SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005



SIAULIU BANKAS AB

FINANCIAL STATEMENTS
31 DECEMBER 2005
CONTENTS

Pages
BOARD REPORT 34
AUDITOR'S REPORT TO THE SHAREHOLDERS OF SIAULIU BANKAS AB 5
THE GROUP'S AND BANK'S INCOME STATEMENT 6
THE GROUP'S AND BANK'S BALANCE SHEET 7
THE GROUP'S AND BANK'S STATEMENT OF CHANGES IN EQUITY 8-9
THE GROUP'S AND BANK'S CASH FLOW STATEMENT 10
GENERAL INFORMATION 11
ACCOUNTING POLICIES 11-18
FINANCIAL RISK MANAGEMENT 19
SEGMENT INFORMATION 21-22
NOTES TO THE FINANCIAL STATEMENTS 23-49

Page 2 of 49



BOARD REPORT TO THE SHAREHOLDERS OF SIAULIU BANKAS AB

In 2005, the European Bank for Reconstruction and Development — a strong and reliable financial investor —
became the major shareholder of the Bank. This will beyond any doubts be the most significant record in the
Bank's history. The participation of this international financial institution in management of Siauliy Bankas will
serve as an impulse for the Bank‘s business activities, improve the Bank ‘s credibility in the eyes of the customers
as well as on international financial markets.

The Bank'‘s credibility was also strengthened as a result of an international banking publication ‘The Banker*,
which published the list of 50 most rapidly developing banks in Central and Eastern Europe, wherein the Bank
was in the 19th position, which is the highest position among all the banks in the Baltic States which were
included in the list.

The Bank successfully achieved its objectives for 2005, fulfilled and exceeded the targeted performance
indicators, maintained rapid growth, and considering the importance, novelty and quality of numerous works
accomplished, it is possible to affirm that the Bank has entered into a new phase of its development.

Over the year 2005, the Bank‘s assets increased by 49 per cent and at the end of the year topped a billion litas
and reached LTL 1,039 million. In 2005, the net loan portfolio increased by 58 per cent and amounted to LTL
659.1 million. Deposits with the Bank increased by 44 per cent and amounted to LTL 743.8 million. The Bank’s
net profit for the year was LTL 8.1 million, which is more by 82.5 per cent as compared to 2004.

Rapid growth was supported by successful development of the Bank‘s operations focused on small and medium-
size businesses and consistent enhancement of the capital base. In 2005 the Bank‘s authorised share capital was
increased by 33.4 per cent and amounted to LTL 74.72 million as at 31 December 2005.

The European Bank for Reconstruction and Development became the major shareholder of the Bank, holding
16.06 per cent of the Bank‘s authorised share capital, however, the Bank continues to be a bank of Lithuanian
capital — at the end of 2005, the Lithuanian residents, companies and individuals owned 74 per cent of the Bank‘s
authorised share capital.

Several months following the investment made in the Bank, the EBRD organised a syndicated loan of EUR 12
million to encourage further growth of the Bank. As a result of this transaction, the Bank entered into
international commercial market of syndicated loans.

The funds of the syndicated loan, which improved the Bank‘s capacities in the field of medium-term and long-
term financing, were successfully used in the Bank‘s principal activities to finance small and medium-size
businesses. Two additional credit lines to finance small and medium-size businesses were granted last year to the
Bank by the Council of Europe Development Bank and Nordic Investment Bank amounting respectively to EUR
2.5 million and EUR 2 million.

Last year the Bank‘s debenture bonds were introduced to the market for the first time, which resulted in a
successful distribution of bonds issued for the amount of LTL 20 million.

The funds accumulated from different financing sourcing enabled the Bank to increase its loan portfolio for small
and medium-size business by 58 per cent over the year. The share of loans to finance small and medium-size
business accounted for 78 per cent of the total loan portfolio at the end of the year. Last year the Bank developed
and introduced to the market a three-level crediting programme for small and medium-size businesses. For
starting business the Bank provided a specialised package of services called ‘Startas‘. The Bank encouraged
business development and fostered its customers by arranging a cycle of seminars on business financing
opportunities in 22 cities throughout the country, thereby supporting a competition of business plans in every
possible way. Similarly as in previous year, to improve the conditions of business financing, the Bank closely co-
operated with local institutions providing guarantees and resources.
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BOARD REPORT TO THE SHAREHOLDERS OF SIAULIU BANKAS AB (continued)

Last year the Bank accomplished preparatory works and started distribution of VISA microchip cards based on
modern technologies. The number of Eurocard/MasterCard and Maestro payment card users increased by 23 per
cent.

The Bank‘s structure was substantially reorganised to meet the business level achieved by the Bank and new
tasks set for the Bank. Organisational preconditions were established to ensure a consistent and effective
functioning of all units of the Bank. The functions of the units were distributed and strictly segregated, the

. . . s
appropriate units were established for the fulfilment of new functions.

On the basis of customer service units operating in Siauliai, the Bank*s branch office was established in Siauliai.
Following the opening of a new customer service unit in Kédainiai, at the end of the year the Bank had 44
territorial units operating in 26 cities throughout the country.

The Bank holds control over 5 subsidiaries: Siauliy Banko Lizingas UAB (the Bank holds 10,000 shares, i.c.
100%, with total nominal value of LTL 1 million), Siauliy Banko Investicijy Valdymas UAB (the Bank holds
60,400 shares, i.e. 60.4%, with total nominal value of LTL 604 thousand), Siauliy Banko Faktoringas UAB (the
Bank holds 100 shares, i.e. 100%, with total nominal value of LTL 10 thousand), Siauliy Banko Turto Fondas
UAB (the Bank holds 5,310 shares, i.e. 53.1%, with total nominal value of LTL 531 thousand), and Pajirio Alka
UAB (the Bank holds 314,469 shares, i.e. 99.85%, with total nominal value of LTL 3,144,690). In 2003,
dividends received by the Bank from its subsidiaries amounted to LTL 2.93 million.

The Bank was engaged in trade in shares of companies quoted on Vilnius Stock Exchange. In 2005, the Bank’s
total transactions on stock exchange and other than stock exchange included acquisition of 466,226 shares for
LTL 2.72 million, and disposal of 444,001 shares for LTL 2.72 million.

The Bank neither acquired nor disposed of its own shares.

In February 2006, the increase in the Bank’s authorised share capital by LTL 10 million (LTL 84.72 million) was
registered. In March, new customer service centres of the Bank started their operations in BirZai and Ukmergeé.

Significant changes in shareholders* structure, substantial enhancement of capital base, successful application of
new instruments for accumulation of resources representing the growth of the Bank's credibility on both local
and foreign markets, as well as modernisation of the Bank's organisational structure serve as a good base for
further development of the Bank.

By taking advantage of the newly established preconditions and conditions of a growing economy and ensuring a
purposeful growth of capital, and focusing the efforts on improvement of its business activities towards the

selected strategic directions, the Bank will further strive to maintain a rapid growth and consistently increase its
earnings.

