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CONSOLIDATED ANNUAL REPORT  
FOR THE YEAR ENDED 31 DECEMBER 2008 

 
 
1. Reporting period for which consolidated annual report is prepared 

 
The Consolidated Annual Report is prepared for the financial year 2008. The financial year of the Bank coincides to the 
calendar year. 
 
 
2. Contacts: 

 
Title    Akcin� bendrov�  PAREX BANKAS 
Legal form   Public Company 
Registration date   16 July 1998  
Code    112021619 
Registered office   K. Kalinausko 13, LT-03107 Vilnius 
License    No.17 
Phone number   (8 5) 266 46 00 
Fax number   (8 5) 266 46 01 
E-mail    info@parex.lt 
Website    www.parex.lt 
 
In this report the bank is referred to as AB Parex bankas or �the Bank�. 
 
 
3. Information on the branches, customer service units and currency exchange points  
 
Bank�s branches: Vilniaus, Kauno, Klaip�dos, Panev��io, �iauli �, Alytaus. 
Bank�s customer service units: 

� Vilnius branch: Antakalnio, Fabijoni�ki �, Gedimino, Jeruzal�s, Karolini�ki �, Krantin�s, Paneri�, Pa�ilai �i�, Pilait�s, 
Stoties, �iaur �s miestelio, Vingio, �aliojo tilto, �v �ryno; 

� Kaunas branch: Akropolio, Laisv�s, Kr�v�s, Garliavos; 
� Klaip�da branch: Laukinink�, Naujakiemio, Taikos; 
� Panev��ys branch: none; 
� �iauliai branch: none; 
� Alytus branch: Marijampol�s. 
 

Currency exchange points of Vilnius branch: Stoties, Mados, Prospekto. 
 
 
4. The composition of the Group 

 
Title    UAB �Parex faktoringas ir lizingas� 
Legal form   Limited liability Company 
Registration date   3 June 2003 
Code    126233315 
Registration date   K. Kalinausko g. 13, LT-03107 Vilnius 
Phone number   (8 5) 266 46 34 
Fax number   (8 5) 266 46 88 
E-mail    lizingas@parex.lt 
Website    www.parexlizingas.lt 
 
 
5. The main activities of AB Parex bankas 
 
AB PAREX BANKAS started its activities in 1996 as AB Industrijos Bankas currently is one of 9 commercial banks in 
Lithuania. 100% shares of AB PAREX BANKAS is held by Latvian bank AS Parex Banka. The Bank and its subsidiary is 
operating in accordance to the licence granted by the Bank of Lithuania allowing to offer financial service based of the 
licence and financial services not based on the licence according to the Lithuanian legislation which are determined by 
Law on financial entities of Republic of Lithuania: accept deposits and other recoverable funds from non-professional 
market participants, performs lending, cash transfers, financial lease, issues payment cards and operates with them, 
issues warranties and financial guarantees, conclude transactions on its account or the clients� account due to financial 
market instruments, performs currency exchange operations, rents safe-deposit boxes, offers consulting services on credit 
related issues and performs other services. The Main attention is attributed to research of new clients and loyalty 
improvement of existing clients as well as service quality improvement. 
 
 

6. Management of the Bank 
 

Bank�s bodies: General shareholders� meeting, Supervisory Council, the Board and the Head of Administration. The 
managing bodies of the Bank: the Board of the Bank and the Head of Administration. 
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7. The Bank�s capital 
 
Shareholder�s equity of the Bank consists of: authorized capital, capital reserve, prior year retained earnings (loss), 
revaluation reserve of property and equipment, revaluation reserve of financial assets, current year result, other reserves.  
 
The share capital of the Bank consists of 1,800 thousand ordinary shares with a par value of LTL 100 each. 
 
 
8. Prudential requirements and Ratios 

 

No. Requirement/Ratio 
Confirmed by the 
Bank of Lithuania 

Compliance as of 
31 December 2008 

Compliance as of 
31 December 2007 

1. Capital adequacy Not lower than 8% 11,81% 11,50% 
2. Liquidity Not lower than 30% 32,93% 32,79% 
3. Maximum open position 

in foreign currency 
Overall open position 
may not exceed 25%; 
while the ratio of 
open position in one 
currency may not 
exceed 15% of bank 
capital 

Overall open position 
� 1%, one currency 
(USD) - 0,44% of 
Bank�s capital 

Overall open position 
- 0.09%, one currency 
(USD) - 0,05% of 
Bank�s capital 

4. Maximum exposure May not exceed 25% 
of bank capital for 
one borrower 

For one borrower - 
23,48% of Bank�s 
capital 

For one borrower - 
14.71% of Bank�s 
capital 

5. Large exposure May not exceed 
800% of bank capital 

75,05% 91.94% 

 
At the end of the reporting period the Bank was in compliance with all prudential requirements and ratios set by the Bank 
of Lithuania. 
 
 
9. Accountancy, financial statements and audit 

 
The accountancy of the Bank and the Group is in accordance with the law and legal Acts of the Republic of Lithuania, 
Accounting Policy and International Accounting Standards.  
Financial statements of the Bank and the Group comprise interim report and annual report. Financial year interim report is 
prepared based on the data for the period, shorter than one financial year. Annual report consists of: 

a) Balance sheet; 
b) Income statement; 
c) Cash flow statement; 
d) Statement of changes in equity; 
e) Notes to the financial statements. 

 
Auditing company performs the audit of separate and consolidated financial statements and based on the information 
provided gives the Opinion on the financial statements of the Bank and the Group. The audit company 
UAB �Ernst &Young Baltic� performed the audit and gave  an Opinion on the financial statements of the Bank and the 
Group for the financial year 2008.  
 
�

10. Supervising Institution 
 
The supervising institution of the Bank is the Bank of Lithuania. 
 
 
11. Number of employees at the end of reporting period 

 
As of 31 December 2008 the Group of the Bank had 506 employees of which the Bank had 475 employees (as of 31 
December 2007 � 461). 
 
Bank�s employees by category: 
 

Number of employees Employees turnover Category 
As of 31 December 

2008 
As of 31 December 

2007 Units Per cent 
Management 67 66 1 1,5 
Specialist 387 369 18 4,9 
Support staff 21 26 -5 -19,2 
Total 475 461 14 3,0 
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Bank�s employees by education: 
 

Number of employees Change Education 
2008 12 31 2007 12 31 Units Per cent 

Graduate (University) 306 298 8 2,7 
Graduate (non-university) 33 33 0 0 
College  64 63 1 1,6 
High school (undergraduate) 72 67 5 7,5 
Total 475 461 14 3,0 

 
During the year 2008 the Bank was highly focused on the education of employees. 453 employees had the opportunity to 
become more qualified in 307 different education sessions organized (seminars, conferences, courses, etc.). 
 
 
12. Review of the activities 
 
Global financial crisis of 2008 had an impact on Lithuanian banks. The growth of the credits issued and banks� assets 
decreased significantly compared to previous years. Furthermore, the amount of deposits started to decrease. As a part of 
financial system, AB Parex bank and its subsidiary also faced a tense year, especially the last quarter of it.  
AB Parex bankas is operating as a universal bank, oriented to retail banking and small and medium businesses. In the 
hard times the bank is nevertheless implementing its strategy to be a partner for its clients and provide them with the 
necessary financial services.  
 
Financial results of 2008 were mainly influenced by the adverse economic situation in local and global markets. 
The loss of the Group is LTL 30.6 million for the year 2008 accounted for applying the International Financial Reporting 
Standards. The Group�s negative result was mainly influenced by the impairment of issued loans, resulting from the 
diminishing value of mortgaged real estate and worsening customers� financial condition. During 2008 the loans portfolio of 
the Bank declined by LTL 17.8 million. 
 
According to the audited financial statements, Bank�s assets have grown by 30.3% up to LTL 2,103 million; Group�s assets 
have grown by 28.9% up to LTL 2,252 million. The net value of issued credits has increased by 9.5% by LTL 120 million, 
comprising 1.96% of total credits market at the end of the reporting period. 
 
Compared to other banks, operating in Lithuania, AB Parex bankas has issued the biggest volume of the loans for the 
renovation of blocks of flats amounting to LTL 28.3 thousand. The Bank is also one of the most active banks in financing 
small and medium businesses (together with state guarantee fund INVEGA) amounting to LTL 27.2 thousand. Also 
farmers and agricultural associations (together with the agricultural guarantee fund) amounting to LTL 25.9 thousand. 
 
The deposits of the Bank�s customers have declined by 37.5% (LTL 253 million) during the year 2008. The deposits 
started to decline in the last quarter of 2008, particularly in November. The decrease in deposits is highly related to the 
events with respect to the parent bank in Latvia. 
 
As a universal bank, AB Parex bankas has succeeded to strengthen its position in the private customers� service market. 
During 2008 the number of private customers has increased by 47% up to 65 thousand. The number of corporate 
customers has increased by 19% up to 5.9 thousand. 
 
AB Parex bankas is an official representative of international financial and travelling services providing company �American 
Express� in Lithuania. In 2007, the Bank introduced The American Express Gold card and The Platinum card in Lithuanian 
market, while in the April of 2008 it started to issue The Blue card. During 2008 there were 22 thousand American Express 
cards issued, making the turnover of LTL 78 million. To improve the customer service the Bank expanded the chain of the 
servicing network for the cards mentioned. During the reporting period there were the agreements signed with major retail 
chains companies: Maxima and Rimi. 
 
AB Parex bankas provides clients with one of the best internet banking systems in Lithuania.  
 
During 2008 the net interest revenue has increased by 33.7%, comprising LTL 33.2 million at the end of reporting period. 
The biggest part (LTL 101 million) accounts for the interest for the loans issued and other receivable. Interest revenue 
accounts for 72.5% of Bank�s total revenue. 
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Compared to 2007, net service fee and commission income remained stable. This was mainly due to the commitment of 
introducing the American Express card to the market. Commission revenue accounts for 11.7% of Bank�s total revenue.  
 
Compared to 2007 the net value of the lease portfolio of UAB �Parex faktoringas ir lizingas� has diminis hed by 
LTL 1.8 million and comprised LTL 146.6 million at the end of 2008. The decrease of the portfolio was mainly influenced by 
the slump of lease portfolio by LTL 10.8 million. The net interest revenue comprises LTL 7.9 million. The result for the year 
is a loss of LTL 11.2 million. 
 
The main captions of audited Balance Sheet and Income Statement are presented in the tables below.  
 
Separate and Consolidated Balance sheet (condensed), thousand LTL 
 

Group Bank Balance Sheet captions 
2008 2007 2008 2007 

Cash and due from banks 568,727 124,540 568,727 124,540 
Loans and Receivables 1,526,756 1,403,171 1,386,408 1,266,173 
Investment in securities 108,400 179,580 108,400 179,580 
Property and equipment and intangible assets 28,720 31,525 27,831 30,921 
Other assets 19,768 8,630 11,384 12,545 
Total Assets 2,252,371 1,747,446 2,102,750 1,613,759 
     
Due to banks and other credit institutions 1,661,755 855,662 1,500,529 725,396 
Due to customers 415,460 674,526 421,996 674,833 
Other liabilities 10,788 22,512 10,225 20,242 
Total Liabilities 2,088,003 1,552,700 1,932,750 1,420,471 
Equity 164,368 194,746 170,000 193,288 
 
Separated and Consolidated Income Statement (condensed), thousand LTL 
 

Group Bank Income Statement captions 
2008 2007 2008 2007 

Net interest income 41,093 29,614 33,204 24,828 
Net service fee and commission income 10,741 10,644 10,897 10,818 
Other income 9,878 11,822 10,854 11,620 
Operating expenses (60,373) (44,976) (55,725) (43,085) 
Impairment of financial assets, net (32,284) (5,824) (23,403) (3,881) 
Income tax benefit (expenses) 328 218 646 (260) 
Profit (Loss) (30,617) 1,498 (23,527) 40 
 
In 2008 the Bank continued to be engaged in social activities, particularly in youth education projects. Sponsoring various 
projects the Bank also continued the cooperation with health and medical care institutions. 
 
The Bank is also concerned about the environmental issues. Due to a lot of energetic resources used in its day to day 
activities, the Bank is constantly looking for the effective ways of reducing the harmful effect it has to the environment. 
Therefore, AB Parex bankas cooperates with several recycling companies. Unnecessary things are utilized and 
unnecessary documents are destroyed or recycled.  
The Bank is a member of SWIFT organization and Lithuanian Banks� Association. 
 
