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OBPbLLWEHUWE KbM AKUWWOHEPUTE N
BU3HEC NAPTHbOPUTE

YB8axxkaemu gamu u 2ocnoga,

PagocmeH coM ga cnogeaa npeg Bac peayamamume om getiHocmma Ha O6ujuH-
cKka 6aHKa AA npes 2007 2oguHa u ga npegcmaBa ocHoBHUMe HacoKu B 6bvgewo-
mo Hu pasBumue.

Mpe3 2007 ObwuHcka 6aHKa AA pabomu ycnewHo B CUAHO KOHKYpeHmHama
cpega, yBeauuaBailiku nasapHuA cu gaa no obwa cyma Ha akmuBume. B Kpana Ha
2oguHama 6anaHcoBomo yucAao npemuHa 1 MAPg.AB. npu cmabuAHa geno3umHa
6asa ¢ Bucok pvcm, HagBuwaBauw, cpegHuAa 3a H6aHKoBama cucmema 8 cmpa-
Hama. TpaguyuoHeH Augep cMe BbB uHaHcoBomo obcAysKBaHe Ha obwuHUmMe
U cmpykmypume om nybAUYHUA CeKmop, Kbgemo B8 npuBaeveHume cpegcmBa
nasapHuAm gaa Ha BaHkama HagxBbpau 40%. ObuuHcKka 6aHKa AA ombeansBa
mpalHo yBeAuvyeHue Ha nasapHuA gaA B ceameHma u Ha ,,ApebHo 6aHKupaHe®“.
PeaausupaHama nevanba caeg gaHbyHO obrazaHe npe3 2007 ombeaasa pbem
om 275% cnpamo 2006 soguHa kKamo gocmuza 13,623 xuA.AB. HapacmBaHemo
Ha 2o0guwHUMe npuxogu om Aux8u u gpyau npuxogu € 51% go 38,232 xuA.A8B., a
HemHama neyvanba om AuxBu e B8 pasmep Ha 21,738 xuA.AB. (20guwHO noBuwe-
Hue ¢ 40%, BbnpeKku cBumuaA AuxBeH map:K). Npe3 coguHama baHkama noggup-
*Kawe onmumMasHa cmpykmypa Ha 6aaaHca npu MHO20 gobpo KauecmBo Ha ak-
muBume u AukBugHOCM, KOAMO 2apaHmupawa HageskgHocm B8 obcayKBaHemo
Ha KaueHmume. EcdbekmuBHocmma u uHaHcoBume nokazameAu 3HaYUMEAHO
ce noBuwuxa — cpegHama Bb3Bpbwaemocm Ha Kanumaaa € Hag 28%, a Ha ak-
muBume 1.64%.

YcmotiuuBomo pasBumue Ha 6aHkama u gobpume guHaHcoBU pe3yamamu 6axa
nomBbpgeHu om MmerkgyHapogHama pelimuHao8a azeHyuA Standard & Poor’'s — KoH-
mpa2eHmHUAM KpegumeH pelimuHe KoM Kpaa Ha 2007 2. e ,BB—“. CmabuaHama
nosuyuAa u goBepuemo cpeg YyxKgecmpaHHUME NapmHLOPU CE MamepuaAusupa
8 obAauzayuoHHama emucua om 10 MAH. eBpo nog hopMama Ha NOGUUHEH CPOoYeEH
gbA2 C MEHUgFKLP U noemamen Ha gba2a Aolue GaHk AT, Qparkdypm Ha MaiH.
KanumanoBama 6a3sa Ha 6aHKama ce yBeAauuu nocpegcmBomM mo3u huHaHCoB UH-
CMpPYMEHM, C KOEMO 3HAYUMEAHO Ce paswupuxa uHBecmuyuoHHUME U Bb3MOHK-
Hocmu. CpoyeH Kpegum ¢ obuioueneBo npegHasHaueHue B8 pasmep Ha 26.5 MAH.
eBpo 6e nognucaH ¢ PaldatseH LileHmpanbaHKk, ABcmpua Kamo opz2aHusamop u
azeHm B cuHgukam om obw,0 ocem GaHKu.

O6uwuHcKka 6aHKa AA we NPogbAKU pa3Bumuemo cu Kamo YyHuBepcaaHa mbp20o8-
cKa 6aHKa, koAamo uma 602am onum U mpaguuuu 8 o6baacmma Ha 06w UHCKUMe
¢puHaHcu. CpegHocpoyHama cmpameaua BKAaouBa gonvaBaHe Ha npogykmoBama
2ama, cbobpaseHa ¢ uHguBugyanHume nompebHocmu BbB Becerku GusHec ceameHm.
Mo3umuBHumMe meHgeHuuu B8 GbA2apckama UKOHOMUKa cmumMyAupam pasBumue-
mo Ha 6aHKkoBuA cekmop. ObwuHCKa 6aHKa oueHABa me3u Bb3MOKHOCMU U NAa-
Hupa onmumMaAnHo pa3wupAaBaHe Ha KAoHOBama cu Mpera, Kamo oyakBaHuAama Hu
ca pbcma Ha npuBaeyeHume cpegcmBa ga ocmaHe BucoK. B obaacmma Ha Kpe-
gumupaHemo 6aHkama caegBa nocaegoBamenHa ymepeHa NOAUMUKa, CMPUKMHO
cbobpaseHa ¢ Hag3opHUMe peayaauyuu.

Nckam ga 6aazogapa Ha BCuYKU HaWU KAUEHMU 3a geAnoBomo cbmpygHudecmso!
PbroBogcmBomo Ha 6aHKama u3kasBa cBoama npusHameAHocm KbM pabomama
Ha UeAuA ekun om KoAeau, C KOUMO nocmuaHaxmMme ycnewHume pesyamamul

Aumumbp KoneB M%//

Mpegcegamen Ha Hag3opHuA cbBem



STATEMENT TO THE SHAREHOLDERS AND
BUSINESS PARTNERS

Ladies and Gentlemen,

| am happy to share before you the results from the activity of Municipal Bank PLC
in 2007 and to present the main direction of our future development.

Municipal Bank PLC has successfully operated in 2007 in a highly competitive
environment, increasing its market share by total assets. The balance sheet value
at the year-end exceeded BGN 1 billion at a stable deposit base and high growth
surpassing the banking system average. We are a traditional leader in the financial
services to municipalities and the public sector structures, where the market share
of the Bank in the attracted funding grew to more than 40%. Municipal Bank PLC
has also been increasing its market share in Retail Banking.

The profit after tax grew by 275% in 2007 against 2006 reaching BGN 13,623
thousand. The interest and similar income has increased by 51% to BGN 38,232
thousand, and the net interest income amounted to BGN 21,738 thousand (annual
increase by 40%, despite the shrunk interest margin). The Bank has maintained
optimal balance sheet structure during the year at a very good asset quality and
liquidity ensuring reliable services to our customers. The efficiency and financial
indicators have considerably increased — the average return on equity is over 28%,
and the return on assets is 1.64%.

The Bank’s sustainable development and the good financial results have been
confirmed by the international rating agency Standard & Poor’s. Our counterparty
credit rating was “BB-" as at the year-end 2007. The stable position and the trust
among foreign partners has materialized in the EUR 10 million bond issue in the form
of subordinated term debt, with Deutsche Bank AG, Frankfurt am Main, as Manager.
The Bank’s capital base has thus increased expanding its investment possibilities.
A general purpose EUR 26.5 million Syndicated Term Loan Facility Agreement with
a tenor of two years has been signed with RZB Austria, as arranger and agent in a
consortium of eight banks.

Municipal Bank PLC will continue its development as a universal commercial bank
with rich experience and traditions in municipal finance. The medium term strategy
includes supplementing the product range in compliance with the individual needs
in each business segment. The positive trends in the Bulgarian economy stimulate
the development of the banking sector. Municipal Bank PLC acknowledges these
possibilities and plans optimal expansion of its branch network, with expectations
of continuing high growth in the attracted funding. The Bank follows a consistent
moderate policy, strictly complying with the supervisory regulations.

| would like to thank all our customers for the business cooperation! The Bank’s
management expresses its gratitude to the work of the entire team of colleagues
with which we have achieved the successful results!

Chairman of the Supervisory Board




KPATbK NPErFAEA HA MAKPO-
MKOHOMWYECKWTE YCAOBUA B
BbATAPUA

NKkoHomuueckomo pasBumue Ha Bvacapua npe3d 2007 20guHa NPOgLAXKU C OM-
HocumeAHo Bucoku memnoBe. NMocmuaHamuAm 20guWweH peaAreH memn Ha usme-
HeHue Ha 6pymHuA BbmpeweH npogykm (BBIT) 3a nbpBomo u Bmopomo mpume-
ceuue Ha soguHama HagBuwuxa gaHHUmMe om npegxogHama 20guHa, gokamo 3a
mpemomo mpumecevue ce ombeansBa usBecmHo 3abaBaHe go 4.9% Ha 2oguwHa
6a3a. CekmopHama pa3buBra Ha bpymHama gobaBeHa cmoliHocm noKkasa OCHOB-
HUME MEeHgeHUUU — CEKMOopUMe UHgYcmpuAa u ycAayau pacmam ¢ memnoBe Hag
10%. YBeAuuu ce pasmepa Ha ompuuameAHOmo BbHWHOMBP20BCKO cango, HO
Nnpu hakmopume, Koumo 20 hoparkgam NOAO*KUMEAHA OUEHKa MOXKe ga ce gage
Ha BucoKua pbcm Ha 6pymHomMo Kanumanoobpa3syBaHe 3a cmemka Ha 3abaBeHuA
memMn Ha pacmerk Ha YacmHomo nompebaeHue. MIHBecmuuuoHHama u nompe-
6umeackama akmuBHocm nogkpenam HapacmBaHemo Ha BBI1. HezamuBHume
MEeHgEeHUUU N0 OMHOWEHUE Ha geduyumHOMO Mbpa20BCKO Cango ce NPeogoAA-
Bam omuacmu, nopagu npegHasHauyeHuemo Ha BHoca 3a UHBecmuuyUOHHU CMOKU
u cypoBuHu, a cbwo U Kamo ce B3eme nog BHUMaHuUe cepuo3HOmMO noKauyBaHe
Npu ueHume Ha cypoBuHume. Npo2Ho3upa ce meKkywuAam geduyum Kamo gaa om
BBIMT noumu ga cnpe HapacmBaHemo cu npes 2008 2.

Q1 Q2 Q3 Q4

B 2004 —'2005 T'2006 = 2007 npens. N3moyHuk:HCU

MNMogxogAawama cpega 3a 6usHeca ce oueHABa om uyrkgecmpaHHuUme uHBecmu-
Mopu — mexHuUme npeku uHBecmuuuu 8 Bvazapua npe3 2007 2. ca 6,109 MAH.
eBpo. Tasu cyma noKkpuBa 98% om geduyuma no mekyw,ama cmemka.

MNMocmuaHamuAam UKOHOMUYECKU pacmexK pedaekmupa Bbpxy nasapa Ha mpyga.
PeaucmpupaHume 6e3pabomHu u npoueHmMbm Ha 6e3pabomuua cnagHaxa npe3
20guHama go Hal-HucKkume cu HuBa, kamo omuemeHuA B8 KpaA Ha nepuoga e
6.9%. HamaneHuemo e ¢ 2.2 npoueHmHuU nyHkma B8 cpaBHeHue ¢ npegxogHama
20guHa. BcaegemBue om peanHuAa pacmeXk u geucmBuama Ha npaBumeacmBomo
3a HamanABaHe Ha gena Ha HedhopmManHama UKOHOMUKa, cpegHama MeceuyHa pa-
H6omHa 3annama Generku 3Ha4uUMeAHO noBuweHue.



