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AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

REPORT OF THE MANAGEMENT

In 2007 the JSC “Regionala Investiciju Banka” (hereinafter — the Bank) continued its successful growth
process, paying significant attention to the improvement and upgrading of the Bank's internal
processes. During this period the Bank has also increased the number of its Customer, transaction
volumes and all important financial indicators.

Performance of the Bank during the reporting period

In 2007 the Bank’s financial indicators remained stable. The Bank’s profits grew by 72% and totalled
1.007 million LVL, while the ROA profitability indicator was 1.29% and ROE 11.56%. In the reporting
year the Bank’s credit portfolio grew by 31%, while the assets grew by 22%.

In the reporting year, the Bank significantly increased its share capital, which currently totals 8.2 million
LVL. Due to these changes the Bank’s own capital also increased to 10,24 million LVL as of today.

In 2007 there were also several changes in the Bank’s shareholders. In the result of these changes the
Ukrainian joint-stock bank “Pivdenniy” became the biggest shareholder of the Bank owning 89.02% of
the Bank’s shares.

At the start of the year a new accounting program was introduced at the Bank. It ensures faster turnover
of bank transactions, improved and optimised Customer service and increased data security.

In 2007 three new units were introduced in the Bank’s organisational structure: Operational Conformity
Control Department, Records Controlling Department and Remote Customers’ Service Department. The
Securities Department also started active operations. The number of the Bank’'s employees increased
by 19% compared to 20086.

The Bank’s dynamic growth and development is affirmed not just by the growth of the Bank's financial
indicators, but also by the increasing number of Customers, increase by 24% in 2007.

In December the Bank opened a representative office in the Ukrainian city of Dnepropetrovsk, thereby
facilitating future growth in the Bank’s transactions and number of Customers in Ukraine.

Future perspectives

In the first half of 2008, the Bank is planning to offer its Customers financial instruments in the form of
depository and brokerage services and to increase the number of payment cards. It is also planned to
improve Customer service and internal control, and auditing processes, promote access to modern
technologies, and upgrade the Bank's services and products. In 2008 the Bank is planning to open a
branch in Bulgaria. -
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Haralds Aboling Jurijs Rodins
Chairman of the Board, President Chairmadn of the Council

Riga, 18 March 2008
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THE SUPERVISORY COUNCIL AND THE BOARD OF DIRECTORS OF THE BANK

As at 31 December 2007 and as at the date of signing the accounts:

Date of appointment

The Council
Re-elected —
Jurijs Rodins Chairman of the Council 22.06.2007
Re-elected —
Marks Bekkers Deputy Chairman of the Council 22.06.2007
Re-elected —
Dmitrijs Bekkers Member of the Council 22.06.2007
Elected —
Vadims Morohovskis Member of the Council 22.06.2007
Re-elected —
Arkadijs Fjodorovs Member of the Council 22.06.2007
Re-elected —
Alla Vanecjancs Member of the Council 22.06.2007
The Board
Re-elected —
Haralds Abolin$ Chairman of the Board and President 17.04.2007
Re-elected —
Oleksandr Kuperman Member of the Board 17.04.2007
Re-elected —
Daiga Muravska Member of the Board 17.04.2007
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STATEMENT OF RESPONSIBILITY OF THE MANAGEMENT

The Supervisory Council and the Board of Directors (hereinafter - the Management) of the Bank are
responsible for the preparation of the financial statements of the Bank.

The financial statements on pages 7 to 45 are prepared in accordance with the source documents and
present fairly the financial position of the Bank as at 31 December 2007 and the results of its operations
and cash flows for the reporting year 2007.

The financial statements are prepared in accordance with International Financial Reporting Standards
as adopted in the European Union on a going concern basis. Appropriate accounting policies have been
applied on a consistent basis. Prudent and reasonable judgements and estimates have been made by
the Management in the preparation of the financial statements.

The Management of the Bank is responsible for the maintenance of proper accounting records, the
safeguarding of the Bank’s assets and the prevention and detection of fraud and other irregularities in
the Bank. They are also responsible for operating the Bank in compliance with the Law on Credit
Institutions, regulations of the Financial and Capital Market Commission, Bank of Latvia and other
legislation of the Republic of Latvia applicable for credit institutions.

