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YBarkaemu gamu u 2ocnoga,

Mmam ygoBoacmBuemo ga Bu npegcmaBsa gedHocmma u pe-
3yamamume Ha ObwuHcka 6anka AL npe3 2005 e.

MNpe3 2oguHama 6bAcapckama ukoHomuka npogbAku ga nog-
gopka cmabuaHu makpoukoHomuuecku nokaszameau u Bucok
peaneH pacmexX Ha BBIl. baHkoBama cucmema ce pa3BuBa-
we c yckopeHu memnoBe, kamo kpegumume 3a HeduHaHcoBu
kAueHmMu HapacHaxa cnpsmo npegxogHama 2oguHa ¢ Hag 32%.
BHB BvBege gonvAHUmMeAHU Mepku 3a oegpaHuvaBaHe pbcma Ha kpegumupaHemo. Ocm-
pama koHkypeHuus mexkgy mbpz2oBckume 6aHku goBege go cbwecmBeHO HamaAeHue Ha
chpega u omHocumeAHo cBuBaHe Ha HemHus AuxBeH goxog. lNpe3 2oguHama npogoAku
yBeAuueHuemo Ha ocHoBHume AuxBeHu paBHuwa B cmpaHama u Ha mMeXkgyHapogHume
nasapu.

Mpe3 2005 2. ObwuHcka 6aHka Al npogbAku ycnewHomo cu pa3Bumue kamo yHuBep-
canHa mbpeaoBcka baHka. MocaregoBamenHama noaumuka 3a HanazaHe Ha hasapa kamo
HageXkgeH napmHbop Ha cBoume kaueHmu u koHmpazeHmu gage pe3yamamu u 6aHka-
ma paswupu geltHocmma cu npe3 2oguHama. KaueHmckama 6a3a ce yBeauuu c 6.3%
cnpsmo kpas Ha 2004 2., a cpoyHume geno3umu Ha HeduHaHcoBu kaueHmu HapacHaxa
¢ 20.3%.

[NoBepuemo kbm baHkama ce mamepuanu3upa 8 omuemeHume kom kpas Ha 2005 e.
Hag 61.2 MAH. AB. kpegumu om nbpBokaacHu uy>kgecmpaHHu 6aHku u gpyau ¢uHaHcoBu
uHCcmumyuuu. YBeAuyeHuemo umMm 3a 2oguHama e ¢ 6.6%.

B ycnoBusima Ha 3acuneHa koHkypeHuus u HamansBaw, AuxBeH cnpeg, ObuwuHcka 6aHka
Al nocmugHa ¢uHaHcoB peayamam caeg npoBusuu u gaHbuu om Hag 3.5 MAH. AeBa 3a
2005 2., koemo e pbcm om 19.9% cnpsmo 2004 2.

Mpe3 2006 2. baHkama HaBausa B gecemama 2oguHa om cBoemo cb3gaBaHe. Ouak-
BaHusma Hu ca ga 6bge 0bHOBeH npogykmoBusim nopmdeun u ga 6bge paswupeHa u
MOgepHuU3upaHa pezguoHaAHama mpexka om duHaHcoBu ueHmpoBe. OcHoBHa uen ocma-
Ba uszparkgaHemo u 3agbAbouaBaHemo Ha Bpvskume ¢ kaueHma. MimeHHo B nogkpena
Ha me3u ueAu, B kpas Ha 2005 2. u HaYaAOMO Ha Hacmoswama 20guHa 6e u3BopweHo
Op2aHuU3auuoHHO U ¢yHKuuoHaAHO npecmpykmypupaHe Ha baHkama.

3a ycnewHomo pa3Bumue Ha ObwuHcka 6aHka ALl u nocmuzgHamume pe3yamamu npu-
HOCbM € Ha 20AsiM Bpou xopa u UHCmumyuuu. Hau-Ba>kHu 3a 6aHkama ocmaBam Hawu-
me kaueHmu. Vickam ga um bra2ogaps 3a moBa, ye ca ¢ Hac u 3a goBepuemo, koemo
Hu okaszBam. Bux uckan cowo ga bra2ogaps Ha konezume 3a mexHume yCuAus 3a no-
cmuz2aHe Ha obuwume UeAu U chogeAneHume UueHHocmu Ha 6aHkama.

dumumvp KoneB: M%//

MNpegcegamen Ha Hag3opHua coBem

dumumop KoneB
Dimitar Kolev



STATEMENT TO THE SHAREHOLDERS
AND BUSINESS PARTNERS

Ladies and Gentlemen,

It is with pleasure that | am presenting the operations and results of Municipal
Bank PLC in 2005.

The Bulgarian economy has maintained stable macroeconomic indicators and
high real GDP growth throughout the year. The banking system has kept on
developing with accelerating rates, with the loans to non-financial customers
having increased by over 32% against the preceding year. The BNB has introduced
additional measures for limiting the lending growth. The harsh competition
among commercial banks has led to significant decrease of the interest spread
and relative shrinking of the net interest income. The year saw the increase of
the base interest rates in the country and on the international markets.
Municipal Bank PLC has continued its successful development in 2005 as a
universal commercial bank. The consistent policy of establishing on the market
as a reliable partner of its customers and counterparts came to fruition and
the Bank has expanded its operations throughout the year. The customer base
has increased by 6.3% against the year-end 2004, and the term deposits of
non-financial customers have increased by 20.3%.

The trust in the bank is materialised in the BGN 61.2 million of loans from first-
rate foreign banks and other financial institutions, increasing by 6.6% for the
year.

In an intensifying competition and decreasing interest rate spread, Municipal
Bank PLC achieved a financial result after provisions and taxes of over BGN
3.5 million for 2005, representing a growth by 19.9% against 2004.

In 2006 the Bank is entering in its tenth year since its establishment. Our
expectations are for the product portfolio to be refreshed and for the regional
financial centre network to be broadened and modernised. Building up and

deepening the customer relations remains a main objective. It is in support v

of these that an organisational and functional restructuring of the Bank was

carried out. y

A lot of people and institutions have contributed to Municipal Bank PLC’s )
successful development and results. Our customers remain dearest to us. | _ o)

would like to express my gratitude to them for being with us and for their
trust. | would also like to thank our colleagues for their efforts in achieving the
common aims and sharing our Bank’s values.

= W]

Chairman of the Supervisory Board



KPATDHK NPETAER
HA MAKPOMKOHOMMMECKMTE
YCAOBUA B BbATAPUA

[T

Bvazapckama ukoHomuka npogbaku ychewHomo cu pa3Bumue npes 2005
2., kamo 3a nbpBume geBem meceua omueme pekopgHoO 3a hocaegHuUme
2oguHu yBeauuveHue Ha BBI1. Bonpeku moBa, npe3 mpemomo mpumece-
yue ce HabalogaBa usBecmeH cnag B pocma Ha peanHus BBIN, koemo ce
gonku 2naBHo Ha HapacmBaHemo Ha ueHume Ha eHepz2oHocumeAume Ha
me>kgyHapogHume nhasapu u BHoca Ha uHdprauusa B cmpaHama.

NHgekcom Ha nompe6umenckume ueHu omyuma nockbnBaHe om 6.5% npe3s
2005 2., koemo e Hall-2oAAMOMO 3a hocAegHume 5 20guHu. 3a cpaBHeHue,
npe3 2004 2. mou e 4%. ToBa goBege go npunazaHe Ha oOmpuyameAHU pean-

HU AUXBeHu hpoueHmu no 6aHkoBume geno3umu. 3a nema nopegHa 20guHa
gaHHume om HCWU nokasBam HamaneHue Ha 6e3pabomuuama, koamo B8
kpasa Ha 2005 2. gocmu2Ha 10.7% om ukoHomuuvecku akmuBHOmMO HaceAneHue
Ha cmpaHama.