SHORT OVERVIEW OF THE MACRO-
ECONOMIC CONDITIONS IN BULGARIA

Bulgaria’s economic development in 2007 has continued at relatively high rates.
The real growth of the GDP for the first and second quarters have exceeded the
levels a year earlier, while a certain slowing down is noticed in the third quarter to
4.9% on an annual basis. The breakdown of the gross added value into economic
branches shows the main tendencies — the Industry and Services have grown at
rates exceeding 10%. The negative balance in the foreign trade has increased, but
given the factors that have caused it, a positive assessment can be given to the
high growth in the gross capital formation at the expense of the lowered growth
rate in private consumption. Investment and consumer activities have supported
the increase in the GDP. The negative trends with respect to the deficit in the trade
balance are partially overcome by the import of investment goods and raw materials
and also by taking into consideration the significant increase in the prices of raw
materials. The current deficit is expected to almost stop its increase in 2008 as a
share of the GDP.

Real Annual GDP Growth (%

7.3

7.1 7'3

6.9

2004 2005 " 2006 = 2007 preliminary Source:NSI

Foreign investors have appreciated the appropriate business environment — the FDI
in Bulgaria amounted to EUR 6,109 million in 2007. This amount covers 98% of the
deficit at the current account.

The economic growth achieved has reflected on the labour market. The number of
registered unemployed and the unemployment rate have dropped throughout the
year to their lowest levels at 6.9% at the end of the period. This marks a 2.2%
decrease against the previous accounting period. As a result of the real growth and
the central government’s actions to decrease the share of the grey economy the
average monthly wage has shown a considerable increase.

Inflation, measured through the consumer price index and harmonised consumer
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NHdbaauuama, usmepeHa upes uHgeKca Ha nompebumeAackume UEHU U XapMOHU3U-
paHUA UHgeKC Ha hompebumeAckume ueHu, gocmuzHa gByuudpeHu cmolHocmu Ha
2oguwHa 6asa. 3a mecey, gekemBpu me ca cbomBemHo 12.5% u 11.6% ¢ meHgeHuuA
KbM nocmeneHHo 3amuxBaHe. Cpeg epynume CmoKu ¢ Hal-2oAAama merxecm 8 noc-
KbnBaHemo ca xpaHume, 2opuBama u enekmpoeHepauama. OmHocumenHo Bucokama
UHAAUUA Ce gbAXKU Ha cmpynBaHemo Ha MHOXKecmBo hakmopu — NompebumMeAcKo-
MO MbpPCEHE NPU HapacHaAUMe goxogu Ha goMakuHcmBama, pekopgHUME UeHU Ha
eHepaulHume cypoBuHu Ha cBemoBHUME nal3apu, Aowama CEACKOCMONAHCKAa PEKOA-
ma, uHmezpauuama 8 nasapa Ha EBponelickua cbto3. MNMpu Bucokama cmeneH Ha Mbp-
2oBcKa cBoboga u omBopeHocm npouecbm Ha uspaBHABaHe Ha ueHoBomo paBHuwe
Y Hac KbM no-Bucokomo B8 ocmaHaaume goprkaBu om cbro3a e HeusberkeH. Apye cu-
AEH UH(hAAUUOHEH hakmop ca agMmuHucmpamuBHo ogobpeHume no-BucoKU UeHU Ha
enekmpoeHepauama u BogocHabgumeAHume ycayau. HapacmBaHemo Ha ueHume e
0C0BEHO 20AAMO NPU eAEKMPUYECMBOMO 3a NPOMUWAEHU HYKgU, KOEMO HENPAKO ce
ompasnaBa Ha nompebumeAckume ueHu. KoHKypeHuuAama u pa3Bumuemo Ha nasapa
cnegBa ga ogpaHu4am npeHoca Ha HapacHaAume npou3BogcmBeHu pa3xogu KoM Kpal-
HUME UEHU.

Cangomo no KoHcoAugupaHama uckaaHa npoepama 3a 2007 2. e 2,112 MAH.AB., Koe-
mo npegcmaBanaBa peropgeH GrogsremeH usauwbK om 3.8% om BBIM. KacoBuam u3aau-
WbK Nnpe3 meceyume om Bmopomo noAy2ogue gocmuaHa owe no-2oAemu pasmvepu. C
gelicmBuama cu npaBumeacmBomo npoBerkga aHMUUUKAUYHA Brogr-KemHa noAUmMuKa
Kamo akymyaupa U3AUWDBK, Kolmo o2paHuyaBa pbcma Ha BbmpewHomo nompebae-
Hue. Topcu ce MaKpPOUKOHOMUYECKU BanaHC upe3 NOAOHKUMEAHOMO BrogHKemMHO cango
ga ce KoMneHcupa pacmawuAa geduyum no mekywama cMemra Ha nAamerkHuA ba-
AaHC.

Mpuxogume u pa3xogume HapacmBam ¢ egHakbB memn om 20% B cpaBHeHue ¢ 2006
2. B cmpykmypama Ha npuxogume ce omrpoaBa no-20AAMOMO 20gUWHO U3MEHEHUE
Ha HegaHbYHUME NPUXOGU U NOMOULU CNPAMO gaHb4YHUME NpUXogu — CbomBemHo 28%
u 18%. NpuyuHa 3a moBa e npucveguHABaHemo Ha BvA2apua KoM EBponelickuA Ccotos,
Koemo goBege go nocmbnAeHUA Ha cpegcmBa 3a nognomMazaHe U3NbAHEHUEMO Ha
LLleH2eHCKOMO cnopa3ymeHue U 3a nogobpAaBaHe Ha GrogsemHUMe NapuyHU Nomouu,
CbaAacHo YA. 32 om Aoz2oBopa 3a npucbeguHABaHe.

PegyuupaHemo Ha ocuaypumenHume BHocKu npe3 2007 2. He goBege go HamaneHue
Ha abcoatomHama UM cyma 3a 2o0guHama, CbWw,0 makra HeoCcHOBameAHO ce OKa3a OYaK-
BaHomo 3a6aBaHe B8 pvcma Ha npuxogume om AAC caeg uaeHcmBomo 8 EC. B cmpyk-
mypama Ha gaHb4yHUme npuxogu npomeHume cnpamo 2006 2. ca 8 no-2zonemume om-
HOCuMeAHU ganoBe Ha hpuxogume om akyu3u U Ha npekume gaHbuu — KopnopamuBHu
U AUYHU. MpeusanbAHEHUEMO Ha KopnopamuBHUMe gaHbyu € eheKm om gaHbYHUME
MEepKU 3a HacbpuaBaHe Ha UKOHOMUYECKa akmuBHOCM, a NpU AUMHUME NOGOXOgHU ga-
HbUU ce npoAaBAaBa pbcma Ha oduyuanHama pabomHa 3anaama. KocBeHume gaHbuyu
ca Ccepuo3Ho noBauAaHU om noBuweHume akyu3Hu cmaBKku (C ueA XxapMOHU3UpaHe C
EC), omuyemeHama uHgAauua npes 2oguHama u HapacmBauwua obem Ha BHoca.

MuHucmepcmBomo Ha huHaHCUMe 3anasu NOAOXKUMEAHa HemHama emucuAa Ha ALK
(yBeauueHue ¢ 294 mAH.AB.) npes 2007 2. u caegBa meHgeHuuA 3a nAaBHo HapacmBaHe
Ha BbmpewHuA goprraBeH gbAe U HamaAneHue Ha BbHWHUA. BrogemHuAmM U3AUWBK
no3BoAu u3BvpwBaHemo Ha npegnAawaHe no BvbHWHUA gbA2, KOemo 3aegHo C pegoB-
HUMe nozaweHuA Npe3 nepuoga e Ha obwa cmoulHocm 1,464 MAH.AB. OmHoweHUeMo
Ha obwuA gopsKaBeH u gopaBHO 2apaHmMupaH gbAe KoM BBIM Kbm 31.12.2007 2. e
21.8% (3a cpaBHeHue KoM 31.12.2006 2. e 24.7%) u 0bcayKBaHemo My He HamoBapBa
6rogrrema. Tekywama BaaymHa cmpyrmypa Ha gbA2a He npegcmaBaaBa puck, npeg-
Bug 06B8bp3BaHemo Ha AeBa KoM eBpomo.

MapuyHumMe agpe2amu HapacmBam 6bp30 — Ha 20guwiHa 6a3a KbM gekemBpu M3 (wu-
POKU napu) ce yBenauyaBa ¢ 31%. PesepBHume napu ce nokauBam ¢ 35%, HO npu mAx
mo3u BUCOK NpoueHm ce gbAKU Ha peweHuemo Ha BHB 3a 3agbA*kKumeAHUMe MuHu-
MaAHU pe3epBu Ha 6baHKume. Ommam ugBa HamareHUemMo B cmolUHocmma Ha hapuyHUA
MyAmunAukamop. Bopxy ouakBaHomo no-6aBHo nokauBaHe Ha napuyHUME azpesamu
npe3 caegBawama 2oguHa we BAuAae npumoka Ha BbHWHU Kanumaau U Npo2HO3upaHo-
mo 3abaBAHe Ha pbcma B8 kpegumupaHemo. Aeno3umbm Ha npaBumeacmBomo 8 BHB
(m. Hap. uckaneH pesepB) gocmuzHa UCMOPUYECKU MakCUMym CAeg HampynaHomo
NOAOSKUMEAHO cango B Brogskema. Taka ¢ KoHCmpyKuuama Ha BaaymHua 6opg MO
BAuAe npako Ha AUKBugHocmma B 6aHKoBama cucmema U napuyHUme agpe2amu.



price index, has reached two-digit values on an annual base. These have been 12.5%
and 11.6%, respectively, for December but we expect it to gradually settle down. The
foodstuffs, fuels, and electricity have been among the groups of goods with the
highest weight in the rise. The relatively high inflation rate is due to the accumulation
of a lot of factors — consumer demand given the increased household revenues, the
record prices of energy sources on the world markets, the bad crops, the integration
within the EU market. Given the high degree of commercial freedom and openness,
the process of equalization of the price levels in Bulgaria with the higher levels in
the remaining member states is inevitable. Another strong pro-inflation factor are the
administratively approved higher prices of electricity and water supply services. The
influence of the electricity for industrial needs is especially high which will indirectly
reflect on consumer prices. Only the competition and the development of the market
can limit the transfer of the higher production costs to the enterprises.

The balance of the non-consolidated fiscal programme for 2007 is BGN 2,112
million, representing a record budget surplus at 3.8% of the GDP. The cash surplus
for the second half of the year has reached even higher magnitude. The central
government is acting to conduct an anti-cyclic budget policy —surplus is accumulated
in a period of economic upturn and the growth of internal consumption is limited.
A macroeconomic balance is sought whereby the positive budget balance would
compensate the rising deficit at the current account of the balance of payments.

Revenues and expenditures have risen at a uniform rate of 20% against 2006. A
higher annual change in the non-tax revenues and aid against the tax revenues
(28% and 18% respectively) can be noticed in the structure of revenues. This is due
to Bulgaria’s accession to the EU, which has led to inflows of amounts for supporting
the execution of the Schengen agreement and for improvement of the cash flows in
the budget in compliance with Article 32 of the Accession Agreement.

The reduction in the social security contributions in 2007 has not led to a decrease
in their absolute amount for the year and the expected slowing down in the growth
of VAT revenues following the EU membership has turned out to be groundless. The
changes in the structure of the tax revenues against 2006 have been in the higher
relative shares of the revenues from excise duties and direct taxes — corporate and
personal. The overexecution in the corporate income taxes has come as an effect of
the tax measures for encouraging economic activity and with regard to the personal
income taxes what surfaces is the growth of the official wage. Indirect taxes have
been significantly influenced by the higher excise duties (for harmonisation with
the EU), the inflation recorded throughout the year and the increasing volume of
imports.

The Ministry of Finance has maintained the positive net issuance of Government
Securities (increase by BGN 294 million) in 2007 with a trend of gradual increase in
the internal debt and decrease in the foreign debt. The budget surplus has allowed
for prepayment of foreign debt, which amounted to BGN 1,464 million including
the regular repayment for the period. The ratio between the total state and state
guaranteed debt to the forecasted GDP as at 31.12.2007 was 21.8% (against
24.7% as at 31.12.2006) and its servicing has not burdened the budget. The current
currency structure of the debt does not pose risk in view of the Bulgarian Lev being
pegged to the Euro.