Haralds Abolin$ Jurijs Rodjhs~
Chairman of the Board, President Chairman of the Council

Riga, 18 March 2008
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of A/S Regionala investiciju banka
Report on the Financial Statements

We have audited the accompanying financial statements of A/S Regionala Investiciju banka on pages 7 to 45
which comprise the balance sheet as of 31 December 2007 and the income statement, statement of changes in
equity and cash flow statement for the year then ended and a summary of significant accounting policies and
other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the requirements of International Financial Reporting Standards as adopted by the European Union. This
responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the accompanying financial statements give a true and fair view of the financial position of A/S
Regionala Investiciju banka as of 31 December 2007, and of its financial performance and its cash flows for the
year then ended in accordance with the requirements of International Financial Reporting Standards as adopted
by the European Union.

Report on other legal and regulatory requirements

We have read the Mahagement Report set out on page 3 and did not identify material inconsistencies between
the financiWation contained in the Management Report and that contained in the financial statements for

2007. —
//
ey 7 PricewaterhouseCoopers SIA
P /?/ Audit company licence No. 5
~ - 7
S e . [ L
Juris Lapshe llandrd Lejina
Member of the Board Certified auditor
Certificate No. 168
Riga, Latvia

18 March 2008
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INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2007

Interest income
Interest expense
Net interest income

Fee and commission income
Fee and commission expense
Net fee and commission income

Profit on securities trading and foreign exchange, net
Other operating income

Impairment losses for loans and advances
Administrative expenses

Amortisation and depreciation charge

Other operating expense

Profit before income tax

Income tax expense
Deferred tax

Net profit for the year

Notes

11

13, 14

o

2007 2006
LVL LVL
5,658,131 3,212,434
(1,983,814) (1,112,267)
3,674,317 2,100,167
1,469,480 1,007,310
(1,246,871) (336,622)
222,609 670,688
80,737 124,822
25,384 7,447
(282,542) (249,314)
(2,336,612) (1,834,955)
(100,538) (65,230)
(64,148) (46,124)
1,219,207 707,501
(206,204) (125,531)
(6,279) 4,800
1,006,724 586,770

The financial statements on pages 7 to 45 have been approved by the Supervisory Council and the
Board of Directors of the Bank and signed on their behalf by:

Haralds Aboling
Chairman of the Board, President

Riga, 18 March 2008

Jurijs Rodifs

Chairman'of the Council

The accompanying notes on pages 11 to 45 are an integral part of these financial statements.
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BALANCE SHEET AS AT 31 DECEMBER 2007

Notes 31.12.2007 31.12.2006
LVL LVL

Assets
Cash and balances with the Bank of Latvia 9 6,875,778 4,485,942
Balances due from banks 10 16,802,948 14,028,835
Loans and advances to customers 11 48,452 533 36,809,482
Financial assets at fair value through profit or loss 12 5,779,204 8,354,812
Derivative financial instruments 22 82,970 -
Intangible assets 13 263,758 58,108
Property and equipment 14 279,305 172,136
Other assets 437,371 239,956
Deferred expenses and accrued income 15 91,040 386,824
Current corporate income tax 33 45,317 58,964
Total assets 79,110,224 64,595,059
Liabilities
Debt securities in issue 16 2,850,438 2,811,216
Balances due to banks 17 12,487,226 1,228,732
Due to customers 18 51,691,532 52,173,330
Derivative financial instruments 22 116,270 -
Other liabilities 19 160,326 70,892
Deferred income and accrued expenses 20 302,526 521,986
Deferred income tax liability 21 8,779 2,500
Total liabilities 67,617,097 56,808,656
Equity
Share capital 23 8,200,000 5,500,000
Retained earnings 2,286,403 1,699,633
Profit for the year 1,006,724 586,770
Total shareholders’ equity 11,493,127 7,786,403
Total liabilities and equity 79,110,224 64,595,059
Commitments and contingent liabilities
Contingent liabilities 24 570,559 32,580
Financial commitments 24 11,598,598 7,999,836
Funds under trust management 24 1,674,335 2,377,319

The financial statements on pages 7 to 45 have been approved by the Supervisory Council and the
Board of Directors of the Bank and signed on their behalf by:

Haralds Aboling
Chairman of the Board, President

Riga, 18 March 2008

Jurijs Rodins”

Chairman of the Council

The accompanying notes on pages 11 to 45 are an integral part of these financial statements.



