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           ARNI Audit Company

                   ARNI Consulting Group 


Auditor’s Report

	To shareholders of CJSC Denizbank (Moscow)

	


We have audited the financial statements of CJSC Denizbank (Moscow) (“the Bank”) on pages 4 to 20. The financial statements provide information about the financial position of the Bank as of March 31, 2004 and its financial performance for the quarter then ended. 

The Board of Management of the Bank is responsible for preparing financial statements that comply with International Accounting Standards as issued by the International Accounting Standards Committee. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing as issued by the International Federation of Accountants. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.  

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Bank as of March 31, 2004, and the results of its operations for the quarter then ended in accordance with International Accounting Standards.

Anastasia Muravieva


General Director, Member of ACCA

JSC “ARNI”

Moscow, Russian Federation

April 15, 2004

	
	
	31.03.04
	
	Unaudited31.03.03

	
	Notes
	‘000 USD 
	
	‘000 USD

	
	
	
	
	

	Interest income
	4
	311.84
	
	1.34

	Interest expense
	4
	(118.15)
	
	(7.59)

	
	
	
	
	

	Net interest income
	193.69
	
	(6.25)
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Fee and commission income
	
	65.93
	
	16.48

	Fee and commission expense
	
	(16.71)
	
	(10.58)

	Net income from securities
	
	914.49
	
	0

	Net income from foreign exchange 
	
	370.50
	
	41.52

	Other income
	
	0.14
	
	0

	
	
	
	
	

	Non-interest income
	
	1,334.35 
	
	47.42

	
	
	
	
	

	General administrative expenses
	                       5
	(501.62)
	
	(157.38)

	
	
	
	
	

	Profit before provisions and taxes
	
	1,026.42
	
	(116.21)

	
	
	
	
	

	Provision for impairment 
	
	(357.28)
	
	5.29

	
	
	
	
	

	Profit before taxes
	
	669.14
	
	(110.92)

	
	
	
	
	

	Income tax expense
	                       6
	44.34
	
	(103.55)

	
	
	
	
	

	Net profit
	
	713.48
	
	(214.47)

	
	
	
	
	

	Accumulated loss as of March 31, 2003 

Accumulated loss as of March 31, 2004
	                       1a, 16   

                       1a, 16
	(6,561.88)
	
	(7,920.66)


	


	The financial statements as set out on pages 4 to 20 were approved by the Board of Management of the Bank on April 15, 2004.

Acting as President                                                                                 Chief Accountant

A.Kaya                                                                                                   O. Shestakova



The income statement is to be read in conjunction with the notes to, and forming part of, the financial statements.

	


	
	
	31.03.04
	
	Unaudited

31.03.03

	
	Notes
	‘000 USD 
	
	‘000 USD 

	ASSETS
	
	
	
	

	
	
	
	
	

	Banking assets
	
	
	
	

	Cash
	
	607.86
	
	240.82

	Due from the Central Bank of the Russian Federation
	7
	492.46
	
	32.38

	Placements with banks and other financial institutions
	8
	4,936.48
	
	2,196.81

	Loans to customers
	9
	3,832.79
	
	0

	Securities
	10
	21,227.63
	
	0

	
	
	
	
	

	Total Banking Assets
	
	31,097.22
	
	2,470.01

	
	
	
	
	

	Fixed assets
	12
	144.93
	
	26.60

	Other assets
	11
	1,064.10
	
	142.95

	
	
	
	
	

	Total Assets
	
	32,306.25
	
	2,639.56

	
	
	
	
	

	LIABILITIES AND SHAREHOLDERS’ FUNDS
	
	
	
	

	Banking Liabilities
	
	
	
	

	Deposits and balances from banks and other financial institutions
	13
	23,025.44
	
	1,400.01

	Current accounts and deposits from customers
	14
	586.51
	
	19.53

	
	
	
	
	

	Total Banking Liabilities
	
	23,611.95
	
	1,419.54

	
	
	
	
	

	Other liabilities
	25
	311.04
	
	721.13

	
	
