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Gligor Bishev Agis Leopoulos

Chairman of the Board of Directors Chairman of the Supervisory Board

Dear Shareholders,

Sluggish domestic and global recovery along with the process of rebalancing marked the year
2010. However, the readjusting will continue and it will be a long fime before the global economy
and the infernational financial markets witness the same level of activity as before the crisis. In such
environment, only those banks with sound business models and reliable strategic pariners can
cope with the challenges of today and meet the opportunities of tomorrow. In that context, dear
shareholders, we are proud to present the results of Stopanska banka AD - Skopje (SB) for 2010.

In the year under review, the Bank dedicated its efforts on maintaining the sirong liquidity and capital
base, safeguarding the loan portfolio quality and the containment of the operating cost. Thus, SB
remained well-capitalized, deposit-funded and highly liquid and continued delivering high quality
services to its customers. At the end of the year, the bank recorded profit before taxes of EUR 14.3
million, exceeding the corresponding 2009 figure by 19.2%, while the bank’s total assets reached
EUR 1,109.8 million. Consequently, ROA stood at 1.4%, while ROE equalled 11.2%, indicating
stable returns for shareholders. With the highest capital strength in the industry, which ensured
capital adequacy of 17.8%, SB remained the most solid and trustworthy financial partner in the
country.

During a year of high uncertainty, the credit activity was adjusted to provide an adequate level of loan
support fo our clients, but at the same time fo safeguard the loan portfolio quality. Consequently, by
the end of 2010 the total loan portfolio reached EUR 753.9 million, out of which EUR 315.1 million
were extended fo corporate customers, while refail exposures amounted to EUR 438.9 million. In
parallel with this, SB’s focus during 2010 on maintaining high assets quality resulted in lower NPL
ratio by 60 bps when compared to 2009, and 160 bps lower relative fo the indusiry average.

Attracting new deposits was one of the key strategic targets set, and successfully realized, by the
Bank in the field of Refail Banking during 2010. Namely, SB opened over 81.000 new retail deposit
accounts in 2010 which increased the fotal balance of deposits to EUR 684.3 million, exceeding the
corresponding 2009 figure by 13.4%.




As part of the efforts to make access fo banking services easier, in 2010, SB introduced new channels
for communication and cooperation with the clients, such as the pioneer project ATM banking - bill
payment, fund fransfer, mini statement, mobile top-up etc. The growth rate of e-banking transactions
of 33%, compared to 2009 gave a strong incentive fo the Bank to additionally improve the e-banking
service and accelerate the phone banking launch. With these advancements, Stopanska banka AD
- Skopije will reaffirm its leading position not only as the largest bank by number of clients but also
the most innovative and client oriented bank on the market.

Looking forward, we remain committed to the core vision for our Bank, to build a financial services
company that meets the full range of financial needs of the clients, atiract the best employees to
serve our customers and thus create long term value for our shareholders. With the top team in the
industry, we remain confident that SB is well-placed in today’s environment and that our strength
will lead to greater opportunities in the future.

At the end, we would like fo express gratitude to SB management for their professional approach
in execuing the business strategy, to our employees for their dedication, enthusiasm and hard work
and last but not least, we would like to thank those one million of our clients for their continued
confidence and trust that have placed with us.

Gligor Bishev Agis Leopoulos
Chairman of the Board of Directors Chairman of the Supervisory Board
Skopje, 27.05.2011 Skopje, 27.05.2011
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The Bank and its Shareholders

Established far back in 1944, Stopanska Banka AD - Skopje has been
the oldest bank in the country with years-long tradition of providing
financial support to many large invesiment projects and companies
in the country. Since beginning of 2000, when it was acquired by
the dominant new owner the National Bank of Greece, SB has been
operating as a subsidiary in the network of a leading financial group
in South-East Europe. After the execution of the put out option in the
second half of August 2010 with IFC and EBRD that parficipated in
the Bank capital with 10.8% share each, the National Bank of Greece
has stake of 94.6%, and the remaining of 5.4% of the total number
of shares are held by larger number of small investors.

Mission of Stopanska Banka

In the constantly changing world, where needs and dreams change,
customers know more, want more, Stopanska Banka strives fo provide
new opportunities by introducing financial products and services that
go hand-in-hand with these changes through its advanced and easy-
to-reach disiribution channels.

By offering wide range of innovative and consumer focused products
and services, Stopanska Banka aims fo be a reliable pariner to its
customers, supporting their growth and satisfying their needs in easy
and efficient ways, so they are encbled to reclize their potenticl and
get the most of life, every day. At the same time SB is dedicated to
creating value for its shareholders and a rewarding environment for its

employees.



Key Financial Highlights
in EUR million

2009 2010 % change
Income Statement indicators
Net Interest Income 42.9 38.5 -10.2%
Net Commissions Income 13.9 14.7 5.8%
Total Income 61.5 57.4 -6.7%
Operating Expenses 32.5 32.6 0.1%
Personnel Expenses 12.1 12.2 0.8%
Net Operating Income 29.0 24.9 -14.2%
Impairment losses {nef) 17.0 10.6 -37.9%
Pre Tax Profit 12.0 14.3 19.2%
Net Prolit 11.9 14.2 19.8%
Balance Sheet indicators 2009 2010 % change
Total Assets 1,075.0 1,109.8 3.2%
Equity (Tier 1) 124.9 138.3 10.7%
Subordinated debt {Tier 2) 45.2 452 0.0%
Toatal Capital {Tier 1 & Tier 2) 170.1 183.5 7.9%
Regulatory Capital 158.2 168.3 6.4%
Loans to Customers {net) 682.3 690.1 1.2%
Total Loans (gross) 746.0 753.9 1.1%
Retail Loans 4223 438.9 3.9%
Corporate Loans 323.7 315.1 -2.7%
Provisions 63.7 63.8 0.1%
Total Deposits 846.8 870.0 2.7%
Retail Deposits 603.3 684.3 13.4%
Corporate Deposits 243.5 185.7 -23.8%
Financial ratios 2009 2010 % change
Net Interest Margin 4.5% 3.9% -60bp
Cost Income Ratio 49.8% 55.6% 580bp
ROA 1.2% 1.4% 20bp
ROE 9.8% 11.2% 120bp
Loans to Deposits Ratio (gross) 88.1% 86.7% -144bp
Capital Adequacy Ratio 17.25% 17.81% 56bp
Operational Indicators
Number of Units 69 66 -3
Number of Personnel {eop) 1142 1067 -75
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Economic Environment

Steady and sluggish export driven recovery started in 2010, Sharp
reduction of current account deficit and mild fiscal deficit contributed o
exchange rafe stobility. Such environment enabled the central bank to
begin loosening its nominal policy interest rafe. Despite the decreased
inferest rafe margins and rise in NPLs, the banking sector remained
sound, liquid and posted strong capital adequacy.

Stimulus packages in matured market economies generated sluggish
recovery of the global economic activity. However, in most developed
economies the financial institutions, firms, and households are still
undergoing the process of rebalancing, confributing for weak recovery
of the private consumption, especially the real estate consumption.

Year 2010 saw the beginning of a recovery in the domestic economy.
Namely, affer the modest coniradtion in 2009, the economy registered
slow but steady export driven recovery of the economic adtivity, resulting
in GDP growth of 0.7%. The gradual rebound of the global demand
in 2010, especially in the key export segments, was the main driver of
the increased capacity ufilization of the production base. Additionally,
the government stimulus, provided by public investments, maintained
the domestic demand in positive zone. On that note, the main carriers
of the growth in 2010 were Consiruction, Metal indusiry and Financial
intermediation.

Theincreased economic activity and the rebound of inflationary pressures
have increased the inflation rates, both globally and domestically.
However, despite the higher imported inflation, the average inflation
rate for the year as a whole was low, 1.6%, which is mainly due fo the
slow domestic demand recovery.

In contrast to most other countries in Europe, the public finances in country
managed fo maintain an appropriate balance between supporting the
economic recovery and preserving low public debt. Consequently, in
2010, through significant expenditure cuts, the fiscal deficit narrowed
to 2.5% of GDP from 2.8% in the previous year.



The improved global macroeconomic landscope caused infernational
capital flows lo expand during 2010. Consequently, the external sector
of the domestic economy reported significant narrowing of the current
account deficit which is estimated at 2.7% of GDP for the end of the
year, compared fo 7.5% in 2009. The reduction of the current account
gap reflected the sharp increase in export, led by the gradual recovery

of the global demand and the favorable ferms of irade, in environment -

of relatively weak pressure from domesfic demand on imports.
Additionally, in 2010, the net-inflows from private ransfers winessed
further increase, to around 19% of GDP, indicating significant reduction
of external vulnerabilily of the country. On the copital and financial
account side, the most significant capital inflows in 2010 were related
to foreign direct invesiments, which although relafively low {3.2% of
GDP), were sufficient to cover the current account deficit and to enable
further accumulation of foreign exchange reserves.

In 2010, the favorable macroeconomic landscape for implementation
of the monetary policy endbled the central bank to begin loosening
its nominal policy inferest rate. Namely, the relatively stable foreign
exchange market, mirrored by outstanding export performance and
strong inflows from private transfers, enabled foreign reserves to
reach EUR 1.7 billion, maintaining appropriate import coverage.
Consequently, in response to more lavourable external sector

developments, in environment of negative output gap and low

inflation, in 2010, the central bank reduced its policy rate from 9%
in November 2009 to 4% in December 2010, which is historical

minimum since the monetary independence of the country.