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY FOR THE YEAR ENDED 31
DECEMBER 2007

Paid-in share Retained Total
capital earnings

LVL LVL LVL

Balance at 31 December 2005 3,300,000 1,699,663 4,999,633
Net profit for the year

- 586,770 586,770

Increase of share capital 2,200,000 - 2,200,000

Balance at 31 December 2006 5,500,000 2,286,403 7,786,403

Net profit for the year - 1,006,724 1,006,724

Increase of share capital* 2,700,000 - 2,700,000

Balance at 31 December 2007 8,200,000 3,293,127 11,493,127

* see Note 23.

The accompanying notes on pages 11 to 45 are an integral part of these financial statements.



AS REGIONALA INVESTICIJU BANKA

ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Cash inflow from operating activities
Profit before income tax

Amortisation and depreciation
(Decrease) / increase in provision for loan impairment

Loss from revaluation of foreign currency
Profit from disposal of fixed assets

Loss from revaluation of trading securities
Prepaid expenses and accrued income increase

Deferred income and accrued expense increase
(Increase) in other assets
Increase /(decrease) in other liabilities

Increase in cash and cash equivalents before
changes in assets and liabilities, as a result of
operating activities

Decrease/(increase) in trading securities
Decrease in balances due from banks
Increase in loans

(Decrease) / increase in deposits

(Decrease)/Increase in cash and cash equivalents
from operating activities before income taxes

Income tax paid
Net cash and cash equivalents from operating
activities

Cash outflow from investing activities
Purchase of fixed assets and intangible assets
Decrease in cash and cash equivalents from
investing activities

Cash inflow from financing activities
Increase of share capital

Debt securities issue

Increase in cash and cash equivalents from
financing activities

Net cash inflow for the period

Cash and cash equivalents at the beginning of the
reporting period

Effect of exchange rates on cash and cash
equivalents

Cash and cash equivalents at the end of the
reporting period

Notes 2007 2006
LVL LVL

1,219,207 707,501

100,539 65,230

(251,812) 203,376

35,667 91,310

522 1,461

210,706 145,944

(511) (253,126)

159,933 345,406

(280,385) (232,531)

205,704 (2,236)

1,399,570 1,072,335

2,483,366 (4,646,354)

(1,026,782) (997,150)
(11,268,198) (18,381,009)
(800,105) 26,859,408

(9,212,149) 3,907,230

(192,557) (292,725)

(9,404,706) 3,614,505

(413,880) (120,649)

(413,880) (120,649)

2,700,000 2,200,000

- 2,811,216

2,700,000 5,011,216

7,118,586 8,505,072

25 16,259,245 7,845,483
(35,667) (91,310)

25 9,104,992 16,259,245

The accompanying notes on pages 11 to 45 are an integral part of these financial statements.

10



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 INCORPORATION AND PRINCIPAL ACTIVITIES

Bank provides financial services to corporate clients and individuals. The Bank established its
representative office in Odessa, Ukraine in 2005 and representative office in Dnepropetrovsk, Ukraine in
2007. The Bank has no subsidiaries and branches apart from the mentioned above.

The Bank is a joint-stock company incorporated and domiciled in Riga, Republic of Latvia. It was
registered within Commercial Register on 28 September 2001.

The Bank has issued bonds, with subsequent listing in Riga Stock Exchange.

These financial statements have been approved for issue by the Supervisory Council and the Board of
Directors on 17 March 2008.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies, all of which have been applied consistently throughout
the years 2007 and 2006, are set out below:

(a) Reporting currency

The tabular amounts in the accompanying financial statements are reported in Latvian lats (LVL), unless
otherwise stated.

(b) Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting Standards
(hereinafter - IFRS) as adopted in the European Union. The financial statements are prepared under the
historical cost convention as modified by the fair valuation of financial assets held at fair value through
the profit or loss and derivative financial instruments.

The preparation of financial statements in conformity with IFRS requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Although these estimates are based on Management's best
knowledge of current events and actions, actual results ultimately may differ from those estimates.