Peny6aukaHckuam 6log>kem 3aBvpwu ¢puHaHcoBama 2oguHa ¢ pekopgeH ka-
coB usnuwvk B pasmep Ha 1,334 mMAH. AB. CunHO pecmpukmuBHama O6lo-
gkemHa noanumuka Ha M@ ycnaBa omuacmu ga komneHcupa epekmume om
BroweHume pesyamamu no mekywama cmemka Ha naame)kHuAa 6anaHc.

MuHucmepcmBomo Ha ¢puHaHcume npogorku honumukama Ha cokpawaBaHe
Ha gop>kaBHua goa2. B kpaa Ha 2005 2. o6bwuam pasmep Ha gopkaBHusa u
goprkaBHozapaHmupaHua goA2 Bv3ausa Ha 6,844.4 mAH. eBpo, koemo npeg-
cmaBasaBa HamaneHue om 14% cnpamMo kpas Ha 2004 2., koezamo e 6un 7,955.2
MAH. eBpo. BompewHuam gopkaBeH gonz Bv3ausa Ha 1,453.5 maH. eBpo, a
BoHWHUAM - Ha 5,390.9 MmAH. eBpo. 3a cpaBHeHue, coomBemHume cCMOUHO-
cmu B kpasa Ha 2004 2. ca 1,370.6 mAH. eBpo u 6,584.6 MAH. eBpo.

Mpes 2005 2. BHB npegnpue mepku 3a oz2paHuvyaBaHe pvcma Ha BbmpewHus
kpegum. Bonpeku yacmuuHua um ycnex kpegumom 3a HenpaBumencmBeHus
cekmop ce yBeauuaBa ¢ memnoBe, cepuo3Ho usnpeBapBawu pbcma Ha ge-
nosumHama 6a3a. B kpaa Ha 2005 2. kpegumbm 3a HenpaBumeacmBeHus
cekmop 6ewe B pasmep Ha 18,663 mAH. AB. (14,097 mMAH. AB. npe3 2004 2.),
koemo e yBeauueHue om 32.4% cnpamo kpasa Ha 2004 2.

MakpoukoHomuueckume nokaszamenu kamo uano ca 6aazonpuamHu 3a pas-

Bumuemo Ha 6usHeca. MoBog 3a 6e3nokolicmBo e ompuuameAHOMO cango

no mekywama cmemka, koemo gocmuza 14.9% om BBI1 u Bce owe Bucokusa

pvcm Ha kpegumume 3a HeduHaHcOoBu uHcmumyuyuu. Emo 3awo BHB npes

2006 2. npegnpuema gonbAHUMEAHU Mepku 3a oz2paHuuaBaHe Ha npupacma
4 Ha BompewHusa kpegum.




SHORT OVERVIEW
OF THE MACROECONOMIC
CONDITIONS IN BULGARIA

The Bulgarian economy continued
B ot Dynamie o its successful development in
2005, registering for the first
three quarters a record for the
past years increase in the GDP.
 man Nevertheless, the third quarter saw
s a certain decrease in the real GDP
growth, mainly due to the rise in
the prices of energy sources on
the international markets and the

imported inflation in the country.

I ) [} %
Tpumeceuusa Quarter

The Consumer Price Index
registered a rise of 6.5% in 2005, which is the biggest in the last five years. For comparison, it was 4% in
2004. This led to negative real interest rates on the bank deposits. The National Statistical Institute for a
fifth consecutive year presented data showing decrease in unemployment, which at the end of 2005 reached
10.7% of the economically active population of the country.

The State Budget concluded the financial year by a record cash surplus of BGN 1,334 million. The highly
restrictive budget policy of the Ministry of Finance managed to partly compensate the effects of the deteriorated
results at the current account of the balance of payments.

The Ministry of Finance continued the policy of decreasing the State Debt. At the year-end 2005 the total
amount of state and state guaranteed debt amounted to EUR 6,844.4 million, representing a decrease by
14% against year-end 2004 (EUR 7,955.2). The internal state debt amounted to EUR 1,453.5 million, and the
external - EUR 5,390.9 million, against EUR 1,370.6 million and EUR 6,584.6 million for the year-end 2004.
The BNB has started adopting measures for limiting the growth of the internal credit in 2005. Despite their
partial success, the credit to the non-governmental sector has increased in rates considerably surpassing the
growth in the deposit base. At the year-end 2005 the credit to the non-governmental sector was BGN 18,663
million (BGN 14,097 million in 2004), being an increase by 32.4% against year-end 2004.

The macroeconomic indicators are as a whole favourable for business development. A cause of concern
might be the negative balance at the current account, reaching 14.9% of the GDP, and the still high growth
of the loans to non-financial institutions. This caused the BNB to adopt further measures for limiting the
growth in the internal debt in 2006.




BbATAPCKUAT BAHKOB CEKTOP
NPE3 2005 TOQWUHA

B kpas Ha 2005 2. B8 cmpaHama ¢yHkuuoHupam 34 movpaoBcku 6aHku, om koumo 28
ca C AuueH3 3a u3BopwBaHe Ha mbpzoBcku cgenku B cmpaHama u uy>kbuHa, a 6 - ca
knoHoBe Ha uy>kgecmpaHHuU 6aHku.

Obwama cyma Ha akmuBume Ha 6aHkoBama cucmema e 32.851 mApg. AB. B kpas
Ha gekemBpu 2005 2., koemo npegcmaBasBa yBeauueHue om 31.8% cnpamo couwius
nepuog Ha npegxogHama 20guHa.

OuHamMmunka Ha geno3nTHaTa 6asa
Deposit Base Dynamics

(mMnipA. 1B.)
(BGN Billion)
e

Opyrm O6wo
Other Total

Ieno3umHama b6a3a, uamepeHa ¢ npuBaeueHume cpegcmBa om Hedu-
HaHcoBu uHcmumyuuu omb6eass3Ba pocm om 22.2% npe3 2005 2. 3a
pasauka om npegxogHume 20guHu, Hau-6bp30 HapacmBam cpoyHume
Broz208e - ¢ 34.3%, a Hal-6aBHo - 6e3cpouHume — ¢ 11.2%. [JeHOMUHu-
paHume B eBpo u AeBa cpouHu Broz2oBe ce yBeauuaBam cbomBemHo C
41.8% u 37.8%, gokamo cymama Ha 6e3cpouHume BrozoBe B eBpo gopu
HamansBa B HomuHanHO u3pakeHue. 3abaBsHemo Ha pbcma Ha geno-
3umHama 6a3a cnpsamo npegxogHama 20oguHa e obekmuBeH npouec, HO
Bce owe memnbm My e 3HauumeAHo no-Bucok om HomuHaAHomo YyBe-
AuyeHue Ha BBIN. MNMpomsaHama 8 cmpykmypama Ha geno3umHama 6asa
B nocoka Ha yBeauuaBaHe gena Ha cpoyHume geno3umu ompa3ssBa pac-
mawomo goBepue B 6aHkoBama cucmema u ckaoHHOCMMa Ha genoau-
mopume ga npegocmaBsm cBobogHume cu cpegcmBa 3a OMHOCUMEAHO
No-gbAb2 nepuog.




THE BULGARIAN
BANKING SECTOR IN 2005

At the year-end 2005 there functioned 34 commercial
banks in the country, 28 of which licensed for concluding
deals home and abroad, and 6 foreign banks’ branches.

The total amount of the assets in the banking system was
BGN 32.851 billion at the year-end 2005, representing an
increase by 31.8% against the same period the previous
year.

The deposit base measured by the publicly attracted funds
from non-financial institutions marked an increase by
22.2% in 2005. Unlike in previous years the term deposits
rose the fastest — by 34.3%, and the demand deposits the
slowest - by 11.2%. The term deposits denominated in Euro
and BGN increased by 41.8% and 37.8% respectively, while
the sum of demand deposits in Euro even decreased in
nominal terms. The decrease in the growth of the deposit
base against the previous year is objective, but its rate is
still significantly higher than the nominal increase of the
GDP. The changed structure of the deposit base in the
direction of increasing the share of term deposits reflects
the growing trust in the banking system and the depositors’
proneness to provide their available funds for a relatively
longer period.