The cash aggregates quickly increased — M3 (the broad money) has increased by
31% on an annual basis as at December. The reserves have increased by 35% but
this high percentage is due to BNB’s decision to increase the minimum statutory
reserves of banks. This is where the decrease in the value of the currency multiplier
comes from. The inflow of foreign capital and the forecast slowing down in the
lending growth will influence the expected slower growth in money aggregates the
following year. The Government’s deposit at the BNB (the so-called fiscal reserve)
has reached the historic maximum after the positive balance accrued in the budget.
Thus the Ministry of Finance directly influences the liquidity in the banking system
and the money aggregated by the construction of the currency board.




BbATAPCKUAT BAHKOB CEKTOP
NMPE3 2007 TOAVHA

Mpu 3agbaboyaBawama ce uHmeespauua 8 cBemoBHama UKOHOMUKa, na3apHama
cpega y Hac ompa3saBa B 2onAMa cmeneH guHamukama Ha MerKgyHapogHume na-
3apu. Bpv3kama mexkgy nasapume Hamepu AO2UYHO NPOgbAXKEHUE U B npoMeHU Ha
6aHKkoBama cobcmBeHocm. Bbazapckama 6aHKoBa cucmema KoM Meceu, gekemBpu
2007 2. BrkaouBa 29 mbp2oBcKu GaHKU, Kamo nem Om MAX ca KAOHOBE Ha YyK-
gecmpaHHuU 6aHKu. B kpaa Ha 2006 2. obwuam um 6pol 6e 32. KoHcoaugauusma
8 epynama Ha YHUKpegum npe3 anpuA cmaHa npaBeH cakm ¢ 8auBaHemo Ha HVB
Bank Biochim u Xebpoc BaHk 8 Byab6aHk. BNP Mapuba Bvazapusa npogbAsku cBoama
geliHOCM Kamo KAOH Ha uysgecmpaHHa 6aHka, a CmonaHcka U UHBecmuuyuoHHa
6aHKa cmaHa yacm om 6enzulickama KBC Group. Caeg npugobuBaHemo Ha KoH-
mpoa 8bpxy A3W BaHk om cmpaHa Ha Eurobank EFG, MoweHcka 6aHKka u A3W BaHk
ce obeguHuxa nog mapkama OpobaHk U Ed Arku Bbacapua. Moxkem ga ouarBawme,
4e Mo3u Npouec Ha cAuBaHUA MerKgy 6aHKu u HaBausaHe Ha HOBU YyrKgecmpaHHU
6aHKU Kamo aKUUOHEpPU Y HaC We NPOgbAXKU U Npe3 caegBawume 20guHU.

BaHkoBama cucmema y Hac peaausupa MHO20 BUcoK pbcm npes 2007 2. Obwuam
pasmep Ha akmuBume Ha mbpaoBckume 6aHKu ce yBeauuu ¢ 40% (npu 28% 3a 2006
2.) u gocmuzam 59,089 MAH.AB. MogobHo e HapacmBaHemo Ha neyanbama cnopeg
HeogumupaHume omyemu KoM BHB. PazaBumuemo Ha 6aHkoBua 6usHec ce uHaH-
cupa om HapacmBaHemo Ha npuBaeyeHume geno3umu, yBeauueHue Ha cobcmBe-
HUA Kanumaa u nogyuHeHume nacuBu.
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BaHroBomo KpegumupaHe e cpeg 0CHOBHUME CMUMYAU 3a UKOHOMUYeCcKama akmuB-
HOCcM U noKa4BaHemo Ha nompebaeHuemo. 3a nepuoga gekemBpu 2007 2. — gexkem-
Bpu 2006 2. Kpegumume 3a HeduHaHcoBU uHCMuUMyuuu HapacmBam Hag 65%. 3a
pasAuka om npegxogHama 2oguHa, npe3 2007 2. geHomuHupaHume 8 eBpo Kpegumu
noumu ce ygBoaBam u no memnoBe Ha pacmerk uanpeBapBam me3su 8 AeBoBe — npu
maAx noBuweHuemo e okoAo 55%, a meau B8 gpyau Baaymu ocmaBam HeNnpOMEHEHU.
KopnopamuBHume KAueHMuU umam ACHU npegnoYumaHuA KbM Kpegumu 6 eBpo.



THE BULGARIAN BANKING SECTOR IN 2007

As a result of the deepening integration in the world economy, the market environment
in Bulgaria reflects to a big degree the dynamics on the international markets. The
relatedness between the markets has also found logical continuation in the changes
to bank ownership. The Bulgarian banking system as at December 2007 comprised 29
commercial banks, five of which — foreign banks’ branches. At the year-end 2006 they
totalled 32. The consolidation in the UniCredit Group in April became a legal fact with
the merger among HVB Bank Biochim and Hebros Bank and Bulbank. Another change
has been with BNP Paribas Bulgaria, which continued its activity as a foreign bank’s
branch, and Economic and Investment Bank having become part of the Belgian KBC
Group. After Eurobank EFG gained control over DZI Bank, Post Bank and DZI Bank
merged under the Eurobank EFG Bulgaria brand name. We may expect that this process
of merging among banks and with the coming of new foreign banks as shareholders in
Bulgaria will continue in following years as well.

The Banking system in Bulgaria has recorded very high growth in 2007. The total amount
of assets of commercial banks has increased by 40% (against 28% in 2006) reaching
BGN 59,089 million. The unaudited reports before the BNB show a similar situation in
the profits. The development of the banking business has been financed by the growth in
the attracted deposits, increase in the own capital and subordinated liabilities.

Dynamics of Loans to NFls
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Banks’ lending was among the main stimuli of economic activity and the rise in
consumption. The loans to non-financial institutions have risen by over 65% in the
12.2006 - 12.2007 period. Unlike the preceding year, the Euro loans in 2007 have almost
doubled and exceeded the BGN loans in growth rates (55%), the loans denominated
in other currencies having remained unchanged. Corporate customers have had clear
preference to EUR loans.




CueypHocmma Ha 6aHkoBume uHCmumMyuuu ce gonbABa om GaHKume Mmalku 8
yyrkOUHa, a oueHKama Ha Hagsopa 3a KauecmBomo Ha puckoBume ekcno3uyuu e
gobpa. Bvnpeku moBa Bvazapckama HapogHa GaHka He npuema peaAusaupaHume
memnoBe Ha pacmeK 3a ycmouluuBu u 6e3puckoBu. Pasmepbm Ha 3agbAKUMEAHU-
me MuHuUmaAHu pe3epBu ce noBuwu om 8% Ha 12%. Lleama Ha pecmpuKuuAama € He
camo 3ana3BaHe Ha huHaHcoBama cmabuAHOCM Ha KpegumHume uHcMmumyuuu, Ho
U noggbpaHe Ha onpegeneHuU Makpo nokasameau 8 peepeHmHume cmouHocmu.
CokpawaBaHemo Ha memnoBeme Ha pacmerk Ha 6aHKoBumMeE Kpegumu go YymepeHu
paBHuwa we HaMmaAu HamucKa Ha CUAHOMO BbmpewHOMO mbpceHe Bvpxy NnAamek-
HuAa GanaHC Ha cmpaHama. NMocmeneHHOMO HacuwaHe Ha KPegumHomo MbpceHe
we oepaHuyu He2oBua pbcm no ecmecmBeH nbm. AONbAHUMEAEH nasapeH arkmop
8 masu nocoka 6u 6uno nokauBaHe Ha AuxBume B eBposoHama, a ommam u aBmo-
Mamuy4yHoOmo um npexBvpaaHe Yy Hac. CvBKynHUME nasapHu ycroBua u BvagelicmBuemo
Ha BHB kamo 6aHKo8 peayramop HU gaBam ocHoBaHue ga ouakBame 3ab6aBaHe B pbcma Ha
KpegumupaHemo.

foguwHuAm pbem Ha npuBaeueHume cpegemBa uzocmaBa cnpAMO MO3u Ha Kpegumume.
HapacmBaHemo e no-2onamo 8 KopnopamuBHuA ceameHm, Koemo ocBeH Ha UKOHOMUYe-
CKuA nogem, B HemManka cmeneH e caegecmBue U Ha NOCMENEHHOMO U3AU3aHe Ha busHeca
om ,cuBua cekmop“. 3a pa3wupaBaHe Ha akmuBHUMe cu onepayuu 6aHKUme ce opueHmu-
pam KoM BbHWHO puHaHcupaHe u yBeauyaBaHe Ha OCHOBHUA Cu Kanumaa 3a nokpuBaHe Ha
usuckBaHuama 3a kanumanoBa agekBamHocm. 3ana3Bam ce pesyamamume om npegxog-
Hume gBe 20guHU 3a pbcm oKkono 30% Ha 2oguwHa 6asa 8 npuBaeueHume cpegcmBa om
HebGaHKoBU UHCcMumMyyuu. B mo3u npouec omHoBo Bogew,o MACMO umMam geno3umume B
€Bpo u mexHuUAM omHocumeneH gaa gocmueaa 38% npu 31% 3a 2006 2. [pegnoyumaHuama
KbM geno3umu 8 eBpo ce dhopmupam om npumoka Ha YyrkgecmpaHHu uHBecmuyuu u go-
NbAHUMEAHama cuaypHocm, KoAmMo eBpomo Hocu.

45.00

40.00

35.00

30.00

25.00

20.00

MNpa.iB

15.00

10.00

5.00

0.00 T
nesa eBpo

obuo

NHmeH3uBHOMO KpegumupaHe om cmpaHa Ha mvp2oB8ckume 6aHKU HamMaAu Kanuma-
AOBUA U3AUWDBK U KanumanoBama no3uyua Ha 6aHKkoBama cucmema beaerku nAaBHo
noHurKeHue. Mpu HAKou om 6aHKUME mA ce gonbABa om akmuBHOMO u3noA3BaHe Ha
UHCMpymMmeHmu, yyacmBawu 8 kanumaaa om 8mopu peg.



The security of bank institutions has been supplemented by the parent banks abroad,
and the assessment of the supervisory body on the quality of risk exposures is good and
has not significantly changed. Nevertheless the Bulgarian National Bank does not take
the growth rates realized as sustainable and risk-free. The rate of the minimum statutory
reserves has been raised from 8% to 12%. This restriction aims not only maintaining the
financial stability of credit institutions but also keeping certain macroeconomic indicators
within their reference ranges. According to the BNB cutting the growth rates of bank loans
to moderate levels will cause the pressure of the strong internal demand on the balance
of payments of the country to be alleviated. The gradual saturation of loan demand will
naturally limit its growth. An additional market factor in this direction would be a rise of
the interests in the Eurozone, and thence their automatic transfer in Bulgaria. The overall
market conditions and the influence of the BNB as a banking regulator are grounds to
expect a slowdown in the lending growth.

The annual growth in the attracted funds lags behind that in loans. The increase is again
higher in the corporate segment due to the economic upturn but also to the gradual
emergence of the business “into the light” Many banks turn to external financing for
expansion of their asset-side operations, including increase of the core capital for covering
capital adequacy requirements. The results from the previous two years for growth of
about 30% on an annual basis in the funds attracted from non-banking institutions have
been maintained. The leading position in this process is again occupied by the deposits
in Euro and their relative share has reached 38% against 31% for 2006. The preferences
for deposits in EUR are formed by the inflow of foreign investments and the additional
security the Euro brings.

Dynamics of the Deposits by NFls
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Intense lending on part of commercial banks has increased the capital surplus and the
capital position of the banking system showed gradual decrease. The active utilisation
from some banks of facilities participating in the Tier 2 capital added to this.
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AuxBama no amepuraHckama Baayma ce gBurkewe HagoAay, a ELLB ce Bb3gbprka om
gonbAHUMEAHU KopeKyuu. NpomuBopeyvuBume gaHHU 3a eBponelickama UKOHOMUKa
He ouepmaBam AcHa nocoka 3a 6bgewomo um gBurkeHue. OuarBaHuAma ca no-cKo-
PO ga HAMa npoMAHa B8 KpamKoCpoUeH nepuog.