The accounting policies used in the preparation of the financial statements for the year ended 31
December 2007 are consistent with those used in the annual financial statements for the year ended 31
December 2006, except as referred to in Note 2 (bb) Adoption of New or Revised Standards and
Interpretations.

(c) Income and expense recognition

Interest income and expense are recognised in the income statement for all interest bearing instruments
on an accrual basis using the effective interest method. Interest income includes coupons earned on
trading securities.

The effective interest method is a method of calculating the amortised cost of a financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability.

11



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)
NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) Income and expense recognition (continued)

When loans become doubtful of collection, they are written down to their recoverable amounts and
interest income is thereafter recognised based on the rate of interest that was used to discount the
future cash flows for the purpose of measuring the recoverable amount.

Commissions received or incurred in respect of origination of financial assets or funding are deferred
and recognised as an adjustment to the effective interest rate on the asset or liability. Other fees and
commissions, including those related to trust activities, are credited and/or charged to the income
statement as earned.

(d) Foreign currency translation

Transactions denominated in foreign currencies are recorded in lats at rates of exchange set forth by
the Bank of Latvia at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into lats at the rate of exchange prevailing at the end of the period. Any gain or
loss resulting from a change in rates of exchange subsequent to the date of the transaction is included
in the income statement as a profit or loss from revaluation of foreign currency positions.

The principal rates of exchange (Ls to 1 foreign currency unit) set forth by the Bank of Latvia and used
in the preparation of the Bank’s balance sheets were as follows:

Reporting date usD EUR RUB UAH
As at 31 December 2007 0.484 0.702804 0.0197 0.0958
As at 31 December 2006 0.536 0.702804 0.0203 0.1060

(e) Income taxes

Income tax is calculated in accordance with Latvian tax regulations and is based on the taxable income
reported for the taxation period.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
The deferred income tax is calculated based on currently enacted tax rates that are expected to apply
when the related deferred income tax asset is realised or the deferred income tax liability is settled. The
principal temporary differences arise from different rates of accounting and tax amortisation and
depreciation on intangible and fixed assets, as well as accruals for employee vacation expenses.
Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

(f) Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents are defined
as the amounts comprising cash in hand, deposits held at call and with original maturities of three
months or less with the Bank of Latvia and other credit institutions.

(g) Loans and allowances for loan impairment

Balances due from banks and loans and advances to customers are accounted for as loans and
receivables. Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in active markets.

Loans and receivables are recognised initially at fair value of consideration given to originate those
loans plus transaction costs that are directly attributable to the acquisition of financial asset. Loans and
receivables are subsequently carried at amortised cost using the effective interest method. All loans and
receivables are recognised when cash is advanced to borrowers and derecognised on repayments.

12



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)
NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(g) Loans and allowances for loan impairment (continued)

The Bank assesses at each balance sheet date whether there is objective evidence that loans and
receivables are impaired, either individually or as a class if individually not significant. If any such
evidence exists, the amount of the loss for loan impairment which has been incurred is measured as the
difference between the asset’s carrying amount and the recoverable amount, being the present value of
expected cash flows (excluding future credit losses that have not been incurred), including amounts
recoverable from guarantees and collateral, discounted at the original effective interest rate. If the Bank
determines that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or continues to be recognised are not included in a
collective assessment of impairment. The carrying amount of the asset is reduced through the use of a
provision account and the amount of the loss is recognised in the income statement. The assessment of
the evidence for impairment and the determination of the amount of provision for impairment or its
reversal require the application of Management's judgment and estimates. Management’s judgments
and estimates consider relevant factors including, but not limited to, the identification of non-performing
loans and high risk loans, the Bank’s past loan loss experience, known and inherent risks in the portfolio
of loans, adverse situations that affects the borrowers’ ability to repay, the estimated value of any
underlying collateral and current economic conditions as well as other relevant factors affecting loan
and advance recoverability and collateral values. These judgments and estimates are reviewed
periodically, and historical loss experience is adjusted on the basis of current observable data to reflect
the effects of current conditions that did not affect the period on which the historical loss experience is
based and to remove the effects of conditions in the historical period that do not exist currently. The
Management of the Bank has made their best estimates of losses, based on objective evidence of
impairment and believes those estimates presented in the financial statements are reasonable in light of
available information. Nevertheless, it is reasonably possible, based on existing knowledge, that
outcomes within the next financial year that are different from assumptions could require a material
adjustment to the carrying amount of the asset or liability affected.