	
	
	

	Total Liabilities
	
	23,922.99
	
	2,140.67

	
	
	
	
	

	Shareholders’ Funds
	
	
	
	

	Share capital
	16
	14,914.57
	
	8,397.33

	Reserve fund
	
	22.22
	
	22.22

	Share premium 
	
	8.35
	
	0

	Accumulated losses
	1a, 16
	(6,561.88)
	
	(7,920.66)

	
	
	
	
	

	Total Shareholders’ Funds
	
	8,383.26
	
	498.89

	Commitments and contingent liabilities
	17, 19, 20
	8,250.00
	
	5,361.83



	Total Liabilities and Shareholders’ Funds
	
	32,306.25
	
	2,639.56

	
	
	
	

	The balance sheet is to be read in conjunction with the notes to, and forming part of, the financial statements.


	1.
	Organisation and operations 



	
	

	(a)
	CJSC Denizbank (Moscow) (the “Bank”) belongs to Zorlu Group, one of the leading financial and industrial groups in Turkey specializing in such industries as textile, electronics, energy production and financial services. The Bank was re-established on May 19, 2003 through the acquirement of 100% of the shares of CJSC Iktisat Bank (Moscow) by the bank-member of Zorlu Group, Denizbank A.S. (Turkey).

On September 19, 2003 the state registration of the new name of the Bank – CJSC Denizbank (Moscow) was effected.

On December 11, 2003 (the date of registration of the Bank’s Report on the Results of the Additional Shares Issue with the CBR) the authorized capital of the Bank was increased up to 246,498,000 RUR.

As a result of the capital increase, 49% of the authorized capital belongs to Denizbank A.S. (Turkey) and 51% - to the new shareholder – Denizbank AG (Austria). Both shareholders of the bank – Denizbank A.S. (Turkey) and Denizbank AG (Austria) – are the members of Zorlu Group.

The Bank’s predecessor, CJSC Iktisat Bank (Moscow) was initially established by Iktisat Bankasi T.A.Sh. as a joint stock company under the legislation of the Russian Federation and was granted its general banking license in 1998, at the time of the economic crisis in the Russian market. CJSC Iktisat Bank (Moscow) suffered significant devaluation of its share capital contributed in the Russian rubles on August 18, 1998 (see also note 16) and performed minimal scope of banking operations until its takeover in 2003.

As of today, the principal activities of the Bank are deposit taking, lending and operations with securities and foreign exchange. The activities of the Bank are regulated by the Central Bank of the Russian Federation (“the CBR”). The number of persons employed by the Bank as at March 31, 2004 was 31.



	2.
	Basis of preparation


	(a)
	Statement of compliance



	
	The Bank maintains its accounting records in accordance with the legislative requirements of the Russian Federation.  The accompanying financial statements have been prepared from those accounting records and adjusted as necessary to comply with the requirements of International Accounting Standards (“IAS”), as issued by the International Accounting Standards Committee (“IASC”).

As these financial statements are prepared at an interim date it was impractical for the Bank to include full set of forms and disclosures herein. Therefore, statement of cash flows and statement of movements in equity were not prepared as at March 31, 2004 and March 31, 2003 respectively.

	
	

	(b)
	Reporting currency



	
	The national currency of the Russian Federation is the Russian roubles. The US dollar is the reporting currency used in the preparation of these financial statements as most of the Bank’s operations are conducted in the US dollar (“USD”). 


	(c)
	Going concern



	
	The accompanying financial statements have been prepared on a going concern basis, which contemplates the realisation of assets and the satisfaction of liabilities in the normal course of business. The accompanying financial statements do not include any adjustments should the Bank be unable to continue as a going concern.




	3.
	Significant accounting policies


	
	The following significant accounting policies have been applied in the preparation of the financial statements.



	(a)
	Foreign currency transactions



	
	Monetary assets and liabilities denominated in currencies other than USD at the balance sheet date are translated to USD at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities denominated in currencies other than USD, which are stated at historical cost, are translated at the foreign exchange rate ruling at the date of the transaction. Foreign exchange differences arising on translation are recognized in the income statement.