2
e
/&/
Algirdas Butkus e

Chairman of the Board

27 March 2006
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AUDITOR’S REPORT TO THE SHAREHOLDERS OF SIAULIU BANKAS AB

1. We have audited the accompanying balance sheet of Siauliy Bankas AB (hereinafter “the Bank")
together with its consolidated subsidiaries (hereinafter "the Group") as at 31 December 2005 and
the related statements of income, cash flows and changes in shareholders' equity for the year
then ended. The financial statements set out on pages 6 to 49 and the performance report set aut
on pages 3 - 4 are the responsibility of the Bank's management. Our responsibility is to express
an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with International Standards on Auditing as issued by the
International Federation of Accountants. Those Standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audil includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. Our work with respect to the performance report was limited to checking it
within the aforementioned scope and did not include a review of any information other than that
drawn from the audited accounting records of the Bank. We believe that our audit provides a
reasonable basis for our opinion,

3. In our opinion, the financial statements give a true and fair view of the financial position of the
Bank and the Group as at 31 December 2005 and of the results of their operations and cash flows
for the year then ended in accordance with the International Financial Reporting Standards as
adopted by the European Union.

4, We did not identify material inconsistencies in the performance report with the audited financial
statements.

On behalf of PricewaterhouseCoopers UAB

/4

C-hristopher C. Butler
Partner Auditor's

Rimvydas Jogeéla
rtificate No.000457

Vilnius, Republic of Lithuania
28 March 2006



SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

THE GROUP’S AND BANK'’S INCOME STATEMENT

Interest income
Interest expense

Net interest income
Provisions for loans

Net interest income after the provisions

Fee and commission income
Fee and commission expense

Net interest, fee and commissions income

Net gain (loss) on operations with securities and derivative
financial instruments

Net foreign exchange gain

Provisions for other assets

Other income

Operating income
Administrative and other operating expenses

Operating profit

Dividends from investments in subsidiaries

Profit before tax

Income tax

Profit for the year

Profit is attributable to

Equity holders of the Bank
Minority interest

Profit for the year

Basic and diluted earnings per share, net (in LTL per
share)

Notes

26

Year ended

31 December 2005

31 December 2004

Group Bank Group Bank
45,725 42,419 35,235 32,131
(19,858) (19,493) (14,430) (14,228)
25,867 22,926 20,805 17,903
(196) 13 (260) (232)
25,671 22,939 20,545 17,671
9,587 9,753 7,478 7,668
(3,034) (2,973) (2,100) (2,068)
32,224 29,719 25,923 23,271
3,824 761 655 (675)
1,765 1,769 3,318 3,306
(58) (444) 417) 101
3,451 589 8,047 714
41,206 32,394 37,526 26,717
(32,322) (27,223) (27,904) (23,767)
8,884 5,171 9,622 2,950
- 2,932 - 1,490
8,884 8,103 9,622 4,440
(425) - (1,002) -
8,459 8,103 8,620 4,440
7,583 8,103 6,513 4,440
876 - 2,107 -
8,459 8,103 8,620 4,440
0.11 0.12 0.11 0.07

The accounting policies and notes on pages 11 to 49 constitute an integral part of these financial statements.
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

THE GROUP’S AND BANK’S BALANCE SHEET

31 December 2005 31 December 2004

Notes Group Bank Group Bank
ASSETS
Cash and balances with central banks 10 75,683 75,672 52,512 52,501
Due from other banks and financial institutions 11 73,511 135,909 39,756 74,809
Trading securities 12 15,727 15,685 28,552 24.827
Derivative financial instruments 13 72 72 - -
Loans 14 634,105 659,081 403,490 417,744
Finance lease receivables 15 62,148 = 38,783 -
Investment sccurities:
- available-for-sale 16 814 814 814 814
- held-to-maturity 16 107,570 107,570 88,944 88,944
Investments in subsidiaries 17 - 6,664 - 0,064
Intangible assets 18 2,160 2,038 2,231 2,088
Tangible fixed assets 19 49193 28,434 41,041 26,138
Other assets 20 45,764 7,071 20,499 4,699
Total assets 1,066,807 1,039,010 716,622 699,228
LIABILITIES
Due to other banks and financial institutions 21 154,625 153,848 116,921 112,463
Deposits 22 743 826 743,848 517,174 517,238
Special and lending funds 23 384 384 298 298
Current income tax liabilities 8 - - 807 -
Deferred income tax liabilities 8 112 - 113 -
Debt securities issued 24 19,634 19,634 - -
Other liabilities 25 30,156 15,869 10,013 6,939
Share capital paid but not registered 27 15,194 15,194 - -
Total liabilities 963,931 948,777 045,326 636,938
SHAREHOLDERS’ EQUITY
Share capital 27 74,720 74,720 56,000 56,000
Share premium 27 8,400 8,400 2,275 2,275
Reserve capital 27 2,611 2,611 2,611 2,611
Statutory reserve 357 328 - -
Retained earnings 27 8,773 4,174 6,552 1,404
Minority interest 26 8,015 - 3,858 -
Total shareholders equity 102,876 90,233 71,296 62,290
Total liabilities and equity 1,066,807 1,039,010 716,622 699,228

These financial statements were approved by the Bank’s Board on 27 March 2006 and signed on behalf of the Board by:

Algirdas Butkus - % Vita Adomaityté

Chairman of the Board 'Chief Financial Officer

The accounting policies and notes on pages 11 to 49 constitute an integral part of these financial statements.
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SIAULIU BANKAS AB

FINANCIAL STATEMENTS

31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

THE GROUP’S STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

31 December 2003

Dividends

Bonus issue of share capital
Issue of share capital
Change in minority interest
Net profit for the year

31 December 2004

Dividends

Dividends to minority

Formation of statutory reserve

Bonus issue of share capital
Issue of share capital
Change in minority interest
Net profit for the year

31 December 2005

The accounting policies and notes on pages 11 to 49 constitute an integral part of these financial statements.

Notes

27

27
26

26

Attributable to equity holders of the Bank

Retained
earnings

4,154

Total

55,883

Minority
interest

1,637

Total
equity

57,520

(483)
(3,632)

6,513
6,552

(483)

5,525

6,513
67,438

114
2,107
3,858

(483)

5,525
114
8,620
71,296

(560)
(357)

(4,445)

7,583
8,773

(560)

20,400

7,583
94,861

(1,569)

4,850
876

8,015

(560)
(1,569)

20,400
4,850
8,572

102,876
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

THE BANKS’S STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Share Share Reserve Statutory Retained

Notes capital premium capital reserve earnings Total
Previously reported amounts
as at 31 December 2003 48,344 - 2,611 774 4,154 55,883
Change in accounting policy 37 - - - - (3,075) (3,075)
Restated amounts as at
31 December 2003 48,344 - 2,611 774 1,079 52,808
Dividends 27 - - - - (483) (483)
Bonus issue of share capital 4,406 - - (774) (3,632) -
Issue of share capital 3,250 2,275 - - - 5,525
Net profit for the year - - - - 4,440 4,440
31 December 2004 56,000 2,275 2,611 - 1,404 62,290
Dividends 27 - - - - (560) (560)
Formation of statutory reserve - - - 328 (328) -
Bonus issue of share capital 6,720 (2,275) - - (4,445) -
Issue of share capital 12,000 8,400 - - - 20,400
Change in minority interest - - - - - -
Net profit for the year - - - - 8,103 8,103
31 December 2005 74,720 8,400 2,611 328 4,174 90,233

The accounting policies and notes on pages 11 to 49 constitute an integral part of these financial statements.
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