When loans and receivables cannot be recovered, they are written off and charged against provision for
loan impairment losses. They are not written off until all the necessary legal procedures have been
completed and the amount of the loss is finally determined.

(h) Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading and those designated at fair
value through profit or loss at inception. The Bank does not designate any financial assets as at fair
value through profit or loss at inception. Financial assets at fair value through profit or loss comprise
debt securities held by the Bank for trading purposes. They are accounted for at fair value with all gains
and losses from revaluation and trading reported in the income statement. Interest earned whilst holding
trading securities is reported as interest income.

All regular way purchases and sales of financial assets held for trading are recognised at trade date,
which is the date that the Bank commits to purchase or sell the asset.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or where the Bank has transferred substantially all risks and rewards of ownership.

(i) Sale and repurchase agreements of securities
Sale and repurchase agreements are accounted for as financing transactions. Under sale and
repurchase agreements, where the Bank is a transferor, assets transferred remain on the Bank’s

balance sheets and are subject to the Bank’s usual accounting policies, with the purchase price
received included as a liability owed to the transferee.

13



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)
NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(i) Sale and repurchase agreements of securities (continued)

Where the Bank is a transferee, the assets are not included in the Bank’s balance sheet, but the
purchase price paid by it to the transferor is included as an asset. Interest income or expense arising
from outstanding sale and repurchase agreements is recognised in the income statement over the term
of the agreement using the effective interest method.

(j) Derivative financial instruments

Derivative financial instruments include foreign exchange contracts, currency and interest rate swaps
held by the Bank for trading purposes. Derivative financial instruments are recognised on trade date and
categorised as financial assets at fair value through profit or loss. They are initially recognised in the
balance sheet at fair value and subsequently measured at their fair value with all gains and losses from
revaluation reported in the income statement. All derivatives are carried as financial assets when fair
value is positive and as financial liabilities when fair value is negative.

(k) Fair values of financial assets and liabilities

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm's length transaction. Fair values of financial assets or liabilities,
including derivative financial instruments, in active markets are based on quoted market prices. If the
market for a financial asset or liability is not active (and for unlisted securities), the Bank establishes fair
value by using valuation techniques. These include the use of discounted cash flow analysis, option
pricing models and recent comparative transactions as appropriate, and may require the application of
management’s judgment and estimates.

Where, in the opinion of the Management, the fair values of financial assets and liabilities differ
materially from their book values, such fair values are separately disclosed in the notes to the accounts.

() Derecognition of financial assets

The Bank derecognises financial assets when (i) the assets are redeemed or the rights to cash flows
from the assets otherwise expired or (ii) the Bank has transferred substantially all the risks and rewards
of ownership of the assets or (iii) the Bank has neither transferred nor retained substantially all risks and
rewards of ownership but has not retained control. Control is retained if the counterparty does not have
the practical ability to sell the asset in its entirety to an unrelated third party without needing to impose
additional restrictions on the sale.

(m) Intangible assets

Acquired computer software licences are recognised as intangible assets on the basis of the costs
incurred to acquire and bring to use the software. These costs are amortised on the basis of their
expected useful lives, not exceeding five years.

(n) Property and Equipment

All property and equipment is stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Bank and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.

14



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)
NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Property and Equipment (continued)

Depreciation is calculated using the straight-line method to allocate cost of the fixed assets to their
residual values over their estimated useful lives, as follows:

Furniture and fittings 10 years
Computer equipment 3 years
Other fixed assets 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

Property and equipment are periodically reviewed for impairment. An asset’s carrying amount is written
down immediately to its recoverable amount if the asset’s carrying amount is greater than its estimated
recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs to sell and
value in use.

Gains or losses on disposals are determined by comparing carrying amount with proceeds and are
charged to the profit and loss account during the period in which they are incurred.

(o) Operating lease — the Bank is a lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases (net of any financial
incentives received from the lessor) are charged to the income statement on a straight-line basis over
the period of the lease.