 
13. Risk management. Description of the main risk types 
 
Management of risk is an essential element of the Bank and Group�s regular management process. The risk is managed 
according to Risk Management Policies. The risk is restrained by applying the internal limit system. Risk management 
within the Group is controlled by independent and structural units. Risks are assessed in relation to the expected yield and 
risk exposures that are not acceptable for the Group are avoided. 
 
Credit Risk 
 
Credit risk is the risk that the Bank and the Group will incur the loss because its customers or counterparties failed to 
discharge their contractual obligations. The credit exposure is managed by setting limits according to the clients, 
geographical regions and industry sectors. The Bank and the Group have established a credit quality review process to 
provide early identification of possible changes in the creditworthiness of counterparties, including regular collateral 
revision. The required value and type of the collateral depends on the risk assessment of the other party. The Bank and 
the Group manage the quality of the collateral by the internal credit risk estimation. The Bank and the Group estimates the 
lease and other receivables applying specific borrowers� valuation criteria and procedures. The main criterion is the 
analysis of the financial condition of the borrower. According to the set valuation criteria every client gets a rating.  
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Interest rate risk 
 
Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of 
financial instruments. The Board has established limits on the interest rate gaps for stipulated periods. Positions are 
monitored on a monthly basis. 
 
Operational Risk 
 
Operational risk is the risk to encounter direct and indirect losses due to inappropriate or unimplemented internal 
processes, technologies, employees� actions or external factors. 
 
The aim of operational risk is to seek that processes of the Bank or its subsidiary activities are organized in the way they 
are profitable, secure and able to guarantee the continuous process of providing services to the clients by appropriate 
means, minimizing possible activities� losses in the future by taking priority of operational risk prevention. The Bank has 
created the database of operational risk management events, which includes historical data and allows forecasting the 
sources of operational risk and stopping the upcoming losses. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Bank or the Group will not have sufficient funds to meet commitments at any given point in 
time. The liquidity management is based on the current and desired profile of its Balance Sheet structure. The Bank�s and 
the Group�s liquidity forecast is made when forecasting yearly budgets and the total amount and profile of the required 
liability portfolio.  
 
Due to the unfavorable situation in the financial markets in 2008, the daily change of deposits� forecasting, the balance of 
expected inflows was started by estimating the outstanding deposits on demand, term deposits and repayable credits.  
 
The Bank and the Group sustain adequate liquidity level by estimating realistically its possibilities to use internal and 
external sources to maintain the liquidity.  
 
 
14. Notes and additional information on the data presented in consolidated financial statements 

 
The major financial data is presented in Bank�s consolidated financial statements. 
 
 
15. Important subsequent events after the end of reporting period 
 
As of 22 January 2009 the amendment of articles of AB Parex bankas was registered in Lithuania�s legal persons� register. 
The amendment is related to the increase of the share capital of the Bank amounting to LTL 188,149 thousand.  
 
 
16. Projection on future activities 
 
The focus on the client will remain the main target of AB Parex bankas Group. The Group will aim to implement its vision 
by professionally offering up-to-date services, an understanding the needs and expectations of every client. The main 
trends of the implementation of the vision are the following:  

� Improving the efficiency of activities: 
a) Improvement of Bank�s internal procedures in order to react to the market changes instantly; 
b) Effective education of current and new employees in order to meet the growing needs of the clients; 
c) Automation of Bank�s processes in order to ensure the quality of the data. 

� Improving the sales culture. The competition among banks has led to the unification of services, therefore AB 
Parex Bankas will seek to diversify from its competitors by improving the sales culture in the following ways: 

a) The expansion and improvement of the Bank�s services and product sales through electronic distribution 
channels: 

b) More flexible hours of attendance in customer service units;  
c) Implementing of the employees motivation system based on the results of the work. 

� The expansion of Bank�s products and services. Due to the rapidly changing market and client needs becoming 
more sophisticated, the Bank will be engaged in keeping its products competitive. Therefore the Bank will be 
focused on: 

a) The products and services which generate non-interest income (money transfers, payment cards, currency 
exchange, etc.) 

b) The decisions related to the services for small and medium businesses. 
� Encouragement of the customers� loyalty. 

 
 
 
Chairwomen of the Board       

 

 
Alma Vaitkunskien� 
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SEPARATE AND CONSOLIDATED BALANCE SHEETS  
�

(cont�d on the next page) 
�

 

    The Bank  The Group 

Assets 
 

Notes 
 31 December 

2008  
31 December 

2007 
 31 December 

2008  
31 December 

2007 
           
           
Cash and due from banks           
 Cash    26,526  22,720  26,526  22,720 
 Placements with the central bank  3  70,291  81,073  70,291  81,073 
 Placements with banks and other credit 

institutions 
 

4 
 

471,910  20,747  471,910  20,747 
    568,727  124,540  568,727  124,540 
Financial assets at fair value through profit or 

loss 
 

 
 

       
 Financial derivatives  5, 6  1,393  1,297  1,393  1,297 
 Equity securities  5  -  4,460  -  4,460 
    1,393  5,757  1,393  5,757 
           
Available-for-sale financial assets           
 Debt securities  8  9,078  173,746  9,078  173,746 
 Equity securities  8  77  77  77  77 
    9,155  173,823  9,155  173,823 
           
Held to maturity investments           
 Debt securities  9  97,852  -  97,852  - 
    97,852  -  97,852  - 
           
Finance lease receivables  10  -  -  146,593  148,398 
           
Loans and receivables  11  1,386,408  1,266,173  1,380,163  1,254,773 
           
Investment in subsidiary  7  -  5,543  -  - 
           
Prepaid income tax    51  -  223  306 
           
Deferred income tax asset  30  1,507  1,141  1,799  1,752 
           
Property and equipment  12  20,684  21,758  21,206  22,316 
           
Intangible assets  13  7,147  9,163  7,514  9,209 
           
Non-current assets held for sale  14  4,040  -  4,040  - 
           
Other assets  15  5,786  5,861  13,706  6,572 
           
Total assets    2,102,750  1,613,759  2,252,371  1,747,446 
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SEPARATE AND CONSOLIDATED BALANCE SHEETS (CONT�D) 
  

    The Bank  The Group 

Liabilities and shareholder�s equity 
 

Notes 
 31 December 

2008  
31 December 

2007 
 31 December 

2008  
31 December 

2007 
           

Liabilities           
Financial liabilities at fair value through profit or 

loss 
 

 
 

   
 

  
 Financial derivatives  6  440  409  440  409 
           
Due to banks  16  1,480,633  702,266  1,642,074  832,956 
           
Due to customers  17  421,556  674,424  415,020  674,117 
           
Finance lease liabilities  18  11,747  14,981  11,532  14,557 
           
Income tax payable    -  863  -  863 
           
Subordinated loans  19  8,149  8,149  8,149  8,149 
           
Other liabilities  20  10,225  19,379  10,788  21,649 
           
Total liabilities    1,932,750  1,420,471  2,088,003  1,552,700 
           

Shareholder�s equity           
Capital and reserves           
 Registered share capital    180,000  180,000  180,000  180,000 
 Reserve capital  21  917  917  917  917 
 Revaluation reserve of property and 

equipment 
 

21 
 

4,512  2,822  4,512 
 

2,822 
 Revaluation reserve of financial assets  21�  (4,376)  (2,892)  (4,376)  (2,892) 
 Other reserves    3,789  2,850  3,789  2,850 
 Retained earnings (deficit)    (14,842)  9,591  (20,474)  11,049 
           
Total shareholder�s equity    170,000  193,288  164,368  194,746 
           
Total shareholder�s equity and liabilities    2,102,750  1,613,759  2,252,371  1,747,446 

 
The accompanying notes are an integral part of these financial statements. 
 
These financial statements were signed and approved on behalf of the Bank for issue on 12 March 2009 by: 
 
 

Chairman of the Board  Alma Vaitkunskien�     

       

Chief Accountant  Ren� Me�inskien�     
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SEPARATE AND CONSOLIDATED INCOME STATEMENTS 
 

    The Bank  The Group 

  Notes  2008  2007  2008  2007 
           

Interest revenue    111,698  66,527  129,249  74,735 
Interest expenses    (78,494)  (41,699) (88,156)  (45,121) 
Net interest income   23  33,204  24,828  41,093  29,614 
           
Service fee and commission revenue    16,398  14,317  16,399  14,143 
Service fee and commission expenses    (5,501)  (3,499) (5,658)  (3,499) 
Net service fee and commission income   24  10,897  10,818  10,741  10,644 
           
Net result on securities trading  25  (281)  900  (281)  900 
Net foreign exchange gain   26  7,763  7,732  7,720  7,783 
Dividends received from subsidiary    1,400  -  -  - 
Other income  27  1,972  2,988  2,439  3,139 
Other operating income    10,854  11,620  9,878  11,822 
           
Impairment, net  28  (23,403)  (3,881)  (32,284)  (5,824) 
          
Operating expenses  29  (55,725)  (43,085) (60,373)  (44,976) 
           
Profit (loss) before income tax expenses    (24,173)  300  (30,945)  1,280 
           
Income tax benefit (expenses)  30  646  (260)  328  218 
           
Net profit (loss)     (23,527)  40  (30,617)  1,498 

           

Attributable to equity holders of the parent    (23,527)  40  (30,617)  1,498 
 
 
The accompanying notes are an integral part of these financial statements. 
 
These financial statements were signed and approved on behalf of the Bank for issue on 12 March 2009 by: 

Chairman of the Board  Alma Vaitkunskien�     

       

Chief Accountant  Ren� Me�inskien�     
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SEPARATE STATEMENT OF CHANGES IN EQUITY  
�

The Bank 

Registered 
share 
capital  

Reserve 
capital  

Revaluation 
reserve of 

property and 
equipment   

Revaluation 
reserve of 
financial 
assets   

Other 
reserves  

Retained 
earnings   Total 

             
Balance as of  

31 December 2006 62,000  917  2,812  (1,232)  1,580  10,789  76,866 
             
Sale of financial assets available for 

sale -  -  -  149  -  -  149 
              
Revaluation of financial assets 

available for sale -  -  -  (1,809)  -  -  (1,809) 
              
Sale of revalued property and 

equipment  -  -  (32)  -  -  32  - 
              
Change in property and equipment 

revaluation reserve due to 
depreciation -  -  42  -  -  -  42 

              
Total income and expenses for the 

year, recognised directly in equity -  -  10  (1,660)  -  32  (1,618) 
              
Net profit -  -  -  -  -  40  40 
              
Total income and expenses for the 

year  -  -  10  (1,660)  -  72  (1,578) 
              
Increase of share capital 110,330  -  -  -  -  -  110,330 
              
Subordinated loan transfer to share 

capital  7,670  -  -  -  -  -  7,670 
              
Transfer to other reserves  -  -  -  -  1,270  (1,270)  - 
              
Balance as of  

31 December 2007 180,000  917  2,822  (2,892)  2,850  9,591  193,288 
 
             
Sale of financial assets available for 

sale -  -  -  125  -  -  125 
             
Revaluation of financial assets 

available for sale -  -  -  (2,297)  -  -  (2,297) 
             
Amortisation of financial assets reserve -  -  -  688  -  -  688 
              
Revaluation of property and equipment -  -  1,723  -  -  -  1,723 
              
Changes in property and equipment 

revaluation reserve due to 
depreciation -  -  (33)  -    33  - 

             
Total income and expenses for the 

year, recognised directly in equity  -  -  1,690  (1,484)  -  33  239 
              
Net (loss) -  -  -  -  -  (23,527)  (23,527) 
              
Total income and expenses for the 

year  -  -  1,690  (1,484)  -  (23,494)  (23,288) 
              
Transfer to legal reserve -  -  -  -  939  (939)  - 
              
Balance as of  

31 December 2008 180,000  917  4,512  (4,376)  3,789  (14,842)  170,000 
 

(cont�d on the next page) 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
 

The Group 

Registered 
share 
capital  

Reserve 
capital  

Revaluation 
reserve of 

property and 
equipment   

Revaluation 
reserve of 
financial 
assets   

Other 
reserves  

Retained 
earnings   Total 

              
Balance as of  

31 December 2006 62,000  917  2,812  (1,232)  1,580  10,789  76,866 
              
Sale of financial assets available for 

sale -  -  -  149  -  -  149 
              
Revaluation of financial assets 

available for sale -  -  -  (1,809)  -  -  (1,809) 
              
Sale of revalued property and 

equipment  -  -  (32)  -  -  32  - 
              
Change in property and equipment 

revaluation reserve due to 
depreciation -  -  42  -  -  -  42 

              
Total income and expenses for the 

year, recognised directly in equity -  -  10  (1,660)  -  32  (1,618) 
              
Net profit -  -  -  -  -  1,498  1,498 
              
Total income and expenses for the 

year  -  -  10  (1,660)  -  1,530  (120) 
              
Subordinated loan transfer to share 

capital 7,670  -  -  -  -  -  7,670 
              
Increase of share capital (Note 21) 110,330  -  -  -  -  -  110,330 
              
Transfer to legal reserve -  -  -  -  1,270  (1,270)  - 
 

Balance as of  
31 December 2007 180,000  917  2,822  (2,892)  2,850  11,049  194,746 

              Sale of financial assets available for 
sale -  -  -  125  -  -  125 

              
Revaluation of financial assets 

available for sale -  -  -  (2,297)  -  -  (2,297) 
              
Amortisation of financial assets 

available for sale -  -  -  688  -  -  688 
              
Revaluation of property and equipment -  -  1,723  -  -  -  1,723 
              
Change in property and equipment 

revaluation reserve due to 
depreciation -  -  (33)  -  -  33  - 

              
Total income and expenses for the 

year, recognised directly in equity -  -  1,690  (1,484)  -  33  239 
              
Net (loss) -  -  -  -  -  (30,617)  (30,617) 
              
Total income and expenses for the 

year  -  -  1,690  (1,484) 
 

-  (30,584)  (30,378) 
              
Transfer to legal reserve -  -  -  -  939  (939)  - 
              

Balance as of 
31 December 2008 180,000  917  4,512  (4,376)  3,789  (20,474)  164,368 

 

The accompanying notes are an integral part of these financial statements. 
 