THE GROUP’S AND BANK'’S CASH FLOW STATEMENT

Notes
Operating activities
Income (expense)
Interest received
Interest paid
Cash received from previously written-off loans
Net cash received from operations in foreign currency
Net cash received (paid) from operations in securities
Net cash received from service and commission fees
Salaries and related payments to and on behalf of
employees
Other payments
Net cash flow from operating activities before change in
short-term assets and liabilities
(Increase) decrease in short-term assets:
(Increase) decrease in compulsory reserves with the
central bank
(Increase) in loans to credit and financial institutions
(Increase) in loans granted
(Increase) in other short-term assets
Change in short-term assets
Increase (decrease) in liabilities
Increase (decrease) in liabilities to credit and financial
institutions
Increase in deposits
Increase (decrease) in other liabilities
Change in liabilities
Net cash flow from operating activities before tax
Income tax paid
Net cash flow from operating activities
Investing activities
Purchase of tangible and intangible fixed assets
Disposal of tangible and intangible fixed assets
Acquisition of securities
Sale of securities
Dividends received
Net cash flow from investing activities
Financing activities
Increase in share capital
Dividends paid
Debt securities issued
Net cash flow from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December 30

Year ended

31 December 2005

31 December 2004

Group Bank Group Bank
45,725 42,419 36,207 32,756
(19,858) (19,493) (14,392) (14,190)
1,059 1,026 326 320
1,765 1,769 3,318 3,306
3,318 626 (163) (1,151)
6,553 6,780 5,378 5,600
(15,465) (13,128) (13,097) (11,201)
9,419) (11,496) (3,095) (8,582)
13,678 8,503 14,482 6,858
7,197 7,197 (699) (699)
(23,495) (50,840) (3,427) (38,480)
(254,050)  (241,337) (95,066)  (103,547)
(21,305) (2,372) (5,643) 1,628
(291,653)  (287,352) (104,835)  (141,098)
43,889 47,238 (1,657) (1,684)
220,553 220,843 123,788 123,205
18,859 8,609 (13,498) (2,689)
283,301 276,690 108,633 118,832
5,326 (2,159) 18,280 (15,408)
(513) - (806) -
4,813 (2,159) 17,474 (15,408)
(18,777) (7,047) (23,175) (6,776)
6,645 1,659 23,464 945
(65,110) (28,756) (41,896) (35,419)
57,979 19,272 17,217 13,997
414 2,995 76 76
(18,849) (11,877) (24,314) (27,177)
35,594 35,594 5,525 5,525
(564) (564) 477) 477)
19,634 19,634 - -
54,664 54,664 5,048 5,048
40,628 40,628 (1,792) (37,537)
76,645 76,634 78,437 114,171
117,273 117,262 76,645 76,634

The accounting policies and notes on pages 11 to 49 constitute an integral part of these financial statements.
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

GENERAL INFORMATION

Siauliy Bankas AB was registered as a public company in the Enterprise Register of the Republic of Lithuania on 4 February
1992. The Bank is licensed by the Bank of Lithuania to perform all banking operations provided for in the Law on
Commercial Banks of the Republic of Lithuania and the Statute of the Bank, except for operations with precious metals.

The Head Office of the Bank is located in Siauliai, Tilzés str. 149, LT-76348. At the end of the reporting period the Bank had
11 branches and 34 client service units (2004: 10 branches and 32 client service units). As at 31 December 2005 the Bank
had 399 employees (31 December 2004: 360). As at 31 December 2005 the Group had 473 employees (31 December 2004:
420 employees).

The Bank accepts deposits, issues loans, makes money transfers and documentary settlements, exchanges currencies for its
clients, issues and processes debit and credit cards, is engaged in trade finance and is investing and trading in securities, as
well as performs other activities set forth in the Law on Commercial Banks (except for operations with precious metals).

The Bank’s shares are listed on the Current List of the National Stock Exchange of Lithuania (NSEL).

The Bank owns the following subsidiaries:

e UAB Siauliy Banko Lizingas, (hereinafter — SB Lizingas, finance and operating leasing activities),

e UAB Siauliy Banko Investicijy Valdymas (hereinafter SB Investicijy Valdymas, investment management activities),
e UAB Siauliy Banko Faktoringas, (hereinafter — SB Faktoringas, this company is under liquidation),

e UAB Siauliy Banko Turto Fondas (hereinafter — SB Turto Fondas, real estate management activities),

e UAB Pajirio Alka (hotel services).
Investments in subsidiaries are described in more detail in Note 17 Investments in subsidiaries.

The Bank’s shareholders structure is disclosed in Note 27 Share capital.

ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below.

Basis of preparation

The financial statements of the Bank and the Group are prepared in accordance with International Financial Reporting
Standards adopted by the European Union. The financial statements are prepared under the historical cost convention as
modified by the revaluation of available-for-sale investment securities, financial assets and financial liabilities held for
trading, all derivative contracts and revaluation of tangible fixed assets and investment property.

The preparation of financial statements in conformity with International Financial Reporting Standards 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 event and actions, actual results
ultimately may differ from those estimates. The main accounting estimates used by management are described in section
Critical accounting estimates of the accounting policies.

These financial statements combine the consolidated financial statements of the Group and stand-alone financial statements
of the parent Bank. Such format of reporting was adopted to ensure consistency of presentation with the format prescribed by
the Bank of Lithuania and applied for statutory reporting

Amounts shown in these financial statements are presented in a local currency, the litas (LTL). With effect from 2 February
2002 the exchange rate of the litas was pegged to the euro at a rate of 3.4528 LTL = 1 EUR.
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)

ACCOUNTING POLICIES (continued)

Adoption of New or Revised International Financial Reporting Standards

In 2005, the Group applied the following IFRS adopted by the EU that are relevant to the Group’s operations:

IAS 1 (revised 2003), Presentation of Financial Statements

IAS 8 (revised 2003) Accounting Policies, Changes in Accounting Estimates and Errors
IAS 10 (revised 2003), Post-balance Sheet Events

IAS 16 (revised 2003), Property, Plant and Equipment

IAS 17 (revised 2003), Leases

IAS 21 (revised 2003), The Effects of Changes in Foreign Exchange Rates
IAS 24 (revised 2003), Related Party Disclosures

IAS 27 (revised 2003), Consolidated and Separate Financial Statements

IAS 32 (revised 2003), Financial Instruments: Recognition and Measurement
IAS 33 (revised 2003), Earnings per Share

IAS 39 (revised 2003), Financial Instruments: Recognition and Measurement
IFRS 3 (issued 2004), Business Combinations

IAS 36 (revised 2004), Impairment of Assets

IAS 38 (revised 2004), Intangible Assets

The effect of revised standards on the Group’s accounting policies in 2005 was as follows:

e As aresult of changes introduced in IAS 1 (revised 2003), the minority interest is now presented as a separate line at the
bottom of the income statement and is now included in the equity in the balance sheet and as a separate column of
minority interest in the statement of changes in equity.

o JAS 24 (revised 2003) had effect on related party disclosures and the related notes to the financial statements.

e Based on the revised IAS 27 (revised 2004), the Group introduced changes in its accounting policy related to accounting
for subsidiaries in stand-alone financial statements of the Bank (as described in section Consolidation of subsidiaries of
the accounting policies). The adjustments made in accordance with the revised IAS 27 resulted in decrease of
investments in subsidiaries and the Bank‘s net assets as at 31 December 2004 by LTL 5,148 thousand and the Bank‘s net
profit for the year then ended by LTL 2,073 thousand. See note 37 for other information on the of change in accounting
policy.

o JAS 39 (revised 2005) resulted in changes in the Group‘s accounting policies related to change in fair value of available-
for-sale financial assets (as described in section Financial assets of the accounting policies). The application of this
accounting policy had no significant impact on the Group‘s comparative figures for 2004.

o IAS 8, 10, 16, 17, 21, 32, 33 (all revised 2003) and IAS 36, 38 (revised 2004.) and IFRS 3 (issued 2004) had no
significant impact on the accounting policies applied by the Group.