Despite the decreased inferest rate margins and rise in NPLs, the banking sector
remained sound, liquid and posted sirong capital adequacy. Namely, during
2010 the growth of the deposit base has accelerated on the backdrop
of further improvement in the macroeconomic setup, favourable external
sector developments and stabilized risk percepfions of the economic
agents. Consequently, the deposit base finished the year with 13.7%
growth compared to 7.1% in 2009. Underlying the sirong confidence in
the domestic currency, such growth of the deposit base was mainly (68.6%)
attributed to the local currency-denominated deposits which recorded an
annual growth of 19.5%. This contributed fo modest ease in the level of
euroizalion of the deposit base from 48.5% in December 2009 o 46.8%
in December 2010. In addition, the new legislation possed in 2010
inroduced inferest rate ceiling on the banking sector lending products
based on the nominal policy rate of the Central bank. Such legislation, in
combination with declining CB bills rate, influenced sharp decline of the
banking sector lending rates, resulfing in decreased interest rate margins.
However, the lending activity of the banking sector accelerated the growth

to 7.1% compared to 3.5% in the previous year, Consequently, the loans
to deposits ratio drop below 90% (89.5%).
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Basic macroeconomic indicators

2002 2003 2004 2005 2006 2007 2008 2009 2010
Output
Gro;is% Domestic Product (real growth 0.9 2.8 4.1 4.1 4.0 5.9 50 -07 0.7
rate
Industrial Production (real growth rate} % -5.3 A7 22 7.0 2.5 37 5.5 7.7 -4.3
Prices, wages and productivity
CPI {annual average) % 1.8 1.2 -0.4 0.5 3.2 2.3 8.3 -0.8 1.6
CPI {year-end) % 1.1 26 -1.9 1.2 29 6.1 4.1 -1.6 3
PPl (annual average) % -0.9 0.3 0.9 3.2 3.2 1.7 5.6 -6.5 8.3
PPl (year-end} % 1.1 -0.2 1.3 40 3.2 42 -1.8 3.2 9
Real wages (annual growth rate) % 53 3.6 42 20 40 55 1.9 25 1.4
Government finance
General government balance {% of GDP) -57 0.6 0.4 03 -06 06 -09 -2.8 -2.5
External secior
Current account balance (% of GDP) 95 33 75 15 -04 72 -13.1 75 27
Export of goods {in million US$) 1,112 1,363 1,675 2,041 2,396 3,349 3,971 24692 3.172
Import of goods (in million US$) 1,918 2,214 2,814 3,104 3,681 4979 6,523 5043 5.305
Export of goods {annual growth rate) % 37 225 229 218 174 398 186 -323 227
Import of goods {annual growth rate} % 140 154 271 103 184 353 31.0 -264 8.1
Gross external debt {in million US$) 2817 2971 3,284 A4161 4,478 5505 A5.710
Foreign reserves {in million US$) 735 903 986 1,325 1,866 2,240 2,106 1.597 1.715
Exchange rate MKD/EUR (average) 60.98 61.26 61.34 61.18 61.17 61.20 61.27 61.29 61.52
Monetary agregates
M1 growth (dec./dec.} % 4.3 28 20 64 179 307 145 -3.5 9.8
M2 growth [dec./dec.} % -80 188 171 155 248 28.1 7.1 3.9 8.3
M2 denar growth (dec./dec.) % 7.9 15.4 12.6 1.7 317 41.1 0.8 -5.5 10.8
M4 growth {dec./dec.} % 0.8 160 165 150 250 29.3 11.2 6 12.2
M4 denar growth (dec./dec.) % 75 121 162 150 245 29.1 8.9 -4.4 16
Credit fo private sector {dec./dec.) % 6.9 154 257 217 305 39.2 344 3.5 7.1
Interest rates
Money market inferest rate N9 99 69 86 55 37 44 63 37
(annual average) %
CB bills rate {annual average) % 12,6 8.2 7.7 95 60 5.1 6.5 8.5 5.5
M°!“3’ market inferest rate (end of N9 58 79 87 49 31 53 61 27
period) %
CB bills rate {end of period) % 15.2 6.2 9.0 8.5 57 48 7.0 8.5 4
Capital markets
Macedonian Stock Exchange index-
MBI {growth rate-eop) % 11.9 7.7 14.7 69.58 61.54 109.07 -72.92 238 -17.2

Source: Ministry of Finance, State Statistical Office, National Bank of RM



Review of 2009 Activities
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Financial Performance

The prudent risk management secured the stability and soundness of
the bank while the balanced growth of the loan portfolio accompanied
by the efficient management of the funding sources ensured growing
return for our shareholders.

In the challenging market condition, Stopanska banka AD-
Skopje (SB) dedicated its efforts on preservation of strong
liquidity and capital base, safeguarding of loan portfolio quality
and containment of the operating cost. Thus, SB remained well-
capitalized, deposit-funded and highly liquid, which enabled
delivering of high quality support to its customers. At the end
of the year, the bank recorded profit before taxes of EUR 14.3
million, exceeding the corresponding 2009 figure by 19.2%,
while the bank’s total assets reached EUR 1,109.8 million.
Consequently, ROA stood at 1.4%, while ROE equalled 11.2%,
indicating stable returns for shareholders. With the highest
capital strength in the industry, which ensured capital adequacy
of 17.8%, SB remained the most solid and trustworthy financial
partner in the country.

Net Interest Income

In the course of 2010 the pressure from the legal framework, for
lowering the interest rates in parallel to the central bank policy
rate cuts, influenced sharp decline of the banking sector lending
rates. At the same time, due to the cap of the interest rates, the
banks were not allowed fully to integrate adequate risk premiums
in their lending rates, which in combination with increased
competition for deposi’rors on the local market, resulted with an
annual decline in the Bank’s net interest margin by 60 b.p. down

to 3.9%. As a result, the net interest income of the Bank receded
to EUR 38.5 million.

Net Interest Income (in EUR million)
2009 2010 % change
Interest income 80.2 77.3 -3.6

Interest expenses 37.4 38.8 3.9
Net Interest Income 42,9 38.5 -10.2




Interest income

Despite the modest growth of lending balances in 2010, the more
pronounced downward adjustment in the lending rates resulted
in lower interest income. Namely, during the reporting year, the
Bank generated EUR 77.3 million interest income, which is 3.6%
less than in 2009. Herein, the income related to the retail loans
totaled EUR 50.2 million and kept the dominant position within
the total interest income (64.9%). At the same time, the interest
income earned on corporate loan book equaled EUR 18.2 million.
Cautios approach to lending and increased investments in short
term Central bank bills and Treasury bills were adequately
affected in increased interest income from these sources.

Interest income (in EUR million)

2009 2010 % change

Interest income 80.2 773 -3.6
Retail loans 494 502 1.7
Corporate loans 230 183 -22.8
Investment securities 1.7 1.1 -44.3
Due from other banks 0.2 0.0 -89.5
Treasury bills and eligible bills 44 6.6 62.1

Balances with central banks 1.0 1.2 17.6

Interest Expenses

Interest expenses went up by 3.9%, mainly driven by increased
volumes of retail deposits and related interest expenses. The
latest, registered growth of 15.5% in 2010 and kept the largest
share within SB's total interest expenses (80.2%). Despite the
market conditions, such growth in interest expenses also reflects
the higher volumes of more expensive deposits, such as deposits
with long term maturity and local currency savings of citizens.
Interest expenses related to corporate deposits dropped by 32.4%
reaching EUR 4.7 million.



Interest Expenses (in EUR million)
2009 2010 % change

Interest expenses 374  38.8 3.9
Retail deposits 269 31.1 15.5
Corporate deposits 6.9 4.7 -32.4
Due to other banks 0.1 0.1 -93.1
Other liabilities 3.4 1.7 -18.8

Fee and Commissions Income

Increased volume of activities in 2010 contributed the net fees
and commission income to reach EUR 14.7 million, exceeding the
2009 figure by 5.8%. Within this, the most significant contribution
came from lending cctivities counting for half of the Bank’s total
fee income or EUR 7.3 million, and was higher by 9.8% than the
previous year. The second largest fee and commission income item,
representing 25.2% of total fee and commission income, relates
to the income from transfer of funds, mainly driven by increased
domestic payments operations, which registered an annual growth
rate of 1.9%. In addition, due to the significantly increased volume
of trade finance activities in 2010, the fee income generated on
letters of credit and guaranfies registered growth rate of 9.6%
compared to 2009.

Net Fees and Commissions Income (in EUR million)

2009 2010 % changi

Net fees and commissions income ~ 13.9 14.7 58
Brokerage 0.1 0.1 -29.2
Loans and credit cards 6.7 7.3 9.8
Letters of guarantee 1.0 1.1 9.6
Transfer of funds 3.6 37 1.9
Deﬁosi’r accounts fee 1.4 1.3 -20

ers 1.2 1.2 4.0




Assets and Liabilities

Assets

The Bank’s total assets at the end of 2010 reached EUR 1,109.8
million, which is EUR 34.8 million or 3.2% more than the year
before. Amid the high risks and uncertainties in 2010, the Bank
continued rearranging its asset mix in favor of more liquid
assets, pushing their share up to 31% of the total assets. Credit
activity in 2010 was adjusted fo provide an adequate level of
loan support to our clients, but at the same time to safeguard
the loan portfolio quality. Consequently, by the end of 2010
the total loan portfolio reached EUR 753.9 million, out of which
EUR 315.1 million were extended to corporate customers, while
retail exposures amounted to EUR 438.9 million.