These financial statements were signed and approved on behalf of the Bank for issue on 12 March 2009 by: 
 

Chairman of the Board  Alma Vaitkunskien�     

       

Chief Accountant  Ren� Me�inskien�     
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SEPARATE AND CONSOLIDATED CASH FLOW STATEMENTS  
 
 The Bank  The Group 

 2008 2007  2008 2007 
Operating activities      

Net result for the year (23,527) 40  (30,617) 1,498 
Adjustments to reconcile net profit or loss to net cash provided by 

operating activities:      
Income tax expenses (646) 260  (328) (218) 
Unrealised foreign currency gains and losses (4,225) 8,891  (4,190) 8,962 
Depreciation and amortisation 4,712 3,965  4,989 4,040 
Valuation allowance 23,403 3,881  32,284 5,824 
Other non-cash-items 730 (2,766)  922 (2,766) 

Operating      
Change in accrued interest income (2,036) (3,246)  (3,870) (3,550) 
Change in accrued interest expenses 1,897 6,529  1,772 7,035 

Cash flows from operating profits before changes in operating 
assets and liabilities 308 17,554  962 20,825 

(Increase) decrease in operating assets:      
(Increase) in loans and receivables  (138,010) (722,839)  (160,373) (855,302) 
Decrease (increase) in financial assets held for trading 4,556 (1,106)  4,556 (1,106) 
(Increase) in other assets (342) (700)  (513) (1,600) 

Increase (decrease) in operating liabilities:      
Increase in deposits from credit institutions 781,601 459,201  779,185 459,201 
(Decrease) increase in deposits (other than from credit institutions) (252,868) 257,329  (259,097) 257,022 
(Decrease) increase in other liabilities (12,388) 4,978  (10,830) 6,341 
Income tax (paid) (914) (2,735)  (914) (3,039) 

Net cash flow from (to) operating activities 381,943 11,682  352,976 (117,658)
Investing activities      

Cash (payments) to acquire tangible assets (1,131) (2,411)  (1,762) (2,472) 
Cash (payments) to acquire intangible assets (389) (1,516)  (750) (2,263) 
Cash (payments) for the investment in subsidiaries, net of cash 

acquired - (5,543)  - (5,480) 
(Acquisition) of available for sale financial assets - (285,120)  - (285,120) 
Sale of financial assets available for sale  66,816 221,110  66,816 221,110 

Net cash flow from (to) investing activities 65,296 (73,480)  64,304 (74,225) 
 

Financing activities      

Loans received (paid) (3,234) 14,557  26,699 145,247 

Cash proceeds from issuing shares  - 110,330  - 110,330 

Net cash flow (to) from financing activities (3,234) 124,887  26,699 255,577 

      

Net increase in cash and cash equivalents 444,005 63,089  443,979 63,694 

      

Effect of changes in exchange rates on cash 182 4,089  208 3,484 

Cash and cash equivalents at beginning of the period 124,540 57,362  124,540 57,362 

Cash and cash equivalents at end of the period (Note 36) 568,727 124,540  568,727 124,540 
 

Cash flows from operating activities include:     

Interest received 109,662 61,441 127,942 69,649 

Interest (paid) (78,622) (33,038) (88,469) (36,472) 

Dividends received 1,409 3 9 3 
�

The accompanying notes are an integral part of these financial statements. 
 

These financial statements were signed and approved on behalf of the Bank for issue on 12 March 2009 by: 
 

Chairman of the Board  Alma Vaitkunskien�     
       

Chief Accountant  Ren� Me�inskien�     
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Note 1. Background information 
 

AB PAREX BANKAS (hereinafter the Bank) was established on 24 October 1996 (as AB Industrijos Bankas, and on 5 
October 2000, according to the resolution of the Bank of Lithuania No. 127, the official name of the Bank was changed 
from AB Industrijos Bankas to AB PAREX BANKAS). The address of its registered office is as follows: 
 

K. Kalinausko Str. 13, 
Vilnius,  
Lithuania. 
 
The Bank has 6 branches in Lithuanian cities (Vilnius, Kaunas, Klaip�da, �iauliai, Panev ��ys and Alytus). 
 
On 16 July 1998, according to the resolution of the Bank of Lithuania No. 134, the Bank was granted license No. 17 that 
allowed the Bank to perform all operations of a commercial bank. The Bank accepts deposits, grants loans, performs 
monetary and documentary settlements, exchanges currencies and grants guarantees for its clients. The Bank also trades 
in securities, provides consulting and custody services. The Bank provides services to both corporate and retail sectors.  
 
The Group comprises the Bank together with its 100% owned subsidiary UAB Parex Faktoringas ir Lizingas in Lithuania. 
The main activity of the subsidiary is leasing. 
 
As of 31 December 2008 the Bank employed 475 employees (461 � employees as of 31 December 2007). As of 
31 December 2008 the Group employed 506 employees (494 � employees as of 31 December 2007).  
 
As of 31 December 2008 and 2007 AS Parex Banka (Latvia) was the sole shareholder of the Bank. 
 
The authorized and issued share capital of the Bank consists of 1,800 thousand ordinary shares with a par value of 
LTL 100 each. As of 31 December 2008 and 2007 all shares were fully paid. 
 
The shareholders of the Bank have a statutory right to approve these financial statements or not to approve it and to 
require preparation of another set of financial statements. 
�

Financial crisis and its impact on AB Parex Bankas 
 
The first indications of the global financial crisis reached Lithuania in 2008. Commercial banks started facing reduced 
borrowing possibilities. Interest rates increased, which made borrowings more expensive and made adjustments to 
business and household expectations. Indirect impact of the global financial markets crunch on the economy in our country 
relates to reduced demand for Lithuanian goods in the foreign markets. Besides, the country is experiencing a natural 
slow-down of economic growth. The real estate boom is over, gas prices have increased. 
 
In the beginning of November 2008 media announced that the shares of AS Parex Banka were transferred to the 
Government of Latvia. The events at the parent bank had a strong impact on AB Parex Bankas operating in Lithuania. 
As the growth in Lithuanian economy has slowed down, banks are facing reduced borrowing possibilities. Deposits in 
banks started to decrease and during October deposits dropped by approximately LTL 2.6 billion or 6.4%, whereas in 
AB Parex Bankas the decrease amounted to LTL 52 million or 6.8%. 
 
In the present circumstances, decisive actions are taken to stabilize deposits: in October the Seimas increased protection 
of deposits held at the commercial banks and established that deposits up to EUR 100 thousand should be fully insured.  
 
During November 2008 deposits in banks decreased by approximately LTL 179 million or 0.5%, whereas deposit decrease 
in AB Parex Bankas was as high as LTL 204 million or 28.7%. Such drop in deposits in AB Parex Bankas was the result of 
events with the parent bank AS Parex Banka in Latvia. As deposits in banks reduce along with diminishing borrowing 
possibilities abroad, the banks are forced to attract more deposits from private persons. In order to encourage more people 
to keep money in banks, the banks had to increase interest rates. 
 

In 2008 the interest on deposits offered by Lithuanian banks and credit unions increased approximately by 50-60%. The 
highest interest increase took place in the last quarter. In January 2008 the average interest rate offered by Lithuanian 
banks for deposits in Litas was 4.9 to 6.3% depending on the deposit term selected, whereas in January 2009 the average 
interest rate was 8.5 to 9.5%. Some credit institutions were offering interest rate as high as 10.7%.  
 
In 2008 as the amount of deposits decreased, banks financed their activities by borrowings on the interbank market. The 
funds of parent banks increased by LTL 10.8 billion. Borrowings of AB Parex Bankas from AS Parex Banka increased as 
well � by LTL 712 million within the last quarter o f 2008. 
 
Due to difficulties in certain industries and decreasing turnover in companies, the number of overdue loans has increased 
as well, which resulted in a quality reduction of indicators of the loan portfolio. During the 4th quarter of 2008 the change in 
value in the banks increased by LTL 285 million and in AB Parex Bankas � by LTL 14.2 million (LTL 17.8 mi llion during 
2008). In order to protect from increasing impairment losses, banks started to valuate the client�s repayment abilities with 
more caution, which resulted in a slow-down in the growth of loan portfolio. 
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Note 1. Background information (cont�d) 
 
The major difficulties for AB Parex Bankas incurred in the forth quarter of 2008, thus, starting from December the 
indications of stabilised situation appeared. The stabilisation was influenced by the change of AS Parex Banka 
management which has applied effective actions for the improvement of the situation. 
 
First positive indications appeared in the deposits that starting to grow slightly. Secondly, the positive solutions were made 
and realised regarding the increase of the Bank�s share capital and the changes of the Bank�s by-laws as of 22 January 
2009, related to the increase in the share capital up to LTL 188,149 thousand. The Bank has also decreased the liabilities 
to the parent bank from LTL 1,500 million to LTL 1,100 million.  
 
Along with other Lithuanian banks, AB Parex Bankas faced unfavourable operating conditions; however, the bank 
managed to comply with all the prudential ratios and the operational risk management requirements set by the Bank of 
Lithuania.   
 
 
Note 2. Significant accounting policies 
 
Basis of presentation 
 
These financial statements have been prepared on a historical cost basis, except for financial assets and financial liabilities 
at fair value through profit or loss and available-for-sale financial assets that have been measured at fair value, and land 
and buildings stated at revalued amounts. 
 
Statement of compliance 
 

As described in the Note 37, the liquidity risk management of the Bank and the Group is to the major extent dependent on 
actions of the parent bank AS Parex Banka. Based on recent decisions of AS Parex Banka, the management of the Bank 
and the Group has a reasonable expectation that the Bank and the Group have adequate resources to continue 
operational existence for the foreseeable future.  
 
Accordingly, these separate and consolidated financial statements of the Bank and the Group have been prepared on a 
going concern basis, consistently applying International Financial Reporting Standards (IFRS), effective as of 31 
December 2008 as adopted by the European Union.  
 
Functional and presentation currency 
 
The functional currency of the Bank and the Group is the local currency of the Republic of Lithuania, litas (LTL). The 
amounts shown in these financial statements are presented in thousand litas, unless otherwise stated. Information 
presented has been rounded to the nearest thousand.  
 
Starting from 2 February 2002, Lithuanian litas is pegged to euro at the rate of 3.4528 litas for 1 euro, and the exchange 
rates in relation to other currencies are set daily by the Bank of Lithuania.�
 
Adoption of new and/or changed IFRSs and IFRIC interpretations: 
 
The Bank and the Group have adopted the following new and amended IFRS and IFRIC interpretations during the year: 
 

- Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments: 
Disclosures � Reclassification of Financial Assets;  

- IFRIC 11 IFRS 2 � Group and Treasury Share Transactions. 
 
