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Investment Strategy 

The Fund eschews natural resources (due to their capital intensity) and Soviet infrastructure investments. The Fund seeks to finance high 
quality entrepreneur/managers who have original business ideas which offer high value propositions to their customers. We only back 
those companies whose managements embrace transparency and corporate governance. 

Our approach to portfolio management is extremely "hands on." At least two investment staffers work every deal. We have also begun a 
trend of requiring board chairmanships and control over cash disbursements whenever possible. 

Our sector strategy continues in three broad.areas: financici.l services, consumer products and TMT. Given the dearth of private equity 
capital in Russia and the legal complexities of deals, we are placing increasingly large sums into specific investments. Small deals, unless 
extremely compelling, take too much resources for the prospective upside. 
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Activities and Significant Developments 

Highlights 

Russia's economic performance last year, with GDP up over 4%, compared favorably with the slow growth in Europe and the U.S. 
However, Russia is experiencing a slowdown in growth compared with previous years, particularly when high oil prices are factored in. 
Russia desperately needs faster and more sustainable growth which requires-modernization of industry and development of services. These 
actions should, in turn, result in a more diversified export basket. In order to achieve this, more aggressive structural reforms are required. 

To some extent 2002 was a year of unfulfilled optimism in Russia This was particularly true in the area of investments. The business sector 
reacted with skepticism to government action and reforms. This skepticism was reflected in acceleration of capital outflow in 2H02, stock 
market stagnation and a drop in capital inflation growth rate. 

Annual inflation last year was 15.1 %, exceeding the official target of 14%. Although prices for food and non-food stuffs rose 11 %, the price 
).Ddex for services increased 3 .. 6.2%, contributing considerably to the total increase. As in 2001, growth in the cost of household services was 
the most aggressive at 48.8%, a tendency which will continue ifthe housing sector reform proceeds as planned. 

Spending cuts and receipts from the privatization of Slavneft and LUK.oil will provide the federal government with an extra $2.5 billion this 
year, a useful hedge against a drop in the oil price. 
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Portfolio 

Activities and Significant Developments 

Highlights 

DeltaBank is tapping into Russia's growing consumer market through the introduction of Russia's first western revolving credit card. 
Through its partnership with IKEA, DeltaBank launched VISA Instant, a new product which allows the bank to issue credit cards to 
IKEA customers on the spot. Initial results are promising and the bank plans to expand this new technology to other retailers. 
Delta.Bank has a unique first to the market advantage with its card offering and is capitalizing on this with other retailers, as evidenced 
by the recent sign up of Troika Dialog and Proctor & Gamble. DeltaBank has brought in a new management team with a solid track 
record in consumer finance in Russia. 

DeltaCredit Bank ("DeltaCredit") is Russia's leading mortgage bank with an 80% market share in Moscow and 55% nationwide~ 
DeltaCredit is currently ranked the 6th fastest growing bank in Russia based on assets. The bank provides residential mortgage loans 
in Moscow, Moscow Oblast, and St. Petersburg. The current outstanding portfolio is $58 million and the bank continues to maintain a 
99% repayment rate. By early 2003, DeltaCredit received term sheets totaling· $205 million for the second round of financing. This 
fmancing will allow DeltaCredit to continue to fmance its growth and be in a position to enter the mortgage securitization market in 
2004. The bank is approving an average of $3 million per week in mortgage applications to Russia's emerging middle class. 

,£. 1-1j.Sf ()_ I f'-/1 ~y-z,;;-1-cJ L"J rs f-rc~ S 6 Li-1-+J~r..lr 
RILS continues to exceetl projections, closing its first two months of operations (November-December 2002}at 11 % above plan on 
revenue and 9% above plan on EBITDA. RILS purchased the Kazan warehouse facility adding 4,800 sq. meters to its operating 
warehouse capacity which now totals 40,000 sq. meters. Management continues to attract both foreign and domestic customers 
seeking supply chain solutions in Russi~ most recently Novartis/Gerber. Recruiting and training are well under way with the addition 
of a new internal audit manager from PwC. Focus remains on solidifying the Company's base and implementing standardized policies 
and procedures throughout the organization. 

