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Independent Auditors’ Report (iree translation?)
To the Council of Administration of the National Bank of Moldova

We have audited the accompanying financial statements of the National Bank of Moldova (“the
Bank™), which comprise the balance sheet as at 31 December 2014, the statement of comprehensive
result, statement of capital and reserves and statement of cash flows for the year then ended, and
notes, comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management of the Bank is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to frand or error.

Auditors’ 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 our 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, we consider 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 Bank’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 of the Bank present fairly, in all material
respects, the financial position of the Bank as at 31 December 2014, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

! TRANSLATOR’S EXPLANATORY NOTE: The above translation of the auditors’ report is provided as a free
translation from Romanian which is the official and binding version.
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Emphasis of matter

Without qualifying our opinion, we draw attention to Notes 9 and 29 to the financial statements,
which describe the Bank granted emergency short term credit lines to three licensed banks from
Republic of Moldova up to the limit of MDL 9,434,518 thousand, in order to ensure the financial
sector stability, and also the terms and conditions for granting these loans. The loans are guaranteed
by State guarantee, which stipulates the Bank will receive government securities issued by Ministry
of Finance of Republic of Moldova in a timeframe of four months after the date when the guarantee

produces legal effects. As at 31 December 2014 the utilized balance of these credit lines is MDL
6,450,000 thousand.

Other Matters

This report is made solely to the Council of Administration of the National Bank of Moldova, as a
body. Our audit work has been undertaken so that we might state to the Council of Administration
of the National Bank of Moldova those matters we are required to state to them in an auditors’
report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Council of Administration of the National Bank of
Moldova, as a body, for our andit work, for the report on the accompanying financial statements,
or for the opinion we have formed.

Refer to the original signed
Romanian version

KPMG Moldova S.R.L.
16 March 2015
Chisinau, Republic of Moldova

Ref.: 15008Eng

! TRANSLATOR’S EXPLANATORY NOTE: The above translation of the auditors’ report is provided as a free

translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA

BALANCE SHEET
As at 31 December 2014
31 December 31 December
Pl 2014 2013
MDL’000 MDL’000
ASSETS
Cash and short-term placements with banks 5 13,140,735 12,559,105
Monetary gold 6 44,159 37,392
Due from international financial institutions 7 2,805,833 2,563,064
Securities issued by the Government of the Republic of
Moldova 8 2,075,118 2,079,360
Loans granted to banks and individuals 9 7,671,022 281,423
Investment securities 10 20,472,929 24,167,783
Property and equipment 12 25,430 24,818
Intangible assets 12 21,540 23,258
Other assets 13 33,110 3,834
TOTAL ASSETS 46,289,876 41,740,037
LIABILITIES, CAPITAL AND RESERVES
Liabilities
National currency issued into circulation 14 19,216,997 19,040,704
Due to the Government of the Republic of Moldova 15 2,398,196 1,641,481
Due to banks 16 8,509,563 7,029,497
Certificates issued by the National Bank of Moldova 17 219,809 2,602,671
Due to international financial institutions 7 8,896,675 8,299,036
Other liabilities 18 955,096 312,886
Total liabilities 40,196,336 38,926,275
Capital and reserves 19
Authorized capital 330,017 330,017
General reserve fund 418,005 (471,360)
Total statutory capital 748,022 (141,343)
Reserve of unrealized foreign exchange gains from foreign
currency stocks’ revaluation 5,106,782 2,733,942
Reserve of unrealized gains on revaluation of investment
securities 240,117 227,835
Other reserves (1,381) (6,672)
Total capital and reserves 6,093,540 2,813,762
TOTAL LIABILITIES, CAPITAL AND RESERVES 46,289,876 41,740,037

The accompanying notes 1 — 29 are an integral part of these Financial Statements.

The Financial Statements were approved by the Council of Administration of the National Bank of Moldova on 16 March 2015.