The principal effects of these changes are as follows:  
 
Amendments to IAS 39 and IFRS 7 � Reclassification of F inancial Assets  
Through these amendments the IASB implemented additional options for reclassification of certain financial instruments 
categorised as held-for-trading or available-for-sale under specified circumstances. Related disclosures were added to 
IFRS 7. For more information please refer to Note 9.  
 
IFRIC 11 IFRS 2 � Group and Treasury Share Transactio ns 
The interpretation provides guidance on classification of transactions as equity-settled or as cash-settled and also gives 
guidance on how to account for share-based payment arrangements that involve two or more entities within the same 
group in the individual financial statements of each group entity. The Group and the Bank has not issued instruments 
caught by this interpretation. 
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Note 2. Significant accounting policies (cont�d) 
 
Basis of presentation 
 
Standards issued but not yet effective 
 
The Bank and the Group has not applied the following IFRSs and IFRIC Interpretations that have been issued but are not 
yet effective: 
 
Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated and 
Separate Financial Statements (effective for financial years beginning on or after 1 January 2009) 
 
The amendment to IFRS 1 allows an entity to determine the �cost� of investments in subsidiaries, jointly controlled entities 
or associates in its opening IFRS financial statements in accordance with IAS 27 or using a deemed cost. The amendment 
to IAS 27 requires all dividends from a subsidiary, jointly controlled entity or associate to be recognised in the income 
statement in the separate financial statements. The new requirements affect only the parent�s separate financial 
statements and do not have an impact on the consolidated financial statements. 
 
Besides, a new version of IFRS 1 was issued in November 2008. It retains the substance of the previous version, but 
within a changed structure and replaces the previous version of IFRS 1 (effective for financial years beginning on or after 1 
July 2009 once adopted by the EU).  
 
Amendment to IFRS 2 Share-based Payment (effective for financial years beginning on or after 1 January 2009) 
 
The amendment clarifies the definition of a vesting condition and prescribes the treatment for an award that is effectively 
cancelled. The amendment will have no impact on the financial position or performance of the Bank and the Group, as the 
Bank and the Group does not have share-based payments. 
 
Amendments to IFRS 3 Business Combinations and IAS 27 Consolidated and Separate Financial Statements (effective for 
financial years beginning on or after 1 July 2009 once adopted by the EU)  
 
Revised IFRS 3 (IFRS 3R) introduces a number of changes in the accounting for business combinations that will impact 
the amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results. 
IAS 27R requires that a change in the ownership interest of a subsidiary (without loss of control) is accounted for as an 
equity transaction. Therefore, such transactions will no longer give rise to goodwill, nor will it give rise to a gain or loss. 
Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary as well as the loss of 
control of a subsidiary. Other consequential amendments were made to IAS 7 Statement of Cash Flows, IAS 12 Income 
Taxes, IAS 21 The Effects of Changes in Foreign Exchange Rates, IAS 28 Investment in Associates and IAS 31 Interests 
in Joint Ventures. In accordance with the transitional requirements of these amendments, the Bank and the Group will 
adopt them as a prospective change. Accordingly, assets and liabilities arising from business combinations prior to the 
date of application of the revised standards will not be restated. 
 
IFRS 8 Operating Segments (effective for financial years beginning on or after 1 January 2009) 
 
The standard sets out requirements for disclosure of information about an entity�s operating segments and also about the 
entity�s products and services, the geographical areas in which it operates, and its major customers. IFRS 8 replaces IAS 
14 Segment Reporting. The Bank and the Group expects that the operating segments determined in accordance with IFRS 
8 will not materially differ from the business segments previously identified under IAS 14.  
 
Amendment to IAS 1 Presentation of Financial Statements (effective for financial years beginning on or after 1 January 
2009) 
 
This amendment introduces a number of changes, including introduction of a new terminology, revised presentation of 
equity transactions and introduction of a new statement of comprehensive income as well as amended requirements 
related to the presentation of the financial statements when they are restated retrospectively. The Bank and the Group is 
still evaluating whether it will present all items of recognised income and expense in one single statement or in two linked 
statements. 
 
Amendment to IAS 23 Borrowing Costs (effective for annual periods beginning on or after 1 January 2009)  
 
The revised standard eliminates the option of expensing all borrowing costs and requires borrowing costs to be capitalised 
if they are directly attributable to the acquisition, construction or production of a qualifying asset. In accordance with the 
transitional requirements of the Standard, the Group will adopt this as a prospective change. Accordingly, borrowing costs 
will be capitalised on qualifying assets with a commencement date after 1 January 2009. No changes will be made for 
borrowing costs incurred to this date that have been expensed.  
 
Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements � Putta ble 
Financial Instruments and Obligations Arising on Liquidation (effective for financial years beginning on or after 1 January 
2009) 
 
The revisions provide a limited scope exception for puttable instruments to be classified as equity if they fulfil a number of 
specified features. The amendments to the standards will have no impact on the financial position or performance of the 
Bank and the Group, as the Bank and the Group has not issued such instruments. 
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Note 2. Significant accounting policies (cont�d) 
 
Basis of presentation 
 
Amendment to IAS 39 Financial Instruments: Recognition and Measurement � Eligible Hedged Items (effective  for financial 
years beginning on or after 1 July 2009) 
 
The amendment addresses the designation of a one-sided risk in a hedged item, and the designation of inflation as a 
hedged risk or portion in particular situations. It clarifies that an entity is permitted to designate a portion of the fair value 
changes or cash flow variability of a financial instrument as hedged item. The amendment will have no impact on the 
financial position or performance of the Bank and the Group, as the Bank and the Group has not entered into any such 
hedges. 
 
Improvements to IFRSs 
 
In May 2008 IASB issued its first omnibus of amendments to its standards, primarily with a view to removing 
inconsistencies and clarifying wording. There are separate transitional provisions for each standard; most of the changes 
are effective for financial years beginning on or after 1 January 2009. The Bank and the Group anticipates that these 
amendments to standards will have no material effect on the financial statements. 
 

� IFRS 7 Financial Instruments: Disclosures. Removal of the reference to �total interest income� as a component of finance 
costs. 

� IAS 1 Presentation of Financial Statements. Assets and liabilities classified as held for trading in accordance with IAS 39 
are not automatically classified as current in the balance sheet. 

� IAS 8 Accounting Policies, Change in Accounting Estimates and Errors. Clarification that only implementation guidance 
that is an integral part of an IFRS is mandatory when selecting accounting policies. 

� IAS 10 Events after the Reporting Period. Clarification that dividends declared after the end of the reporting period are 
not obligations. 

� IAS 16 Property, Plant and Equipment. Items of property, plant and equipment held for rental that are routinely sold in 
the ordinary course of business after rental, are transferred to inventory when rental ceases and they are held for sale. 
Also, replaced the term �net selling price� with �fa ir value less costs to sell�. 

� IAS 18 Revenue. Replacement of the term �direct costs� with �transaction costs� as defined in IAS 39. 
� IAS 19 Employee Benefits. Revised the definition of �past service costs�, �return on plan assets� and �short term� and 

�other long-term� employee benefits. Amendments to plans that result in a reduction in benefits related to future services 
are accounted for as curtailment. 

� IAS 20 Accounting for Government Grants and Disclosures of Government Assistance. Loans granted in the future with 
no or low interest rates will not be exempt from the requirement to impute interest. The difference between the amount 
received and the discounted amount is accounted for as government grant. Also, revised various terms used to be 
consistent with other IFRS. 

� IAS 23 Borrowing Costs. The definition of borrowing costs is revised to consolidate the two types of items that are 
considered components of �borrowing costs� into one � the interest expense calculated using the effect ive interest rate 
method calculated in accordance with IAS 39.  

� IAS 27 Consolidated and Separate Financial Statements. When a parent entity accounts for a subsidiary at fair value in 
accordance with IAS 39 in its separate financial statements, this treatment continues when the subsidiary is 
subsequently classified as held for sale. 

� IAS 28 Investment in Associates. If an associate is accounted for at fair value in accordance with IAS 39, only the 
requirement of IAS 28 to disclose the nature and extent of any significant restrictions on the ability of the associate to 
transfer funds to the entity in the form of cash or repayment of loans applies. In addition, an investment in an associate 
is a single asset for the purpose of conducting the impairment test. Therefore, any impairment is not separately allocated 
to the goodwill included in the investment balance.  

� IAS 29 Financial Reporting in Hyperinflationary Economies. Revised the reference to the exception to measure assets 
and liabilities at historical cost, such that it notes property, plant and equipment as being an example, rather than 
implying that it is a definitive list. Also, revised various terms used to be consistent with other IFRS. 

� IAS 31 Interest in Joint ventures: If a joint venture is accounted for at fair value, in accordance with IAS 39, only the 
requirements of IAS 31 to disclose the commitments of the venturer and the joint venture, as well as summary financial 
information about the assets, liabilities, income and expense will apply.  

� IAS 34 Interim Financial Reporting. Earnings per share is disclosed in interim financial reports if an entity is within the 
scope of IAS 33. 

� IAS 36 Impairment of Assets.  When discounted cash flows are used to estimate �fair value less cost to sell� additional 
disclosure is required about the discount rate, consistent with disclosures required when the discounted cash flows are 
used to estimate �value in use�. 

� IAS 38 Intangible Assets. Expenditure on advertising and promotional activities is recognised as an expense when the 
entity either has the right to access the goods or has received the service. The reference to there being rarely, if ever, 
persuasive evidence to support an amortisation method of intangible assets other than a straight-line method has been 
removed. 

� IAS 39 Financial Instruments: Recognition and Measurement. Changes in circumstances relating to derivatives are not 
reclassifications and therefore may be either removed from, or included in, the �fair value through profit or loss� 
classification after initial recognition. Removed the reference in IAS 39 to a �segment� when determining whether an 
instrument qualifies as a hedge. Require the use of the revised effective interest rate when remeasuring a debt 
instrument on the cessation of fair value hedge accounting. 
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Note 2. Significant accounting policies (cont�d) 
 
� IAS 40 Investment Property. Revision of the scope such that property under construction or development for future use 

as an investment property is classified as investment property. If fair value cannot be reliably determined, the investment 
under construction will be measured at cost until such time as fair value can be determined or construction is complete. 
Also, revised of the conditions for a voluntary change in accounting policy to be consistent with IAS 8 and clarified that 
the carrying amount of investment property held under lease is the valuation obtained increased by any recognised 
liability. 

� IAS 41 Agriculture. Removed the reference to the use of a pre-tax discount rate to determine fair value. Removed the 
prohibition to take into account cash flows resulting from any additional transformations when estimating fair value. Also, 
replaced the term �point-of-sale costs� with �costs to sell�. 

 
IFRIC 12 Service Concession Arrangements (effective once adopted by the EU) 
 
This interpretation applies to service concession operators and explains how to account for the obligations undertaken and 
rights received in service concession arrangements. No member of the Bank and the Group is an operator and, therefore, 
this interpretation has no impact on the Bank and the Group. 
 
IFRIC 13 Customer Loyalty Programmes (effective for financial years beginning on or after 1 July 2008) 
 
This interpretation requires customer loyalty award credits to be accounted for as a separate component of the sales 
transaction in which they are granted and therefore part of the fair value of the consideration received is allocated to the 
award credit and deferred over the period that the award credit is fulfilled. The Bank and the Group does not maintain 
customer loyalty programmes, therefore, this interpretation will have no impact on the financial position or performance of 
the Bank and the Group. 
 
IFRIC 14 IAS 19 � The Limit on a Defined Benefit Asset , Minimum Funding Requirements and their Interaction (effective 
for financial years beginning on or after 1 January 2009).  
 
This interpretation specifies the conditions for recognising a net asset for a defined benefit pension plan. The Bank and the 
Group do not have defined benefit plans, therefore, the interpretation will have no impact on the financial position or 
performance of the Group. 
 
IFRIC 15 Agreement for the Construction of Real Estate (effective for financial years beginning on or after 1 January 2009 
once adopted by the EU) 
 
The interpretation clarifies when and how revenue and related expenses from the sale of a real estate unit should be 
recognised if an agreement between a developer and a buyer is reached before the construction of the real estate is 
completed. Furthermore, the interpretation provides guidance on how to determine whether an agreement is within the 
scope of IAS 11 or IAS 18. The Bank and the Group do not conduct such activity, therefore, this interpretation will not have 
an impact on the consolidated financial statements. 
 