OnHamuka Ha kpeguTuTe 3a HOU
Dynamics of the Loans to NFl's

(mMnpA. n..)

(BGN Billion)
D e —————

Opyru O6wo
Other Total




BbATAPCKMAT BAHKOB
CEKTOP

NPE3 2005 TOAWHA

0 d0g0 g0

JduHamuuHomo pas3Bumue Ha 6aHkoBama cucmema npe3 nocaegHume 20-
guHU u AaBuHOObBpasHusm pbcm Ha akmuBHume onepauuu BHacam Hec-
mabunHocm B ukoHomuueckume ouakBaHus u nopakgam puckoBe 3a 6bge-
wama cmabuaHocm Ha makpoukoHoMuueckomo pas3Bumue Ha cmpaHama.
Emo 3awo om Hayanomo Ha 2005 2. BHB npuaoku nakem om mepku 3a
ozpaHuyaBaHe pvcma Ha BompewHus kpegum.

Hemnume kpegumu Ha HOW u gpyau kaueHmu B8 kpas Ha 2005 2. gocmuzHaxa
17.737 mApg. AB., koemo npegcmaBasBa yBeauueHue om 32.9% cnpsimo ge-
kemBpu 2004 2. Bobnpeku ue ce HabalogaBa u3BecmHo 3agvprkaHe Ha kpe-
gumHama ekcnaH3usi Ha mbp2oBckume 6aHku, memnbm Ha HapacmBaHe
ocmaBa Bucok. Hau-6bp30 e HapacmBaHemo Ha kpegumume, geHOMUHUpaHu
B eBpo. B kpas Ha 2005 2. AeBoBama um paBHocmouHocm e 7.752 MApg. AB.,
koemo npegcmaBasBa pocm om 38.8% cnpsmMo npegxogHama 20guHa.

Tou kamo npegnpuemume npe3 2005 2. oegpaHU4YUMeAHU geucmBus Ha UeH-
mpaAHama b6aHka umaxa vacmuueH ycnex, 8 Hauanomo Ha 2006 2. BHB
NPUAOKU goONbAHUMEAHU Mepku, ueAswu HamaAsBaHe pbcma Ha akmuBHume
onepauuu Ha mopz2oBckume 6aHku ¢ HeduHaHCOBU kaueHmu.

MacupaHomo kpegumupaHe okasa BausHue u Bopxy ueHume Ha kpegumu-
me, kamo 2u Hamaau 3HauumenHo. Om gpyza cmpaHa, koHkypeHuusma
meXkgy 6aHkume u guHamukama Ha mekgyHapogHume ¢uHaHcoBu nasapu
He no3BoAu HamaAneHue Ha AuxBeHume HuBa no npuBaeueHume cpegcmBa. B
pe3yamam, npouecbm Ha cBuBaHe Ha cnpega u HamaAeHuemo Ha HemHama
AuxBeHa goxogHocm 3anasu guHamukama cu u npes 2005 e.

CBuBaHemo Ha AuxBeHusi cnpeg npuHy>kgaBawe mvpz2oBckume 6aHku ga
mopcsim HayuHu 3a yBeauuaBaHe Ha epekmuBHocmma cu, upes3 paswups-
BaHe Ha geuHoCcmmMa U/uAU onMUMU3UPaHe Ha pasxogume Ccu.



The dynamic development of the banking system of late and the
avalanche of asset side operations bring instability to the economic
expectations and engender risks to the future stability of the country’s
macroeconomic development. This is why the BNB has as of 2005
applied a pack of measures for limiting the growth of the internal
debt.

The net loans to NFI's and other customers as at the end of 2005
reached BGN 17.737 billion, representing an increase by 32.9% against
2004. Despite a certain restraining of the credit expansion of commercial
banks the growth rate remains high. The EUR loans increase the fastest.
Their BGN equivalent was BGN 7.752 billion as at the year-end 2005,
being a growth by 38.8% against the previous year.

Since the limitations of the Central Bank had partial success, it has
started adopting additional measures in 2006 aiming at decreasing the
banks’ growth of asset side operations with non-financial customers.

The mass lending has also influenced the prices of loans by considerably
decreasing them. On the other hand, the competition among banks and
the dynamics on the international markets did not allow decreasing
the interest levels under the attracted funds. As a result of that, the
processes of decreasing the spread and the net interest profitability
have maintained their dynamics in 2005.

OvHaMuka Ha cnpega mexay NIMXBUTE MO KPaTKOCPOUHM
KPeauTu U CPOYHM Oeno3uUTU B nesa

Dynamics of the Spread between the Interests under
(%) Short-Term Loans and Term Deposits in BGN

2005

THE BULGARIAN
BANKING SECTOR
IN 2005




OBLLIMHCKA BAHKA Al -
OCHOBHM AKLIEHTH

YupegeHa npe3 anpuA 1996 2. kamo yHu-
BepcanHa mopz2oBcka baHka.

PezucmpupaH kanumaa: 25,000,000 AB.
PasnpegeneH 8 2,500,000 o6ukHOBeHU,
HaAUYHU, NOUMEHHU akuuu ¢ npaBo Ha
2Aac, ¢ HoMmuHaAHa cmouHocm 10 AB.

AkuuoHepu:
CmoauvHa obwuHa 67.0%
16 obwuHcku ¢dupmu u mopaoBcku gpykecmBa 30.1%
19 06w uHU 2.9%

BaHkoB AuueHs:
AuueH3 om Bbazapckama HapogHa 6aHka 3a u3BopwBaHe Ha Bcuuku 6aHkoBu
u puHaHcoBu cgenku B cmpaHama u uy>kbuHa.

YneHcmBa:

- Acouuauus Ha mbpz2oBckume baHku B8 Penybauka Bbazapus
- Boazapcka ¢oHgoBa bopca ALl

- LlenmpaneH genosumap A

- MasterCard Incorporated

AuueH3su:
- AuueH3aupaH nopBuyeH guaop Ha gbpkaBHu ueHHU kHuxka
- AuueHaupaH uHBecmuuuoHeH nocpegHuk 3a onepauuu ¢ kopnopamuBHu ueHHU kHuka
- A\uueH3 3a onepamop ¢ enekmpoHHU gebumHu u kpegumHu kapmu ¢ MecmeH
u MexkgyHapogeH gocmbn
- KacoB u3anbAHUMeEA Ha mecmHu blogxkemu
- AuueHsupaHa 6aHka-nonevumea no kogekca 3a couuanHo ocuzypsiBaHe

PelmuHa:

Ha 31.08.2005 2. mexkgyHapogHama peumuHzoBa azeHuus Standard & Poor’s nybaukyBa
gbA2ocpoUeH koHmpazeHmeH kpegumeH peumuHz Ha O6wuHcka 6aHka Al “BB-" (ompu-
uamenHa nepcnekmuBa).



MUNICIPAL BANK PLC -

Established in April 1996 as a

MAIN HIGHLIGHTS sl sommercal bank

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

Shareholders:

Municipality of Sofia 67.0%
16 Municipal and Private Companies 30.1%
19 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

- Central Depository AD

- MasterCard Incorporated

Licenses:

- Licensed primary dealer of government securities

- Licensed investment intermediary for corporate securities trading

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

- Licensed custodian bank under the Social Security Code

Rating:
Standard & Poor’s international rating agency published Municipal Bank PLC’s Long-Term
Counterparty Credit Rating of “BB-" (negative outlook) on 31.08.2005.



MEXXAYHAPOAHH ONEPALIAN

U CbTPYAHUYECTBO

BaHkama noA3Ba MHO206poliHU
- CPEgHOCPOYHU U gbA20CPOYHU kpegumHu AuHuu 3a ekcnopm-
HO, NpoekmHO u obwoueneBo ¢uHaHcupaHe om nbpBokAacHu
uy>kgecmpaHHu puHaHcoBu uHCMuUMyuUuu;

- kpegumHu obaekueHus 3a mbpz2oBcku u dopekec onepauuu,
npegocmaBeHu om mpaguuuoHHU napmHbopu kamo Bank of
New York, USA; Fortis Bank, Brussels; Raiffeisen Zentralbank,
Vienna; Bank Austria AG, Vienna; Depfa Investment Bank
Limited, Cyprus; Ceskoslovenska Obhodni Banka, Prague;
ING, Amsterdam; Unicredito Italiano, Milan; UBS, Zurich u gp.