Ha 6vbA2apckua merkgybaHkoB nasap AuxBeHume npoueHmu caegBam gBuskeHuA-
ma Ha cBemoBHume nasapu. Caeg peweHuemo Ha BHB 3a ozpaHuyaBaHe Ha Kpe-
gumHua 6ym upea yBeauuaBaHe Ha 3agbAKUMEAHUME MUHUMaAHU pe3epBu Ha 12%
6aHKkoBama AukBugHocm HamanA. EgHonocouHomo usmeHeHue ce 3anasu, Ho AeBo-
Bume AuxBu usnpeBapuxa mesu B8 eBpo, nopagu no-o2paHU4eHOMO npegaazaHe Ha

pecypcu.

AuxBeHume npoueHmu no cpoyHume geno3umu nAaBHo ce yBeauuaBaxa npes 20-
guHama 3a pasAuka om 2006 2., Koezamo ocmaHaxa noumu 6e3 npomAaHa. Heobxo-
gumocmma Ha 6aHKume om pecypcu 3a (huHaHCUpaHe Ha KpegumHama eKkcnaH3uA
npegu3BuKka 3acuAeHa KOHKYpeHuuA no npuBAauvaHe Ha HOBu BAoXKumeAu. AONbAHU-
MeAeH CmuMyA 3a nokauBaHemo Ha AuxBume no nacuBume e Bb3xogAawama nocoka
Ha AuxBume 8 EBpona. HabatogaBaHu no Baaymu, ce Buskga no-uspaseHomo Hapa-
cmBaHe Ha AuxBume no cpoyHume geno3umu B eBpo, Koumo 6Aaxa Ha gocma Hucku
HuBa 2oguHa Hasag.

B KpegumupaHemo gBurkeHuAama 6Aaxa pa3HONOCOYHU — gOKamMO NPU KPpamKoCcpou-
Hume Kpegumu B AeBoBe uma noKauBaHe Ha AuxBume, mo npu gbA20CPOYHUME Ce
omyuma HamaneHue. 'hobaaHomo noBuwaBaHe Ha AuxBeHume HuBa om Bmopama
noAoBuHa Ha 2oguHama ce ompasu U Ha gbA20CpPOYHUME Kpegumu. B cayyaa Ha
6bA2apcKuA nasap 3a moBa gonpuHacAa u noAumukama Ha BHB 3a ozpaHuuaBaHe
Ha KpegumupaHemo. OckbnABaHemo Ha nacuBume ce npeHece u Bbpxy ueHama Ha
Kpegumume.

AuxBeHuam maps NPogbAKU ga HamanaBa, HO cbe 3abaBeHu memnoBe, mbl Kamo
cmeneHma Ha AuxBeHa KoHBepzeHuuAa e 3Hayuma. BvagelcmBuemo Ha BbHWHUMe
¢harkmopu Bbpxy HawuA nasap we cmabBa Bce no-cuaHo, npegBug Ha UKOHOMUYECKa-
ma u BaaymHa 068bp3aHocm ¢ eBponelickama UKOHOMUKa.



The interest on the American dollar has continued to fall in the second half of the
year, and the European Central Bank has abstained from additional adjustments. The
contradictory data on the European economy hinder the drawing of a clear line of their
future development.

Following the decision of the Bulgarian National Bank for limiting lending boom by
increasing the minimum statutory reserves to 12%, the liquidity of banks decreased.
Interest levels continued developing in the same direction but the interests in BGN
exceeded those in EUR due to the limited offering of resources.

The interest rates on term deposits have slowly been increasing through the year
unlike in 2006 when they remained almost unchanged. The banks’ need of resources to
finance the credit expansion has caused intensified competition on the attraction of new
depositors. Additional stimulus for increasing interests on liabilities has been the increase
in interests in Europe. Observing them by currency we can see the marked increase in
interests on term deposits in EUR which had a year back been at lower levels.

Interest rate levels in lending have been multidirectional — while there has been an
increase in the interests on short-term loans in BGN, there has been a decrease in those
for long term loans. The global rise in interest levels in the second half of the year has
reflected also on the long term loans. What has added to this on the Bulgarian market
has been the policy of the BNB on limiting lending. The higher price of liabilities has also
reflected on the price of the loans.

The interest margin has continued dwindling but at lower rates since the degree of interest
rate convergence has been significant. The influence of external factors on our market
will become ever stronger in view of the economic and currency interrelatedness to the
European economy.




r

OBLUVNHCKA BAHKA AA -
OCHOBHU AKLEHTH

YupegeHa npe3 anpua 1996 2. Kamo yHuBepcanHa mbpaoBcka HaHKa.

PeaucmpupaH Kanumaa: 25,000,000 A8.
PasnpegeneH 8 2,500,000 06uKkHOBEHU, HAAUYHU, NOUMEHHU aKkyuu ¢ npaBo Ha
2Aac, ¢ HoMmuHaAHa cmouHocm 10 AB.

AKYuoHepu:

e CmoAu4Ha obwuHa ® 67.0%

* 21 06WUHCKU hupmu U mbpaoBcku gpyrkecmBa ¢ 30.1%
* 18 0OWUHU ® 2.9%

BaHKkoB8 AuyeHs:
AuueH3 om Bvazapckama HapogHa 6aHKa 3a usBbvpwBaHe Ha BcuyKku H6aHKoBU U
cduHaHcoBuU cgeArku B cmpaHama u YyKOuHa.

YaeHcmBa:

e Acoyuauuna Ha 6aHKume B8 BvA2apua
* BbAz2apcKa poHgoBa 6opca AA

* LleHmpaneH geno3umap AA

* SW.LET.

* MasterCard Incorporated

* Apyau

AuyeH3su:

* AuueH3upaH nbpBuYeH QUALP Ha gbprKaBHU UEHHU KHUXKa

* AuueH3upaH UuHBecmuuuOHEH NOCPEQHUK 3a onepayuu ¢ KopnopamuBHU UeHHU
KHUKa

* AUUEH3 3a onepamop ¢ eAeKMPOHHU gebUMHU U KpegumHu Kapmu C MeCcmeH u
MerKgyHapogeH gocmbn

» KacoB usnbAHUMEA Ha MmecmHu Grogrkemu

* AuueHaupaHa 6aHKa-nonevyumeA No Kogekca 3a couuanHo ocuaypAaBaxe

PelimuHe:

Kom 31.12.2007 2. gbA20CPOYHUAM KOHMpa2eHMeH KpegumeH pelmuHz Ha
ObwuHcka HaHka AA, npucbgeH om MerkgyHapogHama pelmuHzoB8a azeHuun
Standard & Poor’s e ,BB-*.



MUNICIPAL BANK PLC -
MAIN HIGHLIGHTS

Established in April 1996 as a universal commercial bank.

Registered Share Capital: BGN 25,000,000 divided into 2,500,000 registered,
ordinary voting shares, of BGN 10 par value each.

Shareholders:

» Sofia Municipality ® 67.0%

* 21 municipal and private companies ¢ 30.1%
* 18 other municipalities ® 2.9%

Banking License:
Full banking license by the Bulgarian National Bank for domestic and worldwide
banking and financial operations.

Memberships:

* Association of Commercial Banks in Bulgaria
* Bulgarian Stock Exchange AD

e Central Depository AD

* SW.LET.

* MasterCard Incorporated

* Other

Licenses:

* Licensed primary dealer of government securities

* Licensed investment intermediary for corporate securities trading

e Licensed local and international electronic debit and credit cards operator
* Service agent of local budgets

e Licensed custodian bank under the Social Security Code

Rating:
As at 31.12.2007 the Long-Term Counterparty Credit Rating of Municipal Bank PLC
awarded by Standard & Poor’s international rating agency was “BB-".
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ME>XXAYHAPOAHU OMEPALNN
N CbTPYAHNYECTBO

BaHkama noAs3Ba MHO206poUHuU:

* CPEQHOCPOYHU U gbA20CPOYHU KpegumHu AUHUU 3a €KCNOPMHO, NPOEKMHO
u obwouereBo duHaHcupaHe om nbpBOKAACHU uysgecmpaHHU cuHaHcoBu
UHCMUMYUUU;

* KpegumHu obAeKYeHUA 3a Mbp20BCKU U hopeKc onepayuu.

Te ce npegocmaBam om mpaguuuoHHU napmHbopu Kamo Deutsche Bank AG,
Frankfurt am Main, Germany; the Bank of New York, New York, USA,;

Raiffeisen Zentralbank Austria AG, Vienna, Austria; Bank Austria AG, Vienna,
Austria; Ceskoslovenska obhodni banka, Prague, Czech Republic; ING Bank NV,
Amsterdam, the Netherlands; Hyposwiss Privatbank AG, Zuerich, Switzerland,

u gp.

BaHkama e uszpaguaa KOpecnoHgeHMCKU OMHOWEHUA ¢ Hag 250 6aHKu om UAA
cBam.

BaHkama yyacmBa kamo azeHm, Bogeuw), (huHaHCOB KOHCYAMaHm u 06cAyKBawio
3B8eHo B8 2oneMu UHBeCMUUUOHHU NpOERMU:

 nbpBama eBpoobAauzayuoHHa emucua B8 Bvazapua, Ha cmolHocm 50 MAH. eBpo,
cmapmupaHa om CmoaAuyHa obuwjuHa npe3 1999 2;

* NnpoeKkma 3a paswupaBaHe Ha codulcKOMO Mempo — KOMNAEKCHO NPOEKMHO
duHaHcupaHe Ha cmouHocm 12.894 mApg. UeHu, omnycHamo om AnoHcKama
6aHKa 3a MerkgyHapogHO cbmpygHuuecmBo;

* NpoeKmMa 3a pexabuaumauua Ha CmoAUYHUA obwecmBeH epagcKu
mpaHcnopm — ¢ omnycHamu om EBBP cpegcmBa 8 pasmep Ha 35 MAH. €8po;

» BogHama KoHuecua Ha CmoAuYHa obuwuHa — huHaHcupaHe om EEBP 8 pasmep
Ha 31 MAH. eBpo;

* NpoeKma 3a pexabuAumauua Ha monAoguKayuoHHama cucmema Ha CmoaAuYHa
obwuHa — ¢ huHaHcupaHe om CBemoBHama HGaHKa B8 pa3mep Ha 26 MAH. eBpo;
* NpoeKkma 3a uszparkgaHe Ha BogHO npeuucmBameaHa cmaHuuAa ,bucmpuua“ 8
Codua — 2apaHm B pasmep Ha 10 MAH. eéBpo, omnycHam om npaBumencmBomo

Ha AnoHuA.

Mpe3 mad 2007 2. O6bwuHcka 6aHKa AA yBeauvaBa KanumanoBama cu 6asa upes
emucua HeobesneueHU obAau2ayuu om HUckama cmeneH Ha kanumaaa om Bmopu
peg Ha cmouHocm 10 MAH. eBpo, kamo Aolue 6aHk AT, QpaHkdypm Ha MalH,
gelicmBa 8 kauecmBomo Ha EMUCUOHEH a2eHm.

Mpe3 HoemBpu 2007 2. e nognucaH go20B80p 3a CUHQUKUpPaH CpoYeH Kpegum B
pasmep Ha 26.5 MAH. eBpo ¢ PaldalseH LleHmpanbaHk ABcmpua Al, Kamo
op2aHuU3amop U azeHm, 3aegHO CbC CUHgUKam om obwo ocem HGaHKu.

Om 7 anpua 2008 2. ObujuHcka 6aHKka AA e gocmbnHa 3a nAaw,aHua 8 EguHHama
30Ha 3a naawaHua 8 eBpo (SEPA).

KaoHoBa mpeska:
50 ¢puHaHcoBu ueHmMbpa u 23 u3HeceHU pabomHu Mecma 8 cmpaHama.

AvwepHu gpy*kecmBa

Mpe3s deBpyapu 2008 2. KOH usgage AuueHs Ha ynpaBaaBaw,o gpyecmBo
,OBOWUHCKa 6aHKa Acem MeHugRMbHM“ EAA, Koemo e 100% cobecmBeHocm Ha
BaHKama.