IFRIC 16 Hedges of a Net Investment in a Foreign Operation (effective for financial years beginning on or after 1 October 
2008 once adopted by the EU) 
 
The interpretation provides guidance on the accounting for a hedge of a net investment in a foreign operation. IFRIC 16 
will not have an impact on the consolidated financial statements because the Bank and the Group do not have hedges of 
net investments. 
 
IFRIC 17 Distributions of Non-cash Assets to Owners (effective for financial years beginning on or after 1 July 2009 once 
adopted by the EU) 
 
The interpretation provides guidance on the appropriate accounting treatment when an entity distributes assets other than 
cash as dividends to its shareholders. IFRIC 17 will not have an impact on the consolidated financial statements because 
the Bank and the Group does not distribute non-cash assets to owners. 
 
IFRIC 18 Transfers of Assets from Customers (effective for transfers of assets received on or after 1 July 2009 once 
adopted by the EU) 
 
The Interpretation provides guidance on accounting for agreements in which an entity receives from a customer an item of 
property, plant and equipment that the entity must then use either to connect the customer to a network or to provide the 
customer with ongoing access to a supply of goods or services (such as a supply of electricity, gas or water). IFRIC 18 will 
not have an impact on the consolidated financial statements because the Bank and the Group does not have such 
agreements. 
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Note 2. Significant accounting policies (cont�d) 
 
Basis of consolidation 
 
The consolidated financial statements include the financial results of the Bank and wholly owned UAB Parex Faktoringas ir 
Lizingas. 
 
Subsidiaries 
 

Subsidiaries, which are those entities in which the Bank has an interest of more than one half of the voting rights, or 
otherwise has power to exercise control over their operations, are consolidated. Subsidiaries are consolidated from the 
date on which control is transferred to the Bank and are no longer consolidated from the date that control ceases. All inter-
company transactions, balances and unrealised gains on transactions between group companies are eliminated; 
unrealised losses are also eliminated but may result in recognising an impairment loss where the transaction provides 
evidence of an impairment of the asset transferred. Accounting policies applied by subsidiaries are consistent with those 
applied by the Group.  
 
The subsidiary UAB Parex Faktoringas ir Lizingas was acquired in a transaction under common control. As the transaction 
has substance from the Bank�s perspective the business combination is accounted for using the purchase method. Refer 
to the accounting policy on Goodwill below. Investments in a subsidiary in the Bank�s separate financial statements are 
accounted for at cost less impairment losses, if any. 
 
Comparative figures 
 
Where necessary comparative figures have been adjusted to conform to changes in presentation in the current year.  
- In 2007 comparative information the capital adequacy ratio was recalculated according to the new rules of capital 

adequacy ratio calculation as set by the Bank of Lithuania Board as of 9 November 2006 resolution No. 138. 
- International transfers until currency exchange was transferred from Other liabilities caption to Due to banks caption 

and amounted to LTL 18,055 thousand in 2007. 
- Adjustments were made in specification of Interest income and interest expenses caption in 2007 by transferring the 

amount of LTL 330 thousand from Due from banks and other credit institutions to On loans and receivables. 
- In the Other assets note payments through ATMs was replaced by payments through cards, prepayments for suppliers 

were replaced by advanced payments for goods and services. The travel receipts paid by foreign banks until settlement 
were additionally specified in Other assets note.  

 
Foreign currencies 
 
Starting from 2 February 2002 LTL is pegged to EUR at the rate of LTL 3.4528 for EUR 1. 
 
Amounts denominated in other currencies than LTL are translated into LTL at the official exchange rate of the Bank of 
Lithuania prevailing at the date of transaction. Gains and losses resulting from the settlement of monetary items and from 
the translation of monetary assets and liabilities denominated in other currencies than LTL are recognised in the income 
statement. 
 
Monetary assets and liabilities denominated in other currencies than LTL are revalued to LTL at the rates established by 
the Bank of Lithuania at the balance sheet date. The official exchange rates of the main currencies, used for the 
revaluation of balance sheet items as at the year end were as follows (LTL units to currency unit): 
 

 31 December 2008 31 December 2007 
EUR 3.4528 3.4528 
USD 2.4507 2.3572 
LVL 4.8872 4.9567 
10 RUB 0.8334 0.9608 

 
Non-monetary items carried at cost are translated using the exchange rate at the date of the transaction, whilst assets 
carried at fair value are translated at the exchange rate when the fair value was determined. 
 
Revenue and expense recognition 
 
Interest revenue and expense are recognised on an accrual basis calculated using the effective interest method. Loan 
origination fees for loans issued to customers are deferred (together with related direct costs) and recognised as an 
adjustment to the effective yield of the loans. Fees, commissions and other revenue and expense items are generally 
recorded on an accrual basis when the service has been provided. Portfolio and other management advisory and service 
fees are recorded based on the applicable service contracts.  
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Note 2. Significant accounting policies (cont�d) 
 
Cash and cash equivalents 
 
Cash and current accounts with the Bank of Lithuania and current accounts with other banks due to their high liquidity with 
an original maturity up to three months, which are subject to an insignificant risk of changes in value, are accounted for as 
cash and cash equivalents in the cash flow statement.  
 
Intangible assets 
 
Intangible assets include computer software and licences.  
 
Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible 
assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. The useful lives of 
intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortised over the 
useful lives of 1 to 5 years and assessed for impairment whenever there is an indication that the intangible asset may be 
impaired. Amortisation periods and methods for intangible assets with finite useful lives are reviewed at least at each 
financial year-end.  
 
Intangible assets with indefinite useful lives are not amortised, but tested for impairment annually either individually or at 
the cash-generating unit level. The useful life of an intangible asset with an indefinite life is reviewed annually to determine 
whether indefinite life assessment continues to be supportable.  
 
The Bank and the Group do not have intangible assets with infinite useful life. 
 
Costs associated with maintaining computer software programmes are recorded as an expense as incurred. 
 
Goodwill 
 
Goodwill represents the excess of the cost of an acquisition over the net fair value of the Group�s share of the identifiable 
assets, liabilities and contingent liabilities of the acquired business at the date of acquisition. Goodwill arising from the 
acquisition of a subsidiary is included in intangible assets. Goodwill from the acquisition of an associate is included in the 
investments in associates. Following initial recognition, goodwill is measured at cost less any accumulated impairment 
losses. 
 
Goodwill is reviewed for impairment annually or more frequently if events or changes in circumstances indicate that the 
carrying amount may be impaired. For the purpose of impairment testing, goodwill acquired in a business combination is, 
from the acquisition date, allocated to each of the Group�s cash-generating units, or groups of cash-generating units, that 
are expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the 
acquiree are assigned to those units or groups of units. Each unit or group of units to which the goodwill is so allocated: 
 

� represents the lowest level within the Group at which the goodwill is monitored for internal management 
purposes; and 

� not be larger than an operating segment determined in accordance with IAS14. 
 
Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-generating 
units), to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group of cash-generating 
units) is less than the carrying amount, an impairment loss is recognised. Where goodwill forms part of a cash-generating 
unit (group of cash-generating units) and part of the operation within that unit is disposed of, the goodwill associated with 
the operation disposed of is included in the carrying amount of the operation when determining the gain or loss on disposal 
of the operation. Goodwill disposed of in this circumstance is measured based on the relative values of the operation 
disposed of and the portion of the cash-generating unit retained. 
�

Property and equipment 
 
Property and equipment, excluding land and buildings, are carried at cost, excluding the costs of day-to-day servicing, less 
accumulated depreciation and any accumulated impairment in value. Such cost includes the cost of replacing part of such 
plant and equipment when that cost is incurred if the recognition criteria are met. Land and buildings are recorded at 
revalued amounts, being its fair value at the date of the revaluation less any subsequent accumulated depreciation and 
subsequent accumulated impairment losses. Revaluations are made with sufficient regularity such that the carrying 
amount does not differ materially from that which is determined using fair value at the balance sheet date. The fair value of 
the buildings is determined by appraisals undertaken by certified independent appraisers. The depreciation of buildings is 
calculated on a straight-line basis over the estimated useful lives of assets. The revaluation reserve for buildings is being 
reduced in conformity with depreciation of revalued buildings. 
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Note 2. Significant accounting policies (cont�d) 
 
Property and equipment (cont�d) 
 
In case of revaluation, when the estimated fair value of an asset is lower than its book value, the book value of this asset is 
immediately reduced to the amount of fair value and such impairment is recognised as expenses. However, such 
impairment is deducted from the amount of increase of the previous revaluation of this asset accounted for in the 
revaluation reserve, to the extent it does not exceed the amount of such increase. 
 
In the case of revaluation, when the estimated fair value of an asset is higher than its book value, the book value of this 
asset is increased to the amount of fair value and such increase is recorded in the revaluation reserve of property, plant 
and equipment under the shareholder�s equity caption. However, such increase in value is recognised as income only to 
the extent it does not exceed the amount of the previous revaluation decrease recognised as expenses. 
 
Parts of some items of property and equipment may require replacement at regular intervals. Items of property and 
equipment may also be acquired to make a less frequently recurring replacement. Under the recognition principles for 
property and equipment, the Bank and the Group recognises in the carrying amount of an item of property and equipment 
the cost of replacing part of such an item when that cost is incurred if the recognition criteria are met. 
 
Leasehold improvements are amortised over the shorter of the lease term and the life of the related leased asset. The 
asset�s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end. 
 
An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected from 
its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net 
disposal proceeds and the carrying amount of the asset) is included in the income statement in the year the asset is 
derecognised.  
 
Depreciation is computed on a straight-line basis over the following average estimated useful lives: 
 

Assets Depreciation (in years) 
Buildings 70 - 80 years 
Office equipment 4 - 6 years 
Vehicles 6 years 

 
Land is not depreciated. 
 
The useful lives are reviewed periodically to ensure that the period of depreciation is consistent with the expected pattern 
of economic benefits from items of property and equipment. Depreciation expenses for the year are included into the 
income statement. 
 
Repairs, and renewals that do not meet the recognition criteria for property and equipment, are charged to the income 
statement when the expenditure is incurred.  
 
Non-current assets held for sale 
 
Non-current assets (or group of assets) held for sale is classified to this category if the value of the asset is expected to be 
recovered during the disposal. The management is obliged to sell this asset. The active search for the buyer and 
advertising campaign offering reasonable price of the asset, which approximates to its fair value, are in progress. The sale 
is to be finished during one year from the date of reclassification of the asset to this category. The assets corresponding to 
these conditions are assessed by the lower value between carrying or fair value less sale expenses. The depreciation is 
not computed for these assets. In the case the sale settlement is prolonged due to certain circumstances, which do not 
depend on the Bank, the assets held for sale is not reclassified. The increase in sale expenses of the prolonged 
transaction is recognised in income statement in the financial expenses caption. In other cases the assets could not be 
recognised as held for sale. 
 
Financial assets and financial liabilities  
 
The Bank and the Group recognises financial asset on its balance sheet when, and only when, the Bank and the Group 
become a party to the contractual provisions of the instrument. 
 

Financial assets in the scope of IAS 39 are classified as either financial assets held at fair value through profit or loss, 
loans and receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate. When financial 
assets are recognised initially, they are measured at fair value, plus, in the case of financial assets not at fair value through 
profit or loss, directly attributable transaction costs. The Bank and the Group determines the classification of its financial 
assets on initial recognition and, where allowed and appropriate, re-evaluates this classification at each financial year-end. 
 
All �regular way� purchases and sales of investments  are recognised using settlement date accounting. The settlement 
date is the date when an asset is delivered to or by the Bank and the Group. Settlement date accounting refers to the 
recognition of an asset on the day it is transferred to the Bank and the Group and to the derecognition of an asset on the 
day that it is transferred by the Bank and the Group. All other purchases or sales are recognised as derivative instruments 
until settlement occurs. 
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Note 2. Significant accounting policies (cont�d) 
 
Financial assets and financial liabilities (cont�d) 
 
Financial assets and financial liabilities at fair value through profit or loss 
 
As of balance sheet dates, the Bank and the Group did not have financial assets or financial liabilities designated at fair 
value through profit or loss. 
 
Financial assets or financial liabilities held for trading 
�

Financial assets or financial liabilities classified as held for trading other than derivatives are included in the category 
�financial assets at fair value through profit or loss�. Financial assets or financial liabilities are classified as held for trading 
if they are acquired for the purpose of selling in the near term. Such assets or liabilities are initially accounted for at fair 
value and are subsequently revalued at the fair value, which is market price. Related profit or loss on revaluation is 
charged directly to the income statement. Interest income and expense and dividends on such investments are recognised 
as interest revenue and expense and dividend revenue respectively.  
 