Dorin Dragutanu |

DSaf Aom,

Governor

asile Munteanu /
Vasile Munt / Q%J/ /(/

Director of the Budget, Finance and Accounting

Department, Chief-accountant

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA

STATEMENT OF COMPREHENSIVE RESULT

For the year ended 31 December 2014

Interest income from short-term placements
Interest income from securities
Interest income from loans and Repo agreements

Interest expenses on loans received

Interest expenses on deposits and mandatory reserves
Interest expenses on transactions with securities and Repo
agreements

Net interest income

Gains from foreign currency transactions and foreign
exchange rate differences

Gains /(losses) from the revaluation of securities
Other income

Operating expenses

Net Operating Income

NET PROFIT

Items that can be reclassified to net profit

Revaluation of securities issued by the Government of the
Republic of Moldova

Revaluation of monetary gold

COMPREHENSIVE RESULT

Calculation of the Profit available for distribution

NET PROFIT
(Allocation) /covering of unrealized (gains) /losses on
foreign exchange revaluation of investment securities
Allocation of unrealized gains on revaluation of foreign
currency stocks

PROFIT AVAILABLE FOR DISTRIBUTION

The accompanying notes 1 — 29 are an integral part of these Financial Statements.

Notes 2014 2013

MDL’000 MDL’000
21 32,373 27,887
21 412,555 366,109
21 17,119 1,041
462,047 395,037
22 (34,522) (31,017)
22 (58,618) (60,477)
22 (56,928) (144,953)
(150,068) (236,447)
311,979 158,590
23 3,905,825 2,253,649
24 29,824 (81,555)
25 32,768 47,866
26 (116,544) (211,578)
3,851,873 2,008,382
4,163,852 2,166,972
(1,477) 1,361
6,768 (10,201)
4,169,143 2,158,132
4,163,852 2,166,972
20 (12,282) 73,076
20 (2,372,840) (1,989,968)
20 1,778,730 250,080

The Financial Statements were approved by the Council of Administration of the National Bank of Moldova on 16 March 2015.

Dorin Drigutanu

Ot at fam,

Governor

Department, Chief-accountant

Vasile Munteanu / K/JZ/{/ 7"{/ /

Director of the Budget, Finance and Accounting

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
STATEMENT OF CASH FLOWS
For the year ended 31 December 2014

Notes 2014 2013
MDL’000 MDL’000

Cash flows from operating activities
Interest receipts 514,502 436,817
Interest payments (151,197) (238,311)
Gain/(losses) from investment securities 17,542 (8,479)
Other receipts 32,730 47,863
Payments to personnel and suppliers (108,487) (207,633)
Cash flows before changes in assets and liabilities 305,090 30,257
Decrease /(increase) in amounts due from international financial
institutions 72,869 (60,533)
(Increase) /decrease in loans granted to banks and individuals (7,387,824) 24,407
Decrease /(increase) in investment securities 6,696,259 (4,829,417)
Increase in operating assets (618,696) (4,865,543)
Increase in the national currency issued into circulation 176,292 4,486,491
Increase /(decrease) in balances due to Government of the
Republic of Moldova 735,781 (258,742)
Increase in balances due to banks 1,181,827 796,202
Decrease in certificates issued by the National Bank of Moldova (2,381,414) (1,136,384)
Decrease in balances due to international financial institutions (412,153) (275,415)
(Decrease) /increase in other liabilities (124,083) 125,702
(Decrease) fincrease in operating liabilities (823,750) 3,737,854
Net cash flows from operating activities (1,137,356) (1,097,432)
Property, equipment and intangible assets acquisitions (9,619) (22,176)
Net cash flows used in investing activities 9,619) (22,176)
Payments to the State Budget with regards to profit distribution (125,040) (113,549)
Net cash flows used in financing activities (125,040) (113,549)
Differences from revaluation of cash and cash equivalents 1,849,403 978,347
Increase /(decrease) in cash and cash equivalents 577,388 (254,810)
Cash and cash equivalents at the beginning of the year 14,638,465 14,893,275
Cash and cash equivalents at the end of the year 15,215,853 14,638,465
Analysis of cash and cash equivalents
Cash in hand in foreign currency 5 1,233,359 1,051
Nostro accounts 5 233,890 640,347
Term deposits in foreign currency 5 11,673,486 11,917,707
Securities issued by the Government of the Republic of Moldova 8 2,075,118 2,079,360
Cash and cash equivalents 15,215,853 14,638,465

The accompanying notes 1 — 29 are an integral part of these Financial Statements.

* Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
STATEMENT OF CAPITAL AND RESERVES
For the year ended 31 December 2014

Reserve of
unrealized
foreign Reserve of
exchange unrealized
gains from gains on
foreign revaluation Profit Total
General currency of available Capital
Authorized reserve stocks’ investment Other for and
capital fund revaluation securities reserves _ distribution  reserves
MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000 MDL’000
Balance as at
1 January 2013 330,017 (596,400) 743,974 300,911 2,168 - 780,670
Profit - - 1,989,968 (73,076) - 250,080 2,166,972
Other comprehensive income:
Differences on revaluation of
securities issued by the
Government of the Republic
of Moldova - - - - 1,361 - 1,361
Differences on revaluation of
monetary gold - - - - (10,201) - (10,201)
Other comprehensive
income, total - - - - (8,840) - (8,840)
Comprehensive result at the
end of the year - - 1,989,968 (73,076) (8,840) 250,080 2,158,132
Allocation of profit
Increase of the general reserve
fund - 125,040 - - - (125,040) -
Allocation of profit to the
State Budget - - - - - (125,040)  (125,040)
Balance as at
31 December 2013 330,017 (471,360) 2,733,942 227,835 (6,672) - 2,813,762
Balance as at
1 January 2014 330,017 (471,360) 2,733,942 227,835 (6,672) - 2,813,762
Profit - - 2,372,840 12,282 - 1,778,730 4,163,852
Other comprehensive income:
Differences on revaluation of
securities issued by the
Government of the Republic
of Moldova - - - - (1,477) - (1,477
Differences on revaluation of
monetary gold - - - - 6,768 - 6,768
Other comprehensive
income, total - - - - 5,291 - 5,291
Comprehensive result at the
end of the year 2,372,840 12,282 5,291 1,778,730 4,169,143
Allocation of profit
Increase of the general reserve
fund - 889,365 - - - (889,365) -
Allocation of profit to the
State Budget - - - - - (889,365)  (889,365)
Balance as at
31 December 2014 330,017 418,005 5,106,782 240,117 (1,381) - 6,093,540

The accompanying notes 1 — 29 are an integral part of these Financial Statements.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as a
free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

1. General information about the National Bank of Moldova

The National Bank of Moldova (further referred to as the Bank) is the central bank of the
Republic of Moldova and it was established in 1991. The activity of the Bank is regulated by the
Law on the National Bank of Moldova no.548-XIII dated 21 July 1995. In accordance with the
mentioned Law, the Bank is an autonomous public legal entity that is responsible to the
Parliament of Republic of Moldova.

The primary objective of the Bank is to achieve and maintain price stability.
The activities of the Bank are as follows:

to formulate and to promote the State monetary and foreign exchange policy;
to act as banker and fiscal agent of the State;
to conduct economic and monetary analysis and submit proposals to the Government of the
Republic of Moldova on the basis of such analysis, and publish the results of such analysis;
to license, supervise and regulate the activity of financial institutions;
to provide credit facilities to banks;

e  to supervise the system of payments of the Republic of Moldova and to facilitate efficient
functioning of inter-bank system of payments;
to act as the sole issuer of the national currency;
to establish the exchange rate regime of the national currency in consultation with the
Government;
to hold and manage foreign exchange reserves of the State;
to undertake, in the name of the Republic of Moldova, responsibilities and perform
transactions resulting from the participation of the Republic of Moldova in the activity of
international public institutions in the banking, credit and monetary domains pursuant to
conditions of international agreements;
to settle the balance of payments of the State; and
to perform foreign exchange regulation on the territory of the Republic of Moldova.

The registered head-office of the Bank is 1 Grigore Vieru Avenue, Chisinau, Republic of
Moldova. The Bank has no representation offices or branches.

2, Basis of preparation

The Financial Statements of the Bank have been prepared in accordance with International
Financial Reporting Standards (IFRSs), issued by the International Accounting Standards Board
(IASB).

The Financial Statements are prepared under the going concern basis and presented in Moldovan
lei (“MDL”), the currency of the Republic of Moldova, rounded to the nearest thousand in
Moldovan lei (MDL ‘000).

The Bank maintains its books and records in accordance with the International Financial
Reporting Standards and the Law on the National Bank of Moldova and prepares its Financial
Statements in accordance with them.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

2. Basis of preparation (continued)

The Financial Statements have been prepared on a historic cost or amortised cost basis, except
for financial assets held at fair value through profit or loss and financial assets available for sale
that have been measured at fair value.