	 (b)
	Interest income and interest expense



	
	Interest income and expense are recognized when earned or incurred, on an accruals basis, except in the case of non-performing loans. Non-performing loans are those loans for which management believes that the contractual interest or principal due will not be collected. Interest due on loans of this nature is recognized only when received.



	(c)
	Provisions for loan impairment



	
	A specific credit risk provision for loan impairment is established to provide for management’s estimate of credit losses as soon as recovery of an exposure is identified as doubtful.

A general provision for loan impairment is established to cover losses that are judged to be present in the lending portfolio as of the balance sheet date, but which have not been specifically identified. 
When a loan is deemed uncollectable, it is written off against the related provision for impairment. Subsequent recoveries are credited to the income statement if previously written off.



	(d)
	Cash and cash equivalents



	
	The Bank considers cash and nostro accounts with the CBR to be cash and cash equivalents. The minimum reserve deposit with the CBR is not considered to be a cash equivalent due to restrictions on its use.



	
	

	(e)
	Securities



	
	Trading securities. Trading portfolio comprises all fixed and variable income securities which have been acquired for or with intend to sell them in the near term. They are stated at fair value at the balance sheet date. Changes in market value are included in net profit or loss for the period in which they arise.

Securities held to maturity. Securities held to maturity comprise debt securities acquired with the intent that they will be kept to maturity subject to ability of the Bank to hold them until maturity. Securities held to maturity are recorded at amortized cost.

Securities available for sale. Securities available for sale are valued at their fair value at the balance sheet date. Positive and negative differences between market value and cost is included in net profit or loss for the period in which it arises.

Securities are included in the portfolio on settlement date.

	
	

	(f)
	Derivative financial instruments
Derivatives include forwards, options, futures, and other contingent or exchange traded instruments. Derivatives are valued at fair value and the resultant gains and losses are recognised immediately in the income statement. Unrealised gains and losses have been reported on a gross basis as other assets or other liabilities as appropriate. Provisions for credit losses related to derivative financial instruments are recorded in the income statement, where appropriate.



	(g)
	Offsetting



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



	(h)
	Fixed assets



	(1)
	Owned assets

	
	Items of fixed assets are stated at cost less accumulated depreciation (refer below) and impairment losses, (see (i) below). Where an item of fixed assets comprises major components having different useful lives, they are accounted for as separate items.



	
	

	(2)
	Leased assets

	
	The Bank leases its office premises under operational leasing agreements. Operating leases, under the terms of which the Bank does not assume substantially all the risks and rewards of ownership, are expensed.



	(3)
	Depreciation

	
	Depreciation is charged to the income statement on a straight line basis over the estimated useful lives of the individual assets. Depreciation commences in the month following the date of acquisition. The depreciation rates are as follows:

	
	


	           Office equipment
	14.3-20%

	           Vehicles
	20-33%

	           Fixtures and fittings
	14.3-33%

	
	

	(i)      Impairment

	

	
	The carrying amounts of the Bank’s assets, other than deferred tax assets, are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the assets’ recoverable amounts are estimated. 

The Bank’s accounting policy for provisions for loan impairment is presented in note (c) above.



	(j)
	Dividends



	
	The ability of the Bank to declare and pay dividends is subject to the rules and regulations of the CBR and other Russian legislation.

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings as and when declared.



	(k)
	Employee benefits

	
	Salaries and bonuses are recorded on an accrual basis. Other employee benefits, such as compensations for business trips and vacations, are expensed when they are paid. 



	(l)
	Provisions


	
	A provision is recognised in the balance sheet when the Bank has a legal or constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

	
	

	 (m)
	Taxation


	
	Income tax on the profit or loss for the year comprises current and deferred tax. 



	
	Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

	
	

	
	Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is 

based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet date.

	
	

	
	A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the unused tax losses and credits can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.