New Accounting Pronouncements

The following new standards and interpretations have been published that are mandatory for the Group’s accounting periods
beginning on or after 1 January 2006 or later periods and which the entity has not adopted:

IAS 39 (Amendment), The Fair Value Option Under the provisions of IAS 39 (revised 2003), the entities may now
designate any financial instrument on initial recognition as one to be measured at fair value, with changes in fair
value recognised in profit or loss. The amendment changes the definition of financial instruments classified at fair value
through profit or loss and restricts the ability to designate financial instruments as part of this category. According to the
Group‘s accounting policy only the assets of the subsidiary engaged in insurance activities can be designated as financial
instruments classified at fair value through profit or loss. The Group believes that these financial instruments qualify for
financial assets classified at fair value through profit or loss.

IAS 39 (revised), Cash Flow Hedge Accounting of Forecast Intragroup Transactions The amendment allows the foreign
currency risk of a highly probable forecast intragroup transaction to qualify as a hedged item in the consolidated financial
statements, provided that: (a) the transaction is denominated in a currency other than the functional currency of the entity
entering into that transaction; and (b) the foreign currency risk will affect consolidated profit or loss.
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SIAULIU BANKAS AB
FINANCIAL STATEMENTS
31 DECEMBER 2005

(All amounts are in LTL thousand, unless otherwise stated)
ACCOUNTING POLICIES (continued)

IAS 39 (revised), Financial Guarantee Contracts This amendment requires issued financial guarantees, other than those
previously asserted by the entity to be insurance contracts, to be initially recognised at their fair value, and subsequently
measured at the higher of (a) the unamortised balance of the related fees received and deferred, and (b) the expenditure
required to settle the commitment at the balance sheet date.

Different requirements are applied to measuring issued financial guarantees under which financial assets cannot be not
recognised or which are recognised based on continuous participation principle.

IFRS 7, Financial Instruments: Disclosures, and a complementary Amendment to IAS 1, Presentation of Financial
Statements — Capital Disclosures IFRS 7 introduces new disclosures to improve the information about financial instruments.
It requires the disclosure of qualitative and quantitative information about exposure to risks arising from financial
instruments, including specified minimum disclosures about credit risk, liquidity risk and market risk, including sensitivity
analysis to market risk. It replaces certain disclosure requirements in IAS 32, Financial Instruments: Disclosure and
Presentation. The Amendment to IAS 1 introduces disclosures about the level of an entity’s capital and how it manages
capital. The Group is currently assessing what impact the new IFRS and the amendment to IAS 1 will have on disclosures in
its financial statements.

IFRIC 4, Determining whether an Arrangement Contains a Lease IFRIC 4 requires the determination of whether an
arrangement is or contains a lease to be based on the substance of the arrangement. It requires an assessment of whether: (a)
fulfilment of the arrangement is dependent on the use of a specific asset or assets (the asset); and (b) the arrangement conveys
aright to use the asset.

The implementation of new standards and interpretations are not expected to have a significant impact on the Group‘s
financial statements, unless otherwise stated.

Critical accounting estimates

Impairment losses on loans. The Bank and the Group reviews its loan portfolios to assess impairment at least on a quarterly
basiss. In determining whether an impairment loss should be recorded in the income statement , the Group makes judgements
as to whether there is any observable data indicating that there is a measurable decrease in the estimated future cash flows
from a portfolio of loans and leases before the decrease can be identified with an individual loan in that portfolio. This
evidence may include observable data indicating that there has been an adverse change in the payment status of borrowers in
a group or national or local economic conditions that correlate with defaults on assets in the Group. Management uses
estimates based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment
similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions used for estimating
both the amount and timing of future cash flows are reviewed regularly to reduce any difference between loss estimates and
actual loss experience.

Held-to-maturity financial assets. Management applies judgement in assessing whether financial assets can be categorised as
held-to-maturity, in particular its intention and ability to hold the assets to maturity. If the Group fails to keep these
investments to maturity other than for certain specific circumstances — for example, selling an insignificant amount close to
maturity — it will be required to reclassify the entire class as available-for-sale. The investments would therefore be measured
at fair value rather than amortised cost.

Fair value of derivatives. The fair values of financial derivatives that are not quoted in active markets are determined by
using valuation techniques. Where valuation techniques (for example, models) are used to determine fair values, they are
validated and periodically reviewed by qualified personnel independent of the area that created them. All models are certified
before they are used, and models are calibrated to ensure that outputs reflect actual data and comparative market prices. To
the extent practical, models use only observable data, however some areas require management to make estimates. Changes
in assumptions about these factors could affect reported fair values. Changing the assumptions not supported by observable
market data to a reasonably possible alternative would not result in a significantly different profit, income, total assets or
total liabilities.

Consolidation of subsidiaries

Subsidiaries are entities over which the Bank has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The share of voting rights is considered when
assessing whether the Bank controls another entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Bank. They are de-consolidated from the date that control ceases.
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ACCOUNTING POLICIES (continued)

Consolidation of subsidiaries (continued)

The purchase method of accounting is used to account for acquisition of subsidiaries. The cost of an acquisition is measured
as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities (including contingent liabilities)
assumed in a business combination are measured initially at their fair values at the acquisition date, irrespective of the extent
of any minority interest. The excess of the cost of acquisition over the fair value of net assets and liabilities acquired is
recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets and liabilities acquired, the
difference is recognised directly in the income statement

Inter-company transactions, balances and unrealised gains on transactions between the Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Bank.

Subsidiaries in the stand-alone financial statements are accounted at cost — that is the income from investment is recognised
only to the extent that the Bank receives as appropriation of post-acquisition accumulated profit. Amounts received from the
subsidiaries in excess of such appropriation of profit are accounted for as reduction of the value of investment.

Foreign currency translation

All monetary assets and liabilities denominated in foreign currencies are translated into the Lithuanian litas (LTL) at the
official rate of the Bank of Lithuania prevailing at the end of the reporting period. Gains and losses arising from this
translation are included in the income statement for the period. All non-monetary liabilities and assets are translated using the
exchange rate prevailing on the date of acquisition.

Foreign currency transactions are recorded in the litas using the exchange rate prevailing on the date of the transactions.
Exchange differences arising from the settlement of transactions denominated in foreign currency are charged to the income
statement at the time of settlement using the exchange rate prevailing at that date.

Derivative financial instruments

Derivative financial instruments including foreign exchange forwards, swaps, options (both written and purchased) and other
derivative financial instruments are initially recognised in the balance sheet at cost (that is fair value of amount paid or
received) and subsequently re-measured at their fair value. Fair values are obtained from quoted market prices and options
pricing models as appropriate. All derivatives are carried as assets when fair value is positive and as liabilities when fair
value is negative.