SP AR Middle Volga continues expansion and aims to be a leading retail chain in the Nizhny Novgorod region. Currently, the 
Company operates six stores with a total trading area of 4,000 sq. meters. All of the stores show outstanding performance with further 
potential for growth. In 2003 the Company plans to open EURO SP AR and one to three SP AR format stores, start construction of 
three EUROSP ARs in Nizhny Novgorod and one in the Mari-El region .. The Fund will seek a co-investment partner in 3Q '03 to 
raise additional expansion capital and also negotiate with a multilateral in order to raise debt financing. 
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Portfolio 

. Activities and Significant Dev·elopments 

Highlights 

Story First Communications performance in 2002 was impressive both in terms of year-on-year growth and budget vs. actual 
performance~ Gross revenues totaled $61 million, up 90% from last year and 5% above budget; EBITDA grew 7 .5 times from last 
year to $14.2 million (26% better than plan); and net income was twice that oflast year at $6 million, 50% greater than plan. The 
Company is in the final stages of negotiations with its major shareholders, including the Fund, on the proposed recapitalization into 
one class of stock. Alfa Group ~d SFC have reached a framework agreement for the roll-up of Alfa's share in the Company's 
subsidiary into a 25% stake in SFC. 

Pipeline 

Fund management presented a preliminary Informational Memorandum to Board members at the December 2002 meeting on 
Compulink, one of the leading Russian system integrators offering a full set ofIT services. Compulink serves some of the largest 
Russian industrial companies including Severstal, Russian Aluminum, Sberbank, as well as ministries and state entities including the 
Tax Ministry, Ministry of Internal Affairs, and the Adininistration of the President of Russia. Compulink is one of the lead managers 
for the $2.4 billion State Program, "Electronic Russia 2000-2010." The Company's financial results for the end of 2002 were positive, 
with the largest monthly sales in Company history of nearly $12 million in December. The Company was recently named the fastest 
growing Russian IT company by one of the leading Russian IT magazines. The Fund has an opportunity to invest up to $7 .5 million 
to acquire a 25% +stake. We engaged Deloitte & Touche to assist in reviewing the Company's tax structure, a team of accountants 
from DeltaLeasing to review the accounting records, and the law firm of Latham & Watkins. Due diligence to date has shown no red 
flags and, provided that we complete work by mid-March, we will be seeking Investment Committee approval at the March 2003 
meeting. Tue investment will be used to increase the portion of service revenues, develop a management consulting practice and 
pursue regional expansion. 
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Pipeline 

Activities and Significant Developments 

Highlights 

In December the ICOM approved an $8.4 million equity investment in Country Inns. The project was developed jointly by the 
Fund and Rezidor SAS (the owner of Radisson SAS) to launch and expand the Carlson/Country Inns hotel brand in Russia. 
Country Inn is a mid-market hotel product that targets the most opportunistic segment in the Russian hotel market. The Fund, 
along with three other partners, Rezidor SAS, the Danish fund, IFU and Swed.Fund, will contribute $8 million for equal stakes 
of25% in a company that will own the hotel properties. The fully leveraged finance package (assuming 60% leverage) will be 
used to develop eight Country Inns in Moscow, St. Petersburg and other regional city centers. 

Over the past year we have attempted to organize a glass packaging project in Russia. Owens Illinois (OWi), the world's 
largest glass packaging producer, approached us to support their off-balance sheet expansion in the Russian market. The 
project's first phase is in Novgorod with an estimated cost of$38 million. Together with Scan.ska, the contractor, OWI offers a 
turnkey operation capable of dominating the domestic market OWI offers an exclusive right to market expansion, project debt 
financing support, as well as a very competitive exit opportunity for the Fund. Given that Russia is the fastest growing beer 
market worldwide, as well as the world's leading spirits consumer per capita, demand for packaging should continue to outpace 
capacity by 2 to 1 for the next five to seven years based on an OWI study. 
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Sector-TMT 