In parallel with this, SB’s focus during 2010 on maintaining
high assets quality resulted in NPL ratio lower by 60 bps when
compared to 2009, and 160 bps lower relative to the market
average. In line with such developments, at the end of year
the loans to deposits ratio dropped to 86.7% on gross basis,
indicating strong credit potential for 2011.

Deposits and Equity

At the end of 2010 the Bank’s total borrowing [deposit and non-
deposit) reached EUR 971.5 million, thus recording nominal annual
growth of 2.3% entirely as a result of the continued development
of the Bank's client deposit base. Evidently, customer deposits
continued to be the main driving force of the enhanced financial
potential of the Bank in 2010, with annual growth rate of 2.7%
and EUR 23.2 million absolute increase against 2009 year-end.
Herein, the households’ deposits registered the most intensive
increase with an annual rate of 13.9%, thus sirengthening the
dominant position in the total deposits with a share of 78.0%. The
currency composition of the deposits bose indicates significant
increase in the share of local currency denominated deposits to
48.5% up from 39.7% in 2009, mainly reflecting the improved
confidence of the general public in the stability of the local
currency. Regarding maturity structure, the dominant contribution
in the deposit base expansion belongs fo fime deposits, with
annual growth of EUR 30.3 million or 5.4%. Suskined positive
trend in the deposit base growth towards longer-term maturities
contributes to better balance sheet financing, hence indicating
stable sources of funds for the Bank’s confinuous credit expansion.
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Retail Banking

SB successfully met its client’s
e)[?c;ectafions in retail lending I:;K
offering wide product range wi

enhanced  characteristics and
alternative selling channels. This
contributed to further strengthening
of its leadership in retail lending.




in EUR million Retil Deposits

During 2010, SB continued fo dominate the domestic retail market
with its wide product range and variety of unique selling channels.
The growing market competition was overcome by enhanced product
characteristics and invesimentis in technology intensive infrastructure.
As a result, the number of retail customers increased for additional 37
thousands or 4.5% when compared to 2009.

In the framework of our strategy fo enhance the qudlily of client
servicing, the Bank introduced a new organizational model and vertical
line business reorganization. In accordance with the new organization,
Stopanska banka established new client service roles in the branches
such as: Relationship Officers for Small banking business, Relationship
Officer for affluent clients as a special product segments and the
Recepfionist. According fo the aforementioned, Stopanska banka AD
- Skopje implemented modifications and adjustments fo the policies,
procedures and a whole new organizational structure that really puts
the customer needs in the center of inferest. The organizational changes
were complemented with the introduction of advanced-technology-
based services, such as: ATM banking -bill payment, fund transfer, mini
statement, and mobile fop-up. In addition, by improving the e-banking
service and the ongoing preparation of the phone banking, Stopanska
banka will become not only the largest bank by number of clients, but

the most innovative and client oriented bank on the market, as well.

Retail deposits

Attracting new deposits was one of the strategic targets set, and
successfully realized, by the Bank in the field of Retail Banking
during 2010. Namely, SB opened over 81.000 new deposits in
2010 and the fotal balance of deposits reached EUR 684.3 million,
exceeding the corresponding 2009 figure by 13.4%. Herein,
the most significant contribufion came from the increased fime
deposits, which annual growth rate reached 23.3%. The currency
composition of the retail deposits reveals increased share of the
local currency denominated deposits, to 41.2%, up from 35.7% in
2009, mainly reflecting the nation-wide trend in the household’s
saving preferences. Consequently, SB maintained market share of
29% during 2010.



Retail lending

On the rekil lending side, SB performed according to the market
trend and mainkained its market share of 38.8% with tofal cutstanding
balance of EUR 438.9 million. In 2010, the siructure of the lending
portfolio continued to favour the secured lending products, which is
a strategy that SB has maintained since the beginning of the global
economic crisis. With over 900 new Housing Loans approved in 2010,
SB retained its market leadership within this segment with over 40%
market share.

Due to the new legislation on used car sales in 2010, the automotive
industry suffered a blow to the sales of new cars, which resulted in
decrease of the sales of Auto Loans and confributed to negative frend
of the portfolio, however the Bank managed to maintain its 45% market
share.

The Consumer loan participates with 27% in the lending porffolio and it
is consisted of the instalment unsecured loan sold through the branches
but also through a constanfly growing merchant network and the Line
of credit with the unique characteristics. The Bank also maintains high
market share of above 42% in this segment.

During 2010, the total number of Credit and Debit cards issued by SB
numbered 299.887, which is a growth by 7.6% compared to 2009.

The outstanding balances of credit cards with nearly 50% market share
maintained its 2009 level in spite of the negative market frends.

The “36 interest free installments scheme” with SB credit cards increased
usage especially with the growth of merchants embracing this scheme.
This scheme as well as the growing trust in card as a payment option

increased the volume of POS transactions {non-cash transactions) for
credit cards by 23% and 30% for debit cards compared 1o 2009.

The planned novelties for 2011 will increase card utilization through
the e-commerce and increase the acquiring with the launch of new

card producis.
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Alternate channels

By the end of the year, in addition to the internet banking, SB
introduced 24/7 availability of basic banking services through its
nation-wide ATM network. The new services along with e-banking
were branded under the well accepted i-bank logo at Group
level. i-bank services include 24/7 ATM bills payment, monthly
instalments and transfer of funds from one account to another
within the Bank, by using a debit or credit card of SB. The reason
behind implementing these services is to increase the card usage
of both credit and debit users, to transform the ATMs in bank
counters, thus, decreasing the waiting lines in the branches. The
results of the first days of launching the ATM payment service gove
optimism for the acceptance of the alternative services.

The e-banking service has grown over the years to become one of
the most important channels for clients to use SB banking services.
With the increased infernet penetration the Bank confinued
developing and improving the service now offering a complete
overview of client position - each deposit and lending product
with details such as: interest rate, payment plan, list of payments,
term delails efc. The improvements have lead to a 35% increase in
number of transactions compared to 2009 and 20% increase in
the value of transactions. The number of clients also grew by 40%
in both retail and corporate clients mainly due to the intensive
training of sales staff and constant promotion of the service. The
e-banking service is organized now under the i-bank brand along
with the remaining services that provide the client the opportunity to
choose both the fime and the place for using SB banking services.
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In 2010, corporate sector in the country witnessed the first signs
of recovery from the great recession. However, despite the
increased capacily utilization on the backdrop of the gradual
rebound of the global demand in 2010, the profitability of the
real sector remained week. Such market conditions did not
prevent SB from continuing with its corporate banking operations
in line with its long term strategic priorities. Namely, during
2010 SB offered full range of corporate banking services and
100 — — e —( products, providing incessant financial support to its customers.
Furthermore, having in mind the importance of being closer
to our clients, the Bank opened 3 Business centres, covering

2006 2007 2008 2009 corporate clients within the country. Consequently, at the end
lgecoporsis aMedimeopors mMkmwpaae  OF the year, the credit portfolio in the corporate segment totalled
. EUR 315.1 million. However, during a year of contained credit
aclivity and negative risk perceptions, SB was actively focused
on maintaining the assets quality and ensuring the reliability of
its borrowers, through further improvement of the underwriting,
monitoring and collection processes. This resulted with NPL ratio
lower by 120 bps when compared to 2009.

Corporate Loans

in EUR million

In line with its medium-term strategy, SB during 2010 continued
to provide active support to Small and Medium-Sized companies.
Consequently, with disbursed EUR 98.1 million loans to small
and medium size companies during 2010, SB remained one of
the main market players in SME finance.

Despite the challenging market conditions in 2010, SB sustained
and deepened the existing business relations with the very
important segment of creditworthy large businesses. The expert
knowledge, advanced IT solutions, capital size and synergies
from membership in one of the largest financial groups in South
East Europe, NBG Group, appeared to be the main drivers of
SB’s competitive advantage in dealing with big corporate clients.
On that note, during 2010 SB clinched a number of major deals
in this corporate segment. Among the most significant is the
credit agreement signed with ELEM AD Skopije for an investment
loan worth EUR 30 million intended for modernization of the
Thermal Power Plant Bitola, as the major and most important
energy source in the country. As a result, by the end of 2010,
the total portfolio of large corporate loans reached EUR 167.4
million following disbursement of a total of EUR 116.7 million on
the basis of new large approvals.



In total, during 2010, SB approved more than 5.400 corporate
loans, while the fotal volume of newly approved loans reached
EUR 223.5 million, exceeding the 2009 figure by 4.8%. In
addition to the regular loan activity, in 2010 in the area of trade
finance SB issued 1.122 letters of guarantee and letters of credit.
Total volume of newly issued trade and finance instruments in
2010 reached EUR 81.6 million, implying 93.4% higher activity
compared to 2009.

Risk Management

In light of still challenging macroeconomic environment and
permanent aspiration of the management for stable and moderate
risk profile, the sound and effective risk management remained
the highest priority within the Bank.

A consistent and effective framework for risk identification,
assessment, monitoring and control is in place, based on
comprehensive risk management framework which is regularly
reviewed and adjusted in accordance with the Bank’s and
Group's overall risk appetite and profile, internal and external
norms and best banking practices.

The Bank’s risk governance model includes three lines of defence
consisting of:

The risk taking units (lines of business) at the first level, responsible
for assessing and minimizing risks for a given level of return;

The risk management function, at the second level, which
identifies, monitors, controls, quantifies risk, provides appropriate
tools and methodologies, coordination and assistance; reports
to appropriate levels and proposes mitigation measures, being
supported by the Group Risk Management unit and outhorities
at the NBG Group level, and Infernal Audit, which provides the
independent review function.