INTERNATIONAL OPERATIONS
AND COOPERATION

The Bank utilizes numerous:

* medium- and long-term export, project, and general purpose finance credit
facilities from first-class foreign financial institutions;
« credit concessions for commercial and forex transactions.

They are granted by traditional partners like Deutsche Bank AG, Frankfurt am Main,
Germany; the Bank of New York, New York, USA; Raiffeisen Zentralbank Austria AG,
Vienna, Austria; Bank Austria AG, Vienna, Austria; Ceskoslovenska obhodni banka,
Prague, Czech Republic; ING Bank NV, Amsterdam, the Netherlands; Hyposwiss
Privatbank AG, Zuerich, Switzerland, etc.

Municipal Bank PLC has established correspondent relations with over 250 banks
from all over the world.

The Bank participates as Agent and chief financial consultant in big investment
projects:

« the first Eurobond issue in Bulgaria, amounting to EUR 50 min., initiated by Sofia
Municipality in 1999;

« the Sofia Metro Extension Project — complex project financing by the Japan Bank
for International Cooperation amounting to JPY 12.894 bin.;

« the Sofia Transport Investment programme — with a loan extended by the EBRD
for the amount of EUR 35 min.;

« the Sofia Water System Concession — financed by the EBRD with the amount of
EUR 31 min.;

« the Sofia Municipality project for rehabilitating the central heating
system — financed by the World Bank with the amount of EUR 26 min.;

« the project for building the Bistritza water purification system in Sofia —a EUR 10
min. grant by the government of Japan.

Municipal Bank PLC increased its capital base in May 2007 by issuing EUR 10
million Unsecured Subordinated Lower Tier 2 Fixed to Floating Rate Bonds with
Deutsche Bank AG, Frankfurt am Main, as Issuing and Paying Agent and as
Calculation Agent.

The Bank’s management signed a two-year general purpose EUR 26.5 Million
Syndicated Term Loan Facility Agreement in November 2007 with Raiffeisen
Zentralbank Austria AG, as Arranger and Agent along with a syndication of a total
of eight banks.

Municipal Bank PLC has become SEPA Reachable via Deutsche Bank AG, as of 7
April 2008.

Branch Network:
Fifty financial centres and 23 remote workplaces in the country.

Subsidiaries:

Management Company Municipal Bank Asset Management, 100% owned
by Municipal Bank PLC, has been issued a license to operate by the Financial
Supervision Commission in February 2008.




HAA3OPEH N YNPABUTEAEH CbBET

Hag3opHuam cbB8em ce cbcmou om mpuma 4YaeHoBe:

Aumumuvp KoneB
Npegcegamen Ha HC

Hukucop BaHzaenoB
YaeH Ha HC

Cnac Aumumpo8
YaeH Ha HC
YnpaBumeAHuAam cvB8em ce cbcmou om hemuma YAeHoBe:

AnekcaHgop AuueB
Mpegcegamen Ha YC u usnbAHUMEAEH guUpPEeKMop

leopau BenoBcku
YAaeH Ha YC u usnbAHUMEAEH gupekmop

Bacuna TpeHeB
YaeH Ha YC u usnbAHUMEAEH gupekmop

Buonema CmedaHoBa
YaeH HaYC

Huronalu KoaeB
YaeH HaYC



SUPERVISORY AND MANAGEMENT
BOARDS

The Supervisory Board consists of three members:

Dimitar Kolev
Chairman

Nikifor Vangelov
Board Member

Spas Dimitrov
Board Member
The Management Board consists of five members:

Aleksandar Lichev
Chairman of the Management Board and Executive Director

Georgi Belovski
Board Member and Executive Director

Vassil Trenev
Board Member and Executive Director

Violeta Stefanova
Board Member

Nikolay Kolev
Board Member




O6wuHCKa 6aHKa AA npegaaza canegHume
BAHKOBU NMPOAYVKTUN N YCAYTIN

e Cpou4Hu Bnoz208e B reBa u uykgecmpaHHa Baayma
* Be3scpo4Hu BrozoBe B AeBa u uyrkgecmpaHHa Baayma:
- checmoBHu
- gemcku Bro208e
- Bro208e nog ycnoBue
* PasananawiamenHu cmemku 8 AeBa u uyrgecmpaHHa Baayma
e PaanaawjaHuA B8 AeBa u uyrkgecmpaHHa Baayma
* AoKymeHmMapHu onepayuu
- omKpuBaHe u 0b6pabomKa Ha goOKYMeHmMapHuU akpegumuBu
- usgaBaHe u obpabomka Ha 6aHKkoBuU 2apaHyuU
- 0bpabomka Ha uHKaca
- CKOHMupaHe Ha B3emaHuA no akpegumuBu
* Onepayuu c yeKoBe
- usgaBaHe u uHKacupaHe Ha NOUMeHHU YeroBe
e KpegumupaHe
Ha chupMmu U OGWUHU
- Kpegumu B8 AeBoBe u uykgecmpaHHa Baayma
- usgaBaHe Ha 6aHKoBU 2apaHuuu
- ynpaBaeHue Ha MeKgyHapogHU KpegumHu AUHUU 32 NPOEKMHO U €KCNOPMHO
uHaHcupaHe
- NPAKO UHBECMUUUOHHO KpegumupaHe
- KpegumupaHe Ha KAueHmU ¢ ogobpeHu npoekmu no npozpama CAMAPA
- Op2aHu3upaHe, cmpykmypupaHe u yyacmue 8 cuHgukupaHo cuHaHcupaHe, 8
m.4. nocpegHu4ecmBo u azeHmupaHe no ocugypeHo BbHWHO huHaHcupaHe
Ha 2pagaHu
- nompebumeACcKU Kpegumu U unomeyHuU Kpegumu
- 0Bvpgpadm no kapmoBu cmemKu
e Onepayuu Ha puHaHcoBuU na3apu
- NOKYNKo-npogaxKkba Ha Baayma
- apbumparkHu onepauyuu
- cgenru ¢ ALIK
- onepayuu ¢ KopnopamuBHU UEHHU KHUXa U KOMNEeHCamopHU UHCMpYmMeHmu
- geno3umapHa u noneyumencka geliHocm
» QuHaHCcoBu KOHCYAMayuu Ha hupMu U 06WUHU
- nogeaomoBKka u peaAusupaHe Ha uHBecmuyuoHHU npoeKkmu
- nogeomoBKa U peaAusupaHe Ha 06AUSAUUOHHU 3aeMu
- KOHCYAMAaUUU Npu NpucbkgaHe Ha KpegumeH pelimuHe
- gpyau cheuuduyHU ycayau
* lHmepHem 6aHKupaHe
- u3BvpwBaHe Ha naawaHUA UAU gpyau duHaHcoBu onepayuu om oduca UAu
goma Ha KAueHma
- noAyyaBaHe Ha akmyanHa 6aHKoBa uHdopmauua
* l3gaBaHe Ha eAeKMPOHHU 6aHKOBU Kapmu
- gebumHu kKapmu ,,Cirrus/Maestro” u KpegumHu Kapmu ,MasterCard“ c MecmeH u
MeXKgyHapogeH gocmbn;
- npegocmaBAaHe Ha OCHOBHU U gONbAHUMEAHU YCAYaU:
* npeBerkgaHe Ha pabomHuU 3anAamu, NEHCUU, CMuNeHguu u gp. no kapmoBu
CMemKu
° nAAWaHe Ha cmoku U ycayau yvped NMOC mepmuHanHu ycmpolcmBa
* U3BbpwBaHe Ha KOMYHaAHU U gpyau naawaHua Ypea MHmepHem, 6aHKoMam
u meAedoH u gp.
* 3acmpaxoBaHe Ha KapmogbprKameAume Ha 3AamHU U Bu3Hec KpegumHu Kap-
mu npu nbmyBaHe B uy*kbuHa
e Tpesop
- obwecmBeH
- JEHOHOWIEH
e AucmpubyyuAa Ha egpo Ha HaAUYHU hapu4HU cpegcmBa
* lnkacoBo obcayKBaHe
- UHKacupaHe Ha hapuyHu cpegcmBa uAU gpyau UeHHU npamKku om obekmu Ha
KAUEHMU Ype3 cheyuaAu3upaH mpaHcnopm u oxpaHa
* KacoBo obcayrkBaHe Ha penybAUKaHCKUA U MecmHu Grogemu



Municipal Bank PLC offers the following
BANKING PRODUCTS AND SERVICES

* Term Deposits in BGN and foreign currency

* Demand Deposits in BGN and foreign currency:
- Savings account deposits
- Savings account deposits in favour of children
- Savings account deposits under condition

e Current Account Deposits in BGN and foreign currency

* Payments in BGN and foreign currency

e Documentary Business
- Opening and processing of documentary letters of credit
- Issuance and processing of bank guarantees
- Processing of documentary collections
- Discounting on letter of credit receivables

e Cheques
- Issuance and cashing-in of cheques

* Lending
Corporate
- Loans in BGN and foreign currency
- Issuance of bank guarantees
- Management of international project and export finance credit facilities
- Direct investment lending
- Lending to customers with approved SAPARD program projects
- Arrangement, structuring, and participation in syndicated finance, including
intermediation and agency under contracted external finance
Retail
- Consumer and housing loans
- Debit and credit cards overdraft
e Financial Markets Operations
- Foreign exchange
- Arbitrage
- Treasury bills and bonds operations
- Corporate securities operations and compensatory instruments
- Depository and custody services
* Financial Advisory Services to Corporate Customers and Municipalities
- Investment projects
- Bond issues
- Advisory services under credit rating assignment
- Other specific services
¢ Internet Banking
- Payments from the customers’ offices or homes
- Receiving up-to-date banking information
e Bank Cards
- Domestic and international “Cirrus/Maestro” debit cards and “MasterCard” credit
cards;
- Rendering of general and supplementary services:
e payment from card account of payroll, pensions, scholarships, etc.
* payment of goods and services through POS-terminals
e payment of public utilities and other bills via Internet, ATM’s, by phone, etc.
e insurance of gold and business credit cardholders when traveling abroad
* Safe Boxes
- Public
- 24-hour service
¢ Wholesale Distribution of Available Funds
e Cash Collection
- Cash and Valuables Collection from customers’ offices or homes via specialized
transportation and security officers
¢ Central and Local Budgets Servicing



N3BPAHUN NOKA3ATEAU*

(8 xuA. AB., ocBeH aro He € NOCOYEHO gpy20)

BanaHc 31.12.2007
AkmuBu 1013 542
Kpegumu u 83emaHuAa om KAueHmu (Hemo) 250 014
3agbAXKeHUA KbM gpyau geno3aHmu 818 388
Cob6cmBeH kKanumaa 53 700
Meuvan6a 13 623
Pecypcu (6poui)
MogeneHua B cmpaHama (puHaHcoBu yeHmpoBe u UPM*) 73
Bpou KAueHmu 204 534
MepcoHan 793

* UIPM — u3HeceHO pabomHO MACMO

CvaaacHo MexgyHapogHume cuemoBogHu cmaHgapmu



FINANCIAL HIGHLIGHTS*

(BGN '000 unless otherwise stated)

Balance Sheet 31.12.2007
Total Assets 1013 542
Loans to Non-Financial Customers 250 014
Funds Attracted from Non-Financial Customers 818 388
Total Shareholders’ Equity 53 700
Net Profit 13 623
Resources (Number of)
Financial Centres and Remote Workplaces 73
Customers 204 534
Personnel 793

In accordance with the International Accounting Standards
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NMPEFAEA HA AEVHOCTTA

BAAAHCOBU NOKA3ATEAU
N PUHAHCOB PE3VATAT

B Kpaa Ha omuemHama 2007 2oguHa O6wuHcKa 6aHKa ycnAa ga yBeAuyu akmu-
Bume cu ¢ 57.3% (369,212 xuA.AB. 8 abcoatomHa cmolHOCM) CNPAMO KpaAa Ha
2006 - obwuAam um pasmep KoM 31.12.2007 2. e 1,013,542 xuA.AB. B peayamam
Ha guHaMu4Homo cu pasBumue npe3 yarama 2oguHa 6aHkama usnpeBapu no
pbcm cpegHuA 3a 6aHKkoBama cucmema (40%). Hal-uspaseHa e akmuBHocmma
B8 6rogrkemHuA 6usHec ceameHm. PeaausupaHama neyanba gonpuHaca 3a Hapa-
cmBaHemo Ha cobcmBeHuA Kanumana ¢ 28% go 53,700 XUA.AB.