Project 

Compulink 

,Gameland 

Investment 
Amount 

($Millions) 

$7.50 

$3.00 

Pipeline Projects 

Description of Transaction 

Equity investment to acquire 
25%+ 

Equity investment to acquire 
35%+ 
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Description of Business 

Founded in 1994, Compulink is one of the leading 
system integrators offering a full range of IT services. 
Compulink serves some of the largest Russian industrial 
companies and ministries including Severstal, Russian 
Aluminum, Sberbank, Tax Ministry, Ministry of 
Internal Affairs, and the Administration of the President 
of Russia. Compulink is one of the principal managers 
for the $2.4 billion State Program "Electronic Russia 
2000-2010." The investment will be used to increase 
the portion of service revenues, develop a management 
consulting practice and pursue regional expansion. 

Founded in 1996, Gameland publishes magazines 
targeting the economically active market of 14 to 34 
year olds. The Company successfully expanded from 
introducing the most popular PC monthly and computer 
gaming magazines in Russia. It currently offers seven 
magazines, including a lifestyle monthly for young 
adults and a magazine for beginning entrepreneurs and 
small business owners. The Company plans to increase 
its regional presence and launch several more in-house 
and Western brand magazines. 



Sector-TMT. · 

Project 

Independentl'J"etwork 
Television Holding 
(INTH) - Follow On 

Investment 
Amount 

($Millions) 

$7.20 

Pipeline Projects 

Description of Transaction 

The Company is seeking $10M in 
equity financing primarily from its 
current shareholders. The Fund 
proposes to make a $4.8-$7.2M 
equity investment in this round to 
support the envisaged increase in 
Moscow City penetration through 
a deal with MosTeleCom. 

IO 

Description of Business 

Independent Network Television Holding Ltd. 
("INTH") owns and operates the TV3 Russian network, 
plus a group of 9 television stations in 7 of the top 15 
markets in Russia. The network also includes more than 
20 affiliated stations and 7 cable companies carrying the 
TV3 signal and now passes 45.4M viewers, or 31 % of 
the Russian national population. TV3' s share of 
national audience, first measured by the Gallup Media 
agency in January of this year, is currently 2%. INTH, 
through its Russian subsidiary, ZAO "Telekanal 27", 
holds a Certificate of Registration as a Mass Media 
Broadcaster, allowing the Company to broadcast 
nationally in Russia as TV3 Russia. 



Sector - Consumer/Other 

Project 

Budget Hotel Chain 
(Country Inn) 

Owens Glass Project 

Investment 
Amount 

($Millions) 

$8.40 

$8.00 

Pipeline Projects 

Description of Transaction 

50% equity stake in the operating 
company, sharing the Country Inn 
area master franchise with 
Radisson SAS. 

25% equity stake in newly formed 
hotel property company with three 
partners. 

33% equity stake in the holding 
company. 
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Description of Business 

In participation with Radisson SAS, as an operator, and 
IFU and Swede Fund as financial partners, the Fund 
plans to develop 8 budget hotels in Moscow, St. 
Petersburg and other regions under the name Carlson 
Brand/Country Inn. 

Owens Illinois (OWI), the world's largest glass 
packaging producer, approached the Fund to support 
their off-balance sheet expansion in the Russian market. 
The project's first phase is in Novgorod and will cost an 
estimated $3 8M. Together with Scanska, a contractor, 
OWI offers a turnkey operation capable of dominating 
the domestic market. OWI offers an exclusive right to 
market expansion, project debt financing support and a 
very competitive exit opportunity for the Fund. 