BaHkama e usgpaguna kopecnoHgeHmcku omHoweHuUsi ¢ Hag
250 6aHku om usia cBsam.

Bankama yuacmBa kamo azeHm, Bogew, ¢uHaHCOB KkoHCyA-
maHm u obcay>kBawo 38eHo B 2onemu uHBECMUUUOHHU Npo-
ekmu:

- nbpBama eBpoobAuzauuoHHa emucus B8 BvAzapus, Ha cmou-
Hocm 50 MAH. eBpo, cmapmupaHa om CmoAuvyHa obuwuHa
npe3 1999 z.;

- npoekma 3a paswupsBaHe Ha coduuckomo mempo — kom-
naekcHo npoekmHo ¢uHaHcupaHe Ha cmouHocm 12.894 MApg.
UeHu, omnycHamo om AnoHckama 6aHka 3a meXgyHapogHo
cbmpygHuU4ecmBo;

- npoekma 3a pexabuaumauus Ha CMOAUYHUSA obuecmBeH
2pagcku mpaHcnopm — ¢ omnycHamu om EBBP cpegcmBa 8
pa3mep Ha 35 MAH. eBpo;

- BogHama koHuecus Ha CmoauvyHa 0BwuHa — PuHaHcupaHe
om EBBP B8 pasmep Ha 31 mAH. eBpo;

- npoekma 3a pexabuaumauusi Ha monAopukauuoHHama cuc-
mema Ha CmoAuvyHa obwuHa — ¢ ¢uHaHcupaHe om CBemoB-
Hama 6aHka B pa3mep Ha 26 MAH. €Bpo;

- npoekma 3a uszpakgaHe Ha BogHonpeuucmBameAHa cmaH-
uus “Bucmpuua” B8 Codus — 2paHm B pasmep Ha 10 MAH.
eBpo, omnycHam om npaBumeAcmBomo Ha AnoHusi.

KnoHoBa mpeXka:
19 knoHa, 25 oduca u 11 omganeueHu pabomHu mecma B8
cmpaHama.



INTERNATIONAL
OPERATIONS AND
COOPERATION

The Bank utilises 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,
provided by traditional partners like the Bank of New York, USA;
Fortis Bank, Brussels; Raiffeisen Zentralbank Austria, Vienna;
Bank Austria AG, Vienna; Depfa Investment Bank Limited, Cyprus;
Ceskoslovenska Obhodni Banka, Prague; ING, Amsterdam;
Unicredito ltaliano, Milan; UBS, Zuerich, etc.

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

The Bank participates as agent, leading financial consultant, and

servicing unit in big investment projects:

- First Eurobond Issue in Bulgaria;

- Extension of the Sofia Underground Project;

- Sofia Transport Investment Programme;

- Sofia Water System Concession;

- Municipality of Sofia Project for Rehabilitating the Heating
System;

- Project for Building the Bistritza Water Purification System
in Sofia.

Branch Network:
Nineteen branches, 25 offices, and 11 remote workplaces in the
country.
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HAA3OPEH

W YNPABUTEAEH
CbBET

Hag3opHuam coBem ce cocmou om mpuma YaeHoBe:

NPEOXOOEH:
(0o 16.09.2005)

Alo6omup MaBnroB
MNpegcegamen Ha HC

BeHuecnaB HukonoB
UnaeH Ha HC

Memvp MkopuHcku
UaeH Ha HC

YnpaBumeaHuam ceB8em ce cbcmou om nemuma uaeHoBe:

HACTOALL:

Bacun BacuneB
MNpegcegamen Ha YC
(om 31.10.2005)

leopau BenoBcku

YUnaeH Ha YC

U usnbAHUMEAEH gupekmop
(om 31.10.2005)

Bacuna MupankoB
UaeH Ha YC u usnbAHUMeAeH gupekmop
(go 06.04.2006 2.)

AnekcaHgop AuueB
UaeH Ha YC u usnbAHUMeAeH gupekmop
(om 12.08.2005)

Buonema CmedaHoBa
UaeH Ha YC u npokypucm
(om 31.10.2005)

HACTOALLL:

Odumumop KoneB
MNpegcegamen Ha HC

Hukudop BaHzenoB
UneH Ha HC

Cnac JumumpoB
UneH Ha HC

NPEAXOAEH:

Baagumup XpucmoB
MNpegcegamen Ha YC
(go 31.10.2005)

BaHna BacuneBa

YneH Ha YC

u 2naBeH usnbAHUMEAEH gupekmop
(go 16.09.2005)

Bacuna MupankoB

YaeH Ha YC u uanbAHUMEAEH gupekmop

AHzen lekoB
YaeH Ha YC u usnbAHUMEAEH gupekmop
(go 12.08.2005)

Bacun BacuneB
YnaeH Ha YC
(go 31.10.2005)



SUPERVISORY AND MANAGEMENT
BOARDS

The Supervisory Board consists of three members:

FORMER:
(Until 16.09.2005)

PRESENT:

Dimitar Kolev
Lyubomir Paviov Chairman
Chairman

Nikifor Vangelov
Ventseslav Nikolov Board Member
Board Member

Spas Dimitrov

Board Member

Peter Djorinski
Board Member

The Management Board consists of five members:

PRESENT:

Vassil Vassilev
Chairman
(As of 31.10.2005)

Georgi Belovski
Board Member and Executive Director
(As of 31.10.2005)

Vassil Piralkov
Board Member and Executive Director
(Until 06.04.2006)

Aleksandar Lichev
Board Member

and Executive Director
(As of 12.08.2005)

Violeta Stefanova
Board Member and Procurator
(As of 31.10.2005)

FORMER:

Vladimir Hristov
Chairman
(Until 31.10.2005)

Vanya Vassileva
Board Member and CEO
(Until 16.09.2005)

Vassil Piralkov
Board Member and
Executive Director

Angel Gekov
Board Member and
Executive Director
(Until 12.08.2005)

Vassil Vassilev
Board Member
(Until 31.10.2005)




OBLYMHCKA BAHKA ARl NPEANATA CAEAHMTE

BAHKOBHW NMPOAYKTU U YCAYTH

CpouHu BnrozoBe B neBa u uy>kgecmpaHHa Baayma
BescpouHu Broz2o08e B neBa u uykgecmpaHHa Baayma:
- checmoBHu

- gemcku BaozoBe
- BAo20Be nog ycnaoBue

PasnaawamenHu cmemku B neBa u uy>kgecmpaHHa Baayma
Pa3snaawaHus B neBa u uy>kgecmpaHHa Baayma
JdokymeHmapHuU onepauuu - omkpuBaHe u obpabomka

Ha gokymeHmapHu akpegumuBu
- usgaBaHe u obpabomka Ha
6aHkoBu 2apaHuuu
- obpabomka Ha uHkaca
- ckoHmupaHe Ha B3emaHus
no akpegumuBu

Onepauuu ¢ uekoBe - usgaBaHe u uHkacupaHe
Ha noumeHHU uekoBe

KpegumupaHe - kpegumu B AeBa u
Ha ¢pupMu u o6wWUHU uy>kgecmpanHa Baayma
- usgaBaHe Ha 6aHkoBu 2apaHuuu
- ynpaBaeHue Ha meXkgyHapogHu
kpegumHu AuHUU 3a npoekmHo
u ekcnopmHo ¢uHaHcupaHe
- npsko uHBecmMuUUOHHO
kpegumupaHe;
- kpegumupaHe Ha kaueHmu
€ 0gobpeHu npoekmu no
npoz2pama CAINAP[;
- op2aHu3upaHe, cmpykmypupaHe u
yuyacmue 8 cuHgukupaHo
¢duHaHcupaHe, B8 m.u.
nocpegHuyecmBo u azeHmupaHe
NoO ocuzgypeHo BbHWHO
duHaHcupaHe;