	4.
	Interest income and interest expense


	Interest income comprises:
	
	
	


	
	31.03.04
	
	31.03.03

	
	‘000 USD 
	
	‘000 USD

	
	
	
	

	Placements with banks and other financial institutions
	96.9
	
	1.34

	Loans to customers
	59.55
	
	0

	Interest received from marketable securities portfolio
	155.38
	
	0

	
	311.84
	
	1.34

	
	
	
	


	
	Interest expense comprises:


	Deposits and balances from banks and other financial institutions
	102.63
	
	7.59
	

	Current accounts and deposits from customers
	15.52
	
	0
	

	
	118.15
	
	7.59

	
	
	
	

	
	
	
	


	5.
	General administrative expenses


	General administrative expenses comprise:


	
	31.03.04
	
	31.03.03

	
	‘000 USD 
	
	‘000 USD

	Employee compensation
	240.05
	
	68.32

	Taxes different from the income tax*
	33.03
	
	13.03

	Depreciation and amortization
	26.00
	
	10.36

	Rental expenses
	85.02
	
	38.05

	Communications and information services
	60.38
	
	16.03

	Repairs and maintenance
	2.11
	
	0

	Security
	11.66
	
	10.93

	Other
	43.37
	
	0.66

	
	501.62
	
	157.38

	
	
	
	

	*  including Value added tax (VAT), property tax.
	
	
	

	
	
	
	


	6.
	Income tax expense




	
	
	
	31.03.04
	
	31.03.03

	
	
	
	‘000 USD
	
	  ‘000 USD

	
	Current tax expense
	
	(89.30)
	
	0

	
	Movement in deferred tax
	
	133.64
	
	103.55

	
	Total income tax
	
	44.34
	
	103.55


	7.
	Due from the Central Bank of the Russian Federation




	
	31.03.04
	
	31.03.03

	
	‘000 USD 
	
	‘000 USD

	
	
	
	

	Minimum reserve deposit
	262.43
	
	1.51

	Nostro accounts
	230.03
	
	30.87

	
	492.46
	
	32.38


	The minimum reserve deposit is a mandatory non-interest bearing deposit calculated in accordance with regulations issued by the CBR and whose withdrawability is restricted. The nostro balances represent balances with the CBR related to settlement activity and were available for withdrawal at quarter end.


	8.
	Placements with banks and other financial institutions




	
	
	31.03.04
	
	31.03.03

	
	
	‘000 USD 
	
	‘000 USD 

	
	
	
	
	

	Nostro accounts
	
	4,936.48
	
	2,219.63

	Loans
	
	0
	
	0

	Provision for impairment
	
	0
	
	(22.82)

	
	
	4,936.48
	
	2,196.81

	
	
	
	
	

	
	
	
	
	


	Analysis of movements in the provision for impairment


	
	

	
	‘000 USD

	Balance as at 31.03.04
	0

	Balance as at 31.12.03
	10.52

	Net movement in provision during the quarter
	(10.52)

	
	


	9.
	Loans to customers



	
	31.03.04
	
	31.03.03

	
	‘000 USD
	
	‘000 USD

	Gross loans to customers

Less: provision for impairment
	4,222.86

(390.07)
	
	0

0

	
	3,832.79
	
	0


          Analysis of movements in the provision for impairment

	
	31.03.04

	
	‘000 USD 

	Balance as at December 31, 2003
	38.00

	Balance as at March 31, 2004
	390.07

	Net movement in provision
	352.07

	
	

	
	

	
	


	Industry and geographical analysis of the loan portfolio

Loans and advances to customers are issued to customers located within the Russian Federation and who operate in the following economic sectors (gross of provision for impairment):


	
	31.03.04

‘000 USD 
	
	31.03.03
‘000 USD

	
	
	
	

	
	
	
	

	Trade
	3,715.04
	
	0

	Construction

Consumer credit

Total:

Less: provision for impairment
	500.00

7.82

4,222.86

(390.07)
	
	0

0

0

	
	3,832.79
	
	0

	Significant Credit Exposures

As of March 31, 2004 the Bank had exposures to 2 enterprises which individually comprised more than 1.5% of the banking assets. The gross value of those exposures as of March 31, 2004 was USD 2,957.41 thousand.