Given the specificity of the Bank, the categories of financial assets presented on the face of the
Balance Sheet were presented using other names than the categories indicated by IAS 39
“Financial Instruments: Recognition and Measurement”. This presentation provides a better
understanding of the financial assets and liabilities of the Bank. At the same time, each position
of financial assets and liabilities in the Balance Sheet corresponds to a certain category classified
in accordance with IAS 39 “Financial Instruments: Recognition and Measurement”, these being
presented in the Notes to the Financial Statements. In accordance with paragraph 10 IAS 1
“Presentation of financial statements”, the Bank chose to keep title of ‘“Statement of
Comprehensive Result” and “Balance Sheet” as stated in Financial Statements for previous year
because it better reflects users’ expectations of Financial Statements and also in order to mantain
consistency of presentation with previous year.

Significant accounting judgments and estimates

The preparation of the Financial Statements in accordance with the International Financial
Reporting Standards requires management to make estimates and assumptions in determining the
amounts and balances reported in the Financial Statements. Estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in any future periods affected. These judgments
and estimates are based on information available as of the date of the Financial Statements.
Actual results, therefore, could differ from those estimates. The most significant use of
judgments and estimates are as follows:

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded on the Balance Sheet
cannot be derived from active markets, they are determined using a variety of valuation
techniques that include the use of mathematical models. The input of these models is taken from
observable markets, where possible. Where this is not feasible, a degree of judgment is required
in establishing fair value. The judgments include considerations of liquidity and model inputs
accepted by the management of the Bank. The detailed information on fair value of financial
instruments held by the Bank is presented in Note 3, f.

Allowance for losses on securities available for sale, securities held-to-maturity, loans,
conditional commitments and receivables

All financial assets held by the Bank, except those classified at fair value trough profit or loss,
are subject to impairment testing. If there is objective evidence that an impairment loss on
financial assets may be incurred, the amount of loss is measured as the difference between
assets’ carrying amount and the present value of estimated future cash flows.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
6
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

2. Basis of preparation (continued)

Allowance for losses on securities available for sale, securities held-to-maturity, loans,
conditional commitments and receivables (continued)

The Bank reviews the portfolio of securities held-to-maturity on a yearly basis. The securities
classified as available for sale, loans, conditional commitments and receivables are reviewed
quarterly or upon necessity in order to assess whether an allowance for impairment losses should
be recorded in the Statement of Comprehensive Result. The detailed information on significant
accounting judgments and estimates applied by the Bank is presented in Note 3, g.

3. Significant accounting policies

The significant accounting policies set out below have been applied consistently by the Bank to
all periods presented in these Financial Statements.

a. Revaluation of the balances and transactions in foreign currency

The transactions in foreign currency are recorded at the exchange rate of the date of the
transaction and are revalued on a daily basis using the official exchange rate of the Moldovan
Leu. As at the Balance Sheet date, the monetary assets and liabilities denominated in foreign
currencies are translated at the official rate of the Moldovan Leu as of the Balance Sheet date.
For the years 2013 — 2014, the official exchange rates of the reference foreign currencies were as
follows:

Year 2014 Year 2013
Average Average

for the period At year end for the period At year end
USD/MDL 14.0388 15.6152 12.5907 13.0570
EUR/MDL 18.6321 18.9966 16.7241 17.9697
GBP/MDL 23.1178 24.2574 19.7072 21.5015
XDR/MDL 21.3198 22.6168 19.1370 20.1078
XAU/MDL 570.3802 595.6709 570.2558 504.3804

Exchange rate differences arising on the settlement of transactions at exchange rates different
from those at initial recognition are recognized in the Statement of Comprehensive Result.

b. Cash and cash equivalents

For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise cash on
hand in foreign currency, current accounts and short-term placements with other banks, and
securities issued by the Government of the Republic of Moldova with the maturity of less than 3
months from the date of the acquisition.

Cash and cash equivalents are carried at amortised cost in the Balance Sheet and are presented
on a net basis (cash in hand in local currency is offset with the national currency issued into
circulation).

" Translator’s explanatory note: The above translation of the Financial Statements is provided as

a free translation from Romanian which is the official and binding version.
7
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

3. Significant accounting policies (continued)
c. Monetary gold

The Bank’s gold is kept in gold bullions, corresponding with international certification and
monetary market trading requirements. Being a part of the official reserve assets, the gold is
considered to be a monetary asset.