KpegumupaHe Ha 2pa)kgaHu - nompebumencku kpegumu u

unomeyHu kpegumu,
- 0Bbpgpadm no kapmoBu cmemku
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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
Current Account Deposits In BGN and foreign currency
Payments In BGN and foreign currency
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
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 intermediacy and agency
under contracted external finance

Retail - Consumer and housing loans
- Debit and credit cards overdraft
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Onepauuu Ha puHaHCcOBuU na3apu - nokynko-npogak6a Ha Banyma

- apbumpakHu onepauuu

- cgenku ¢ ALK

- onepauuu ¢ kopnopamuBHu
ueHHU kHuka u komneHcamopHu
UHCMpyMeHmu

- geno3umapHa u noneyumencka
geuHocm

®uHaHcoBu koHcyamauuu - nogezomoBka u peanusupaHe
BAHKOBM Ha ¢upmMmu u o6wuHU Ha uHBecmuuuoHHU npoekmu
- nogecomoBka u peanusupaHe

NMPOAYKTH Ha 0BAU2AUUOHHU 3aemu

- koHcyamauuu npu npucvkgaHe
H 9CAYTH Ha kpegumeH peumuH2

- gpyau cneuuduyHu ycAyau

MHumepHem 6aHkupaHe - usBvpwBaHe Ha nNAawaHUs UAU
gpyau puHaHcoBu onepauuu om
oduca uAau goma Ha kaueHma

- nonyyaBaHe Ha akmyaAHa
b6aHkoBa uHdopmauus

N3gaBaHe - gebumHu kapmu “Cirrus/Maestro”

Ha enekmpoHHu 6aHkoBu kapmu u kpegumnu kapmu “MasterCard”
C MecmeH u meXkgyHapogeH
gocmbn;

- npegocmaBsHe Ha oCHOBHu
U gONbAHUMEAHU YCAy2u:
- npeBeXkgaHe Ha pabomHu 3anaamu,

NeHcuu, cCmuneHguu u gp.

+ nAawaHe Ha cmoku u ycayau upes
NOC mepmuHanHU ycmpoucmBa
no kapmoBu cmemku

- u3BvpwBaHe Ha komyHaAHU u
gpyau nAawaHus upe3
MHumepHem, 6ankomam u
menedoH u gp.

- 3acmpaxoBaHe Ha kapmo-
gbpXkameAume Ha 3AamHU U
6usHec kpegumHu kapmu npu
nomyBaHe B uy>kbuHa.

Tpesop - obwecmBeH
- gEeHOHOWEH

Aucmpubyuusa Ha egpo
Ha HaAUYHU hapu4Hu cpegcmBa

NukacoBo o6caykBaHe - uHkacupaHe Ha napuyHu
cpegcmBa uAu gpyau UeHHU
npamku om obekmu Ha kaueHmu
ypes cneyuaAusupaH mpaHchopm
u oxpaHa

KacoBo o6caykBaHe
Ha peny6aukaHckus
u MecmHu 6log>kemu



BANKING
PRODUCTS
AND SERVICES

Financial Markets Operations - Foreign exchange
- Arbitrage
- Treasury bills and bonds operations
- Corporate securities operations and
compensatory instruments
- Depository and custody services

Financial Advisory Services - Investment projects

to Corporate Customers - Bond issues

and Municipalities - Advisory services under credit rating
assignment

- Other specific services

Internet Banking - Payments from the customers’

offices or homes
- Receiving up-to-date banking
information

Bank Cards - Domestic and international
“Cirrus/Maestro” debit cards and
“MasterCard” credit cards;

- Rendering of general and

supplementary services:
- payment from card account of
payroll, pensions, scholarships, etc.

- payment of goods and services
through POS-terminals

- payment of public utilities and other
bills via Internet, ATM’s, by phone,
etc.

- insurance of gold and business
credit cardholders when traveling
abroad

Safe Boxes - Public
- 24-hour service

Wholesale Distribution
of Available Funds

Cash Collection Cash and Valuables Collection from
customers’ offices or homes via
specialised transportation and security
officers

Central and Local Budgets Servicing
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NPETAER HA AEMHOCTTA

BAAAHCOBU NOKA3ATEAU U DUHAHCOB PE3YATAT

PeanusupaHume npe3 2005 2. npuxogu om AuxBu u guBugeHmu ca B pasmep
Ha 28,325 xun. AB., koemo npegcmaBasBa HapacmBaHe om 12.6% cnpsmo
npegxogHama 2oguHa. Pa3xogume 3a AuxBu cvowo 6enexkam yBeAuueHue, HO ¢
no-Hucvk abcoAlomeH pbcm om mo3u Ha npuxogume. 3a 2005 2. ca HanpaBeHu
pasxogu om 7,921 XxuA. AB., uau yBeauueHue ¢ 43.2%. OcHoBHama npuyuHa 3a
moBa ca HapacHaAume ¢ 57.8% pasxogu no npuBAuvyaHe Ha CpPOYHU geno3u-
mu om HeduHaHcoBu uHCcmumyuuu, kakmo u yBeAuueHuemo Ha pasxogume
3a AUXBu no goA2O0CpPOYHU 3aeMHU cpegcmBa ¢ 32.5%. B peayamam Ha moBa
HemHusm AuxBeH goxog B kpas Ha 2005 2. gocmuza 20,404 xuA. AB., koemo
e ¢ 4% noBeue om gekemBpu 2004 2. CaegBa ga ce ombenexku, ue Ha poHa
Ha ocmpama 6aHkoBa koHkypeHuus u Hamucka 3a cBuBaHe Ha cnpega mexXgy
AuxBeHume npoueHmu no kpegumume u geno3umume mo3u $GuHaHCOB pe3yA-
mam MoxXe ga ce cyuma 3a cbwecmBeH ycnex.

Mpuxogume om makcu u koMucuoHu cbwo ombens3Bam caab pbvcm om 0.5%.
Takcume 3a obcaykBaHe Ha geno3umu ce yBeauuaBam go 5,327 xuA. AB., uAau
c 22.7%, koemo ususino komMneHcupa HaMmaAeHUemo No ocmaHaAume no3uuuu.
Mpuxogume om o6cAaykBaHe Ha kpegumu ce cBuBam ¢ 23.4% go 712 XuA. AB.
2AaBHo nopagu pecmpukmuBHama kpegumHa noAumuka Ha 6aHkama u Hama-
AeHuemo Ha kpegumHus U nopmdeun cnpsamo 2004 2.

U3BPAHN NOKASATEAW*

(B XHA. AB., OCBEH AKO HE E MOCOYEHO [IPYI0)

BanaHc 31.12.2005
AkmuBu 464 835
Kpegumu 3a HepuHaHCOBU kaueHmu 157 637
MNMpuBaeueHu cpegcmBa om HeduHaHCOBU kaueHmMu 349 817
CobcmBeH kanuman 41 266
Meuanba 3 565
Pecypcu (6poil)

MNMogeneHus B cmpaHama (kaoHoBe u oducu) 55
Bpou kaueHmu 221 639
lMepcoHan 714
dowepHu komnaHuu 0

*CvanacHo MeXkgyHapogHume cuemoBogHuU cmaHgapmu.
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REVIEW

OF MUNICIPAL BANK'S ACTIVITY

BALANCE SHEET INDICATORS AND FINANCIAL RESULTS

The interest and dividend incomes realised in 2005 amounted to BGN 28,325,000
representing an increase by 12.6% against the preceding year. The interest
expenses and similar charges also mark an increase but by a lower absolute
growth than that of the incomes. Expenses for BGN 7,921,000 have been accrued
in 2005 - an increase by 43.2%. The main reason behind this are the expenses
for attracting term deposits from non-financial institutions having increased by
57.8%, as well as the increase by 32.5% of the interest expenses under long-
term borrowings. As a result, the net interest margin reached BGN 20,404,000 at
the year-end 2005, being 4% higher than in December 2004. It should be noted
that against the background of the tough banking competition and the pressure
for shrinking the spread between the interest levels under the loans and deposits
this financial result may be considered as a considerable success.