ObwuHcKka 6aHKa nocmuaHa MHO20 BucOKu huHaHCOBU pe3yamamu npe3 om-
yemHama 2oguHa. HemHama nevanba caeg gaHbuu e B8 pasmep Ha 13,623 XUA.
AB., Koemo npegcmaBaaBa pbcm om 6AU30 YemMUpPU NbMU CNPAMO NPEYXOgHUA
nepuog.

HapacmBaHemo Ha 2oguwHume npuxogu om Aux8u u gpyau npuxogu e 51% go
38,232 xuA.AB. Pbcmbm Ha AuxBeHume pasxogu € MaAKo nNo-BUCOK — KbM KpaA Ha
2007 2. me ca 8 pa3mep Ha 16,494 XuA.AB. U HemHama neyanba om AuxBu e 21,738
XUA.AB. (20guwHo noBuweHue ¢ 40% cnpamo 2006 2.). HacoueHocmma Ha 6aHKa-
ma KbM nybAUYHUA cekmop 3agbAxkaBa uHBecmupaHemo Ha npuBaeveHume om
mo3u busHec ceameHm cpegcmBa 8 ALIK. 3aegHo ¢ obwama pecmpukmuBHa no-
Aumuka Ha BHB me npegonpegeaam ymepeHua pbcm Ha KpegumupaHemo u om-
mam Ha AuxBeHume npuxogu. BbHWHUMe akmopu 4pe3 nokauBaHemo Ha AuXx-
BeHume HuBa noBAuAaxa Ha HawuA na3ap 8 nocoka KbMm yBeAuueHue napareAHO
Ha AuxB8eHume npuxogu u pa3xogu. Bbpxy obwomo um nokauBaHe 3HauuMeAeH
eeKm uma npupacmbvm Ha akmuBume u nacuBume Ha 6aHKama.

B cvcmaBa Ha AuxBeHume npuxogu goMuHUpam hpuxogume om onepauyuu 8 Ae-
BoBe — 30,538 xun.AB. cpewy 7,694 xua.AB. om BaanymHu onepauuu. Paszaukama 8
cpaBHeHue ¢ 2006 2. e 78% noka4yBaHe 3a AeBoBume npu HamanABaHe Ha me3u om
Baayma. Onpegenawa poAa 3a mo3u pesyamam uma HapacmBaHemo Ha AeBoBu-
me arkmuBu. BaHKama naacupa pecypcu Ha MerkgybaHkoBua nasap Ha genosumu
u cvbobpasHo nasapHume ycaoBua cu ocuaypaBa ALIK upes peno cgeaku. AKmuB-
HOocmma Ha mo3u nasap gopmupa cvbwecmBeH npuxog 3a 2oguHama — AuxBume
om npegocmaBeHu pecypcu Ha 6aHKu ce yBeauuaBam 6AU30 YemMuUpPU NbMU U goc-
muzam 8,840 XuA.AB.

Kom pasxogume no nacuBume ce npubaBu obcaykBaHemo Ha emumupaHuA Nog-
UYUHEH CPOYeEH gbA2, KoUmOo hopmMupa Kanuman om 8mopu peg No CMuCbAa Ha
Hapegba 8 Ha BEHB. BbnpeKku ye nacuBume 8 AeBoBe ca npeobaagaBawu, cpeg-
Hama um UyeHa e no-HuUcKa u cbomBemHo AuxBeHume pa3xogu N0 MAX He ca Npo-
NOPUUOHaAHO No-2oAemu om AuxBeHume pasxogu B8b8 Baayma. 55% om max ca
3a gbA20CPOYHUME, KPamKOCPOUYHUME Kpegumu U NOgUYUHEHUA CPOYEH gbA2.

Mpuxogume om makcu U KOMUCUOHU HeEMO ca Ha cmouHocm 6,991 xuA.AB. Hem-
HUMe pe3yamamu om onepauyuu ¢ puHaHcoBu akmuBu 3a mbpayBaHe u omuu-
maHu no cnpaBegauBa cmolHocm ype3 neyanbama uau 3azybama ca 8 pasmep
Ha 4,880 xuA.AB. Cymama ce 3anasBa 6Au3ka go peayamamume om 2006 2. Bah-
Kama omyuma 20,430 xuA.AB.HemHa neyanba om gpyaa geliHocm, Bbpxy KoAMo
omparkeHuUe HamMmepu CgeAKa C egHOKpameH xapakmep.

MNMeuyanbama om onepauuu B8v8 Baayma (Hemo) ce ygBoaBa cnpamo 2006 2oguHa
U KbM KpaAa Ha 2007 e 8 pasmep Ha 1,306 xua.AB. BcaegecmBue Ha paswupaBaHe
Ha geliHocmma (omKpuBaHe Ha HoBu huHaHcoBu ueHmpoBe u u3HeceHU pabomHu
Mecma) U UH(AAUUOHHUME npouecu obuiume U agMmuHucmpamuBHuU pasxogu ce
nokauBam ¢ 12%. TaxHama 2oguwHa cyma e 29,734 xua.A8. Bvpxy hopmupaHemo
Ha KpalHuAa uHaHcoB pe3yamam ce ompasaBa u HampynaHume ob6e3ueHKU 3a
3az2ybu u Hecvbupaemocm Ha obwa cmotiHocm 10,430 XUA.AB.



REVIEW OF MUNICIPAL BANK’S ACTIVITY

BALANCE SHEET INDICATORS
AND FINANCIAL RESULTS

Municipal Bank managed to increase its assets by 57.3% (or by BGN 369,212
thousand) during the accounting year — their total amount as at 31.12.2007 was
BGN 1,013,542 thousand. As a result of its dynamic development throughout the
year the Bank has exceeded the average growth in the system (40%). The activity
is most clearly marked in the budget segment. The high profits achieved have
contributed to increasing the own capital by 28% to BGN 53,700 thousand.

Municipal Bank has achieved very high financial results during the accounting year.
The net profit after tax amounted to BGN 13,623 thousand, representing a growth
by almost 4 times against the preceding period.

The growth in the annual interest and other income was by 51% reaching BGN
38,232 thousand. The growth in the interest expenses is slightly higher — at the year-
end 2007 they amounted to BGN 16,494 thousand and the net interest margin was
BGN 21,738 thousand (annual increase by 40% against 2006). The Bank’s focus
on the public sector forced the investment of the funds attracted from this business
segment into Government Securities. Together with the general restrictive policy
of the BNB this has preconditioned the moderate growth in lending and thence
of interest incomes. The external factors of rising interest levels have affected our
market in the direction of parallel increase of interest incomes and expenses. A
considerable effect on their total increase had the growth in the Bank’s assets and
liabilities.

The incomes from BGN transactions dominated the composition of interest
incomes — BGN 30,538 thousand against the BGN 7,694 thousand from foreign
currency transactions. The difference against 2006 was a 78% increase in BGN
transactions and decrease in transactions in foreign currency. A determining role
for this result was played by the increase in BGN assets. The Bank has placed
resources on the interbank deposit market and has provided Government
Securities in accordance with the market conditions through repo deals. The active
participation on this market has formed a considerable income for the year — the
incomes from placements with banks have increased almost 4 times reaching BGN
8,840 thousand.

The servicing of the subordinated term loan issued, forming lower Tier 2 capital
under BNB Ordinance 8, added to the liabilities. Although the liabilities in BGN
predominated, their average price has been lower and the interest expenses related
to them have not been proportionately higher than the interest expenses in foreign
currency. Fifty-five percent of them are for the long-term, short-term loans and the
subordinated term debt.

The net fee and commission income amounted to BGN 6,991 thousand. The net
results from transactions in financial assets for trading accounted for at fair value
through profit and loss amounted to BGN 4,880 thousand. This was close to the
2006 result. The Bank has recorded net profit from other activity amounting to BGN
20,430 thousand which reflects a one-time transaction.

The net profit from foreign exchange operations has doubled and amounted to BGN
1,306 thousand as at the end of the accounting year. As a result of the expansion of
the Bank (opening new financial centres and remote work places) and the inflation
processes, the general and administrative expenses have risen by 12%. They
amounted to BGN 29,734 thousand for the year. The allowances for impairment and
uncollectability accrued at a total of BGN 10,430 thousand affected the formation of
the end financial result.
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NMPNUBAEYEHU CPEACTBA,
APEBHO N KOPNMOPATUBHO BAHKWUPAHE

B geliHocmma cu 6aHKama u3noA3B8a pa3HoobpasHu opmMu 3a npuBAuvaHe Ha
pecypcu. TpaguyUOHHO gOMUHUpPa geno3umHama 6a3a om HeKpegumHu uHcmu-
mMyuuu — KopnopamuBHU KAUEHMU, pU3UYECKU AUUA, BHOgrKemHU UuHCMmumMyuuu
u HebaHKkoBu cduHaHcoBu uHcmumyuuu. KeM max ce gobaBam genosumume om
6GaHKU U NOAYYeHUME KpamKOCPOUYHU U gbA20CPOYHU Kpegumu. HoBocm 3a O6-
WUHCKa 6aHKa e emucuAma Ha NOgYUHEH CPOYEH gbA2.

Mo npegArazaHume geno3umHu NPOgYKMU U pa3nAauwameAHu cMemKu om GaHKa-
ma ca npuBaeueHu 818,388 xuA.AB. Hal-uspasaumeneH € ppcmbm Ha CpoYHUME
geno3umu om KAueHmMu — cbC 125% u Kom 31.12.2007 2. me ca 381,259 xuA.AB.
Taka meHgeHuuAma 3a npomaHa 8 cpoyHama cmpykmypa Ha genosumume ce
3agbAbouaBa. CpouHume genosumu om HPU npegecmaBaaBam 47% om obwama
UM cyma, a 2oguHa no-paHo ca 34%. MNpouecbm e xapakmepeH 3a 6aHkoBama
cucmema u O6buwuHcka 6aHKa ce gobaurkaBa go cpegHUme nokasameAu, Koemo
e cbnpoBogeHo ¢ HapacmBaHe Ha AuxBeHume pasxogu. baHkama obxBawa Bce
noBeue KAueHMuU ¢ paswupAaBaHemo Ha KAOHOBama cu mperka. AuxBeHume yc-
AoBua, kKauecmBomo Ha obcayrkBaHe, pa3HoObpa3HUMeE NPOgyKMuU U AuxBeHume
ycaroBuAa N0 mAxX ca OpueHmMuUpaHU KbM pacmaujume goxogu Ha goMakuHcmBama
U 3acuneHama akmuBHocm Ha KopnopamuBHUMe KAUEHMU.

AeHomuHupaHume B8 reBoBe geno3umu ocmaBam Hag 80% Kamo omHocumeAeH
gAaA om obuwama cyma u no mo3u nokasamena He ce HabalogaBa npomaHa B8 nacu-
Ba Ha 6aHKama. OmHoweHuUemo MeXKgy npuBaeueHume cpegcmBa om eparkgaHu
U gomakuHcmBa KbM me3u om KopnopamuBHuA ceameHm ce 3anasBa npe3 om-
yemHama 20guHa, HO mexHUmMe omHocumeAHU ganoBe HamanAaBam B noasa Ha
6rogrremHume cpegcmBa. Caagama no cMemrume Ha obuiuHUMe u cBbp3aHume
C MAX opaaHu3ayuu ca NpAKo caegcmBue Ha nogobpeHama ucKasHa No3uuuA
Ha MecmHo u penybAukaHcko HUBo. BaHkama no Mo3u Ha4uH cu ocuzypABa goc-
mbn go cpaBHUMEAHO No-eBMuH geno3umeH pecypc.