	Loan Maturities

The maturity of the Bank’s loan portfolio is presented in note 25 which shows the remaining period from the reporting date to the contractual maturity of the loans comprising the loan portfolio. 


	10.
	Securities


	
	31.03.04
	
	31.03.03

	
	‘000 USD 
	
	‘000 USD 

	Russian Government bonds

Moscow Government bonds

Corporate bonds
	10,421.18

4,952.77

5,853.68
	
	0

0

0

	
	21,227.63
	0
	0

	
	
	
	

	
	
	
	


All securities of the Bank are held for trading purposes. Securities portfolio includes marketable bonds issued by Russian government, Moscow government and residents of the Russian Federation. 

	11.
	Other assets


	
	31.03.04

‘000 USD 
	
	31.03.03

‘000 USD

	
	
	
	

	Debtors
	484.25
	
	68.51

	Deferred expense
	216.36
	
	39.83

	Receivables under financial instruments
	309.32
	
	0

	Deferred tax asset
	36.44
	
	34.58

	Interest accruals
	16.08
	
	0

	Other assets
	1.65
	
	0.03

	
	1,064.10
	
	142.95


12.    Fixed assets 

	
	

	
	‘000 USD

	Net book value as at March 31, 2003
	126.84

	Depreciation for the quarter ended March 31, 2003
	(26.00)

	Additions
	51.45

	Disposals net of depreciation
	(7.36)

	Net book value as at March 31, 2004
	144.93

	
	


Fixed assets mainly include office equipment, furniture and vehicles.

13.   Deposits and balances from banks and other financial institution.
	
	31.03.04

‘000 USD
	
	31.03.03

‘000 USD

	
	
	
	

	Vostro accounts 
	252.58
	
	0.01

	Term deposits
	17,110.64
	
	700.00

	Due to banks under repurchase agreements
	1,962.22
	
	0

	Subordinated loans
	3,700.00
	
	700.00

	
	23,025.44
	
	1,400.01

	
	
	
	

	
	
	
	


As of March 31, 2004 the Bank had 8 exposures which individually comprised more than 1.5% of banking liabilities. Their aggregate value was 20,803.59 thousand USD.
Subordinated loans were taken on the following terms:

As at March 31, 2004: 

1. 700 thousand USD for 10 years (at 4%);

2. 1,000 thousand USD for 10 years (at LIBOR + 2%);

3. 2,000 thousand USD for 10 years (at LIBOR +2%).

As at March 31, 2003:

1. 700 thousand USD for 6 years (at 4%).

14. Current accounts and deposits from customers

	
	31.03.04
	
	31.03.03

	
	‘000 USD
	
	‘000 USD

	Demand deposits
	412.51
	
	19.53

	Term deposits
	174.00
	
	0

	
	586.51
	
	19.53


As of March 31, 2004 the Bank had no exposures which individually comprised more than 1.5% of banking liabilities.

15.    Other liabilities 

	
	31.03.04
	
	31.03.03

	
	‘000 USD
	
	‘000 USD

	Interest accruals
	33.10
	
	3.28

	Mark-to-market loss on derivative financial instruments
	5.00
	
	701.27

	Other liabilities
	272.94
	
	16.58

	
	311.04
	
	721.13


	16.


	Equity

	
	Issued capital 



	
	 As at March 31, 2004 the authorized share capital comprised 42 000 ordinary shares. As at March 31, 2003 the authorized share capital comprised 9 200 ordinary shares. All shares have a par value of RUR 5,869.00 (USD 198.95).

First issue of the Bank’s capital was paid in RUR on August 18, 1998 when a default of Russian Government on its debt occurred, with subsequent economic crisis and vast devaluation of the Russian Ruble. As a result, the share issue in the amount of RUR 53994 thousand (or USD 8,397 thousand at historic rate) was significantly devalued straight after its payment. 