The fee and commission incomes also mark a weak growth by 0.5%. The
deposit maintenance fees rise to BGN 5,327,000, or by 22.7%, which completely
compensates for the decrease in the other items. The loan servicing fees shrink
by 23.4% to BGN 712,000 mainly due to the Bank’s restrictive lending policy and
to the decrease in its loan portfolio against 2004.

FINANCIAL HIGHLIGHTS *

(BGN 000 UNLESS OTHERWISE STATED)

Balance 31.12.2005
Assets 464 835
Loans to Non-Financial Customers 157 637
Funds Attracted from Non-Financial Customers 349 817
Own Capital 41 266
Profit 3 565
Resources (Number of)

Branches and Offices 55
Customers 221 639
Personnel 714
Subsidiaries 0

*In accordance with the International Accounting Standards.
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MNMpogorkaBa meHgeHuusma Ha yBeauuaBaHe Ha peHmabuAaHocmma. B pedyamam Ha geul-
Hocmma yucmama neuvanba Ha 6aHkama gocmuzHa 3,565 XxuA. AB. u e HapacHana ¢ 19.9%
cnhpamo 2004 2oguHa, Cb2AacHO MexkgyHapogHume cmaHgapmu 3a ¢puHaHcoBo omuumaHe.

Kom kpas Ha 2005 2. akmuBume Ha O6wuHcka 6aHka ALl gocmuzHaxa 464,835 xua. AB.
HamaneHuemo cnpsmo npegxogHama 2oguHa e B paamep Ha 6,089 xuA. AB. uau 1.3%. Hama-
AeHUemo ce gbAku om egHa cmpaHa Ha HezamuBHume edekmu, nopogeHu om nybAauuHama
guckycus 3a cobcmBeHocmma Ha 6anHkama B Hauanomo Ha 2005 2. u pecmpukmuBHama
kpegumHa noAumuka.

B kpas Ha 2005 2. cobcmBeHusm kanumaa Ha 6aHkama e 41,266 xuA. AB., koemo e ¢ 5.8%
noBeue om kpasa Ha 2004 2. OcHoBHama npuyuHa 3a yBeAuvyeHuemo € omuyemeHus NOAOXKU-
meAeH ¢uHaHCoB pesyamam.

NMPUBAEYMEHU CPEACTBA, APEBHO U KOPINMOPATUBHO BAHKUPAHE

Mpe3 2005 2. Hacmonuxa uzBecmHu usameHeHus 8 cmpykmypama Ha nacuBa Ha 6aHkama. [le-
no3umume om 6aHku gocmuzHaxa 8,553 xuA. AB. B kpas Ha gekemBpu, koemo npegcmaBasBa
yBeauueHue om 0.8% cnpamo kpas Ha 2004 2.

MpuBAeueHume cpegcmBa om HeduHaHcoBu kaueHmu' gocmuzHaxa 349,817 xuA. AB., koe-
mo B cpaBHeHue ¢ omuemeHume B kpasa Ha 2004 2. 360,271 XuA. AB. e HamaneHue om 2.9%
uau 10,454 xua. AB. HamaneHuemo ce gbaku u3usAo Ha BGescpouHume geno3umu, koumo ce
cBuBam c 11.1%. Bonpeku HamaneHuemo ce nogobpsiBa mamypumemHama cmpykmypa Ha
nacuBa, mou kamo cpouyHume geno3umu omb6ens3Bam 3HauumeAeH pbcm om 20.3% npe3
20guHama.

B kpas Ha 2005 2. 6e3cpouHume Baro2oBe npegcmaBasBam 62.5% om Bcuuku geno3umu (70%
B kpas Ha 2004 2.) Om gpyzaa cmpaHa cpoyHume geno3umu yBeauuaBam geaa cu om 23.8%
npe3 gekemBpu 2004 2. go 29.5% B kpas Ha 2005 e.

Bankama npogonku ga paswupsBa kauenmckama cu 6a3a. bposm Ha geno3umHume cmemku
Ha epadkgaHu u gomakuHcmBa B kpas 2005 2. gocmuzHa 250,458 koemo e yBeAuueHue om
6.3% cnpamo 31 gekemBpu 2004 2. B peayaAmam Ha ychewHama noAumuka u HapacHaAomo
goBepue Ha kaueHmume geanbm Ha gpebHomo 6aHkupaHe B npuBaeueHume cpegcmBa om
HepuHaHCOBU uHCmMumMyuuu npogbAku ga ce yBeauuaBa u gocmuzHa 35.5% B kpas Ha 2005
2. (29.1% B kpas Ha gekemBpu 2004 2.).

OmHocumenHume gsinoBe Ha npuBaeueHume cpegcmBa om kopnopamuBHu kaueHmu u mecm-
Hu 6log>kemu HamansBam cbomBemHo go 37.6% u 26.9% npe3 gekemBpu 2005 2. (coomBem-
HO 38.1% u 32.8% B kpas Ha 2004 2.).

BaHkama akmuBHo usnoasBawe Bv3amoXkHocmume 3a ¢uHaHcupaHe, koumo npegocmaBam
mMexkgyHapogHume na3apu. baazogapeHue Ha npucbgeHus U Bucok meXkgyHapogeH peumuHgz,
kakmo u Ha mpaguuuoHHume Bpb3ku ¢ nvpBokaacHu uykgecmpaHHu 6aHku ce ocuzypu
Heobe3neueH gbA20CPOYEH pecypc npu u32ogHU ycAoBusi, kamo npu moBa ce 6anaHcupa u
MamypumemHama cmpykmypa Ha nacuBa.

B kpas Ha 2005 2. ObwuHcka 6aHka ALl e npuBaskaa nog popmama Ha HeobesneueHu kpegu-
mu gbA20cpoueH pecypc B obem om 54,053 xun. AB. B Hezo ce BkalouBam ycBoeHume kpegu-
mu om nvpBokAaacHu uy>kgecmpaHHu 6aHku u gpyau ¢uHaHcoBu uHCcmumyuuu B pasmep om
53,474 xun. AB. (AeBoBa paBHocmouHocm Ha 27,341 xuA. eBpo), koumo HapacmBam c 3.8% B
cpaBHeHue ¢ npegxogHama 2oguHa.

OcBeH gbAzocpouHusi pecypc baHkama e npuBaskaa u kpamkocpouHu 3aemHu cpegcmBa B
pasmep Ha 7,867 XuA. AB., om koumo 7,735 xuA. AB. (AeBoBama paBHocmolHocm Ha 3,954
XUA. eBpo) ca om uykgecmpaHHU koHmpazeHmu, koemo npegcmaBaaBa yBeauueHue om 30.9%
chpamo gekemBpu 2004 2.

' KoM npuBaeueHume cpegcmBa om HOW ca gobaBeru u genosumume Ha DU



The trend of increasing the profitability remains. As a result of its operations,
the Bank’s net profit reached BGN 3,565,000, rising by 19.9% against 2004,
under the IFRS.

The Assets of Municipal Bank PLC as at 2005 reached BGN 464,835,000. The
decrease against the preceding year is by BGN 6,089,000 or 1.3%. It is due to
the public discussion around the Bank’s ownership at the beginning of 2005 and
the restrictive lending policy.

The Shareholders’ Equity at the end of 2005 was BGN 41,266,000, being 5.8%
more than the year-end 2004. The increase is owing to the positive financial
result reported.

ATTRACTED FUNDS, RETAIL AND CORPORATE BANKING

Certain changes may be noticed in the Bank’s liabilities structure in 2005. The
deposits from banks reached BGN 8,553,000 as at the end of December, which
is an increase by 0.8% against the year-end 2004.

The funds attracted from Non-Financial Customers' reached BGN 349,817,000,
which represents a decrease by 2.9% or BGN 10,454,000 against the BGN
360,271,000 reported in 2004. The drop is entirely due to the demand deposits
shrinking by 11.1%. Nevertheless, the liabilities’ maturity structure has been
improving, because the term deposits marked a considerable growth by 20.3%
throughout the year.