Certain embedded derivatives, such as the conversion option in a convertible bond, are treated as separate financial
instruments when their risks and characteristics are not closely related to those of the host contract and the host contract is
not carried at fair value with unrealised gains and losses reported in income.

Changes in the fair value of derivatives held for trading are included in net profit from transactions in securities and financial
derivative instruments.

Certain derivative transactions, while providing effective economic hedges under the Group’s risk management positions, do
not qualify for hedge accounting under the specific rules in IAS 39 and are therefore treated as derivatives held for trading
with fair value gains and losses reported in income.

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

Off-setting of financial instruments
Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable

right to set off the recognised amounts and there is an internion to settle on a net basis, or realise the asset and settle the
liability simultaneously.
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ACCOUNTING POLICIES (continued)

Recognition of income and expenses

Interest income and expense are recognised in the income statement on an accrual basis using the effective interest method
based on the actual purchase price. 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. When calculating the effective interest rate, the Group estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) but does not consider future credit losses. The calculation includes all
fees and points paid or received between parties to the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

Loan origination fees are accounted for as an adjustment to the effective interest rate calculation for each issued loan
separately. Other commission fees, certain taxes and other similar income and expenses are recognised as gained or incurred.

Cash received during an accounting period which is not recognised as income of this period is shown in the balance sheet as
deferred income (liabilities) and expenses made during an accounting period which are not recognised as expenses of an
accounting period are shown in the balance sheet as deferred charges (assets).

Taxation

a) Income tax

In accordance with the Lithuanian Law on Corporate Profit Tax, the current income tax rate is 15% on taxable income.
Expenses related to taxation charges and included in these financial statements are based on calculations made by the
management in accordance with Lithuanian regulatory legislation on taxes. In addition, temporary social tax on profit of 4%
and 3% is applicable for the years 2006 and 2007 respectively.

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. Where an overall deferred tax asset arises, this is
only recognised in the financial statements to the extent that its recoverability can be foreseen by the management as being
probable.

b) Other taxes

Road tax of 1% is imposed on net interest income and on income from other services. Real estate tax rate is 1% on the tax
value of real estate amongst fixed tangible assets and foreclosed assets. The Bank is also obliged to pay land and land lease
taxes, make payments to guarantee fund and social security contributions. These taxes are included in other expenses in the
income statement.

Cash and cash equivalents

Cash and cash equivalents comprise the cash, other valuables, balances in correspondent bank accounts, a correspondent
account and time deposits with the Bank of Lithuania and short-term treasury bills with the maturity term of less than three
months.

Trading securities

Trading securities are securities which were acquired either for generating a profit from short-term fluctuations in price or
dealer’s margin, or are securities included in a portfolio in which a pattern of short-term profit taking exists. Trading
securities are initially recognised at fair value, which is based on quoted bid prices or derived from a discounted cash flow
model if market price is unreliable measure. All related realised and unrealised gains and losses are included in net trading
income. Interest earned whilst holding trading securities is reported as interest income. Dividends received are included in
dividend income.

All purchases and sales of trading securities that require delivery within the time frame established by regulation or market
convention (‘regular way’ purchases and sales) are recognised at trade date, which is the date that the Group commits to
purchase or sell the asset. Otherwise such transactions are treated as derivatives until settlement occurs.
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ACCOUNTING POLICIES (continued)

Securities available for sale and held to maturity

Available-for-sale financial assets are those non-derivative financial assets that are designated as available for sale or are not
classified as loans and receivables, held to maturity investments or financial assets at fair value through profit or loss.
Management determines the appropriate classification of its investments at the time of the purchase.

Available for sale securities are initially recognised and are subsequently re-measured at fair value based on quoted bid prices
or amounts derived from discounted cash flow models. Unrealised gains and losses arising from changes in the fair value of
securities classified as available-for-sale are recognised directly in equity through the statement of changes in equity except
for impairment losses and foreign exchange gains or losses. When the financial asset is derecognised the cumulative gain or
loss previously recognised in equity is recognised in profit or loss. However interest calculated using the effective interest
rate is recognised in profit or loss.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities
that the Group’s management has the positive intention and ability to hold to maturity. Held-to-maturity investments are
initially recognised at fair value plus transactions costs and subsequently are measured at amortised cost using the effective
yield method, less any provision for impairment. A financial asset is impaired if its carrying amount is greater than its
estimated recoverable amount.

Interest earned whilst holding securities is reported as interest income. Dividends receivable are included separately in
dividend income when a dividend is received.

All regular way purchases and sales of securities are recognised at trade date, which is the date that the Group commits to
purchase or sell the asset. All other purchases and sales are recognised as derivative forward transactions until settlement.

Loans

Loans originated by the Group by providing money directly to the borrower (or to a sub-participation agent at draw down)
are categorised as loans and are carried at amortised cost. All loans and advances are recognised when cash is advanced to
borrowers.

Impairment losses on loans, held to maturity investments, available for sale assets and provisions for other assets

Losses on loan and held to maturity investment impairment is established if there is objective evidence that the Group will
not be able to collect all amounts due. The amount of the impairment losses is the difference between the carrying amount
and the recoverable amount, being the present value of expected cash flows, including amounts recoverable from guarantees
and collateral, discounted based on the interest rate at inception.

In the case if investments classified as available for sale, a significant or prolonged decline in the fair value of the security
below its cost is considered in determining whether the assets are impaired. If any such evidence exists for available for sale
financial assets, the cumulative loss — measured as difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in profit or loss — is removed from equity and recognised in the
income statement.

Reverse repurchase transactions

Securities purchased under agreements to resell (“reverse repos”) are recorded as loans and advances to other banks or
customers, as appropriate. The difference between sale and repurchase price is treated as interest and accrued over the life of
agreement using the effective interest method. Securities borrowed are not recognised in the financial statements, unless these
are sold to third parties, in which case the purchase and sale are recorded with the gain or loss included in trading income.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation. Intangible assets are amortised using the straight-line
method over their estimated useful life.
Property and equipment

Property and equipment are held at historical cost plus revaluation less accumulated depreciation. Depreciation is provided
on a straight-line basis to write off proportionally the cost of each asset over its estimated useful life.
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ACCOUNTING POLICIES (continued)

Property and equipment (continued)

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. 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 and losses on disposals of fixed assets are determined by
reference to their carrying amount and are charged to the income statement.

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

Asset maintenance costs are charged to the income statement when they are incurred. Significant renewals of assets are
capitalised and depreciated over the remaining useful life period of the improved asset.

Investment property

Land and buildings that are held to earn rentals or for capital appreciation or both are accounted for as investment property.

An investment property is measured initially at its cost (including transaction costs). After initial recognition, the investment
property is measured at its fair value, except for in the exceptional cases that there is clear evidence when an enterprise first
acquires an investment property that the enterprise will not be able to determine the fair value of the investment property
reliably on a continuing basis then, the investment property is measured at depreciated acquisition cost and impairment
charge.

A gain or loss arising from a change in the fair value of investment property is included in the income statement for the
period in which it arises.

Operating and finance lease

a) Group company is the lessee
Operating lease
Leases where a significant portion of risks and rewards of ownership are retained by the lessor are classified as operating
leases. The total payments made under operating leases are charged to the income statement on a straight-line basis over the
period of lease.