Given the characteristics of the monetary gold, the management of the Bank understands that
IFRS does not provide a specific treatment for the accounting of monetary gold. Therefore,
pursuant to the requirements set by paragraphs 10-12 of International Accounting Standard 8
"Accounting Policies, Changes in Accounting Estimates and Errors”, the Bank determined that it
is relevant to apply the specific accounting treatment for the monetary gold, similar to that
established for the accounting of financial instruments and the disclosure of relevant information
related to gold as a monetary asset, part of the financial instruments.

Monetary gold is initially recognised at fair value plus transaction costs. The measurement of the
fair value of the gold is performed on a monthly basis at the price determined by the Bank based
on the quotation Payysp set by the company London Gold Market Fixing Ltd. The gold is
recognised in accounting using the weighted average cost method.

Unrealised gains and losses from changes in fair value of monetary gold are recognized in the
Statement of Comprehensive Result and reported in “Other reserves”. When the monetary gold
is derecognised, the cumulative unrealised gains and losses are recognised as realised gains
/losses and are presented in profit and loss account for the period.

d. Due from international financial institutions

The amounts recorded in the Balance Sheet as “Due from international financial institutions”
represent mainly the quota of the Republic of Moldova in the International Monetary Fund
(“IMF”). This amount is established in Special Drawing Rights (“XDR”) and it is presented in
MDL.

€. Financial assets

The Bank classifies its financial assets into the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments and available-for-sale
financial assets.

The amortised cost of a financial asset or financial liability is the amount at which a financial
asset or financial liability is measured at initial recognition, less principal repayments and plus or
minus any amortised cost calculated using the effective interest method for any difference
between the initial amount and maturity amount, and minus any allowance for impairment.

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.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
8
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

3. Significant accounting policies (continued)

e Financial assets (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss represent securities acquired for generating a
profit from short-term fluctuations in price or securities included in a portfolio for which there is
evidence of short-term profit-taking. Upon initial recognition, the financial assets at fair value
through profit or loss are recognised at fair value at the settlement date and are accounted for
with separate details of the nominal value, unamortized discount or premium, purchased interest
and accrued interest. After initial recognition, these securities are measured at fair value based on
quoted bid prices on the principal market (BID price provided by Bloomberg Information
System), the revaluation result being recognised separately in the Balance Sheet. Interest income
on securities is included in “Interest income”.

This category of financial assets includes securities issued by non-residents with coupon or
discount and purchased on the foreign markets. These are presented in the Balance Sheet under
category “Investment securities”.

Loans and receivables of the Bank

Bank’s loans and receivables represent financial instruments, through which cash is granted
directly to the borrower and are recognized in the Balance Sheet when the cash is transferred to
the borrower. These are non-derivative financial assets with fixed or determinable payments, that
are not intended to be sold by the Bank and that are initially recognised at fair value of disbursed
cash, with subsequent measurement at amortised cost.

Loans granted to banks and individuals are subsequently measured at amortised cost, determined
as the amount recognised at initial recognition minus principal repayments, minus the cumulative
amortisation using the effective interest method and minus any allowance for impairment losses.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Bank has the positive intention and ability to hold to
maturity. The Bank recognises the held-to-maturity investments at the settlement date and
measures them initially at its fair value, presenting separately the nominal value, the purchased
interest, the accrued interest and the unamortized premium /discount. After initial recognition,
held-to-maturity investments are subsequently measured at amortised cost using the effective
interest method, less any allowance for impairment. Impairment losses are recognised in the
Statement of Comprehensive Result. The interest is recognised as interest income.

A sale or reclassification of more than an insignificant amount of held-to-maturity investments
will result in the reclassification of all held-to-maturity investments as available-for-sale, and
will prevent the Bank from classifying investment securities as held-to-maturity for the current
and the following two financial years.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
9
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

3. Significant accounting policies (continued)
e. Financial assets (continued)
Held-to-maturity investments (continued)

However, sales and reclassifications in any of the following circumstances would not trigger a
reclassification:

- sales or reclassifications that are so close to maturity that changes in the market rate of
interest would not have a significant effect on the financial asset’s fair value;

- sales or reclassifications after the entity has collected substantially all of the financial
asset’s original principal; and

- sales or reclassifications attributable to non-recurring isolated events beyond the entity’s
control that could not have been reasonably anticipated.