The demand deposits occupied a share of 62.5% of all deposits (70% at the
year-end 2004). On the other hand the term deposits have increased their share
from 23.8% in December 2004 to 29.5% at the year-end 2005.

The Bank has kept on expanding its customer base. The number of deposit
accounts of individuals and households reached 250,458 at the year-end 2005,
which is an increase by 6.3% against 31.12.2004. As a result of the successful
policy and improved customer trust the share of the retail banking in the funds
attracted from NFI's went on increasing and reached 35.5% at the end of 2005
(against 29.1% at the end of December 2004).

The shares of the funds attracted from corporate customers and local budgets
decreased to 37.6% and 26.9% respectively in 2005 (against 38.1% and 32.8%
at the year-end 2004).

The Bank actively used the financing possibilities offered on the international
markets. Due to the high international credit rating assigned to the Bank and its
traditional relations with first-rate banks non-collateralised resource was provided
at favourable terms, thus also balancing the Liabilities’ maturity structure.

Municipal Bank PLC has attracted long-term resource in the form of non-
collateralised loans at a volume of BGN 54,053,000 at the year-end 2005.
It included the loans utilised from first-rate foreign banks and other financial
institutions to the amount of BGN 53,474,000 (BGN equivalent of EUR 27,341,000),
rising by 3.8% against the previous year.

Apart from the long-term financial resource, the Bank has also attracted
short-term funds amounting to BGN 7,867,000, of which BGN 7,735,000 (BGN
equivalent of EUR 3,954,000) from foreign contractors, representing an increase

by 30.9% against 2004.

' The deposits from Other Financial Institutions have been added to the data
on the Non-Financial Institutions.
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AKTUBHMU ONEPALUM

Ha akmuBume.

Hocm Ha baHkama.

179,406 xuA. AB. B kpas Ha 2004 2. go 157,637 xuA. AB. B kpas Ha 2005 2.

PecmpukmuBHama kpegumHa noAumuka Ha 6aHkama goBege go 3agvbp)kaHe Ha npo-
gaxkbume Ha npogykmu, cBvp3aHu ¢ akmuBHume onepauuu. ToBa B nbAHa cmeneH ce
omHacsi 3a kopnopamuBHume kaueHmu, gokamo npogakbume Ha 2pakgaHu u goma-
kuHcmBa npogoakuxa ga HapacmBam u B kpas Ha 2005 2. me Beue 3aemam 13% om
kpegumHus nopmdeun (9% B kpasa Ha 2004 2.) u ocmaBam Hau-nepcnekmuBHusa busHec

ceameHm B8 cmpaHama.

B ycnoBusma Ha guHamuuyHa nasapHa cpega ObuwwuHcka 6anka AL ¢okycupa Bvpxy
nocmuz2aHe Ha onmuMaAHa goxogHOCM Ha onepauuume Npu OMHOCUMEAHO Hucbk puck

B kpas Ha 2005 2. napuyHume cpegcmBa u cmemkume 8 BHB ce yBeauuaBam ¢ 4% u
gocmuzam 52,464 xun.AB. MNMpegocmaBeHume pecypcu u geno3umu Ha 6aHku 6eaexkam
pvcm om 20%, kamo gocmuzam 78,285 xun. neBa u ocuzaypssBam Bucokama AukBug-

MNMoAaumukama Ha 6aHkama, kosmo caegBawe noanumukama Ha BHB 3a ozpaHuuaBaHe
pbcma Ha kpegumupaHemo, goBege go HamansBaHe cymama Ha HemHume kpegumu om

CTpyKTypa Ha KpeauTuTe No CeKTOpU CTpyKTypa Ha KpeauTuTe No CeKTopu

KbM Kpas Ha 2004 r.
Loan Structure by Sector
as at Year-End 2004

[omakuHcTBa 1
humsmyecku nuua
Households and

KbM Kpas Ha 2005 r.
Loan Structure by Sector
as at Year-End 2005

3.2%

2 400 N 13.0%
B 0

Individuals

YacTtHu dompmm
Private Enterprises

[bpxaBHW NpeanpusTus
State-Owned Enterprises

[bpxaBHus GromxeT 0
State Budget 76.4%

83.6%

Kpegumume 3a kopnopamuBHu kaueHmu® npegcmaBasBam 83.8% om kpegumHus nopmdeun
Ha 6ankama. B ompacaoBama cmpykmypama npe3 2oguHama HacmvbnBam usBecmHu us-
MeHeHus. Hal-2onam gan 3aemam ompacAume “Ycayau” ¢ 24.5%, “TopezoBus” ¢ 20.7% u
“NMpomuwaeHocm” ¢ 19%. Bonpeku Bucokus cu omHocumeAeH gaa ompacAume “TopzaoBus”
u “NMpomuwAeHocm” 3HAYUMEAHO HamaAsBam geAa cu (HamaAeHus cbomBemHo om 5.8% u
3%) 3a cmemka Ha ompacAume “Ycayeu” u ¢usuueckume Auua (yBeauueHus cbomBemHo
om 2.6% u 4%). Mo mo3u HauuH 6aHkama cvymsaBa no-gobpe ga guBepcuduuupa obwama cu
ekcnosuuusa u cbomBemHo nogobpsBa puckoBusi cu NpoduA.

B nocaegHume 2oguHu ueHume Ha kHukama ¢ ¢ukcupaH goxog beaexkexa noCcmosHHO yBeAu-
yeHue u baHkama peaausupa 3Hauyum goxog, HO ovyakBaHusma ca 3a obpbuwaHe Ha MeEHgEH-
uusma. Emo 3awo O6wuHcka 6aHka ALl owe npe3 2005 2. 3anoyHa ga cbkpawaBa nopm-
¢deuna cu om ALIK. LleHHume kHuxka 3a mvpayBaHe HamanaBam ¢ 2,722 xuA. AB. (-1.8%) kamo
gocmuzam 150,689 xuA. AB. B kpas Ha gekemBpu 2005 2. u ¢ moBa 3aemam gaAn om 32.9%
om akmuBume. 3a cpaBHeHue B kpas Ha 2004 2oguHa ca buau 32.6%. OcHoBHama yacm om
gbp>kaBHume ueHHU kHwka geHoMuHupaHu B AeBa ca npugobumu u ce u3noA3Bam 3a 06e3-
neyaBaHe Ha npuBaeveHume blogkemHu cpegcmBa no cunama Ha 3akoHoBume usuckBaHus.

Kom kpas Ha 2soguHama baHkama e usgana 2apaHuuu B pasmep Ha 32,974 xuA. AB.

? Tyk He ca BkaloueHu npegocmaBeHume kpegumu Ha MecmHume 6Glogxkemu.



ASSET OPERATIONS

In a dynamic market environment Municipal Bank PLC focused on achieving a higher rate
of return on the operations at a relatively low asset risk.

The cash and balances with the BNB rose by 4% at the year-end 2005 reaching BGN
52,464,000. The placements and deposits with banks rose by 20% reaching BGN 78,285,000
and ensuring the Bank’s high liquidity.

The Bank’s policy following BNB’s policy of limiting lending growth led to a decrease in the
amount of net loans to BGN 157,637,000 at the year-end 2005 against BGN 179,406,000
for 2004.

The Bank’s restrictive policy led to holding back the sale of products connected with the
asset side operations. This is true to the highest degree for the corporate customers the
sales to individuals and households kept on increasing and at the end of 2005 occupied
13% of the loan portfolio (against 9% for 2004) and remained the most perspective
business segment in the country.

The loans to Corporate Customers® take 83.8% of the Bank’s Loan Portfolio. Certain
changes have occurred to the economic sector structure throughout the year. The
highest shares are occupied by the “Services” (24.5%), “Trade” (20.7%) and “Industry”
(19%). Despite their high relative shares, the sectors of “Trade” and “Industry” have
considerably lowered their shares (by 5.8% and 3% respectively) at the expense of the
“Services” and Individuals (which have risen by 2.6% and 4% respectively). The Bank has
thus managed to better diversify its general exposure and improve its risk profile.