In the normal course of business, the Group and the Bank enters into various derivative financial instruments including 
futures, forwards and swaps in the financial markets. Such financial instruments are primarily held for trading and are 
initially recognised in accordance with the policy for initial recognition of financial instruments and are subsequently 
measured at fair value. The fair values are estimated based on quoted market prices or pricing models that take into 
account the current market and contractual prices of the underlying instruments and other factors. Derivatives are carried 
as assets when their fair value is positive and as liabilities when it is negative. Gains and losses resulting from these 
instruments are included in the consolidated statement of income as gains less losses from derivative instruments. 
 
Held-to-maturity investments 
 
Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity 
when the Bank and the Group has the positive intention and ability to hold to maturity. Investments intended to be held for 
an undefined period are not included in this classification. Other long-term investments that are intended to be held-to-
maturity, such as bonds, are subsequently measured at amortised cost. This cost is computed as the amount initially 
recognised minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of 
any difference between the initially recognised amount and the maturity amount. This 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 and discounts. For investments carried at amortised cost, gains and losses are recognised in 
income statement when the investments are derecognised or impaired, as well as through the amortisation process. 
 
Loans and receivables 
 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market, other than: 
 

�  those that the entity intends to sell immediately or in the near term, which shall be classified as held for trading, 
and those that the entity upon initial recognition designates as at fair value through profit or loss; 

� those that the entity upon initial recognition designates as available for sale; or 
� those for which the holder may not recover substantially all of its initial investment, other than because of credit 

deterioration, which shall be classified as available for sale. 
 
Such assets are carried at amortised cost using the effective interest method. Gains and losses are recognised in income 
when the loans and receivables are derecognised or impaired, as well as through the amortisation process. 
 
Loans and advances are recognised on drawdown. From the date of signing a contractual agreement till the drawdown 
date they are accounted for as off-balance sheet items. 
 

Loan agreements foresee the possibility of repayment before the maturity date. The management of the Bank and the 
Group cannot estimate how often or when clients would use such an option and therefore the cash flows or the expected 
life cannot be estimated reliably and, consequently, the contractual cash flows over the full contractual term were used by 
the Bank and the Group in determining the effective interest rate. 
 
Non-performing loans 
�

Loans are treated as non-performing when loan principal or interest payable is overdue for 90 and more days. 
 
Write-offs 
 
When the loans and advances cannot be recovered and all collateral has been realised, they are written-off and charged 
against impairment for incurred credit losses. The management of the Bank and the Group makes the decision on writing-
off loans. Recoveries of loans previously written-off are credited to the income statement. 
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Note 2. Significant accounting policies (cont�d) 
 
Financial assets and financial liabilities (cont�d) 
 
Factoring 
 
A factoring transaction is a funding transaction wherein the Bank and the Group finances its customers through buying 
their claims. Companies alienate rights to invoices due at a future date to the Bank and the Group. Factoring transactions 
provided by the Bank and the Group comprise factoring transactions with a right to recourse (the Bank and the Group is 
entitled to selling the overdue claim back to the customer) and factoring transactions without a right to recourse (the Bank 
and the Group is not entitled to selling the overdue claim back to the customer). The factor�s revenue comprises the lump-
sum contract fee charged on the conclusion of the contract, commission fees charged for processing the invoices, and 
interest income depending on the duration of the payment term set by the purchaser. The fees are treated and accounted 
for in similar manner as loans related fees.  
 
The factoring balance includes the aggregate amount of factored invoices outstanding as of the reporting date and all 
amounts accrued for the unpaid amount. 
 
Available-for-sale financial assets 
 
Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or are 
not classified in any of the three preceding categories.   
 
After initial recognition available-for-sale financial assets are measured at fair value based on available market prices or 
quotes of brokers. For investments where there is no active market, fair value is determined using valuation techniques. 
Such techniques include using recent arm�s length market transactions, reference to the current market value of another 
instrument, which is substantially the same, and discounted cash flow analysis. The result of revaluation of available for 
sale securities is recognised in revaluation reserve of financial assets, reported under equity. Revaluation of available for 
sale debt securities is calculated as difference between market value and amortised cost calculated using original effective 
interest rate. When the securities are disposed of, the related accumulated fair value revaluation is included in the 
statement of income as gain (loss) from sale of available-for-sale securities. If there is objective evidence that the value of 
an investment has been impaired, the cumulative net loss that has been recognised directly in equity is charged to the 
income statement. Interest earned while holding available-for-sale financial assets is reported as interest income. 
 
Securities could be reclassified as held-to-maturity and evaluated at amortised cost. The difference between amortised 
cost and fair value is amortised during entire remaining period until settlement date and is recognised in income statement. 
 
Derecognition of financial assets and liabilities 
 
Financial assets 
 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is 
derecognised where: 
 

� the rights to receive cash flows from the asset have expired; or 
� the Bank and the Group has transferred its rights to receive cash flows from the asset, or retained the right to receive 

cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third party 
under a �pass-through� arrangement; and 

� the Bank and the Group either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither 
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset. 

 
Where the Bank and the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement and has neither transferred nor retained substantially all the risks and rewards of the asset nor 
transferred control of the asset, the asset is recognised to the extent of the Bank and the Group�s continuing involvement 
in the asset. Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower 
of the original carrying amount of the asset and the maximum amount of consideration that the Bank and the Group could 
be required to repay.  
 
Where continuing involvement takes the form of a written and/or purchased option (including a cash-settled option or 
similar provision) on the transferred asset, the extent of the Bank�s and the Group�s continuing involvement is the amount 
of the transferred asset that the Bank and the Group may repurchase, except that in the case of a written put option 
(including a cash-settled option or similar provision) on an asset measured at fair value, the extent of the Bank�s and the 
Group�s continuing involvement is limited to the lower of the fair value of the transferred asset and the option exercise 
price. 
 
Financial liabilities 
 
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. 
 
Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the 
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of 
the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in profit or loss. 
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Note 2. Significant accounting policies (cont�d) 
 
Offsetting 
 
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a currently 
enforceable legal right to set off the recognized amounts and there is an intention to settle on a net basis, or to realize the 
asset and settle the liability simultaneously. 
 
Impairment of financial assets 
 
The Bank and the Group assesses at each balance sheet date whether there is any objective evidence that a financial 
asset or a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if 
there is objective evidence of impairment as a result of one or more events that have occurred after the initial recognition 
of the asset (an incurred �loss event�) and that loss event (or events) has an impact on the estimated future cash flows of 
the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include 
indications that the borrower or a group of borrowers is experiencing significant financial difficulty, default or delinquency in 
interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation and where 
observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. 
 
Due from banks and loans and advances to customers 
 
For amounts due form banks and loans and advances to customers carried at amortised cost, the Bank and the Group first 
assesses individually whether objective evidence of impairment exists for financial assets that are individually significant, 
or collectively for financial assets that are not individually significant. If the Bank and the Group determine that no objective 
evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset 
in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets 
that are individually assessed for impairment and for which an impairment loss is, or continues to be recognised, are not 
included in a collective assessment of impairment. 
 
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset�s carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through the use of an 
allowance account and the amount of the loss is recognised in the income statement. If, in a subsequent year, the amount 
of the estimated impairment loss increases or decreases because of an event occurring after impairment was recognised, 
the previously recognised impairment loss is increased or reduced by adjusting the allowance account. 
 

The present value of the estimated future cash flows is discounted at the financial asset�s original effective interest rate. If 
loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate. 
The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash 
flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is 
probable.  
 
For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the Bank�s and the 
Group�s internal credit rating system that considers credit risk characteristics such as asset type, industry, geographical 
location, collateral type, past-due status and other relevant factors. 
 
Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on the basis of 
historical loss experience for assets with credit risk characteristics similar to those in the Bank and the Group. Historical 
loss experience is adjusted on the basis of current observable data to reflect the effects of current conditions that did not 
affect the years on which the historical loss experience is based and to remove the effects of conditions in the historical 
period that do not exist currently. Estimates of changes in future cash flows reflect, and are directionally consistent with, 
changes in related observable data from year to year. The methodology and assumptions used for estimating future cash 
flows are reviewed regularly to reduce any differences between loss estimates and actual loss experience. 
 
Held to maturity investments 
 
For held to maturity investments the Bank and the Group assesses individually whether there is objective evidence of 
impairment. If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured 
as the difference between the assets� carrying amount and the present value of estimated future cash flows. The carrying 
amount of the asset is reduced and the amount of the loss is recognised in the income statement.  
 
If, in a subsequent year, the amount of the estimated impairment loss decreases because of an event occurring after the 
impairment was recognised, any amounts formerly charged are credited to the income statement. 
 

Renegotiated loans 
 
Where possible, the Bank and the Group seeks to restructure loans rather than to take possession of collateral. This may 
involve extending the payment arrangements and the agreement of a new loan conditions. Once the terms have been 
renegotiated, the loan is no longer considered past due. Management continuously reviews renegotiated loans to ensure 
that all criteria are met and that the future payments are likely to occur. The loans continue to be the subject to an 
individual or collective impairment assessment, calculated using the loan�s original effective interest rate. 
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Note 2. Significant accounting policies (cont�d) 
 
Impairment of other assets 
 
The Bank and the Group assesses at each reporting date whether there is an indication that an asset may be impaired. If 
any such indication exists, or when annual impairment testing for an asset is required, the Bank and the Group makes an 
estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash- generating 
unit’s fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not 
generate cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying 
amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its 
recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using 
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the 
asset. Impairment losses of continuing operations are recognised in the income statement in those expense categories 
consistent with the function of the impaired asset. 
 
An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment 
losses may no longer exist or may have decreased. If such indication exists, the recoverable amount is estimated. A 
previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine the 
asset’s recoverable amount since the last impairment loss was recognised. If that is the case the carrying amount of the 
asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have 
been determined, net of depreciation (if any), had no impairment loss been recognised for the asset in prior years. Such 
reversal is recognised in profit or loss. After such a reversal the depreciation charge (if any) is adjusted in future periods to 
allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its remaining useful life. 
 
Fair values of financial assets and liabilities 
 
For financial instruments traded in organised financial markets the fair value is determined by reference to quoted market 
prices. Bid prices are used for assets and offer prices are used for liabilities. The fair value of interest-bearing financial 
instruments is estimated based on discounted cash flows using the interest rates for items with similar terms and risk 
characteristics. For unquoted equity investments fair value is determined using valuation techniques. Such techniques 
include using recent arm�s length market transactions, reference to the current market value of another instrument, which 
is substantially the same, and discounted cash flows analysis. Where the fair values of financial assets and liabilities differ 
materially from their book values, such fair values are separately disclosed in the notes to the financial statements. 
�
Leases 
 
Finance � Bank and Group as lessee  
 
The Bank and the Group recognises finance leases as assets and liabilities in the balance sheet at the date of 
commencement of the lease term at amounts equal to the fair value of the leased property or, if lower, at the present value 
of the minimum lease payments, each determined at the inception of the lease. In calculating the present value of the 
minimum lease payments the discount factor used is the interest rate implicit in the lease, when it is practicable to 
determine; otherwise, the Bank and the Group�s incremental borrowing rate is used. Initial direct costs incurred are 
included as part of the asset. Lease payments are apportioned between the finance charge and the reduction of the 
outstanding liability. The finance charge is allocated to periods during the lease term so as to produce a constant periodic 
rate of interest on the remaining balance of the liability for each period.  
 
Direct costs incurred by the lessee during lease term are included in the value of leased assets.  
 
Finance � Bank and Group as lessor  
 
The Bank and the Group recognises lease receivables at an amount equal to the net investment in the lease, starting from 
the date of commencement of the lease term. Finance income is based on a pattern reflecting a constant periodic rate of 
return on the net investment outstanding. Initial direct costs are included in the initial measurement of the lease 
receivables. 
 
Operating � Bank and Group as lessee  
 
Leases of assets under which the risks and rewards of ownership are effectively retained by the lessor are classified as 
operating leases. Lease payments under an operating lease are recognised as expenses on a straight-line basis over the 
lease term and included into operating expenses. 
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Note 2. Significant accounting policies (cont�d) 
 
Leases (cont�d) 
 
Operating � Bank and Group as lessor  
 
The Bank and the Group presents assets subject to operating leases in the balance sheets according to the nature of the 
asset. Lease revenue from operating leases is recognised in income statement on a straight-line basis over the lease term 
as revenue. The aggregate cost of incentives provided to lessees is recognised as a reduction of rental revenue over the 
lease term on a straight-line basis. Initial direct costs incurred specifically to earn revenues from an operating lease are 
added to the carrying amount of the leased asset. 
 