This category of financial assets includes held-to-maturity securities issued by non-residents,
purchased with coupon or discount on foreign markets and presented in the Balance Sheet under
the category “Investment securities”.

Available for sale financial assets

All financial assets, which are not classified as financial assets at fair value through profit or
loss, as loans and receivables or as held-to-maturity investments are included in available for sale
securities.

Initially available for sale financial assets are recognised at their fair value (including transaction
costs). Subsequent to initial recognition, they are measured at their fair value which is based on
Bank’s valuation techniques as presented in Note 3, f.

Unrealized gains and losses related to this category of financial assets are recognized in the
Statement of Comprehensive Result and reported in Capital and Reserves as “Other reserves”.
When the financial assets available for sale are derecognised, the cumulative gain or loss
previously recognized in Capital and Reserves is recognized as income or loss in the Statement
of Comprehensive Result.

Interest calculated using the effective interest method is recognized as income or loss in the
Statement of Comprehensive Result.

The Bank includes in this category the securities issued by the Government of the Republic of
Moldova that are included under the category “Securities issued by the Government of the
Republic of Moldova” in the Balance Sheet.

Recognition of financial assets and liabilities

The Bank recognises the non-derivative financial assets and liabilities on its Balance Sheet using
the settlement date accounting, when the Bank becomes party to the contractual provisions of the
financial instrument (regular way purchases), i.e. when it is probable that the future economic
benefits embodied in these assets will flow to the Bank and the asset has a cost or value that can
be measured reliably.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

3. Significant accounting policies (continued)
e. Financial assets (continued)

Derecognition of financial assets and liabilities

The Bank derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or when it transfers the rights to receive the contractual cash flows from
the financial asset in a transaction in which all material risks and profits from holding the
financial asset are transferred.

The Bank derecognises a financial liability when its contractual obligations are discharged,
cancelled or expired.

f. Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

Fair value measurement assumes a transaction taking place in the principal market for the asset
or liability, or in the absence of a principal market, the most advantageous market for the asset or
liability.

The securities in foreign currency measured at fair value are classified as “financial assets at fair
value through profit or loss”, the gain or loss from their revaluation to market value is recognized
in the Statement of Comprehensive Result.

State securities issued by the Government of the Republic of Moldova are classified as
“available for sale” and are reported at fair value.

The fair value of the financial instruments available for sale is established by the Bank using the
information available on the market and the proper valuation methodologies, such as the
discounted cash flows techniques. Where discounted cash flows techniques are used, estimated
future cash flows are based on management’s best estimates and the discount rate is a market
related rate at the Balance Sheet date with similar terms and conditions. However, professional
judgment is required to interpret market data to determine the estimated fair value.

The fair value of the state securities held in the portfolio (with maturities which were not traded
on the secondary market recently) is estimated by obtaining the new interest rates (on current
market) at the reporting date per each maturity of state securities retained in the Bank’s portfolio
from the curve of the current effective interest rates. The curve is constructed for the appropriate
day based on the recent results of the auctions for state securities on the primary market as well
as on the secondary market for the last 5 banking days before the reporting period.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as
a free translation from Romanian which is the official and binding version.
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NATIONAL BANK OF MOLDOVA
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2014

3. Significant accounting policies (continued)
f. Fair value of financial instruments (continued)

Upon the classification of the fair value of the financial instruments, the fair value hierarchy is
used to reflect the significance of the data input used to make the respective valuations. The fair
value hierarchy comprises the following three levels.

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

The Bank assigns to this category its securities in foreign currency measured at fair value
through profit or loss.

- Level 2: inputs, other than quoted prices included within level 1, that are observable for
the assets or liabilities, either directly (that is as prices), or indirectly (that is derived from
prices).

The Bank assigns to this category its available-for-sale securities issued by the Government of
the Republic of Moldova.

- Level 3: inputs for assets or liabilities that are not based on observable market data
(unobservable inputs).

The Bank does not have any items assigned to this category during the reporting period.

The Bank has established controls on verification of fair value of financial assets, namely it
verifies the observable data, performs various valuation models based on observable quotes and
analyzes the major changes occurring between periods.

The classification of the fair value of the financial assets of the Bank per the three levels is
presented in Note 11.

" Translator’s explanatory note: The above translation of the Financial Statements is provided as

a free translation from Romanian which is the official and binding version.
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