Finance lease

Leases of fixed tangible assets where the Company assumes substantially all the benefits and risks of ownership are classified as
finance leases. Finance leases are capitalised at the estimated present value of the minimum lease payments. Each lease payment
is allocated between the liability and finance charges so as to achieve a constant interest rate on the finance balance outstanding.
The corresponding rental obligations, net of finance charges, are included in current and non-current borrowings. The interest
element of the finance cost is charged to the income statement over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period. The fixed tangible assets acquired under finance leasing
contracts are depreciated over the shorter of the useful life of the asset or the lease term.

b) Group company is the lessor

Operating leases

Assets leased out under operating leases are included in tangible fixed assets in the balance sheet. They are depreciated over
their expected useful lives on a basis consistent with similar owned fixed assets. Rental income is recognised on a straight-
line basis over the lease term.

Finance leases

Rights and liabilities arising from finance lease activities of a subsidiary company are recognised when the leasing
beneficiary pays the first payment of the covered amount and are recorded at the financed value of the assets under finance
lease reduced by the amount of the first pay.
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ACCOUNTING POLICIES (continued)

Operating and finance lease (continued)

The present value of the lease payments is recognised as a receivable. The difference between the gross receivable and the
present value of the receivable is recognised as unearned finance income. Lease income is recognised over the term of the
lease using the net investment method (before tax), which reflects a constant periodic rate of return.

Foreclosed assets

Assets foreclosed from defaulted loan customers and other assets kept for sale are stated at the lower of cost and estimated
market value, determined by the independent valuers or the Bank’s internal valuers.

Borrowings

Borrowings are recognised initially at ‘cost’, being their issue proceeds net of transaction costs incurred. Subsequently
borrowings are 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 rates.

Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is more
likely than not that an outflow of resources will be required to settle the obligation; and the amount has been reliably
estimated.

Dividends

Dividends on the Bank’s shares are recorded in equity in the period in which they are declared.

Employee benefits

a) Social security contributions

The Group companies pay social security contributions to the state Social Security Fund (the Fund) on behalf of their employees
based on the defined contribution plan in accordance with the local legal requirements. A defined contribution plan is a plan
under which the Group pays fixed contributions into the Fund and will have no legal or constructive obligations to pay further
contributions if the Fund does not hold sufficient assets to pay all employees benefits relating to employee service in the current
and prior period. The social security contributions are recognised as an expense on an accrual basis and are included within staff
costs.

b) Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before the normal retirement date or
whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits
when it is demonstrably committed to either terminate the employment of current employees according to a detailed formal plan
without possibility of withdrawal or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy. Benefits falling due more than 12 months after balance sheet date are discounted to present value. Termination
benefits are included within staff costs in the income statement and within other liabilities in the balance sheet.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments. A geographical segment is engaged in providing products or
services within a particular economic environment that are subject to risks and returns that are different from those of
segments operating in other economic environments.

Fiduciary activities

Assets and income arising thereon together with related undertakings to return such assets to customers are excluded from
these financial statements where the Group acts in a fiduciary capacity such as nominee, trustee or agent.

Fair value of assets and liabilities

Fair value represents the amount at which an asset could be exchanged or a liability settled on an arm’s length basis.
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FINANCIAL RISK MANAGEMENT

Strategy in using financial instruments

By its nature the Group’s activities are principally related to the use of financial instruments including derivatives. The Group
accepts deposits from customers and borrows from other financial institutions at both fixed and floating rates and for various
periods and seeks to earn above average interest margins by investing these funds in high quality assets. The Group seeks to
increase these margins by consolidating short-term funds and lending for longer periods at higher rates whilst maintaining
sufficient liquidity to meet all claims that might fall due.

The Group also seeks to raise its interest margins by obtaining above average margins, net of provisions, through lending to
commercial and retail borrowers with a range of credit standings. Such exposures involve not just on-balance sheet loans and
advances but the Group also enters into guarantees and other commitments such as letters of credit and other guarantees.

Capital adequacy

The capital adequacy ratio is calculated in accordance with the rules approved by the Bank of Lithuania, which are based on
the Basel Committee recommendations. The Bank of Lithuania requires local commercial banks to maintain a minimum
capital adequacy ratio of 10% up to 1 December 2004 and 8% after this date.

The Group
31 December 31 December
2005 2004
Calculated capital 92,172 63,349
Risk weighted assets and off balance sheet
items 783,204 483,816
Capital adequacy ratio 11.77 13.09
The Bank
31 December 31 March 30 June 30 September 31 December
2004 2005 2005 2005 2005
Calculated capital 63,349 64,837 66,623 86,194 87,286
Risk weighted assets and off balance sheet
items 483,816 557,130 621,339 718,123 754,430
Capital adequacy ratio 13.09 11.64 10.72 12.00 11.57
Credit risk

In the ordinary course of business the Group takes on exposure to credit risk which is the risk that a counter party will be
unable to pay amounts in full when due. The Group structures the levels of credit risk it undertakes by placing limits on the
amount of risk accepted in relation to one borrower, or groups of borrowers and to industry segments. Such risks are
monitored on a rolling basis and subject to an annual or more frequent review. The structures of borrowings and lessees in
respect of the Bank’s management of credit risk are disclosed in Notes 14 and 15, respectively.

Credit related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as required. Guarantees and
letters of credit, which represent irrevocable assurances that the Group will make payments in the event that a customer
cannot meet its obligations to third parties, carry the same credit risk as loans.

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of loans, guarantees or
letters of credit. With respect to them, the Group is potentially exposed to loss in an amount equal to the total unused
commitments. However, the likely amount of loss is less than the total unused amount since most commitments are
contingent upon customers maintaining specific credit standards.
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FINANCIAL RISK MANAGEMENT (continued)

Liquidity risk

In the ordinary course of business the Group is exposed to daily calls on its available cash resources from overnight deposits,
current accounts, maturing deposits, loan draw downs, guarantees and from margin and other calls on cash settled
derivatives, settle other Group liabilities. The Group does not maintain cash resources to meet all of these needs as
experience shows that a minimum level of reinvestment of maturing funds can be predicted with a high level of certainty.

Note 31 analyses assets and liabilities of the Bank and the Group into relevant maturity groupings based on the remaining
period at balance sheet date to the contractual maturity date. The Group's and the Bank's liabilities on demand exceed assets
with similar duration. The liquidity of the Group and the Bank at any moment is ensured by the portfolio of the debt
securities kept by the Bank, which have liquid secondary market, and which comprise debt securities of the Government of
Lithuania (for details see note 17 Investment securities).

Currency risk

The Group takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates on its financial
position and cash flows. The management sets limits on the level of exposure by currency and in total for both overnight and
intra-day positions, which are monitored daily. The Bank’s and the Group’s exposure to foreign currency exchange rate risk
is summarised in Note 32.

Interest rate risk

The Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial
position and cash flows. Interest margins may increase as a result of such changes but may reduce or create losses in the
event that unexpected movements arise. The Board sets limits on the level of mismatch of interest rate reprising that may be
undertaken. The Group’s and the Bank’s exposure to interest rate risk is summarised in Note 33.
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SEGMENT REPORTING

The Group and the Bank operate in one geographical area, which is the Republic of Lithuania. The Group’s and the Bank’s

credit risk is concentrated therein.