The depreciation policy for depreciable leased assets is consistent with the lessor�s normal depreciation policy for similar 
assets, and depreciation is calculated in accordance with accounting policies, used for the Bank�s and the Group�s 
property and equipment. 
 
Loans and deposits granted to the Bank 
 
Loans and deposits granted to the Bank are classified as held-to-maturity financial liabilities and are estimated at 
amortised value using effective interest rate method or historical value if the settlement date is not known. 
 
If the loan or deposit agreement does not include methodology of interest calculation, the interest is calculated by the Bank 
determinate order. 
 
Securities repurchase agreements 
 
Securities repurchase agreement is the agreement under which the Bank sells securities and is committed to repurchase 
the same securities on the later date for the price determined during the transaction. The Bank remains with the risk and 
the economic substance of these securities.  
 
Securities repurchase agreements are classified as held-to-maturity financial liabilities and are estimated at amortised 
value using effective interest rate method. 
 
The difference between securities selling and repurchase price is amortised during entire securities repurchase transaction 
validation time. 
 
According to securities repurchase agreements transferred securities are accounted for as pledged asset. 
 
Segment information 
 
In these financial statements a segment means a constituent part of the Group participating in products or services 
provision (business segment) or provision of a product or service within certain economic environment (geographical 
segments) and their risk and returns whereof are different from other segments.  
 
Share capital 
 
Share capital is shown in the balance sheet at the amount subscribed. 
 
Income tax 
 
Income tax charge is based on profit for the year and considers deferred taxation. Income tax is calculated based on the 
Lithuanian tax legislation.  
 

Standard income tax rate in Lithuania was 15 % in the year 2008 (in year 2007 � 15 % and 3 % social tax ). Starting from 
1 January 2009 the income tax rate applied to the companies in the Republic of Lithuania is 20%. 
 
Tax losses can be carried forward for indefinite period, except for the losses incurred as a result of disposal of securities 
and/or derivative financial instruments. Such carrying forward is disrupted if the Bank and the Group change its activities 
due to which these losses incurred except when the Bank and the Group do not continue its activities due to reasons 
which do not depend on the Bank and the Group itself. The losses from disposal of securities and/or derivative financial 
instruments can be carried forward for 5 consecutive years and only be used to reduce the taxable income earned from the 
transactions of the same nature. 
 
Deferred taxes are calculated using the balance sheet liability method. Deferred income taxes reflect the net tax effects of 
temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for income tax purposes, except where the deferred income tax arises from the initial recognition of goodwill 
or of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects 
neither accounting profit nor taxable profit. Deferred tax assets and liabilities are measured using the tax rates expected to 
apply to taxable income in the years in which those temporary differences are expected to reverse based on tax rates 
enacted or substantively enacted at the balance sheet date.  
 
Deferred tax assets have been recognised in the balance sheet to the extent the management believes it is probable that 
they will be realised in the foreseeable future, based on taxable profit forecasts. If it is believed that part of the deferred tax 
asset is not going to be realised, this part of the deferred tax asset is not recognised in the financial statements. 
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Note 2. Significant accounting policies (cont�d) 
 
Off-balance sheet items  
 
All obligations that, depending on how they evolve, might give rise to the balance sheet exposures are accounted for as 
off-balance sheet exposures. This allows the Bank and the Group to assess capital requirement and to allocate funds 
required to cover those obligations. 
 
Related parties 
 
In accordance with IAS 24 �Related Party Disclosures�,  parties are considered to be related if one party has the ability to 
unilaterally or jointly control the other party or exercise significant influence over the other party in making financial or 
operational decisions, or where parties are under common control. In addition, members of key management personnel as 
well as their close family members, and close family members of individuals that unilaterally or jointly control the Bank or 
exercise significant influence over it are related parties. In considering each possible related party relationship, attention is 
directed to the substance of the relationship, not merely the legal form. 
 
Credit-related commitments and financial guarantees 
 
Commitments to extend credit represent unused portions of authorisations to extend credit in the form of loans, guarantees 
or letters of credit. The Bank and the Group has the authority to cancel such agreement if the client�s risk increases. 
Commitments to extend credit are treated as risk assets for capital adequacy calculation purposes. 
 
In the ordinary course of the business the Bank and the Group gives financial guarantees, consisting of letters of credit, 
guarantees and acceptances. Financial guarantees are initially recognised in the financial statements at fair value, under 
Other liabilities caption, being premium received. Subsequent to initial recognition, the Bank�s and the Group’s liability 
under each guarantee is measured at the higher of the unamortised premium and the best estimate of probable 
expenditure required in settling any financial obligation arising as a result of the guarantee.  
 
Any increase in the liability relating to financial guarantees is recorded to the income statement under Impairment 
expenses caption. The premium received is recognised in the income statement in Net fees and commissions income on a 
straight line basis over the life of guarantee.  
 
Guarantees represent irrevocable assurances that the Bank and the Group will make payments in the event when a 
customer cannot meet its obligations to the third parties. In case that payments under such a guarantee have become 
probable it is subsequently accounted for as balance sheet item and is subject for impairment assessment. Until guarantee 
is executed, it is treated as risk asset for capital adequacy calculation purposes. 
 
Documentary and commercial letters of credit represent written undertakings by the Bank and the Group on behalf of a 
customer authorising a third party to draw drafts on the Bank and the Group up to a stipulated amount under specific terms 
and conditions. Letters of credit are collateralised by the underlying shipments of goods. Letters of credit are treated as risk 
assets for capital adequacy calculation purposes. 
 
Provisions 
 
Provisions are recognised when the Bank and the Group has a present obligation (legal or constructive) as a result of a 
past event, and it is probable that an outflow or recourses embodying economic benefits will be required to settle the 
obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any provision is 
recognised in the income statement. If the effect of the time value of money is material, provisions are discounted using 
current pre-tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the 
increase in the provision due to the passage of time is recognised as a borrowing cost. 
 
Contingencies 
 
Contingent liabilities are not recognised in the financial statements. They are disclosed unless the possibility of an outflow 
of resources embodying economic benefits is remote. A contingent asset is not recognised in the financial statements but 
disclosed when an inflow or economic benefits is probable. 
 



AB PAREX BANKAS  
 
SEPARATE AND CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEAR ENDED AS OF 31 DECEMBER 2008 
 (All amounts in LTL thousand unless otherwise stated) 
�

�
30

Note 2. Significant accounting policies (cont�d) 
 
Use of estimates in the preparation of financial statements 
 
The preparation of financial statements in conformity with International Financial Reporting Standards requires 
management to make estimates and assumptions that affect the reported amounts of assets, liabilities, income and 
expenses and disclosure of contingencies. The significant areas of estimation used in the preparation of the accompanying 
financial statements relate to evaluation of impairment for loan losses, determination of fair values of financial assets and 
financial liabilities, realisation of deferred tax asset and provisions.  
 
Below are presented key assumptions concerning the future and other key sources of estimation uncertainty at the 
balance sheet date that have a significant risk of causing a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year. 
 
Where the fair values 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 use of mathematical models. The 
input to these models is taken from observable markets where. For fair value of financial assets and liabilities see Note 38. 
 
The Bank and the Group regularly reviews its loans and receivables to assess impairment. The Bank and the Group uses 
its experienced judgement to estimate the amount of any impairment loss in cases where a borrower is in financial 
difficulties and there are few available historical data relating to similar borrowers. Similarly, the Bank and the Group 
estimates changes in future cash flows based on the 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 group of loans and receivables when scheduling its future cash 
flows. The Bank and the Group uses its experienced judgement to adjust observable data for a group of loans or 
receivables to reflect current circumstances. The methodology and assumptions used for estimating both the amount and 
timing of future cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss 
experience. For carrying amounts see Note 11 and Note 10. 
 
Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be 
available against which the losses can be utilised. Significant management judgment is required to determine the amount 
of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable profits together with 
future tax planning strategies. For carrying amounts see Note 30. 
 
Future events may occur which will cause the assumptions used in arriving at the estimates to change. The effect of any 
changes in estimates will be recorded in the financial statements, when determinable. 
 
Subsequent events 
 
Post-year-end events that provide additional information about the Bank�s and the Group�s position at the balance sheet 
date (adjusting events) are reflected in the financial statements. Post-year-end events that are not adjusting events are 
disclosed in the notes when material. 
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Note 3. Placements with the central bank 
 
 The Bank  The Group 
 31 December 

2008  
31 December 

2007 
 31 December 

2008  
31 December 

2007 
        

Compulsory reserves  70,291  76,326  70,291  76,326 
Funds in correspondent accounts  -  4,747  -  4,747 

Total 70,291  81,073  70,291  81,073 
 
Compulsory reserves held in the Bank of Lithuania comprise amount which is based on attracted funds. The amount is 
estimated on the monthly basis from possessed liabilities of the Bank in previous month. Average monthly amount should 
be equal to compulsory reserve estimated according to the requirements of the Bank of Lithuania. Since November 2008 
the compulsory reserve rate is 4 %, and untill November 2008 it was 6 %.  
 
The portion of compulsory reserve calculated in accordance with the requirements of the European Central Bank (ECB) is 
held as interest bearing deposits. Interest rate for interest bearing part equals to the ECB refinance rate, valid on the day of 
transaction. 
 
�
Note 4. Placements with banks 
�

 The Bank  The Group 
 31 December 

2008  
31 December 

2007 
 31 December 

2008  
31 December 

2007 
      

Deposits 435,693  -  435,693  - 
Current accounts with correspondent banks 36,217  20,747  36,217  20,747 

Total 471,910  20,747  471,910  20,747 

        
 
 
Note 5. Financial assets at fair value through profit or loss 
�
Financial assets at fair value through profit or loss are held for trading. 
 

 The Bank  The Group 
 31 December 

2008  
31 December 

2007 
 31 December 

2008  
31 December 

2007 
   

Derivative financial instruments 1,393  1,297  1,393  1,297 
Investment funds units -  4,174  -  4,174 
Corporate securities -  286  -  286 

       
Total 1,393  5,757  1,393  5,757 

        
�
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Note 6. Financial derivatives 
�
Below are presented notional amounts and fair values of financial derivatives of the Bank and the Group: 
 

31 December 2008  Notional amount  Fair value 

  Asset  Liability  Asset  Liability 

Spots  278,833  278,837  5  10 
Swaps  93,105  92,581  560  31 
Forwards  71,074  70,645  828  399 
Total  443,012  442,063  1,393  440 
 

31 December 2007  Notional amount  Fair value 

  Asset  Liability  Asset  Liability 

Spots  23,902  23,873  40  11 
Swaps  269,717  268,744  1,149  211 
Forwards  42,429  42,532  108  187 
Total  336,048  335,149  1,297  409 
 
 
Note 7. Investments in subsidiary 
 
As of 4 July 2008 the Bank acquired 100 % of the voting shares of its subsidiary UAB Parex Banko Lizingas 
engaged in leasing activities. The values of identifiable assets, liabilities and contingent liabilities based on carrying 
amounts of UAB Parex Faktoringas ir Lizingas as at the date of acquisition were: 
 

 
Recognised on 

acquisition Carrying value 
� � �
Cash and cash equivalents 63 63 
Loans to non-banking clients 108,338 107,625 
Property and equipment 2,691 2,691 
Intangible assets  26 26 
Other assets 2,101 2,101 
� 113,219 112,506 
�   
Amounts due to credit institutions 103,652 103,652 
Other liabilities 4,024 4,024 
� 107,676 107,676 
�  
Group�s share of the fair value of net assets 5,543 
Goodwill arising on acquisition  - 
Consideration paid 5,543 
�

The total cost of the combination was LTL 5,543 thousand and was paid entirely in cash. The net cash inflow on 
acquisition was as follows: 

  
Cash (paid) 5,543 
Less: cash (63) 
Net cash outflow due to acquisition 5,480 

 
From the date of the combination (4 July 2008), UAB Parex Faktoringas ir Lizingas contributed LTL 1,498 thousand 
to the net profit of the Group. If the combination had taken place at the beginning of the year, the profit of the Group 
would have been LTL 1,770 thousand, net interest income � LTL 33,828 thousand for the year 2007. 
 