Accordingly, cumulative foreign exchange differences of USD 6,697 thousand reduce the retained earnings of the Bank as at March 31, 2003. Therefore, most of accumulated loss relates to the above mentioned translation difference.



	
	Dividends



	
	As at March 31, 2004 the Bank neither declared nor paid dividends for any period since its establishment.

	
	

	
	

	17.
	Unmatured foreign exchange derivative financial instruments 

As at March 31, 2004 the nominal value of unmatured derivative financial instruments (currency forwards) was 4,700 thousand USD (March 31, 2003: 5,361.83 thousand USD).


	
	In accordance with the Bank’s policy the above instruments have been marked to market as at the reporting date. The resultant gains have been recognized in the profit and loss statement.


	18.
	Risk management


	
	
	
	
	
	
	
	
	


	
	Management of risk is fundamental to the business of banking and is an essential element of the Bank’s operations. The major risks faced by the Bank are those related to credit exposures, liquidity and movements in interest rates and foreign exchange rates. These risks are managed in the following manner:



	(i)
	Credit risk


	
	Credit risk is the risk of financial loss occurring as a result of default by a borrower or counterparty on their obligation to the Bank.

The Bank has developed policies and procedures for the management of credit exposures, including guidelines to limit portfolio concentration and the establishment of a Credit Committee which actively monitors the Bank’s credit risk. 

The Bank’s credit policy is reviewed and approved by the Board of Directors.


	(ii)
	Interest rate risk



	
	Interest rate risk is measured by the extent to which changes in market interest rates impact on margins and net interest income. To the extent the term structure of interest bearing assets differs from that of liabilities, net interest income will increase or decrease as a result of movements in interest rates. 

Interest rate risk is managed by increasing or decreasing positions within limits specified by the Bank’s management. These limits restrict the potential effect of movements in interest rates on current earnings and on the value of interest sensitive assets and liabilities. The Bank has access to the markets which allow it to reposition itself quickly as market conditions dictate.

The Bank’s interest rate policy is reviewed and approved by the Board of Directors.

See note 24 “Average effective interest rates”.

	
	

	(iii)
	Liquidity risk



	
	The Bank maintains liquidity management with the objective of ensuring that funds will be available at all times to honour all cash flow obligations as they become due. Further, the Bank has contingency plans to ensure that, in the event of a liquidity crisis, the Bank continues to honour all of its cash outflow obligations.

The Bank’s liquidity policy is reviewed and approved by the Board of Directors.

See note 25 “Maturity analysis”. 

	
	

	(iv)
	Foreign exchange rate risk



	
	The Bank has assets and liabilities denominated in several foreign currencies. Foreign currencies risk arises when the actual or forecasted assets in a foreign currency are either greater or less than the liabilities in that currency. 

The Bank’s foreign currency policy is reviewed and approved by the Board of Directors.

See note 26 “Currency analysis”.


	19. 19.      Guarantees and letters of credit



	The Bank issues guarantees and letters of credit on behalf of its customers. These instruments bear a credit risk similar to that of loans granted. 


	
	31.03.04
	
	31.03.03

	
	‘000 USD
	
	‘000 USD

	Guarantees
	1,790.00
	
	0

	Confirmed export letters of credit
	1,740.00
	
	0

	
	3,530.00
	
	0

	
	
	
	


	The total outstanding contractual amount of commitments to extend credit do not necessarily represent future cash requirements, as some of these commitments may expire or terminate without being funded.

The contractual maturity of the above instruments is the latest date that the Bank may be called to honor its obligation under the instrument. All of the above instruments have maturity within 2 years.

Based on management’s estimate, provisions totaling USD 17.17 thousand have been made against guarantees and letters of credit issued by the Bank.


	20.
	   Undrawn Loan Commitments



	The Bank has the following undrawn loan commitments:


	
	31.03.04
	
	31.03.03

	
	‘000 USD
	
	‘000 USD

	Undrawn loan commitments
	20.00
	
	0

	
	
	
	


	The above undrawn loan commitments include loan commitments that are not fully cancellable at the Bank’s discretion. The total outstanding contractual amount of commitments to extend credit do not necessarily represent future cash requirements, as some of these commitments may expire or terminate without being funded.