In the beginning of 2010, the Risk Management function was
additionally strengthened by introducing the Chief Risk Officer
function and implementing new risk management organization
model.

The Chief Risk Officer is also member of the Board of Directors,
indicating the involvement and importance of the risk management
function in the overall operations of the Bank, both in strategic
and taclical decision making.



Also, the risk management architecture was redesigned, in a way
that besides the classical risk management role it considers higher
involvement of the risk management function in everyday decision
making; and confributes to wider, proactive and more comprehensive
risk organization structure in the Bank. Nevertheless, the Bank's risk
management organizational structure primarily ensures existence
of clear lines of responsibility, efficient segregation of duties and
prevention of conflicts of interest at all levels.

The main objective of the risk management function of SB is fo limit
the impact of potential adverse events both on its capital and on its
financial results. Risk management serves o the following goals:

B Protecting the Bank’s reputation as leading and
reputable financial institution in the country pursuing
high corporate governance and ethical standards;

m Risktransparency: Supporting decision making processesatthe
bank level, by providing the necessary risk related perspective;

® Management responsibility: SB’s business units are
individually responsible for their results as well as
for the risks associated with their operations. The risk
management function contributes towards improvement
of the use and dllocation of capital and enhance
risk adjusted return on capital at the bank level by
incorporaling risk info business performance measures;

m Compliance: Ensuring consistency with best practices and
compliance with regulatory, quantitative and qualitative,
requirements at the bank and also at the group level.

Credit risk management

Credit risk is defined as the risk that the counterparty will be
unable to meet its financial or other contractual obligations.
During 2010, Stopanska Banka has revised the credit policies
further enhancing the already robust framework of processes
and internal controls designed to measure, manage, monitor
and mitigate credit risks.

SB's credit policy of prudent lending emphasises a detailed
risk assessment prior to any credit decision and common set
of minimum standards for credit limit evaluation, appreval,
renewal and monitoring of credit exposures.



The risk assessment process of corporate and retail borrowers
is standardized and facilitated by the use of special risk rating
systems and statistical scoring models. The application of these risk
management tools, based on various quantitative and qualitative
data inputs and analysis, has contributed to systematisation of the
risk identification process and a risk-controlled growth of specific
sub-portfolios. Authorized Credit Approval Committees are
established for the approval and renewal of the credit exposures.

Once a loan has been granted, an ongoing risk monitoring
process takes place by assessing new information regarding
the borrowers, both financial and non-financial. The bank
monitors the creditworthiness and the credit behaviour of its
borrowers on a continuous basis and projects its future trends.
In case deviations are identified, credit management will be
intensified, with a higher monitoring frequency and stricter
level of monitoring for all conditions agreed upon. During
2010, as an addition to the established credit risk framework,
a new concepl of internal classification was introduced, aligned
with the practices of NBG Group. The internal classification
is an indicator of the borrower’s creditworthiness and the
credit behaviour and implies a suitable monitoring strategy.
In addition, the enhanced credit risk framework includes
implementation of an Early Warning System with the purpose
of producing lists of candidate clients for classification, on the
basis of their transactional behaviour and financial status, further
enabling the Bank to undertake measures and management
strategies in the early stage of the client delinquency.

If it is probable that the debtor is unable to fulfil all its contractual
obligations, these exposures are subjectto impairment assessment
and an allowance is made which is charged to P&L accounts.
The impairment assessment is part of the Bank’s risk mitigation
process. During 2010, in line with the international best practices,
a new and enhanced impairment methodology and process was
implemented, introducing participation from different levels of
the Bank in the impairment assessment and the projections of
the expected cash Hows of the borrowers towards the Bank.
The new methodology is supported by a software tool that
contributes to automated and accurate impairment calculations.
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Quality of credit portfolio

The impact of the global financial crisis has still been present in the
domestic economy during 2010 and its effects on the companies
and individuals have been visible through the trends of the Bank’s
Non Performing Loans portfolio within the country’s banking sector.
However, with intensive assessment and enhanced risk mitigation
activities, as well as an efficiently organized collection function, the
Bank managed to keep high level of quality of the credit portfolio.
The Bank managed to keep the NPL ratio at 7.8% (on the portfolio
since 2001), below the average of the couniry’s banking sector,
confirming again the Bank’s determination to remain within the
determined low risk profile and to allocate optimal amount of
provision. Consequently, the provision coverage reached 97.9%,
higher by 520 b.p. reldtive to previous year.

According to the ceniral bank’s Methodology, each credit risk
exposure is classified in one of the five risk categories (A,B,C,D
and E) or in a homogeneous groups on the basis of similar risk
characteristics.

The share of the exposure classified in “A” and “B” low risk
categories remained high, reflecting the prudent approach of the
Bank in selecting new clients. Together with the refail exposure
included in the homogeneous groups, that are also considered
as low risk, they compose 92% of the total portfolio of Stopanska
Banka. The high risk debt classified in “D” and “E” remains on the
low side, composing only 5% of the Bank’s loan portfclic.

Concentration risks

Concentration risk is the current or prospective risk to eamings and
capital arising from excessive exposure placed with cne counterparly
or group of relaled counterparties whose likelihood of default is
driven by common underlying factors, e.g. economic sedlor, industry,
geogrophical location, instrument type.

The loan portfolio of SB remains widely dispersed across different
types of borrowers, asset categories and number of industries, thus
preventing excessive concentration risks. For that purpose, the Bank has
introduced a set of limits that conirol the exposure of the Bank towards
different types of borrowers, indusiry sectors, geographic location and
type of collateral, The exposure limits are monitored on regular basis
and all the conclusions are supported by adequate actions from the
appropriate level of the Bank.



Liquidity risk management

Liquidity risk is defined as the current or prospective risk fo earnings
and copital arising from the bank’s inability fo meet its liabilifies when
they come due without incurring unacceptable losses.

Effective liquidity risk management is essential for the Bank in order
fo mainkiin the confidence of depositors and counterparties, and 1o
enable the core businesses to continue fo generate revenue, even under
adverse circumstances.

During 2010 SB successfully mainkained sufficient liquidity in order
fo meet its legal and transactional obligations, based on the existing
framework for managing liquidity risk that encompasses:

m Operaling standards relating fo SB's liquidity risk, including
appropriate policies, procedures and resources for controlling
and limiting liquidity risk

B Maintenance of a stock of liquid assels appropriate for the cash
flow profile of SB which can be readily converted into cash
without incurring undue capital losses

® Measurement, control and scenario testing of funding
requirements, as well as access to funding sources

® Management information and other systems which identify,
measure, monitor, and control liquidity risk

® Contingency plans of SB for handling liquidity disruptions by
means of the ability to fund some or dll activities in a fimely
manner and at o reasonable cost

™ Monitoring of liquidity risk limits and ratios taking into account
SB's risk appetite and profile, as well as regulatory requirements
for the minimum level of liquidity



Interest rate risk

The Bank is exposed to effects of fluctuation in the market interest
rates relevant for its financial positions and cash flows. Taking into
consideration that the trading portfolio of the Bank is insignificant
relative to the tolal assets and it relates mainly fo the government

securities, the interest rafe risk is assessed for exposures arising
the banking book activities.

Interest rate risk in the banking book {IRRBB) is defined as the current
or prospective risk to earnings {Net Inferest Income) and / or capital
arising from adverse movements in inferest rates offecting the banking
book positions.

SB has established a framework for interest rate risk management in
order o minimize the effect of adverse movements of the market interest
rates, as well as meet the regulatory requirements established in 2010
by the central bank. The framework encompasses risk factors and their
estimation, measurement methodologies, stress testing methodology,
IRRBB metrics and limits as fo ensure that this risk is appropriately
measured, monitored and managed.

SB started to develop the practical fools for effective management of
the bank’s IRRBB exposure, where the bank's positions are divided into
three respective categories per type of interest rate: fixed, variable, and
adjustable. In 2010 SB built a model to determine the expected re-pricing
period of the producis with adjustable inlerest rates, and developed o
software solution for building the required regulatory reports.

With respect to the fulfilment of the regulatory requirements, as of
31.12.2010 the rafio of fotal net weighted position to the regulatory
capital showed a value of 0.65%, which is well below the regulatory

maximum of 20%.

Foreign exchange risk

Foreign exchange risk is the current or prospective risk to
earnings and capital arising from adverse movements in spot
and forward currency exchange rates in the banking and
trading books.

SB balance sheet structure includes assets and liabilities in
different currencies, predominantly in MKD and EUR. SB
manages the risk by monitoring the open currency position on



a daily basis, ensuring compliance with the internal and external
limits of exposure for the main currencies separately, as well as
on aggregate level.

Operational risk management

Operational risk is defined as the risk of loss resulting from
inadequate or failed internal processes and systems, human
factor or external events.

The operational risk management framework of SB is based upon
the OR Strategy and OR Policy and Methodologies documents
that provide the tools necessary to examine the quantitative
and qualitative aspects of the operational risk. This enables the
Bank to idenfify and measure the potenticl loss events, as well
as undertake corrective actions in order to mitigate or avoid the
negative effect on the bank’s balances and capital position.

In 2010 SB has successfully finished the third cycle of Risk
Control Self and Assessment process. During this process the
correspondents revised the Bank’s internal processes and the
associated potential loss events, and gathered losses that have
occurred during the year. Also, in accordance with the bank’s
operational risk profile, few action plans were initiated due to
identified high exposure lowards certain potential loss events,
and due to materialized losses that were above the risk threshold

defined in the ORM Framework.