Aenosumume om 6aHKu ce noBuwaBam cbc 5% u ca 8 pasmep 37,837 XUA.AB.
Obuw,uHcKa 6aHKa ce Bb3noA3Ba om uszpageHomo goBepue cpeg YyskgecmpaH-
Hume 6aHKU napmHbLOPU Kamo npuBAeye NOgUUHEH CpouYeH gbAe B pasmep Ha
20,255 xuA.AB. (kbm 31.12.2007 2.). CpegcmBama ce usnoA3Bam 3a yBeauuaBaHe
Ha KanumanoBama 6a3a u gaBam no-2oreMu Bb3amorkHOCMU B nepcnekmuBHama
cpega 3a pasBumue. 3agbAkeHUAMAa N0 NOAYYEHU 3aeMu Cbw,0 HapacmBam. Te
ca ¢ obwoueneBo npegHasHauyeHue U B Kpaa Ha nepuoga Bb3ausam Ha 78,926
XUA.AB.



ATTRACTED FUNDS,
RETAIL AND CORPORATE BANKING

The Bank attracts resources in various forms. The deposit base formed by non-
credit institutions (corporate customers, individuals, budget institutions, and non-
banking financial institutions) traditionally dominates. The deposits from banks and
the short-term and long-term credits received add to them. What was new for the
Bank was the issue of subordinated term debt.

The Bank has received BGN 818,388 thousand from the deposit products and
current accounts it offers. The term deposits from non-financial institutions have a
most marked growth — by 125% — and they amounted to BGN 381,259 thousand as
at the end of 2007. Thus the tendency for a change in the term structure of deposits
has deepened. The term deposits of non-financial institutions accounted for 47% of
the total amount (against 34% a year before). This process is characteristic of the
banking system and Municipal Bank approximates the average indicators which is
accompanied by increase in the interest expenses. The Bank encompasses an ever
greater number of customers by the expansion of its branch network. The interest
levels, quality of service, variety of products and interests on them are oriented at
the increasing incomes of households and the improved activity of our corporate
customers.

The deposits in BGN have remained over 80% of the total amount and the Bank’s
liabilities have not changed with regard to this indicator. The ratio between the funds
attracted from individuals and households, and those from the corporate segment
has remained the same in the accounting year, but their relative shares have
decreased for the account of the budget funds. The balances at the accounts of
municipalities and the organisations connected with them are a direct consequence
of the improved financial position on the local and Republican level. The Bank thus
has access to a relatively cheaper deposit resource.

The placements from banks increased by 5% and amounted to BGN 37,837
thousand. Municipal Bank materialised the trust built with partner foreign banks
and attracted subordinated term debt amounting to BGN 20,225 thousand (as at 31
December 2007). These funds are used for increasing the capital base and provide
better possibilities in the prospective environment for development. The liabilities
under loans received have also increased. They are with general-purpose and at
the end of the period amounted to BGN 78,926 thousand.




r

AKTUBHU OMNEPALUN

Komnosuuusma Ha 6aHKkoBume akmuBu ompasaBa cmpykmypama Ha usmouHuuume
3a (puHaHcupaHe u nazapHume nompebHocmu. YnpaBaeHuemo Ha 6aHKama e Hacoue-
HO KbM nocmug2aHe Ha gocmamub4HO Bucoku uHaHcoBu peayamamu npu 3anasBaHe
Ha npuemAuBu HUBa Ha pucka 8 nbAHO cbomBemcmBue ¢ Hag3opHUME peayrauuu.

BaHkama noggbprka onmumaiseH pasmep Ha cymume no cmemku 8 ueHmpaaHama
6aHKa U kacoBa HaAuYHOCM 3a NOKpUBaHe Ha 3agbAXKUMEAHUME MUHUMaAHU pe3epBu
u exkegHeBHama KacoBa gelUHocm. B Kpaa Ha 2oguHama no masu NO3UyuA ce omuu-
mam 122,143 xuA.AB. TA e egHa om Hau-BornamuAHUMe cpeg akmuBume Ha 6aHKama,
mbU Kamo ompasaBa mekyuwiama guHamuka Ha npuBaeyeHume cpegcmBa. Payuo-
HaAHOMO u3noA3BaHe Ha BpemeHHO cBobogHUME napuyHU cpegcmBa aHzasKkupa GaH-
Kama B8 nasapa Ha mexxgybaHKkoBu geno3umu Kamo U3MOYHUK Ha pecypcul.

LieHHUmMe KHuxKa B8 nopmdelina ca npegumHo ALK Ha 6ba2apckomo npaBumencmeo.
BaHkama e 3agbAskeHa ga GAoKupa cpewy npuBieueHume BrogrkemHu cpegecmBa
ALK kamo o6e3neyeHue. C o2aeg Ha ha3apHama KoHIOHKMypa u o4akBaHomo Gbge-
wo pasBumue, ce opmupa nopmdaelin om cobecmBeHu UeHHU KHUMKaA, a 3a gonbaBa-
HEe Ha uauckBaHomo obe3neuyeHue ce u3noA3Bam peno onepayuu. LieHHUMe KHuska
8 nopmdeunaa ca epynupaHu Ha guHaHcoBu akmuBu, omyumaHu no cnpaBegauBa
cmouHocm (kbm 31.12.2007 2. me ca 8 pa3mep Ha 206,419 xuA.AB.); huHaHcoBu ak-
muBu, gbpkaHu 3a mvpayBaHe (4,970 xuA.AB.); uHBecmuyuu, gbprkaHu go nages
(45,076 xuA.AB.) u cdhuHaHCOBU akmuBu Ha pa3noAosKeHue 3a npogarkba (2,404 XUA.
AB.). Mpe3 omuemHama 2oguHa Hal-20AAMO HapacmBaHe B8 abcoAlomHa cyma uma
npu uHaHcoBume arkmuBu, omyumaHu no cnpaBegauBa cmotiHocm. ObwuAam pbem
Ha nopmdelina om 6bazapcku ALIK e cbobpaseH ¢ haykmyayuama Ha GrogsemHu-
me geno3umu. Cvuwume hakmopu obycraBam u nokauBaHemo Ha B3emaHuAama no
cnopasymeHuA ¢ Kaaysa 3a obpamHo uskynyBaHe. Te ce cKAtouBam ¢ MecmHu 6aHKu,
gpyau huHaHCOBU UHCMUMYUUU, YacmHU npegnpuamuA u 2pasgaHu. Obwama um
cyma Kom 31.12.2007 2. e 222,633 XuA.AB.

Ob6uwuHCKa GaHKa ce npugbprka KoM cmabuAHO yBeAuueHue Ha Kpegumume B CuH-
XpOH ¢ npoBerxkgaHama om BHB noaumuka. BpymHama cyma Ha Kpegumume u gpyau
B3emaHuA om KAueHmu HapacmBa ¢ 25% go 274,421 xuA.AB.

BaHkama oueHABa Nno3umuBHOMO UKOHOMUYECKO NpegcmaBaHe om nocAegHUMeE 20-
QUHU —3aemocmma u goxogume Ha usuyeckume Auua npogbAxkaBam HapacmBaHe-
mo cu, o4akBaHuAma ca 8 nogkpena Ha cmabuaHomo pasBumue. B 6usHec ceameHma
gpebHo BaHKupaHe ce ocbuwecmBu npozpama 3a CmuMyAupaHe Ha KpegumupaHemo.
TAa BrAtouu obaeKuaBaHe Ha AuxBeHume ycAoBua U npouegypa N0 omnycKaHe, ¢ Ko-
AMO ce nocmuza No-2oAAMa onepamuBHOCM Ha KpegumHuA npouec. PazpabomeHu-
me MOgeAU 3a OUEHKa Ha KpegumocnocobHocmma U uduckBaHuama KoM npegcma-
BaHUMe obe3neveHun ocuaypaBam BucoKo KauecmBomo Ha KpegumHuA nopmaedA.
OmuemeHume pe3yamamu B8 cekmopa busuyecku Auua u gomakuHcmBa nokasBam
HapacmBaHe om 39% Ha 2oguwHa 6a3a — no-Bucok pbcm uma B8 cekmopa Gtogrkem,
HO He20BuAamM OMHOCUMEAEH gAA € gaaey no-MaAbk. Kpegumume 3a yacmHu upmu
ce yBeauuaBam c 24%, a omHOCUMEAHUAM UM gAA HamaAAaBa om 77.3% Ha 76.4% 6
Kpaa Ha 2007 2. MNpomAaHama B cekmopHama cmpykmypa e peayamam Ha no-gobpa-
ma guBepcudurauyua.

CTpyKTypa Ha KpeauTuTe no CTpyKTypa Ha KpeauTuTte no
BugoBe KnneHtTu Kom31.12,. 2007 r. BupoBe KnneHTu Kbm31.12,2006r.
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Opyrn PrHaHCOBU NHCTUTYLIUA Brogxet




ASSET SIDE OPERATIONS

The composition of the Bank’s assets reflects the structure of the sources of financing and
the market requirements. The Bank’s management is focused at achieving sufficiently
high financial results while maintaining acceptable risk levels in full compliance with the
supervisory regulations.

The Bank maintains optimum amounts at accounts with the central bank and cash for
covering the minimum statutorily reserves and for the daily cash activity. At the year-
end BGN 122,143 thousand have been recorded under this item. It is among the most
volatile among the Bank’s assets since it reflects the current dynamics of attracted funds.
The rational management of temporarily available free cash makes the Bank a source of
resources on the interbank deposit market.

The securities in the portfolio are predominantly Bulgarian Government Securities. The
Bank is obliged to block securities as a collateral against the attracted budget funds.
Depending on the market situation and the expected future development, a portfolio
of own securities is formed and repo deals are used for supplementing the required
collateral. The securities in the portfolio are grouped in: financial assets accounted for at
fair value (BGN 206,419 thousand at 31.12.2007); financial assets held for trading (BGN
4,970 thousand); investments held to maturity (BGN 45,076 thousand) and financial
assets available for sale (BGN 2,404 thousand). The highest absolute increase in the
accounting year has been recorded in the financial assets accounted for at fair value.
The total growth in the portfolio of Bulgarian Government Securities complies with the
fluctuations in the budget deposits. The same factors have been the reason for the
increase in the receivables under repurchase agreements. These have been concluded
with local banks, other financial institutions, private enterprises and individuals. They
totalled BGN 222,633 thousand as at 31.12.2007.

Municipal Bank adheres to a stable increase in the loans in line with the policy of the
Bulgarian National Bank. The gross amount of the loans and other receivables from
customers has increased by 25% to BGN 274,421 thousand.

The Bank takes into consideration the positive economic performance in the last years —
employment and the incomes of individuals have continued increasing, expectations are
in support of a stable development. A lending stimulation program has been implemented
in the retail banking segment. It included laxing the interest conditions and the application
procedure leading to a higher efficiency of the lending process. The models developed
for assessment of the creditworthiness and the requirements for the collaterals provided
have ensured a high quality of the loan portfolio. The results recorded show a 39%
increase in the Individuals and Households sector on an annual basis. A higher growth
is noticed only in the Budget sector but its relative share is smaller by far. The loans to
private companies have increased by 24% and their relative share has decreased from
77.3% to 76.4% at the year-end 2007. The change in the structure is a result of the
better diversification.