(p) Borrowings

Borrowings are recognised initially at fair value of consideration received net of transaction costs
incurred. Borrowings are subsequently stated at amortised cost and any difference between net
proceeds and the redemption value is recognised in the income statement over the period of the
borrowings using the effective interest method.

(q) Provisions

Provisions are recognised when the Bank have a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate of the amount of the obligation can be made. The
assessment of provisions requires the application of management's judgment and estimates, as to the
probability of an outflow of resources, the probability of recovery of resources from corresponding
sources including security or collateral or insurance arrangements where appropriate, and the amounts
and timings of such outflows and recoveries, if any.

(r) Employee benefits

The Bank pays State compulsory social security contributions for state pension insurance and to the
state funded pension scheme in accordance with Latvian legislation. State funded pension scheme is a
defined contribution plan under which the Bank pays fixed contributions determined by the law and it
will have no legal or constructive obligations to pay further contributions if the state pension insurance
system or state funded pension scheme are not able to settle their liabilities to employees.

Short-term employee benefits, including salaries and State compulsory social security contributions,
bonuses and paid vacation benefits, are included in Administrative expenses on an accrual basis.

15



AS REGIONALA INVESTICIJU BANKA
ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Off-balance sheet instruments

In the ordinary course of business, the Bank utilises off-balance sheet financial instruments including
commitments to extend loans and advances, financial guarantees and commercial letters of credit.
Such financial instruments are recorded in the financial statements when they are funded or related fees
are incurred or received. The methodology for provisioning against off-balance sheet instruments is
given in paragraph (q) of Note 2 above.

(t) Trust operations

Funds managed or held in custody by the Bank on behalf of individuals, trusts and other institutions are
not regarded as assets of the Bank and, therefore, are not included in the balance sheet.

Accounting for trust operations is separated from the Bank’s own accounting system thus ensuring
separate accounting in a separate trust balance sheet for assets of each client, by client and by type of
assets under management.

(u) Comparatives

In 2007 reclassification of separate items in the balance was made, comparatives for 2006 were
restated accordingly. The following changes were made in the result of reclassification:

Before Restated After
restatement amounts restatement
31.12.2007. LVL LVL LVL
Loans and advances to
customers 48,242,657 209,876 48,452,533
Balances due from banks 16,735,176 67,772 16,802,948
Financial assets at fair value
through profit or loss 5,665,981 113,223 5,779,204
Deferred expenses and accrued
income 481,911 (390,871) 91,040
Debt securities in issue 2,811,216 39,222 2,850,438
Balances due to banks 12,465,362 21,864 12,487,226
Due to customers 51,485,259 206,273 51,691,532
Deferred income and accrued
expenses 569,885 (267,359) 302,526
Before Restated After
restatement amounts restatement
31.12.2006. LVL LVL LVL
Loans and advances to customers 36,809,482 123,041 36,932,523
Balances due from banks 14,028,835 54,790 14,083,625
Financial assets at fair value
through profit or loss 8,354,812 118,464 8,473,276
Deferred expenses and accrued
income 386,824 (296,295) 90,529
Debt securities in issue 2,811,216 34,679 2,845,895
Balances due to banks 1,228,732 914 1,229,646
Due to customers 52,173,330 318,307 52,491,637
Deferred income and accrued
expenses 521,986 (353,900) 168,086

In 2007 income from loan origination was reclassified from commission income to interest income to
reflect interest income on loans in accordance with effective interest method. The result of
reclassification was decrease of commission income and increase of interest income by Ls 82 thousand
and Ls 103 thousand in 2007 and 2006 respectively.
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ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(v) Offsetting of Financial Assets and Liabilities

Financial assets and liabilities are offset and net amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability simultaneously.

(w) Debt securities in issue

Debt securities in issue include bonds issued by the Bank. Debt securities are stated at amortised cost.
If the Bank purchases its own debt securities in issue, they are removed from the balance sheet and the
difference between the carrying amount of the liability and the consideration paid is included in gains
arising from retirement of debt.

(z) Segment reporting

The Bank operates in one business segment — corporate banking.

A geographical segment is engaged in providing services within a particular economic environment that
are subject to risks and returns different from those of segments operating in other economic
environm