In addition, SB allocated the gross income across business lines
and obtained a preliminary capital charge for operational risk
under standardized approach in accordance with the Business
Line Mapping Policy. Furthermore, the bank also developed
internal model for allocation of the gross income in accordance
with the local regulatory requirements. Therefore, the Bank is
ready to adopt the Standardized Approach and to determine the
capital charge for operational risk.




Capital adequacy

SB remains onthe leading position by capital size providing opportunities
for further development of its business and creating broader base for
fulfilment of legal limits.

The Bank’s obijectives when managing capital are to comply with the
capital requirements set by the regulator, to safeguard the Bank’s ability
fo continue as a going concem so that it can continue o provide returns
for shareholders and benefits for other stakeholders, and to maintain a
strong capital base fo support the development of its business.

The SB's regulatory capital as at 31.12.2010 was at the level of EUR
168.3 million {181,3 with profit from 2010 included) EUR 10.1 million
higher than the previous year, out of which EUR 121.5 relates fo Tier 1
and EUR 44.8 to Tier 2.

The SB capital adequacy ratic of 17.81% as at 31.12.2010 remained
almost at the same level as of the end of the previous year and was well
above the legally prescribed limit of 8% and the internal limit of 12%.

In the preceding year SB confinued fo be actively involved in NBG
Group efforts intended at seting the ground for full compliance with
the requirements of Basel Il Capital Accord. With this regard, in line
with the Pillar Il, the Bank established a general framework for Internal
Capital Adequacy Assessment Process {ICAAP). On that note, the
calculated internal capital requirements indicate that the Bank has
sufficient capital to cover all material risks to which it is exposed 1o in
its business acfivities.

Stress test

During 2010 the Bank conducted various stress fests in order to
analyse the Bank sensitivity o a predetermined set of extreme but
plausible shocks. The stress fests included effects from various scenarios
regarding credit risk, interest rate risk in the banking book, liquidity
risk, currency risk, equily risk and operational risk, as well os scenarios
that encompassed combination of the risks.

The applied stress fest scenarios primarily examined the effects on the
capital position of the Bank and the resulls showed that the capial
adequacy ralio remained well above the regulatory minimum limit in



all analyzed stress scenario, and consequently it provided evidence for
high resilience of the Bank to eventual external shocks.

MIFID

Stopanska Banka is in the final stage of implementing the Markets in
Financial Insiruments Directive.

The MiFID is adopted by the European Commission cimed at providing
harmonized regulation for investment services across the 30 member
states of the European Economic Area (the 27 Member Skates of the
European Union plus lceland, Norway and Liechtenstein). Enfifies
covered by the Directive are banks and firms that provide investment
and ancillary services. The main objectives of the Directive are to
increase compelition and consumer protection in investment services.

Stopanska Banka, as part of NBG group during 2010 was fully
dedicated 1o the Group efforts fo follow the MiFID, therefore providing
effective governance for compliance risk as a prerequisite for mitigating
reputation risk.

Compliance, Anti Money Laundering and Combat
Terrorist Financing achvities

In the course of 2010, the aclivities for implementation of relevant
novelties in the domestic and international regulations related 1o
banking operations were closely and continuously monitored and
adequately realized in Stopanska Banka AD - Skopije {SB). Moreover,
SB adequately conducted additional activities and undertock additional
measures in order o comply with the amendments to regulations
regarding Money Laundering Prevention (MPL) and Combat Terrorist
Financing (CTF). Considering AML and CTF Activities, it is imporfant fo
note thot during last year, SB implemented the sophisticaled MANTAS
AML/CTF Software, as part of NBG Group permanent commitment fo
prevent Money Laundering and Terrorist Financing.

Accordingly, in the course of 2010, the Supervisory Board of SB
adopted the revised text of the Compliance Policy and Procedures
that are in accordance with the domestic regulations and the 10 Basel
principles for Compliance and the Compliance function in banks.



According to the Annual Compliance Plan for 2010, the following main
projects and activities were redlized in the Compliance Depariment:

¥ Implementation of MANTAS AML Software;

m Adoption and update of several internal Policies and Procedures
related to Compliance and AML/CFT activities, as per relevant
amendments o the regulations made in 2010;

® Staff Training and introducing regular on-line AML/CTF
trainings for SB’s employees;

® Implementation of Know Your Client Brochure (KYC) that
addresses SB’s clients and SB’s employees, efc.

This year, as was the case with last years, SB Compliance Department
confinues fo carry out activifies in order fo achieve the following main
objectives:
® confinuous implementation of efficient system for controlling SB
activities that are in compliance with the applicable domestic
and international regulations;

m establishing efficient intemal procedures and organizational
structures for facing with and managing the possible risks
related to SB compliance with current regulations;

m ensuring good reputation and credibility of SB before NBG
Group, before its shareholders, dients, investors, regulatory
and supervisory authorities and other relevant institutions;

m developing Compliance Culure among SB employees as a
model of corporate conduct and basis for sirengthening the
corporate identity, efc.
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In accordance with the Corporate Governance Code of SB {A.D.
No. 186/23.4.2010) the Shareholders are hereby informed on the

following:

1. Bank Bodies

1.1. Supervisory Board

During 2010 the Supervisory Board of SB operated with 8 members,
out of which 2 independent ones. The term of office of the members
was determined on four years since the day the members received
approval on their appointment by the Governor of the Central Bank.
The members of the Supervisory Board are the following:

1.

Agis Leopoulos, Chairman of the Supervisory Board of SB,
General Manager of Infemational Activities Division, National

Bank of Greece S.A. Athens;

Dimitrios Fraggetis, Member of the Supervisory Board of SB,
Assistant General Manager of International Activities Division,
National Bank of Greece S.A. Athens;

Konstantinos Bratos, Member of the Supervisory Board of SB,
Executive Manager for Corporate and Business Banking at
United Bulgarian Bank, a member of National Bank of Greece
Group, Sofig;

Antonios Karras, Member of the Supervisory Board of SB,
Deputy Manager of Infernafional Activities Division, National

Bank of Greece S.A. Athens;

Anastasios Lizos, Member of the Supervisory Board of SB, Head
of Section “A” of International Activities Division, National Bank
of Greece S.A. Athens;

Vladimir Kandikjan, Member of the Supervisory Board of SB,
Professor, Faculty of Law “Justinianus Primus” - University “Cyril
and Methody” Skopije;

Anelia Kasterlieva, Member of the Supervisory Board of SB,
Principal Banker Financial Institutions, EBRD; Submitted her
resignation on the post member of Stopanska banka AD -
Skopije Supervisory Board during August 2010. In accordance
with the Law on Securities, The Bank informed the public on the
said resignation within the legally prescribed dead line.



8. Blagoja Nanevski, Member of the Supervisory Board of SB,
Professor, Faculty of Economic, “NEOKOM” Skopie;

As stipulated with the laws, the Shareholders Assembly appoints
the members of the Supervisory Board. The proposals to the
Shareholders Assembly are given by the Nomination Committee,
which shall be established by the Supervisory Board and shall
consist of three members from the Supervisory Board members, out
of which one is the independent member.

The appropriate quadlifications for a Supervisory Board member
are:

m universily degree, at minimum;

® knowledge in the reguldtions in banking and/or finance
areg;

® knowledge in financial indusiry and environment the bank
operates in experience confributing to siable, safe and efficient
management and surveillance of the bank operations.

The member of the Supervisory Board should:

m be honest, competent, capable of giving independent
assessment and have strong personal integrity;

m understand his/her role in the corporate governance and
fulfil his/her supervisory role efficiently;

® know the bank’s risk profile;

® know the regulations and take care of establishing and
maintaining professional relations with the Central Bank and
other competent supervisory and regulatory institutions;

®m demonstrate loyalty and care for the bank;
m avoid conflict of interest, or possible conflict of inferest;

® devote enough fime for adive fulfilment of his/her
obligations;

m estimate the functioning of the bank’s Board of Directors
at least once a year, with the bank’s business policy and
operating plans being the initial basis. The written statement
on the assessment results shall state the opinion for the
fulfilment of the plans and the areas, or the parts of the plans
that can be implemented more efficiently. Also, according to
the remuneration policy, the written siafement shall propose
possible rewarding of the bank’s Board of Directors;

m ossesses the efficiency of its own operating, identify the
weaknesses in the Supervisory Board acivities and propose
amendments on a periodical basis;




hold regular meetings with the Board of Directors,
Risk Management Committee, Audit Committee and
the bank’s Internal Audit Department.;

give proposals for good corporate governance;

take no participation in everyday management of the

bank

Appropriate criteria for independency, apart from the ones
prescribed by Law, shall mean:

not being an executive or managing director of the Bank
or an associated company, and not having been in such o
position for the previous three years;

not being an employee of the Bank or an associated company,
and not having been in such a position for the previous three
years;

not receiving, or having received, significant additional

remuneration from the Bank or an associated company apart
from a fee recsived as independent member;

not being a controlling shareholder or a shareholder with
a shareholding of more than 5%, or a director or executive
officer of such a shareholder;

not having, or having had within the last yeor, a significant
business relationship with the Bank or an associated company,
either direclly or as a pariner, shareholder, direcior or senior
employee of a body that has such a relationship;

not being or having been within the last three years, a pariner
or employee of the current or former external auditor of the
Bank or an associated company;

not having served on the board as a non-executive director
for more than five terms.

not being a close fumily member of an executive or managing
director or of persons in the situations described above.

When appointing members of the Board of Directors and other
Bank bodies, the relevant nominating authorities shall consider,
apart from the legal requirements, that the proposed member has
appropriate qualifications, personal characteristics, experience
and infegrity to contribute in the best possible manner fo successful
operations of the Board of Directors and relevant body.




