900,008 266,240 212,196 421,572 - - -

Due to customers (variable rate deposits) 2,853,115 2,764,908 - - - - 88,207

Due to public authorities 6,775 6,775 - - - - -

Deferred tax liability 10,989 - - - - - 10,989

Other liabilities 52,899 - - - - - 52,899

Total liabilities 4,048,063 3,096,122 218,796 531,293 46,066 18 155,768

Interest gap 782,283 466,541 (147,435) (171,473) 199,756 6,807 428,087

Cumulative interest gap 466,541 319,106 147,633 347,389 354,196 782,283
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39.	INTEREST RATE RISK EXPOSURE (CONTINUED) 

As of 31 December 2005 Total Less than 1 
month

From 1 
month to 3 

months

From 3 
months to 1 

year

From 1 to 5 
years

More than 5 
years

Non-interest 
bearing 

items

MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000

ASSETS

Cash on hand 153,338 - - - - - 153,338

Balances with National Bank 383,332 383,184 - - - - 148

Current accounts and deposits with banks 170,479 159,395 - 8,254 - - 2,830

Held for trading securities 201,715 19,507 42,511 86,448 53,249 - -

Loans, net (variable rate) 2,377,634 2,114,236 28,955 111,378 112,909 859 9,297

Lease receivables, net (fixed rate) 131,358 8,046 10,988 34,055 74,575 1,658 2,036

Financial investments 44,129 - - - - - 44,129

Property and equipment 214,547 - - - - - 214,547

Intangible assets 39,068 - - - - - 39,068

Other assets 37,884 - - - - - 37,884

Total assets 3,753,484 2,684,368 82,454 240,135 240,733 2,517 503,277

LIABILITIES

Due to banks 34,261 10,079 83 19,719 4,230 - 150

Other borrowings 74,927 - - 73,310 - - 1,617

Due to customers (fixed rate deposits) 576,794 109,886 172,813 281,132 12,963 - -

Due to customers (variable rate deposits) 2,412,455 2,361,844 - - - - 50,611

Due to public authorities 5,170 - - - - - 5,170

Deferred tax liability 6,456 - - - - - 6,456

Other liabilities 33,819 - - - - - 33,819

Total liabilities 3,143,882 2,481,809 172,896 374,161 17,193 - 97,823

Interest gap 609,602 202,559 (90,442) (134,026) 223,540 2,517 405,454

Cumulative interest gap 202,559 112,117 (21,909) 201,631 204,148 609,602

The Bank issues loans as well as accepts deposits bearing as fixed rate as well as variable rate. Variable 
rate loans to customers and deposits from customers represent instruments in respect of which the 
Bank has the right to unilaterally change the interest rate in line with change rates on the market. The 
Bank is to give 15 days notice prior to any change takes place. For interest gap disclosure purposes 
loans and deposits bearing floating rate were considered to have a 15 days notice re-pricing period and 
were classified into category “up to 1 month”.

40. SUBSEQUENT EVENTS

On 2 February 2007 the Bank announced an offer for acquisition of 88,199 ordinary shares at the nomi-
nal value issued by BC “Moldova-Agroindbank” S.A.
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