Below, there is a summary of major indicators for the main segments of the Group included in the balance sheet as at 31

December 2005 and in the income statement for the year then ended:

Internal
External
Net interest income

Internal
External
Net commissions income

Internal
External
Operating income

Provisions expenses
Internal

External
Operating expenses

Amortisation
Depreciation

Internal
External
Net other income

Profit before tax
Income tax expenses

Profit per segment after tax

Minority interest
Net profit

Total segment assets
Total segment liabilities

Net segment assets (shareholders’ equity)

Fixed asset additions

Investment Real estate

Banking Leasing management development Total Group
2,841 (2,032) (254) (555) -
20,089 5,849 4 (75) 25,867
22,930 3,817 (250) (630) 25,867
3,190 (2,380) (254) (559) 3)
26,519 5,836 94 (29) 32,420
29,709 3,456 (160) (588) 32,417
3,191 (2,381) (254) (559) 3)
29,051 5,831 2,718 409 38,009
32,242 3,450 2,464 (150) 38,006
(339) (178) 87) 350 (254)
(64) (231) (25) (26) (346)
(24,214) (1,757) (573) (1,534) (28,078)
(24,278) (1,988) (598) (1,560) (28,424)
(652) (69) 1 (C)] (73D
(2,498) (358) (47) (417) (3,320)
285 64 - - 349
292 150 696 2,120 3,258
577 214 696 2,120 3,607
5,052 1,071 2,427 334 8,884
- (162) (263) - (425)
5,052 909 2,164 334 8,459
- - (858) (18) (876)
5,053 909 1,305 316 7,583
940,092 69,920 19,637 37,158 1,066,807
948,777 5,827 9,520 191 963,931
90,233 1,135 3,568 7,896 102,876
7,047 599 3 11,730 18,777
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SEGMENT REPORTING (continued)

Below, there is a summary of major indicators for the main segments of the Group included in the balance sheet as at 31

December 2004 and in the income statement for the year then ended:

Internal
External
Net interest income

Internal
External
Net commissions income

Internal
External
Operating income

Provisions expenses

Internal
External
Operating expenses

Amortisation
Depreciation

Internal
External
Net other income

Profit before tax
Income tax expenses

Profit per segment after tax
Minority interest
Net profit

Total segment assets
Total segment liabilities
Net segment assets (shareholders’ equity)

Fixed asset additions

Investment Real estate

Banking Leasing management development Total Group
2,041 (1,287) (344) (410) -
15,292 4,753 347 413 20,805
17,333 3,466 3 3 20,805
2,362 (1,605) (345) (412) -
20,246 5,063 446 428 26,183
22,608 3,458 101 16 26,183
2,393 (1,636) (345) (412) -
22,814 5,139 1,630 574 30,156
25,206 3,503 1,285 162 30,156
(149) (74) (16) (438) (677)
(79) (175) (26) (66) (346)
(20,806) (1,898) (507) (999) (24,210)
(20,885) (2,073) (533) (1,065) (24,556)
611) (50) 2) (6) (669)
(2,363) (236) (48) (247) (2,894)
225 121 0 0 346
404 301 30 7,181 7,916
629 422 30 7,181 8,262
1,681 1,546 742 5,653 9,622
- (157) (15) (830) (1,002)
1,681 1,389 727 4,823 8,620
- - (141) (1,966) (2,107)
1,681 1,389 586 2,857 6,513
636,966 43,680 10,818 25,158 716,622
636,854 7,052 233 1187 645,326
61,081 2,422 2,405 5,388 71,296
6,776 2,465 7 13,920 23,176
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 NET INTEREST INCOME
2005 2004
Group Bank Group Bank
Interest income:
on loans to other banks and financial institutions and placements
with credit institutions 1.539 3581 584 2.081
on other loans 33,143 33,595 24,923 25,271
on debt securities acquired 5,243 5,243 4,779 4,779
on finance leases 5,800 - 4,949 -
Total interest income 45,725 42,419 35,235 32,131
Interest expense:
on liabilities to central banks (104) (104) (228) (228)
on liabilities to other banks and financial institutions and amounts
due to credit institutions (2,470) (2,281) (2,182) (2,009)
on deposits and other repayable funds (16,981) (16,807) (11,991) (11,991)
on debt securities issued (301) (301) - -
on finance leases 2) - (16) -
Total interest expense (19,858) (19,493) (14,430) (14,228)
Net interest income 25,867 22,926 20,805 17,903
NOTE 2 NET FEE AND COMMISSION INCOME
2005 2004
Group Bank Group Bank
Fee and commission income:
for money transfer operations 5,627 5,727 4,360 4,446
for payment card services 1,010 1,015 791 791
for exchange of base currency 757 758 594 595
for operations with securities 489 489 278 278
other fee and commission income 1,704 1,764 1,455 1,558
Total fee and commission income 9,587 9,753 7,478 7,668
Fee and commission expense:
for payment card services (1,672) (1,669) (1,086) (1,083)
for money transfer operations (888) (888) (719) (718)
for operations with securities (393) (362) (238) (237)
for exchange of base currency @) 7 ®) 8)
other fee and commission expenses (74) (47) (49) (22)
Total fee and commission expense (3,034) (2,973) (2,100) (2,068)
Net fee and commission income 6,553 6,780 5,378 5,600
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 3 NET GAIN ON OPERATIONS WITH SECURITIES AND FINANCIAL INSTRUMENTS
2005 2004
Group Bank Group Bank
Gain (loss) from trading securities:
Realised gain on trading equity securities 2,829 141 320 252
Unrealised gain on trading debt securities (446) (446) 1,231 311
Unrealised gain on trading equity securities (131) (135) 364 22
Realised gain on trading debt securities 478 478 - -
Net gain from trading securities 2,730 38 1,915 585
Dividend and other income from equity securities 434 63 76 76
Net (loss) from foreign exchange derivative financial instruments 660 660 (1,336) (1,336)
Total 3,824 761 655 (675)
NOTE 4 ADMINISTRATIVE AND OTHER OPERATING EXPENSES
2005 2004
Group Bank Group Bank
Salaries, social insurance and other related expenses 15,790 13,453 13,460 11,564
Depreciation of fixed tangible assets 3,320 2,497 2,894 2,357
Rent of premises and maintenance expenses 3,071 2,803 2,881 2,659
Transportation, post and communications expenses 2,050 1,751 1,951 1,685
Amortisation of intangible assets 731 645 669 596
Advertising and marketing expenses 590 451 424 350
Training and business trip expenses 156 128 179 160
Compulsory insurance of deposits 3,024 3,024 2,134 2,134
Road tax, real estate tax and other taxes 409 212 935 435
Support 295 285 293 288
Legal expenses 258 258 157 157
Other operating expenses 2,628 1,716 1,927 1,382
Total (32,322) (27,223) (27,904) (23,767)
NOTE 5 PROVISIONS FOR OTHER ASSETS
2005 2004
Group Bank Group Bank

Expenses for (release of) provisions on:

foreclosed assets and investment properties - - (101) (101)
receivables for sold foreclosed assets 142 142 - -
finance lease receivables 119 - 80 -
other doubtful assets (203) 302 438 -
Total 58 444 417 (101)
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 6 OTHER INCOME
2005 2004

Group Bank Group Bank
Gain on disposal of assets 1,062 48 6,294 122
Income from lease of assets 1,274 347 936 297
Other income 1,115 194 817 295
Total 3,451 589 8,047 714
NOTE 7 PROVISIONS FOR LOANS AND ACCRUED INTEREST, AND OFF-BALANCE SHEET