The responsibilities of the Supervisory Board are the following:

1.
2,
3.

%o

10.

11.
12.
13.
14,
15.

16.
17.

18.

19.

20.

2]1.

22.

approves the SB business policy and development plan,
appoints and dismisses members of the SB Board of Directors,

appoints and dismisses members of the SB Risk Management
Committee,

. approves SB financial plan/ Budget,

approves the esiablishment and the organization of the
internal control system,

organizes the Infernal Audit Division and appoints and
dismisses the employees of this Division,

approves the annual plan of the Infernal Audit Division,
approves the information security policy,
approves SB risk management policies,

approves SB plans and programs of activities, and general

acts, other than acts adopted by Shareholders Assembly,
reviews the reports on the activities of SB Board of Directors,
reviews the reports of SB Risk Management Committee,
reviews the reports of the Audit Committee,

reviews the reports of the Compliance Officer/Depariment,

approves the annual financial stalement and the financial
statements of SB,

approves the list of net debtors of SB,

approves the exposure to individual entity exceeding 10% of
SB own funds,

approves the transacfions with persons related to SB exceeding
MKD 1,000,000,

approves the acquiring equity holdings and purchase of
securities higher than 5% of SB own funds, other than purchase
of securities issued by Ceniral Bank,

onroves the proposal of the Audit Committee for oppointment
of audit company and is responsible for ensuring that an
appropriate audit is conducted,

approves the internal audit policy and procedures, supervises
the appropriateness of the procedures and the efficiency of the
operdtions of the Internal Audit Division and reviews its reports,

reviews the supervisory reporis, other reporis submitted by
the National Bank, the Public Revenue Office and other
competent bodies and proposes, i.e. undertakes measures
and activities for addressing the identified non-compliances
and wecknesses in SB operations,



23. approves the annual report on the SB operations and submits
written opinion thereon to the SB Shareholders Assembly,

24. reviews the report of the audit company and submits written
opinion thereon to the Shareholders Assembly,

25. provides written opinion on the annual report of the Internal
Audit Division fo the Shareholders Assembly of SB,

26. approves SB Code of ethics and
27. approves the Rules and Procedures for the operations of the
Audit Committee.

None of the members of the Supervisory Board reported any conflict
of interest.

1.2. Audit Committee

SB Audit Committee consists of five members, where majority are
members of the Supervisory Board. The members of the Audit
Committee are:

1. Zorica Bozinovska Lazarevska,
Anfonio Veljanov,

Dimitrios Fraggelis,
Anastasios Lizos and

Viadimir Kandikjan.

The Shareholders Assembly on its 24 meeting held on 30/07/2010
appointed Mr. Dimitrios Fraggetis - member of SB Supervisory
Board as a member of the Audit Committee, thus the mandate of
Mr. Konstanfinos Bratos as member of SB Audit Committee was
terminated.

The responsibilities of the Audit Commitiee are the following:

b 0N

1. toreview the financial statements of SB and make sure that the
disclosed financial information on SB operations is accurate
and fransparent as specified by the accounting regulations
and international accounting standards,

2. to review and make assessment of the intemal control
systems,

3. 1o monitor the operations and assess the efficiency of the
Internal Audit Division,

4. o monitor SB audit process and assess the work of the audit
company,

5. to adopt SB accounting policies,



. fo monitor the compliance of SB operations with the regulations

reloled to the accounting standards and the financicl
shatements,

to hold meetings with the Board of Directors, the Internal
Audit Division and the audit company as o the identified non-
compliances with the regulations and weaknesses in the bank’s

operations,

8. reviews the reports of the Risk Management Commitiee,

9. fo propose an oudit company and

10.

fo report to SB Supervisory Board on its operations at least
once quarterly.

1.3. Board of Directors

In accordance with the Statute of SB the Board of Directors of SB consists
of five members (Chairman of Board of Direciors and four deputies)
namely, Chief Executive Officer/Chairman of the Board of Directors,
Chief Corporate Officer, Chief Retail Officer, Chief Risk Officer and
Chief Financial and Operations Officer. As of December 31, 2010 the
members of the Board of Directors are:

1.

2.

3.

4.

Gligor Bishev, Chief Executive Officer and Chairman of the
Board of Directors;

Konstantina Punagio’ro[.pobu, Chief  Retail Officer and
member of the Board of Directors;

Toni Stojanovski, Chief Risk Officer and member of the Board
of Directors {as of July 06, 2010);

Diomidis Nikoletopolous, Chief Financial and Operations
Officer and member of the Board of Directors (as of July 30,
2010) and

. Theodoulos Skordis, Chief Corporate Officer and member of

the Board of Directors (as of December 20, 2010).

The responsibilities of the Board of Directors are the following:

1.
2.
3.

to manage SB,
to represent SB,

to enforce the decisions of the Shareholders Assembly and
the Supervisory Board of SB, i.e. moke sure that they are
implemented,

to take initiatives and give proposals for promoting SB
operations,
to appoint and dismiss the persons with special rights and

responsibilifies pursuant to the provisions under the Banking
Law and this Statute,



6. o prepare SB business policy and development plan,

7. to prepare SB financial plan / Budget;

8. o compile a list of net debtors,

9. 1o prepare SB information security policy,

10. to prepare an annual report on the SB operations and submit

it o the Supervisory Board,

11. to prepare a Code of Ethic of the bank, and

12. to perform other activities, in accordance with Law, this Statute
and SB’s encciments.

1.4. Risk Management Committee

As of December 31, 2010 the Risk Management Commitiee of SB
consists of 9 members. The Members of the RMC are;

1. Gligor Bishev - CEO and Chairman of the Board of Directors
of SB, Chairman;

2. Toni Stojanovski - Chief Risk Officer of SB and member of the
Board of Directors of SB, member;

3. Diomidis Nikoletopoulos - Chief Finance and Operations
Officer and member of the Board of Directors, member;

4. Konstantina Panagiotopoulou - Chief Retail Officer and
member of the Board of Directors, member;

5. Theodulos Skordis - Chief Corporate Officer of SB and
member of the Board of Direciors

6. Vlado Treneski - Manager of Large Companies Division;
7. Mirjona Trojanovska - Manager of Treasury Division;

8. Mirko Avramovski - Manager of Collection Division;

9. Manager of Risk Management Division.

As sfipulated by the Statute of Stopanska banka AD - Skopie, the
members of the Risk Management Commitiee a persons designated
on the following positions: Chief Executive Officer, Chief Risk Officer,
Chief Finance and Operations Officer, Chief Reail Officer Manager of
Large Companies Division, Manager of Treasury Division, Manager of
Collection Division and Manager of Risk Management Division.

The responsibilities of the RMC are the following:

1. permanently monitors and assesses the risk level of SB, and
identify the accepiable level of exposure to risks in order to
minimize the losses as a result of the SB risk exposure,

2. establishes risk management policies and monitors their
implementation,



3. follows the regulations of the Central Bank periaining to the
risk management and SB compliance with such regulations,

4. assess SB risk management systems,

5. determines short- and long-term strategies for managing
certain types of risks SB is exposed fo,

6. analyzes the reports on SB risk exposure developed by SB
risk assessment units and proposes risk hedging strategies,
measures and instruments,

7. monitors the efficiency of the intemal conirol systems in the
risk management,

analyzes the risk management effects on SB performances,

9. andlyzes the effects of the proposed risk management
strategies, as well as the proposed risk hedging sirategies,
measures and instruments,

10. informs, at least once a month, the SB Supervisory Board,
and at least once every three months, the SB Audit Committee
on the changes in SB risk positions, the changes in the risk
management strategies, rlf:s risk management effects on
SB performances as well as the underioken measures and

instruments for hedging risks and the effecis thereof, and

11. reviews the transactions with the persons related to SB on a
quarterly basis, and submits report to the Supervisory Board
by 15th day in the month following the reporfing period.

1.5. Other SB Bodies:

Other SB bodies are the SB Credit Committees as follows:

1. Execufive Corporate Credit Committee (ECCC): consists of 5

members, decides on credit exposure fowards single subject

(legal entity or individual) for financing in the amount from EUR

' 3.000.001 up to EUR 10.000.000. All financing that exceed

10% of SB own funds shall be approved by SB Supervisory

Board. ECCC also approves restructuring of claims, and

ulating of claims in accordance with the applicable credit

precﬂicies and performs other activities defermined with the
decision of the Supervisory boord;

2. Credit Committee (CC): consists of 4 members, decides on
credit exposure toward single subject {legal entity or individual)
in the amount from EUR 500.001 up o EUR 3.000.000.
CC dlso approves restructuring of claims and regulating of
claims in accordance with the applicable credit policies and

performs other activities determined with the decision of the
Supervisory board;

@




3. Commercial Clients Credit Commitiee {CCCC): consists of 4
members, decides on credit exposure toward single subject
- legal entity from EUR 100.001 up fo EUR 500.000 and
toward single subject - individual from EUR 100.001 up fo
EUR 500.000. CCCC also approves restructuring of claims
and regulafing of dlaims in accordance with applicable credit
policies and performs other activities determined with decision
of the Supervisory board;

4. Small Banking Business Credit Committee (SBBCC): consist
of 3 members, on decides on credit exposure toward single
subject - legal entity in amount up to EUR 100.000. SBBCC
also approves restructuring of claims and regulating of claims
in accordance with applicable credit policies and performs
other aclivities defermined with decision of the Supervisory
board;

5. Retail Credit Committee (RCC): consists of 5 members,
decides on credit exposure toward single subject - individual
in the amount up o EUR 100,000. RCC dlso approves
restructuring of claims and regulating of claims in accordance
with applicable credit policies and performs other activities
determined with decision of the Supervisory board;

2. Organizational Structure
As of December 31, 2010, the Bank is organized in 20 divisions as

follows: Infernal Audit Division, Treasury Division, Human Resources
Division, Large Clients Division, Commercial Clients Division,
Underwriting Division, Product Management Division, Sales and
Branch Network Division, Risk Management Division, Collections
Division, Retail Credit Risk Division, Legal Division, Information
Technology Division, Accounting Division, Budgeting and Financial
Reporting Division, Payment Operations Division, Loan Administration
Division, Adminisirative Support Division, Property Division and
Business Processes and Organization Division and independent units
directly accountable to the Board of Directors perform the Compliance
and Information Security functions.