The accounting recognised in the 31 December 2007 financial statements was based on provisional assessment of fair 
value as the Group has sought to perform detailed valuation of risk, terms and clients� structure of the lease portfolio held 
by subsidiary UAB Parex Faktoringas ir Lizingas. The valuation was not completed at the date the 2007 accounts were 
approved for issue by management. 
 
The detailed valuation of lease portfolio was completed in May 2008 and showed that the fair value of lease portfolio at the 
date of acquisition was LTL 108,338 thousand, an increase of LTL 713 thousand compared to the provisional value. 
 
The 2007 comparative information has been restated to reflect this adjustment. The value of portfolio has increased by LTL 
713 thousand. There was also corresponding reduction in goodwill of 713 thousand recognised in the financial statements 
for the year 2007.  
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Note 8. Available-for-sale financial assets 
 
Available-for-sale debt securities of the Bank and the Group as of 31 December 2008 represent debt securities issued by 
the Republic of Lithuania. Available-for-sale debt securities of the Bank and the Group as of 31 December 2007 represent 
corporate debt securities issued by foreign entities and debt securities issued by the Republic of Lithuania.  
 
Available-for-sale equity securities of the Bank and the Group as of 31 December 2008 and 2007 represent equity 
securities of not listed companies. 
�
Initial yields and maturities of debt securities are as follows: 
�

 2008  2007 
 Yield  Maturity  Yield  Maturity 
        
Corporate debt securities -  -  3.61% - 5.97%  2008.01 - 2016.04 
Securities of the Republic of Lithuania 4.25% - 8.75%  2009.02 - 2015.02  3.93% - 4.85%  2008.01 - 2013.01 
 
Securities issued by the foreign entities were reclassified from financial assets available for sale to held-to-maturity 
investments in 2008. These securities are disclosed in Note 9. 
 
 
Note 9. Held-to-maturity investments 
 
Due to changed market conditions part of the available for sale financial assets comprising debt securities issued by 
foreign entities were reclassified to held-to-maturity investments as of 1 July 2008. As of 31 December 2008 the carrying 
value of these reclassified securities was LTL 97,852 thousand (as of 31 December 2008 the fair value amounted to 
LTL 90,789 thousand). The effective interest rate of these securities is 4.19 %. If the mentioned securities would not have 
been reclassified from available for sale financial assets to held-to-maturity investments, the Bank would incurred 
revaluation deficit by LTL 6,840 thousand. 
 

 2008 
 
Value of reclassified financial assets as of 1 July 2008 117,071 
Disposed on maturity (11,549) 
Accrued interest 2,282 
Exchange rate difference (10,640) 
Accumulated amortisation 688 
  
Held-to-maturity investments, net 97,852 
 
 2008  2007 
 Yield  Maturity  Yield  Maturity 
        

Held-to-maturity investments 2.33%-5.97%  2009.03-2016.04  -  - 
 
As of 31 December 2008 held-to-maturity investments were pledged to AS Parex Banka for repurchase agreements which 
amortise cost at the year end amounted to LTL 83,526 thousand. As of 31 December 2007 there were no pledged 
securities. 
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Note 10. Finance lease receivables 
 
     Group 
       2008  2007 

Types of assets:          
Vehicles       134,287  135,561 
Real estate       5,892  2,469 
Equipment       18,563  10,910 
Other assets       706  1,533 
Total       159,448  150,473 
       
Less: individual impairment       (11,785) (1,783) 
Less: collective impairment       (1,070) (292) 
Finance lease, net       146,593  148,398 

 
 Gross investment in the 

lease  
Present value of minimum 

lease payments 
 2008  2007  2008  2007 

     
Finance lease payments receivable:     
Up to one year 49,961  27,423  39,254  26,657 
One to five years 114,766  103,755  103,228  88,427 
Over five years 6,134  43,308  4,111  33,314 
Total 170,861  174,486  146,593  148,398 
        
Less: unearned income (24,268) (26,088)  -  - 
Present value of minimum lease payments 146,593  148,398  146,593  148,398 

 
 
Note 11. Loans and receivables 
 

 The Bank  The Group 
 31 December 

2008 
 31 December 

2007 
 31 December 

2008 
 31 December 

2007 
        
Loans to customers 1,398,835  1,257,637  1,392,590  1,246,237 
Reverse repurchase agreements 3,104  9,449  3,104  9,449 
Factoring 9,853  6,696  9,853  6,696 
Total 1,411,792  1,273,782  1,405,547  1,262,382 
        
Less: individual impairment (17,859)  (2,066)  (17,859)  (2,066) 
Less: collective impairment (7,525)  (5,543)  (7,525)  (5,543) 
Loans and receivables 1,386,408  1,266,173  1,380,163  1,254,773 
 
Loans have been granted to following types of customers: 
�

 The Bank  The Group 
 2008  2007  2008  2007 

Corporate clients  624,060  604,438 624,053 604,438 
Private individuals 747,738  641,077 747,738 641,077 
Government departments and municipalities  3,772  5,573 3,772  5,573 
State companies 3,791  2,965 3,791  2,965 
Other 7,047  12,120 809 720 
Loans to customers, net 1,386,408  1,266,173 1,380,163 1,254,773 

 
As of 31 December 2008 the Bank and the Group has entered into reverse repurchase agreements amounting to 
LTL 3,104 thousand (LTL 9,449 thousand as of 31 December 2007). The Bank and the Group has the possibility to 
trade underlying securities in absence of clients� default with the obligation to sell such securities back at the 
maturity date. In case of clients� default underlying securities remains with the Bank and the Group. Fair value of 
the securities pledged was LTL 1,077 thousand as of 31 December 2008 (LTL 13,778 thousand as of 31 December 
2007).  
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Note 12. Property and equipment 
 
Changes in property and equipment during the year 2008 are presented in the tables below: 
 

The Bank  
Land and 
buildings   Vehicles  

Office 
equipment 
and other  Total 

         
Acquisition cost or revalued amounts         
As of 31 December 2007  17,294  1,936  12,940  32,170 

Additions  -  133  998  1,131 
Reclassifications*  -  -  1,181  1,181 
Transfer to assets held for sale  (4,242)  -  -  (4,242) 
Revaluation  1,804  -  -  1,804 
Disposals and write-offs  -  (132)  (582)  (714) 

As of 31 December 2008  14,856  1,937  14,537  31,330 

          
Accumulated depreciation and impairment          
As of 31 December 2007  1,147  949  8,316  10,412 

Charges for the year  229  274  1,804  2,307 
Transferred assets to held for sale  (148)  -  -  (148) 
Revaluation  (1,228)  -  -  (1,228) 
Disposals and write-offs  -  (132)  (565)  (697) 

As of 31 December 2008  -  1,091  9,555  10,646 

         
Net book value         
As of 31 December 2007  16,147  987  4,624  21,758 
As of 31 December 2008  14,856  846  4,982  20,684 
 
* Reclassification of assets was performed due to rented premises repair expenses transfer from deferred expenses 
caption to property, plant and equipment caption. 
 
As of 31 December 2008 Bank�s buildings and land were accounted for at the revalued amounts. The valuation was 
performed on the basis of income method in year 2008 by independent valuators. 
 
If the valuation would not be performed the value of the Bank�s and the Group�s land and buildings would amount to 
LTL 12,514 thousand as of 31 December 2008 (LTL 16,147 thousand as of 31 December 2007). 
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Note 12. Property and equipment (cont�d) 
 

The Group 

Land, buildings 
and other real 

estate  Vehicles  

Office 
equipment 
and other  Total 

        
Acquisition cost or revalued amounts        
As of 31 December 2007 17,294  2,441  13,051  32,786 

Additions  -  732  1,030  1,762 
Reclassifications -  -  1,181  1,181 
Transfer to assets available for sale (4,242)  -  -  (4,242) 
Revaluation 1,804  -  -  1,804 
Disposals and write-offs -  (692)  (582)  (1,274) 

As of 31 December 2008 14,856  2,481  14,680  32,017 

        
Accumulated depreciation and impairment        
As of 31 December 2007 1,147  1,000  8,323  10,470 

Charges for the year 229  470  1,843  2,542 
Transferred assets to held for sale  (148)  -  -  (148) 
Revaluation (1,228)  -  -  (1,228) 
Disposals and write-offs -  (260)  (565)  (825) 

As of 31 December 2008 -  1,210  9,601  10,811 

        
Net book value         
Net book value as of 31 December 2007 16,147  1,441  4,728  22,316 
Net book value as of 31 December 2008 14,856  1,271  5,079  21,206 
 
Property, plant and equipment of the Bank and the Group with a net book value of LTL 3,850 thousand, respectively, as of 
31 December 2008 (as of 31 December 2007 there were no pledged assets) was pledged as a collateral for the loans. 
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Note 12. Property and equipment (cont�d) 
 
Changes in property and equipment during the year 2007 are presented in the tables below: 
 

The Bank  
Land and 
buildings   Vehicles  

Office 
equipment 
and other  Total 

         
Acquisition cost or revalued amounts         
As of 31 December 2006  17,294  1,374  11,956  30,624 

Additions  -  562  1,849  2,411 
Disposals and write-offs  -  -  (865)  (865) 

As of 31 December 2007  17,294  1,936  12,940  32,170 

          
Accumulated depreciation and impairment          
As of 31 December 2006  926  715  7,490  9,131 

Charges for the year  221  234  1,685  2,140 
Disposals and write-offs  -  -  (859)  (859) 

As of 31 December 2007  1,147  949  8,316  10,412 

          
Net book value          
As of 31 December 2006  16,368  659  4,466  21,493 
As of 31 December 2007  16,147  987  4,624  21,758 
 

The Group 

Land, buildings 
and other real 

estate  Vehicles  

Office 
equipment 
and other  Total 

        
Acquisition cost or revalued amounts        
As of 31 December 2006 17,294  1,374  11,956  30,624 

Additions arising with acquisition of the subsidiary  -  505  53  558 
Additions -  562  1,910  2,472 
Disposals and write-offs -  -  (868)  (868) 

As of 31 December 2007 17,294  2,441  13,051  32,786 

        
Accumulated depreciation and impairment        
As of 31 December 2006 926  715  7,490  9,131 

Charges for the year 221  285  1,695  2,201 
Disposals and write-offs -  -  (862)  (862) 

As of 31 December 2007 1,147  1,000  8,323  10,470 

        
Net book value         
Net book value as of 31 December 2006 16,368  659  4,466  21,493 

Net book value as of 31 December 2007 16,147  1,441  4,728  22,316 
 
Depreciation was accounted for under operating expenses. 
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Note 13. Intangible assets 
 
Changes in intangible assets during the year 2008 are presented in the tables below: 
 

The Bank Software  Licences  Total 
      
Acquisition cost      
As of 31 December 2007 2,014  11,607  13,621 

Additions 164  225  389 
Disposals and write-offs (42)  -  (42) 

As of 31 December 2008 2,136  11,832  13,968 
      
Accumulated amortisation      
As of 31 December 2007 1,142  3,316  4,458 

Charge for the year 341  2,064  2,405 
Disposals and write-offs (42)  -  (42) 

As of 31 December 2008 1,441  5,380  6,821 
      
Net book value      
As of 31 December 2007 872  8,291  9,163 
As of 31 December 2008 695  6,452  7,147 
 
The Group Software  Licences  Total 
      
Acquisition cost      
As of 31 December 2007 2,074  11,607  13,681 

Additions 527  225  752 
Disposals and write-offs (42)  -  (42) 

As of 31 December 2008 2,559  11,832  14,391 
      
Accumulated amortisation      
As of 31 December 2007 1,156  3,316  4,472 

Charge for the year 383  2,064  2,447 
Disposals and write-offs (42)  -  (42) 

As of 31 December 2008 1,497  5,380  6,877 
      
Net book value      
As of 31 December 2007 918  8,291  9,209 
As of 31 December 2008 1,062  6,452  7,514 
 
Changes in intangible assets during the year 2007 are presented in the tables below: 
 
The Bank Software  Licences  Total 
      
Acquisition cost      
As of 31 December 2006 1,187  10,918  12,105 

Additions 827  689  1,516 

As of 31 December 2007 2,014  11,607  13,621 
      
Accumulated amortisation      
As of 31 December 2006 1,004  1,629  2,633 

Charge for the year 138  1,687  1,825 

As of 31 December 2007 1,142  3,316  4,458 
      
Net book value      
As of 31 December 2006 183  9,289  9,472 
As of 31 December 2007 872  8,291  9,163 
 
 
 