COMMITMENTS
For off-balance
Group For loans sheet items Total
Increase (decrease) of provisions, net 612 (26) 586
Recovered written off loans (326) - (326)
Expenses for provisions in 2004 286 (26) 260
Increase (decrease) of provisions, net 1,296 (74) 1,222
Recovered written off loans (1,026) - (1,026)
Expenses for provisions in 2005 270 (74) 196
For off-balance
Bank For loans sheet items Total
Increase (decrease) of provisions, net 578 (26) 552
Recovered written off loans (320) - (320)
Expenses for provisions in 2004 258 (26) 232
Increase (decrease) of provisions, net 1,087 (74) 1,013
Recovered written off loans (1,026) - (1,026)
Expenses for provisions in 2005 61 (74) (13)
NOTE 8 INCOME TAX
2005 2004

Group Bank Group Bank
Current tax for the year (see below) 426 - 1,002 -
Movement in deferred taxes (see below) (1) - - -
Total 425 - 1,002 -
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 8 INCOME TAX (CONTINUED)

The tax on the Bank’s and the Group profit before tax differs from the theoretical amount that would arise using the basic tax
rate as follows:

2005 2004
Group Bank Group Bank
Profit before tax 8,884 8,103 9,622 6,513
Tax calculated at a rate of 15% 1,333 1,215 1,443 977
Income not subject to tax (1,350) (1,293) (1,056) (1,341)
Expenses not deductible for tax purposes 884 573 327 98
Increase tax losses 106 - 288 266
Utilisation of tax losses (546) (495) - -
Tax charge 425 - 1,002 -
2005 2004
Group Bank Group Bank
Movement in deferred tax liabilities
Opening balance 113 - 113 -
Credited to net profit (1) - - -
Closing balance 112 - 113 -
Group - deferred tax assets and liabilities
2005 2004
Deferred Deferred

Temporary tax asset Temporary tax asset
differences  (liability) differences  (liability)

Revaluation of securities (935) (140) (605) 1)
Difference between net book value and tax base of fixed assets 2,577) (387) (2,369) (355)
Effect of social tax on deferred tax liabilities - (38) - -
Accumulated tax losses 3,022 453 6,129 919
Accrued charges 1,094 164 1,227 184
Deferred income tax on dividends paid to shareholders 1,355 203 - -
Effect of social tax on deferred tax assets - 165 - -
Unrecognized deferred tax asset - (532) - (770)
Deferred tax asset 453 333
Deferred tax liability (565) (446)

Group - tax losses carried forward

Deferred tax assets are recognised for tax loss carried forwards to the extent that realisation of the related tax benefit through
future taxable profits is probable. The Group’s tax losses carried forward expire as follows:

Year of expiry 2005
2008 1,051
2009 1,438
2010 533
Total 3,022
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 8 INCOME TAX (CONTINUED)

Bank - deferred tax assets and liabilities

Revaluation of securities

Difference between net book value and tax base of fixed assets
Effect of social tax on deferred tax liabilities

Accumulated tax losses

Accrued charges

Deferred income tax on dividends paid to shareholders

Effect of social tax on deferred tax assets

Unrecognized deferred tax assets

Deferred tax asset
Deferred tax liability

Bank — tax losses carried forward

2005 2004

Deferred Deferred

Temporary tax asset Temporary tax asset
differences  (liability) differences  (liability)
(55) 8) (533) (80)
(1,707) (256) (1,616) (242)

- 1) - -

2,485 373 5,786 868
1,094 164 1,227 184

1,355 203 - -

- 143 - -

- (598) - (730)

285 322

(285) (322)

Deferred tax assets are recognised for tax loss carried forwards to the extent that realisation of the related tax benefit
through future taxable profits is probable. The Group’s tax losses carried forward expire as follows:

Year of expiry 2005
2008 1,051
2009 1,434
Total 2,485

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities. The following amounts, determined after appropriate offsetting, are shown in the balance sheet:

Deferred tax assets
Deferred tax liabilities

Net deferred tax liability after offsetting

2005 2004

Group Bank Group Bank
453 285 333 322
(565) (285) (446) (322)
(112) - (113) -
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 9 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary
shares in issue during the period. The Group and the Bank have no dilutive potential ordinary shares and therefore diluted
earnings per share are the same as basic earnings per share.

Weighted average number of shares in issue for year ended 31 December 2005 was 66,764 thousand (242 days — 62,720

thousand shares, 123 days — 74,720 thousand shares). Weighted average number of shares for the year ended 31 December
2004 was 59,568 thousand (355 days — 59,470 thousand shares, 11 days — 62,720 thousand shares).

Earnings per share

Group 2005 2004
Net profit 7,583 6,513
Weighted average number of issued shares (thousand of shares) 66,764 59,568
Earnings per share (in LTL per share) 0.11 0.11
Bank 2005 2004
Net profit 8,103 4,440
Weighted average number of issued shares (thousand of shares) 66,764 59,568
Earnings per share (in LTL per share) 0.12 0.07
NOTE 10 CASH AND BALANCES WITH CENTRAL BANK
2005 2004
Group Bank Group Bank
Cash and other valuables 21,649 21,638 18,815 18,804
Placements with Central Bank:
Correspondent account with central bank 9,687 9,687 824 824
Mandatory reserves in national currency 44,347 44,347 25,676 25,676
Mandatory reserves in foreign currency - - 7,197 7,197
Total placements with Central Bank 54,034 54,034 33,697 33,697
Total 75,683 75,672 52,512 52,501

Mandatory reserves comprise the funds calculated on a monthly basis as a 6% share of the average balance of deposits of the
previous month. The mandatory reserves are held with the Bank of Lithuania in the form of deposits. The compensation for
deposits held is calculated according to the Regulations of the Bank of Lithuania.

NOTE 11 DUE FROM OTHER BANKS AND FINANCIAL INSTITUTIONS
2005 2004
Group Bank Group Bank
Correspondent bank accounts 26,829 26,782 8,295 8,295
Repurchase contracts 7,352 7,352 - -
Time deposits with banks 27,372 27,372 25,461 25,461
Loans granted to financial institutions 11,958 74,403 6,000 41,053
Total 73,511 135,909 39,756 74,809
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NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 11 DUE FROM OTHER BANKS AND FINANCIAL INSTITUTIONS (CONTINUED)

The loans granted to financial institutions consisted of the following (principals outstanding):

e Loans to UAB §iauliq Banko Lizingas, amounting to LTL 62,445 thousand at 4.2% annual interest rate on loans in
LTL, 4.0 % on loans in EUR, and 3.0 % on loans in USD (2004: LTL 34,333 thousand at 4.5% annual interest rate);

e Loans to UAB Siauliy Banko Faktoringas, amounting to LTL 299 thousand at 4.5% annual interest rate (2004: LTL 720
thousand at 4.5% annual interest rate);

e Loan to UAB Ukio Banko Lizingas amounting to LTL 9,030 thousand at 4.0% annual interest rate (2004:
LTL 6,000 thousand at 4.8% annual interest rate);

e  Loan to Dresdner Bank AG, Duesseldorf amounting to LTL 2,768 thousand at 5.1% annual interest rate (2004: none);

e Loan to First Investment Bank LTD, Sofia amounting to LTL 160 thousand at 5.1% annual interest rate (2004: none).

NOTE 12 TRADING SECURITIE