Stopanska Banka branch neiwork is organized in 66 units {branches
and sub-branches) in total. SB has no subsidiaries.




3. Shareholders Structure

As of December 31, 2010 the initial capital {basic capital) consists
of 17,460,180 common shares in the nominal value of MKD 201.1
per share and 227,444 priority shares in the nominal value of MKD
400.00 per share, distributed as follows: National Bank of Greece
S.A. - Athens with 94,6%, and 5.4 % of the total number of shares
belong to other shareholders. One common share bears the right
to one vote in the Shareholders Assembly of SB and priority shares
do not bear the right fo vote in the Shareholders Assembly.

On August 17, 2010 the international banking institutions:
International Finance Corporation {IFC) and European Bank for
Reconsiruction and Development (EBRD) that together with National
Bank of Greece (NBG), have entered as sirategic shareholders in
Stopanska Banka AD - Skopje in 2000, in accordance with their
mutual agreement sold their shares to the majority shareholder

NBG.

The block transaction was organized and executed in compliance
with the rules for block transaction of the Stock Exchange, refers to
about 21% of the Bank shares, where the purchase price per share
was agreed fo be approximately MKD 574 (nominal value per
share 201,1). The total block of shares was purchased for amount
of around EUR 35M.

By this transaction, the National Bank of Greece has become the
holder of 94,6% of the shares in Stopanska Banka and additionally
confirmed its long-term interest for presence in the market.

The major shareholder of SB - National Bank of Greece is
represented by the tofal of 6 members in the Supervisory body,
thus other board members (two) independent members constitute
the SB Supervisory Board.

In 2010, in accordance with the Decision on allocation of profit for
2009, Shareholders assembly passed a Decision on the manner
of calculating and disbursing dividend under the preferred shares
of Stopanska Banka AD - Skopije for the year 2009. As per the
said dividend Decision SB disbursed dividend under the preferred
shares for the year 2009 in total amount of MKD 9.325.204,00 or
gross amount of MKD 41,00 per share.




4. Corporate Governance Code

The Corporate Governance Code was prepared in accordance with
the NBRM Decision on best principles of Corporate Governance in @
Bank and intemnational practices. The Shareholders Assembly adopted
the Code on the 20th meeting held on December 23, 2008 and in
accordance with the said NBRM Decision reviewed the same on the
Annual Shareholders Assembly held in April 23, 2010.

5. Conllict of Interest Policy

The policy for conflict resolution is determined in accordance with
the Law on banks and SB Statute and stipulates the following:

The persons with special rights and responsibilities shall make
a wrilten statement on the existence, if any, of a conlflict of their
personal interest with the interest of SB, regularly every six
months.

Personal interest of the persons under paragraph 1 of this Article
shall also include interests of the connected persons connected
thereto, as defined by the Banking Law.

Conllict between the personal and the bank’s interest shall exist
when financial, or any other type of business or family interests
of the persons under paragraphs 1 and 2 of this Article are
concerned by the adoption of decisions, concluding agreements
or performing other business activities.

Realization of financicl, business and family interest shall imply
generation of monekary or other type of benefit, directly or indirecily,
by the persons under paragraphs 1 and 2 of this Article.

The persons under paragraph 1 of this Article shall not attend the
discussion and adoption of decisions, conclude agreements, or
perform other business activities if their objectivity is questionable
due to the existence of a conflict between their personal inferest
and the interest of SB.

Statement on existence of a conflict of interests shall also be
given before the meeting for discussing and adopting decisions,
concluding agreements, or performing other business activity.

The written statement under paragraphs 1 and 6 of this Article
shall be submitted to SB Supervisory Board and Board of
Directors, indicating the reason underlying the conflict between
the personal with SB interest.



If the person under paragraph 1 of this Arficle conceals the existence
of a conflict of interests, the National Bank and any other person who
has a legal interest may require annulment of the legal matter to the
competent court in accordance with the law.

6. Remuneration Policy

All Supervisory Board members are entitled to reimbursement
for their participation at the Supervisory Board meetings in
accordance with the Shareholders Assembly Decision on
reimbursement for participation (A.D. No. 21/03.05.2001),
i.e. EUR 200 per month. In accordance with the NBG Board
of Directors Decision, passed on the meeting held on 28.9.06,
all officers of NBG SA Athens, who participate in the BOD's
of Banks or Companies of NBG’s Group, in this case Greece
based members of the Supervisory Board of SB, did not receive
any remuneration for their participation as Supervisory Board
members of SB.

The manner of remuneration of the members of the Board of
Directors, persons with special rights and responsibilities is
determined with the Remuneration Policy.

In 2010 a total of gross MKD 257.246 thousand was paid to
the members of the Board of Directors and to the persons with
special rights and responsibilities as remuneration package
(salary MKD 247.735thousand and annual bonus MKD 9.511
thousand), where the basic criteria for rewarding annual bonuses
was general achievements and contribution fo the results in 2010
and overall SB operations.

During 2010 to persons with special rights and responsibilities
exposure of 558,185 thousand MKD was approved.



Correspondent Banking

During the long years in operation SB has been supporting a widespread
network of correspondent banks, securing this way its reputation and
recognition within the infernational banking community ot all imes. With
ifs present network of 869 foreign correspondent banks and 33 Nosiro
accounts with 28 first class foreign banks as well as 52 Loro accounts of
10 banks, SB provides quick, e?ﬁcienr, high quality and less expensive
services fo its clients in the infernational banking operations.

COMMONWEALTH BANK OF AUSTRALIA, SYDNEY ...
NATIONAL AUSTRAILIA BANK LTD, MELBOURNE ...
UNICREDIT BANK AUSTRIA AG, VIENNA ...

BAWAG PSK Bank fir Arbeit und Wirtschaft und - sterreichische
Postsparkasse Aktiengesellschaft - [BAWAG PSK), VIENNA ...

ING BELGIUM NV/SA , BRUSSELS ...

UNITED BULGARIAN BANK, SOFIA ...

THE BANK OF MONTREAL, MONTREAL ...

CANADIAN IMPERIAL BANK OF COMMERCE, TORONTO ...
DANSKE BANK A/S, COPENHAGEN ...

BNP PARIBAS S.A., PARIS...

DEUTSCHE BANK AG, FRANKFURT/MAIN ...
COMMERZBANK AG, FRANKFURT/MAIN ...

LHB INTERNATIONALE HANDELSBANK AG, FRANKFURT/MAIN ...
BAYERISCHE HYPO-UND VEREINSBANK AG, MUENCHEN ...
NATIONAL BANK OF GREECE S.A., ATHENS ...

INTESA SANPAOLO S.P.A, MILANO ...

BANCA NAZIONALE DEL LAVORO S.P.A., ROMA ...

THE BANK OF TOKYO-MITSUBISHI UFJ LTD., TOKYO ...

ABN AMRO BANK N.V., AMSTERDAM ...

DNB NOR BANK ASA, OSLO ...

SVENSKA HANDELSBANKEN AB, STOCKHOLM ...

UBS AG, ZURICH ...

CREDIT SUISSE, ZURICH ...

BARCLAYS BANK PLC, LONDON ...

CITIBANK NA, NEW YORK ...

JP MORGAN CHASE BANK NATIONAL ASSOCIATION , NEW YORK ...
DEUTSCHE BANK TRUST COMPANY AMERICAS, NEW YORK.
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BRANCHES OF STOPANSKA BANKA AD - SKOPJE