	21.
	Operating leases


	
	

	
	The Bank leases its premises under an operating lease that is expected to be extended on May 1, 2004 for further 3 years. Further probable commitments under that agreement equal USD 1,206 thousand.

	
	

	
	

	22.
	Related party transactions




As of March 31, 2004 there were following outstanding balances due to/ from the shareholders of the Bank and members of Zorlu Group: 

	
	31.03.04
	
	31.03.03

	
	000’ USD
	
	000’ USD

	Nostro accounts
	0.74
	
	0

	Vostro accounts and term deposits
	8,852.56
	
	0

	Subordinated loans 
	3,700.00
	
	0

	Liabilities on unmatured forward contracts
	4,700.00
	
	5,361.83


These transactions were performed on normal market terms.

	


	23.
	Reconciliation of the international accounting standards financial statements to those prepared according to the legislation of the Russian Federation


	
	The following is a reconciliation of profit after taxation of the Bank under Russian accounting legislation and profit after taxation under IAS.




‘000 USD
	
	Profit after taxation for the quarter ended March 31, 2004
	
	Profit after taxation for the quarter ended March 31, 2003

	Per Russian accounting legislation and regulations
	558.39
	
	(21.45)

	Net interest accrual
	(17.23)
	
	21.44

	Additional provision for impairment  
	(334.08)
	
	0

	Mark-to-market revaluation of securities
	290.63
	
	0

	Mark-to-market revaluation of foreign exchange deals
	(5.00)
	
	(164.03)

	Deferred tax and current tax accruals
	44.34
	
	(103.55)

	Historical cost revaluation
	272.40
	
	55.02

	Other
	(95.97)
	
	(1.9)

	Per IAS
	713.48
	
	(214.47)

	
	
	
	


	24.
	Average effective interest rates



	
	The table below displays the Bank’s interest bearing assets and liabilities as at March 31, 2003 and as at March 31, 2004 and their corresponding average effective interest rates as at these dates. These interest rates are an approximation of the yields to maturity of these assets and liabilities.


	
	
	As at
	
	Average
	
	As at
	
	Average

	
	
	31.03.04

‘000 USD
	
	Interest

Rate,

%
	
	31.03.03

‘000 USD
	
	Interest Rate,

%

	
	Interest Bearing Assets


	
	
	
	
	
	
	

	
	Placements with banks and other financial institutions
-rubles
	3,861.79
	
	5.61
	
	0.12
	
	0-1

	
	-USD and other currencies
	1,074.69
	
	5.50
	
	2,196.69
	
	0-1.5

	
	
	
	
	
	
	
	
	

	
	Debt securities
	
	
	
	
	
	
	

	
	- rubles
	8,259.22
	
	6.69
	
	0
	
	0

	
	- USD and other currencies
	12,968.41
	
	6.88
	
	0
	
	0

	
	
	
	
	
	
	
	
	

	
	Loans to customers
	
	
	
	
	
	
	

	
	- rubles
	2,219.49
	
	9.05
	
	0
	
	0

	
	- USD and other currencies
	1,613.30
	
	10.03
	
	0
	
	0

	
	
	
	
	
	
	
	
	

	
	Interest Bearing Liabilities
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Deposits and balances from banks and other financial institutions 
	
	
	
	
	
	
	

	
	- rubles
	19,072.86
	
	8.50
	
	0
	
	0

	
	- USD and other currencies
	3,952.58
	
	2.30
	
	1,400.01
	
	3.56

	
	
	
	
	
	
	
	
	

	
	Current accounts and deposits from customers
	
	
	
	
	
	
	

	
	- rubles
	408.44
	
	0
	
	15.87
	
	0

	
	- USD and other currencies
	178.07
	
	6.30
	
	3.67
	
	0


25.     Maturity analysis
The following table shows banking assets and liabilities by remaining contractual maturity dates as at March 31, 2004. Due to the fact that substantially all the financial instruments of by the Bank are fixed or floating rated contracts, these remaining contractual maturity dates generally represent the contractual interest rate repricing dates.