The prices of fixed income securities have shown constant increase in the past years
and the Bank realised considerable income, but a reversal of the tendency is expected.
This is why Municipal Bank PLC has even in 2005 started diminishing its Government
Securities portfolio. The trading securities have decreased by BGN 2,722,000 (-1.8%)
reaching BGN 150,689,000 at the end of December 2005 occupying 32.9% of the Assets
(against 32.6% in 2004). The major part of Government Securities denominated in BGN
have been acquired and used as collateral of the attracted budget funds under the
legislative requirements.

The Bank has issued guarantees for BGN 32,974,000 as at the year-end 2005.

% Not including the loans to local budgets.

OtpacnoBa CTPyKTypa Ha KpeauTuTe OtpacnoBa CTPYKTypa Ha KpeanTuTe
KbM Kpas Ha 2004 r. KbM Kpas Ha 2005 r.
Loan Portfolio Structure by Economic Branch Loan Portfolio Structure by Economic Branch
as at the Year-End 2004 as at the Year-End 2005
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HOBA MHOOPMALIMOHHA CUCTEMA

MNMpe3 2005 2. bewe HanpaBeHa cepuo3Ha kpauka koM peasusupaHemo Ha Bu-
cokoedpekmuBHa uHbopmauuoHHa cucmema. [lpe3 uemBvopmomo mpumecevue
Ha 2oguHama cuemoBogHama copmyepHa cucmema bewe nogmeHeHa C HoBa
uHdopMauuoHHa cucmema € ueHmpaAusupaHa apxumekmypa, kosmo no3BoasBa
nogxogswia npomsHa B kanoHoBama mpexka, maka ue ga ce nocmuzgHe >kenaHama
mbpzoBcka opueHmauus Ha Bcuuku cmpykmypu Ha 6ankama.

MEXAYHAPOOHA NEVHOCT U PEUTUHT

Pasamepbm Ha kopechoHgeHmckama mpexka ce onmumu3dupa u cbomBemcmBa-
we Ha mbpz2oBckume B3aumoomHoweHus Ha kaueHmume Ha 6aHkama. KopecnoH-
geHmckama mpexka e msacHo 06Bbp3aHa ¢ uHmezpauyuoHHume npouecu 8 EBpo-
neuckus cvlo3 u no3BoasBa u3BbpwBaHe Ha pasnsawaHusma B8 kpamku cpokoBe
U C MUHUMYM pa3sxogu.

Baaz2ogapeHue mpaguuuoHHO gobpume cu no3uuyuu baHkama cvyms ga npuBaeue
Heobe3neueHu kpegumHu AuHUU om nvpBokaacHu uy>Xkgu 6aHku. 3a moBa cnocob-
cmBa B 3HauumeAHa cmeneH MHO20 gobpama oueHka 3a pabomama Ha 6aHkama,
gageHa om meXkgyHapogHama peumuH2oBa azeHuus Standard & Poor’s.

Kom 31.12.2005 2. npucbgeHusm gobA2ocpoyeH koHmpazeHmeH peumuHz2 Ha O6-
wuHcka 6anka ALl e “BB-” HezamuBHa nepcnekmuBa. OueHkume Ha az2eHuusma
ca, ye kanumanoBume cbomHoweHuUs ca MHO20 gobpu u ouakBaHusma ca baHka-
ma ga npogbAku uHMeH3uBHomo cu pas3Bumue, 8 m.u. u kamo Augep 8 cekmopa
Ha nybAuvyHUME puHaHCcu.

KAOHOBA MPEXA

Kom 31.12.2005 2. knoHoBama mpexka Ha 6aHkama o6xBawa 55 mouku Ha npu-
cbcmBue, om koumo 19 kaoHa, 25 odpuca u 11 omganeueHu pabomHu mecma.

BaHkoBu kaoHOBe ca pasnonoXkeHu B 2pagoBeme: Codusa (4 kaoHa ¢ mecmo-
HaxokgeHue yA. “Bpabua”, ya. “[enkoaay”, »k.k. “Maagocm” u >k.k. “Aloaun”),
BaazoeBepag, bypaac, BapHa, B. TopHoBo, Oobpuy, KazaHAvk, Kbpgxkanau, AoBeu,
Mazapgrkuk, MaeBeH, MroBguB, Pyce, Cm. 3a2opa, CAauBeH u AMBGOA.

N3HeceHu oducu u3BbH mecmoHaxokgeHuemo Ha 6aHkoBume kaoHoBe ¢yHkuuo-
Hupam B 23 HaceAneHU Mecma, a umeHHo: AceHoBzpag, BomeBzpag, NopHa Opsaxo-
Buua, [1eBHs, KasaHAvk, KupkoBo, Komea, Kbpgrkaau, HegeauHo, Mempuu, Mewe-
pa, Nomopue, CaHgaHcku, CBoze, CeBaueBo, CmonsH, Co3onoa, TBopguua, TposH,
XackoBo, Yenenape, YupnaH u LLymeH.
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NEW INFORMATION SYSTEM

A serious step towards the realisation of a highly efficient information system was
taken in 2005. The accounting software system was changed in the fourth quarter
of the year by a new information system with centralised architecture, allowing
suitable change to be made to the branch network, so that the desired commercial
orientation of all Bank structures is achieved.

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.

The counterparty rating assigned by Standard & Poor’s to Municipal Bank PLC as at
31.12.2005 was “BB-" (negative outlook). The agency’s assessment was that the
capital ratios were very good and the expectations were for the Bank to continue
its intensive development including as a leader in the public finance sector.

BRANCH NETWORK

As of 31.12.2005 the Bank’s branch network encompasses 55 outlets, of which 19
branches, 25 offices, and 11 remote workplaces.

The branches are located in: Sofia (four branches at Vrabcha Str., Denkoglu
Str., in Mladost and Lyulin Residential Districts), Blagoevgrad, Bourgas, Dobrich,
Kazanlak, Kardzhali, Lovech, Pazardzhik, Pleven, Plovdiv, Rousse, Sliven, Stara
Zagora, Varna, Veliko Tarnovo, Yambol.

Remote workplaces outside the premises of the Bank’s branches function in
Assenovgrad, Botevgrad, Chepelare, Chirpan, Devnya, Gorna Oryahovitsa, Haskovo,
Kardzhali, Kazanlak, Kirkovo, Kotel, Nedelino, Peshtera, Petrich, Pomorie, Sandanski,
Sevlievo, Shoumen, Smolyan, Sozopol, Svoge, Troyan, Tvarditsa.
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ANPECH U AMLA 3A KOHTAKT
B LEHTPAAHO YNPABAEHME

OG6wuHcka 6anka A}

yA. “Bpabua” N6
Codus 1000

meA. ueHmpaaa: (+359 2) 93 00 111

www.municipalbank.bg ¢dake: (+359 2) 93 00 270

SWIFT: SOMBBGSF Reuters: SMBK




CONTACT DETAILS — HEAD OFFICE

Treasury

Nikolay Kolev

Tel.: (+359 2) 93 00 212

e-mail: nkolev@municipalbank.bg

International Banking and Financial Institutions
Mariana Strahinova

Tel.: (+359 2) 93 00 184

e-mail: mstrahinova @municipalbank.bg

Lending

Plamen Todorov

Tel.: (+359 2) 93 56 588

e-mail: ptodorov@municipalbank.bg

Corporate Banking

Jordanka Chausheva

Tel.: (+359 2) 93 00 114

e-mail: jchausheva @municipalbank.bg

Bank Cards

Mincho Minchev

Tel.: (+359 2) 93 56 542

e-mail: mminchev@municipalbank.bg

Retail Banking

Rayko Karagiozov

Tel.: (+359 2) 93 56 555

e-mail: rkaragiozov@municipalbank.bg

Administration

Nikoloay Yanev

Tel.: (+359 2) 93 56 511

e-mail: nyanev@municipalbank.bg
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