Skopije

11 Oktomvri 7, 1000 Skopje
Tel. 02/3295-335

Fax 02/3295-154

Berovo

Marshal Tito bb, 2330 Berovo
Tel.033/471-159

Fax 033/471-240

Bitola

Marshal Tito bb, 7000 Bitola
Tel.047/222-247

Fax 047/203-336

Veles

Marshal Tito bb, 1400 - Veles
Tel. 043/235-199

Fax 043/234-052

Vinica

Marshal Tito 6, 2310 - Vinica
Tel. 033/363-133

Fax 033/361-388

Gevgelija

Plostad Sloboda bb, 1480 -
Gevgelija
Tel.034/210-015

Fax 034/211-863

Gostivar

llindenska 23, 1230 - Gostivar
Tel. 042/215-404

Fax 042/213-172

Debar

Velko Vidhovic 146, 1250 - Debar
Tel. 046/831-148

Fax 046/831-005

Delchevo

Orce Nikolov bb, 2320 - Delchevo
Tel. 033/411-454

Fax 033/413-199

Kavadarci

llindenska1, 1430 - Kavadarci
Tel. 043/410-065

Fax 043/412-108

Kichevo

Bul Osloboduvanie 9, 6250 - Kichevo
Tel. 045/221-347

Fax 045/221-489

Kochani

Marshal Tito 44, 2300 - Kochani
Tel. 033/ 272-602

Fax 033/ 274-072

Krushevo

llindenska bb, 7520 - Krushevo
Tel. 048/477-130

Fax 048/477-901

Kumanovo

Partizanska 2, 1300 Kumanovo
Tel. 031/437-582

Fax 031/437-581



Negotino

Jane Sandanski 2,
1440 - Negotino
Tel. 043/361-036
Fax 043/ 361-766

Ohrid

Kuzman Josifovski Pitu bb,
6000 Ohrid

Tel. 046/260-277

Fax 046/260-299

Prilep

Borka Taleski 5, 7500 Prilep
Tel. 048/420-856

Fax 048/420-857

Probishtip
Jakim Spirov 3,
2210 - Probishfip
Tel. 032/483-129
Fax 032/484-228

Radovish

22 Oktomvri bb,
2420 - Radovish
Tel. 032/635-512
Fax 032/ 635-283

Resen

Marshal Tito bb, 7310 - Resen
Tel. 047/451-147

Fax 047/452-063

Sveti Nikole
Marshal Tito bb, 2220 - Sv. Nikole
Tel. 032/443-944
Fax 032/443-477

Struga

Marshal Tito 54, 6330 - Siruga
Tel. 046/781-801

Fax 046/781-365

Strumica

Leninova 19,2400 - Strumica
Tel. 034/348-403

Fax 034/348-390

Tetovo

Marshal Tito 32, 1200 Tetovo
Tel. 044/332-664

Fox 044/331-646

Shtip

Josif Kovachev 8, 2000 - Shtip
Tel. 032/393-266

Fax 032/391-034



INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS

OF STOPANSKA BANKA AD, SKOPJE

We have audited the accompanying financial statements (page 3 to 80) of Stopanska Banka
AD, Skopie (hereinafter referred to as the “Bank”), which comprise the statement of financial
posilion as at 31 December 2010 and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and o summary of
significant accounting policies and other explanatory nofes.

Management's responsibility for the financial statements

Mancgement is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implemenfing 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 accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditors’ responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant fo the entity’s preparation and fair presentation of the financial skatements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s infemal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounfing estimates made by management, as well as evaluating the 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 financial statements present fairly, in all material respecis the inancial position
of Stopanska Banka AD, Skopije as of December 31, 2010, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Deloitte DOO
Skopije, Macedonia
February 28, 2011




STATEMENT OF COMPREHENSIVE INCOME

Year ended December 31, 2010 (In thousands of Denars)

Notes 2010 2009

Interest income 4,756,471 4,908,388
Inferest expense (2,387,026) (2,285,040}
Net interest income 6 2,369,445 2,623,348
Fee and commission income 987,563 921,509
Fee and commission expense (80,851) (69,225)
Net fee and commission income 7 906,712 852,284
Trading income/(expense), net 8 (19,148) 28,322
Foreign exchange gains, net 9 157,772 161,875
Other operating income 10 116,812 98,017
Impairment losses 1 (649,356) (1,039,224)
Personnel expenses 12 (749,784) (739,670)
Depreciation and amortization 13 (191,092) (187,540)
Other operating expenses 14 (1,061,366) (1,062,947)
Profit before tax 879,995 734,465
Income tax expense 15 (3,747) (7,106)
Profit for the year 876,248 727,359
Other comprehensive income
Net value {loss)/gain on available-for-sale financial assets 32 (10,227) (21,192)
Other comprehensive income for the year, net of tox {(10,227) (21,192)
Total comprehensive income for the year 866,021 706,167
Profit attributable to:

Owners of the Bank 876,248 727,359
Total comprehensive income attributable to:

Owners of the Bank 866,021 706,167
Earnings per share 33

Basic (in Denars) 50.19 41.66

Diluted (in Denars) 50.19 41.66

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

The financial statements have been approved by the management of the Bank on January 28, 2011 and by the
Bank’s Supervisory Board on February 24, 2011.

Signed on behalf of Stopanska Banka AD, Skopje:

Mr. Gligor Bishev Diomidis Nikolefopoulos
First General Manager Chief Finance and Operations Officer

e




STATEMENT OF FINANCIAL POSITION
At December 31, 2010 {In thousands of Denars)

Notes 2010 2009
ASSETS
Cash and cash equivalents 16 20,329,498 18,003,692
Held-for-trading financial assets 17 120,862 199,274
Available-for-sale financial assets 18 349,751 440,798
Held-to-maturity financial assets 19 2,620,766 3,028,979
Placement with, and loans to banks 20 120,349 146,775
Loans fo customers 21 42,446,073 41,736,845
Other receivables 22 984,089 845,032
Income tax receivable 4,801 10,283
Investment property 23 62,947 65,871
Intangible assets, net 24 179,427 171,305
Property and equipment, net 25 1,023,912 1,100,987
Deferred tax assets 15 15,504 9,684
Total assets 68,257,979 65,759,525
LIABILITIES AND EQUITY
LIABILITIES
Deposits from banks 26 2,320,213 2,695,175
Held-for-trading financial liabilities - 1,196
Deposits from customers 27 53,507,168 51,798,454
Loans payable 28 478,419 267,327
Subordinated debt 29 2,779,339 2,763,333
Other liabilities 30 502,989 436,101
Provisions 31 161,765 155,873
Total liabilities 59,749,893 58,117,459
EQUITY
Share capital 32 3,511,242 3,511,242
Reserves 32 710,320 617,021
Retained earnings 4,286,524 3,513,803
Total equity 8,508,086 7,642,066
Total liabilities and equity 68,257,979 65,759,525
Commitments and contingencies 35 13,356,935 9,899,233

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




STATEMENT OF CHANGES IN EQUITY
Year ended December 31, 2010 (In thousands of Denars)

Balance, January 1, 2008
Transfer to stalutory reserve

Other comprehensive income
for the year, net of fax

Profit for the yeor

Balance, December 31, 2008

Balance, January 1, 2009
Transfer to statutory reserve

Other comprehensive income
for the year, net of fox

Profit for the year
Balance, December 31, 2009

Share Revalu-
capital  ation
reserve

3,511,242 30,767

(21,192)

3,511,242 9,575
3,511,242 9,575

(10,227)

3,511,242 (652)

Statu-

tory
reserve

406,200
200,163

606,363

606,363
103,526

709,889

Special
fund

1,083

1,083
1,083

1,083

Retained
earnings

2,986,607
(200,163)

727 359

3,513,803

3,513,803
(103,526)

876,247
4,286,524

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

Total

6,935,899

{21,192}
727,359
7,642,066
7,642,066

{10,227)
876,247
8,508,086




STATEMENT OF CASH FLOWS
Year ended December 31, 2010 ({In thousands of Denars)

2010 2009
Profit before taxation 876,248 734,465
Adjustments for:
Depreciation of property and equipment 137,169 133,018
Depreciation of investment properly 362 2,633
Amortization of intangible assets 53,561 51,899
Gain on sale of property and equipment, net {13,053} {9,490}
Gain on sale of foreclosure assets, net (8,427) (13,453}
Inferest income {4,756,471) (4,908,388}
Inferest expense 2,387,026 2,285,040
Net trading (income)/expense 19,148 (28,322}
Deferred tax (benefit}/expense (5,820) {8,054}
Impairment losses on financial assets, net 587,199 959,391
Impairment losses on non-financial assets 62,157 79,833
Provision for employee benefits, net (8,949) 22,490
Provision for litigation 7,793 12,240
Write off of liabilities for bonuses (8,840) (7,311}
Inferest receipts 4,778,652 4,865,238
Interest paid (2,391,548) (2,255,399}
Operating ?raﬁl' before changes in operdating assets 1716,207 1.915,830
and liabilities:
Held-for-trading financial assets 78,412 (81,505}
Due from banks 26,426 317,533
Loans fo customers (1,264,063} (1,006,274}
Mandatory reserves according NBRM regulations 45,790 (158,677}
Other receivables (220,076) 27,764
Net deferred tax assets and liabilities {5,820) (9,684}
Increase/(decrease) of operating liabilities:
Held-for-trading financial liabilifies (1,196) 1,196
Deposits from banks (374,962) 1,873,543
Deposits from customers 1,708,714 3,827,474
Other liabilities 66,888 47,621
Net eus_h flows generated from/(used in) operating activities 1776.320 6.659 579
I ﬁ I hx r ’ , r
Income tax paid [4,085) {74,497}
Net cash flows generated from/{used in) operating activities 1,772,235 6,585,082




STATEMENT OF CASH FLOWS (Continued)
Year ended December 31, 2010 (In thousands of Denars)

2010 2009
Cash flows from investing activities:
Acquisition of property and equipment (78,147) (149,693)
Acquisifion of intangible assets (46,643) (36,806)
Acquisifion of invesiment property (1,362) -
Net proceeds from investments 479,412 399,690
Proceeds from sale of property and equipment 25,811 43,158
Proceeds from sale of investment property 819 697
Dividend received 2,624 8,749
Net cash flows from investing activities 382,514 265,795
Cash flows from financing activities:
Net (decrease}/increase of loans {including subordinated debt) 227,098 (38,661)
Dividends paid 10,251 (7,096)
Net cash flows (used in)/ generated from financing activities 216,847 (45,757)
Net increase/(decrease} of cash and cash equivalents 2,371,596 6,805,120
Cash and cash equivalents, beginning of the year 15,142,604 8,337,484
Cash and cash equivalents at the end of the year 17,514,200 15,142,604

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