Structure of Loans by Customer Type
31.12.2007
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Structure of Loans by Customer Type
31.12.2006
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MpomuwineHoct M Cencko ctonaHCcTBO

Crpoutenctso Toprosua MpomuwneHoct M Cencko cTtonaHcTBO
TpaHcnopT Ycnyrun Crpovtenctso Tbprosus
BrogxeT Qusnyeckmn nmua TpaHcnopT Yenyru

B O uHaHCcK Brogxet O unsnyeckmn niua

OmpacaoBama cmpykmypa Ha Kpegumume u gpyau 83emaHua om KAueHmu e
cbnocmaBuma ¢ obwume meHgeHuuu 8 6usHeca. N3BvpuweHa e usBecmHa mpaH-
copmauyuan, Koamo ovepmaBa akueHmume 8 meKyw,omo ynpaBaeHue Ha Kpegu-
mupaHemo. NoBuwaBam ce omHocumeAHUme ganoBe Ha ompacAume husuyecku
AUUA, YycAayau, brogrkem u cmpoumeacmBo. CbomBemHo HamaAeHue ce omyuma
npu ompacAaume mbvp2o8uAn, ceACKo cmonaHcmMBo U mpaHcnopm, Kamo NPU HAKOU
om mAxX HamaAeHue uma u B8 abcoaromHume pasmepu. MNpes 2008 2. we ce gage
npuopumem Ha npogpamume 3a KpegumupaHe Ha MaAKu U CpegHU npegnpua-
mus.

ME>XAVYHAPOAHA AEMHOCT U PEUTUHI

BaHkama npegaaza Ha kKaueHmume cu gobpe cmpykmypupaHa Mpeska om b6aH-
Ku KopecnoHgeHmu 8 EBpona, CeBepHa AmepuKka u A3uA, koemo no3BoanBa us-
BvpwBaHe Ha pasnAawaHuama 8 Kpamku cpokoBe u C MUHUMYM pasxogu.

CvmpygHuyecmBomo ¢ Bogewu H6aHKU U (huHaHCOBU UHCMUMYUUU Cb3gaBa om-
AUYHU ycnoBuAa 3a huHaHcoBu KoHcyamauyuu, azeHmcmBo u duHaHcupaHe no
MerKgyHapogHU npoekmu. baHkama e ycmaHoBuAa napmHLOPCKU OMHOWEHUA C
nbpBorAacHuU eBponelicku 6aHKU, kKamo udzpageHomo goBepue U ocuaypABa Bbs-
MO*KHOCMU 3a NOA3BaHe Ha gbA20CPOYHU U KPamKOCPOYHU KPeEgUMHU AUHUU.

Mpes mail 2007 2. O6bwuHcka 6aHKa AA yBeauyaBa KanumaaoBama cu 6asa upes
emucua HeobesneueHU obAau2ayuu om HUCKama cmeneH Ha kanumaaa om Bmopu
peg Ha cmouHocm 10 MAH. eBpo, Kamo Aolue 6aHk AT, PpaHkdypm Ha MalH,
gelicmBa 8 kauecmBomo Ha eMUCUOHEH a2eHm.

Mpe3 HoemBpu 2007 2. e nognucaH go20B80p 3a CUHQUKUpPaH CpoYeH Kpegum B
pasmMep Ha 26.5 MAH. eBpo ¢ PalidalseH LieHmpanbaHk ABcmpua Al kamo opaa-
HU3amop U a2eHm, 3aegHO CbC CUHgUKam om obwo ocem HGaHKu.

Om 7 anpua 2008 2. ObujuHcka 6aHKka AA e gocmbnHa 3a nAaw,aHua 8 EguHHama
30Ha 3a naawaHua 8 eBpo (SEPA).

ObuwuHcka 6aHKa AA 3anasBa oueHkama 3a gellHocmma cu, NpUCbgeHa om MeK-
gyHapogHama pelumuHz08a azeHuyuA Standard & Poor’s. Kem 31 gerkemBpu 2007 2.
KOHMpazeHmMHuAM KpegumeH peumuHe e ,BB—.
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The economic branch structure of the loans and other receivables from customers
is comparable to the general trends in the business. A certain transformation has
been carried out following the focus of the current lending management. The relative
shares of the Individuals, Services, Budget, and Construction have been increased.
A respective decrease is recorded with Trade, Agriculture and Transport, some of
them seeing also absolute decrease. A priority will be given in 2008 to the lending
to SMEs programs.

INTERNATIONAL ACTIVITY
AND CREDIT RATING

The size of the correspondent network is being optimised, corresponding to the
commercial relations of the Bank’s customers. The correspondent network is tightly
bound to the processes of integration in the EU and allows performing settlement in
short terms and with minimum expenses.

Due to its traditionally good positions the Bank managed to attract non-collateralised
credit lines from first-rate foreign banks. This is aided to a considerable degree by the
very good assessment of the Bank’s operation by Standard & Poor’s international
rating agency.

Municipal Bank PLC increased its capital base in May 2007 by issuing EUR 10
million Unsecured Subordinated Lower Tier 2 Fixed to Floating Rate Bonds with
Deutsche Bank AG, Frankfurt am Main, as Issuing and Paying Agent and as
Calculation Agent.

The Bank’s management signed a two-year general purpose EUR 26.5 Million
Syndicated Term Loan Facility Agreement in November 2007 with Raiffeisen
Zentralbank Austria AG, as Arranger and Agent along with a syndication of a total
of eight banks.

Municipal Bank PLC has become SEPA Reachable via Deutsche Bank AG, as of 7
April 2008.

As at 31.12.2007 the Bank enjoys “BB-" counterparty rating assigned by Standard
& Poor’s.



KAOHOBA MPEXA

Cmpykmypama Ha 6aHkama BKAlouBa ueHmpanHo ynpaBaeHue u KAoHoBa MpesKa.

LilenmpaaHomo ynpaBaeHue Ha ObuwuHcKa 6aHKka AA ce Hamupa 8 2p. Cochua,
. yA. ,Bpabua“ Ne 6. B LIY ce usBbpwBam mbp2oBcKu cgeAru ¢ 6aHKu u gpyau ¢u-

HaHcoBU UHCMUMYyuUU, onepayuu Ha oHgoBama Gopca, MesKgyHapogHU pas-
NAAWaHUA U gpyau cneyuduyHU CgeAKu.

B opzaHusayuama Ha KAOHOBama mperka ce usBbvpwuxa CMPYKMyYpHU NPOMEHU
U ce pasKkpuxa HoBu nogeAeHua. Aokauyuama Ha duHaHcoBume ueHmpoBe (PLL) u
usHeceHume pabomHu mecma (MPM) e caegHama:

Codua — Bpabua (PL), AeHroaay (DL u PM), KAT (PLL), Atoaun (PLI), Mapua
Ayusa (PL), Maagocm (DL, u UPM), KpacHo ceno (PL), O6opuwe (OL u PM),
OpaoB mocm (PL), Caamuna (PLL), Cmamboauticku (PL), Tpuaguua (PL), Ace-
HoBzpag (DLl u WPM), BaazoeBepag (PL), BomeBepag (PL), Bypeac (PL, u 3
NPM), Bapra(PL u IPM), BeAuko TepHoBo (DL u 2 MPM), Bpaua (PLL), abpo-
Bo (PLL), Aobpuu (PLL), KazaHAbk (PLI), KuproBo &(DLI Kome/\ (®LU), Kepgrraau
((DLI,) KiocmeHgua ( (DLI. NoBeu (CDLI Hegenuro (L), Masapgsu (DL u NPM),
Meprux (OL), Mempuu (DL), Mewepa (PLY), MreBen (DL u 5 MPM), MroBguB
(U u3 VIPM), Momopue (CDLI.), Pyce (OL u UPM), CaMOHOS (®L), CangaHcku
(PU), CBuwoB (PLl), CBoze (PLL), CeBaueBo (PL), CauBeH (PLL u MPM), CmoaaH
(dU), Cmapa 3azopa (PLL u 2 IPM), TBbpguua (PLL), Tpoan (PLL), XackoBo (PLI),
Yenenape (PLL), Yupnan (O u MPM), Lymen (OLI), AmGon (DL).

3abeneskka: Kom 31.12.2007 2. PL| KpacHo ceno - Cogpua u IPM YMBAA ,C8emu
leopau” — NMroBguB Bce owje He pabomAam ¢ KAUEHMU.
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BRANCH NETWORK

The structure of the Bank includes a head office and branch network. The head
office of Municipal Bank PLC is located at 6, Vrabcha Str., 1000 Sofia. It concludes
commercial transactions with banks and other financial institutions, deals on the stock
exchange, carries out international payments, and other specific transactions.

Structural changes took place within the organization of the branch network, and
new outlets were opened. At the year-end 2007 the Bank serviced its customers in
73 outlets, 50 of which financial centres, and 23 remote workplaces. The financial
centres (FC) and remote workplaces (RW) were located in:

Sofia (12 FCs and 3 RWs), Assenovgrad (1 FC and 1 RW), Blagoevgrad, Botevgrad,
Bourgas (1 FC and 3 RWs), Varna (1 FC and 1 RW), Veliko Tarnovo (1 FC and 2
RWs), Vratza, Gabrovo, Dobrich, Kazanlak, Kirkovo, Kotel, Kyustendil, Kardzhali,
Lovech, Nedelino, Pazardzhik (1 FC and 1 RW), Pernik, Petrich, Peshtera, Pleven
(1 FC and 5 RWs), Plovdiv (1 FC and 3 RWs), Pomorie, Rousse (1 FC and 1 RW),
Samokov, Sandanski, Svishtov, Svoge, Sevlievo, Sliven (1 FC and 1 RW), Smolyan,
Stara Zagora (1 FC and 2 RWs), Tvarditza, Troyan, Haskovo, Chepelare, Chirpan (1
FC and 1 RW), Shoumen and Yambol.

Note: Krasno Selo Financial Centre (Sofia) and St. George Hospital Remote
Workplace (Plovdiv) had not started working with customers as at 31.12.2007.
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AAPECH

N AVMILA 3A KOHTAKT
B LUEHTPAAHO
YMNMPABAEHME

O6wuHCKa 6aHKa AA

YA. ,Bpabua“ Ne 6
Codua 1000

meA. ueHmpaaa (+359 2) 9300 111
thakc (+359 2) 9300 270

MHmepHem caum: www.municipalbank.bg
EAekmpoHHa nowa:
contacts @municipalbank.bg

SWIFT/BIC: SOMBBGSF
Reuters: SMBK

Ma3apu u AukBugHocm
HuKonali Konre8

mea.: (+359 2) 9300 212

e-mail: nkolev@ municipalbank.bg

KopnopamuBHo 6aHKupaHe
Uopganka YayweBa

meA.: (+359 2) 9300 114

e-mail: jchausheva @ municipalbank.bg

MerkgyHapogHo 6aHKupaHe u ouHaHcoBu
uHCMuMyyuu

MapuaHa CmpaxuHoBa

mea.: (+359 2) 9300 184

e-mail: mstrahinova @ municipalbank.bg

BaHKkoBu Kapmu

Mun4yo MuH4eB

meA.: (+359 2) 9356 542

e-mail: mminchev @ municipalbank.bg

KpegumHa geiiHocm

lrameH TogopoB

mea.: (+359 2) 9356 588

e-mail: ptodorov@ municipalbank.bg

Ape6Ho 6aHKupaHe

Paliko Kapazbo308

mea.: (+359 2) 9356 555

e-mail: rkaragiozov @ municipalbank.bg

__ I

CONTACT DETAILS -
HEAD OFFICE

Municipal Bank PLC

6, Vrabcha Street
1000 Sofia, Bulgaria

Switchboard: (+359 2) 9300 111
Fax: (+359 2) 9300 270

Website: www.municipalbank.bg
E-mail: contacts @ municipalbank.bg

SWIFT: SOMBBGSF
Reuters: SMBK

Treasury

Nikolay Kolev

Tel.: (+359 2) 9300 212

e-mail: nkolev@ municipalbank.bg

Corporate Banking

Jordanka Chausheva

Tel.: (+359 2) 9300 114

e-mail: jchausheva @ municipalbank.bg

International Banking

and Financial Institutions

Mariana Strahinova

Tel.: (+359 2) 9300 184

e-mail: mstrahinova @ municipalbank.bg

Bank Cards

Mincho Minchev

Tel.: (+359 2) 9356 542

e-mail: mminchev @ municipalbank.bg

Lending

Plamen Todorov

Tel.: (+359 2) 9356 588

e-mail: ptodorov @ municipalbank.bg

Retail Banking

Rayko Karagiozov

Tel.: (+359 2) 9356 555

e-mail: rkaragiozov @ municipalbank.bg
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