	
	Less than
	
	1 to 3
	
	3 to 6
	
	6 months 
	
	More than
	
	On demand
	
	No
	
	

	‘000 USD
	1 month
	
	months
	
	months
	
	to 1 year
	
	1 year
	
	
	
	maturity
	
	Total

	Banking Assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	607.86
	
	0
	
	0
	
	0
	
	0
	
	0
	
	0
	
	607.86

	Due from the Central Bank of the Russian Federation
	0
	
	0
	
	0
	
	0
	
	0
	
	230.03
	
	262.43
	
	492.46

	Placements with banks and other financial institutions
	0
	
	0
	
	0
	
	0
	
	0
	
	4,936.48
	
	0
	
	4,936.48

	Loans to customers
	225.00
	
	237.50
	
	503.62
	
	2,686.67
	
	180.00
	
	0
	
	0
	
	3,832.79

	Securities
	1,962.22
	
	0
	
	257.13
	
	3,285.80
	
	15,722.48
	
	0
	
	0
	
	21,227.63

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total banking assets
	2,795.08
	
	237.50
	
	760.75
	
	5,972.47
	
	15,902.48
	
	5,166.50
	
	262.43
	
	31,097.22

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Banking Liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Deposits and balances from banks and other financial institutions
	9,110.64

	
	9,962.22

	
	0

	
	0

	
	3,700.00

	
	252.58

	
	0

	
	23,025.44


	Current accounts and deposits from customers
	0
	
	0
	
	0
	
	174.00
	
	0
	
	412.51
	
	0
	
	586.51

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total banking liabilities
	9,110.64
	
	9,962.22
	
	0
	
	174.00
	
	3,700.00
	
	665.09
	
	0
	
	23,611.95

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net position as at March 31, 2004
	(6,315.56)
	
	(9,724.72)
	
	760.75
	
	5,798.47
	
	12,202.48
	
	4,501.41
	
	262.43
	
	7,485.26

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net position as at March 31, 2003
	(459.18)
	
	0
	
	0
	
	0
	
	(700.00)
	
	2,209.50
	
	0.15
	
	1,050.47


	26.
	Currency analysis




	
	The following table shows the currency structure of banking assets and liabilities at March 31, 2004 with the comparative data on the net position as at March 31, 2003:


	‘000 USD
	RUR
	
	Foreign currencies 
	
	Total

	Banking Assets
	
	
	
	
	

	Cash
	139.98
	
	467.88
	
	607.86

	Due from the Central Bank of the Russian Federation
	492.46
	
	0
	
	492.46

	Placements with banks and other financial institutions
	3,861.79
	
	1,074.69
	
	4,936.48

	Loans to customers
	2,219.49
	
	1,613.30
	
	3,832.79

	Securities
	8,259.22
	
	12,968.41
	
	21,227.63

	
	
	
	
	
	

	Total Banking Assets
	14,972.94
	
	16,124.28
	
	31,097.22

	
	
	
	
	
	

	
	
	
	
	
	

	Banking Liabilities
	
	
	
	
	

	Deposits and balances from banks and other financial institutions
	1,860.60
	
	21,164.84
	
	23,025.44

	Current accounts and deposits from customers
	408.44
	
	178.07
	
	586.51

	
	
	
	
	
	

	Total Banking Liabilities
	2,269.04
	
	21,342.91
	
	23,611.95

	
	
	
	
	
	

	Net Position as of March 31, 2004
	12,703.90
	
	(5,218.63)
	
	7,485.27

	
	
	
	
	
	

	Net Position as of March 31, 2003
	120.21
	
	930.24
	
	1,050.45


Foreign currencies are mostly represented by USD.

27.     Assets pledged as security

As at March 31, 2004 Russian government securities with the fair value of USD 1,962 thousand were subject to a repurchase agreement. A deposit of USD 309.33 thousand was placed as security with the counterparty.
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