Raising A Private Fund 

The worldwide market for private equity has been abysmal for three years. Russia's reputation has dramatically improved but is 
suffering from disarray in global private equity markets, not to mention the impact of the Iraq crisis. However, there are recent 
positive signs that a private fund may be closeable in the summer of 2003. Discussions have commenced with USAID regarding the 
possible participation of the Enterprise Fund in the private fund. 
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Financial Services 

Satisfactoiy 

1. Delta AutoLease 

2. DeltaCredit Bank 

3. DeltaLease - Far East 

4. DeltaLeasing 

Focus 

5. DeltaBank 

Subtotal Financial Services 

TMT 
Satisfactoiy 

6. Egar Technologies 

7. Independent Network Television Holding 

8. National Cable Network 

9. StoryFirst Communications, Inc. 

Focus 

10. Cybiko 

11. Port.ru 

Exited 

12. Pentacom 

Subtotal TMT · 

Portfolio Investments 

Funded Investments as of December 31, 2002 
(Dollars in Millions) 

Committed Amount 

$1.08 

39.89 

6.76 

32.12 

22.00 

101.85 

1.00 

4.38 

0.13 

7.50 

1.56 

1.00 

5.87 

21.44 

Funded to Date 

$1.08 

39.89 

6.76 

32.12 

21.25 

101.10 

0.50 

4.38 

0.13 

7.50 

1.56 

1.00 

5.671 

20.74 

Amount Realized 

Interest, Fees 

Principal Gains (Losses) 

$0.11 

6.66 

2.72 

19.49 

28.98 

$1.02 

1.02 

0.01 

o.oi 

1 Proceed of the Fund's remaining contribution of$200k were held with a wholly owned Cyprus holding company, with amoauots used to cover professional fees. 
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FY02 

Technical Assistance 

Grant Funded 

$.01 

0.02 

0.21 

0.24 



Consumer Products 

Satisfactory 

13. ZAO Hotel Corporation (Nevsky 49) 

14. Russian Integrated Logistics Solution 

15. SPAR Middle Volga 

16. SP AR Moscow Holdings Ltd. 

17. SUN lnterbrew Ltd. 

Focus 

18. Polygraf 

Work.Out 

19. Invacorp 

Exited 

20. Lomonosov 

21. Saint Springs 

Subtotal Consumer Products 

Legacy 
Satisfactory 

22. Agribusiness 

23. Intemom 

24. Time 

Portfolio Investments 

Funded Investments as of December 31, 2002 
(Dollars in Millions) 

Committed Amount 

9.52 

6.50 

6.00 

12.00 

15.50 

2.80 

10.00 

4.59 

3.50 

70.41 

5.00 

0.08 

0.28 

Funded to Date 
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9.52 

3.70 

3.07 

6.20 

15.50 

2.80 

10.00 

4.59 

3.50 

58.88 

5.00 

0.08 

0.20 

Amount Realized 

Principal 

0.98 

5.00 

6.01 

6.27 

18.26 

0.19 

Interest, Fees 

Gains (Losses) 

0.66 

1.43 

3.48 

5.57 

0.08 

FY02 

Technical Assistance 

Grant Funded 



Portfolio Investments 

Funded Investments as of December 31, 2002 
(Dollars in Millions) 

Amount Realized FY02 

Legacy (cont'd) 
Interest, Fees Technical Assistance 

Committed Amount Funded to Date Principal Gains (Losses) Grant Funded 

Focus 

25. FunTech 2.00 2.00 0.09 0.06 

26. GVCO 0.90 0.90 0.06 0.11 

27. Phargo 2.80 2.80 

Work Out 

28. Vita Plus 5.00 5.00 

Exited/Written Off 

29. Bitech 3.00 3.00 2.18 (1.05) 

30. Dieselprom 3.66 3.66 0.07 

31. FSS 0.25 0.21 

32. GIANT 2.98 2.98 0.08 

33. Grant 0.60 0.60 0.60 0.12 

34. mes 5.00 5.00 

35. Marine Resources 8.25 8.25 7.75 2.52 

36. Nizhny Newsprint Holdings 4.14 4.14 - 15.82 

3 7. Plyko LLC 5.83 5.83 2.33 (1.92) 

38. Russian Petroleum Investor, Inc. 1.95 1.95 0.10 O.Ql 

39. Segol RadioPAGE 3.30 3.30 0.35 (2.93) 

40. TsUM 0.50 0.50 0.43 0.12 
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Legacy (cont'd) 

41. USGH (Columbia Presbyterian-Moscow) 

42. Zapsibinvest 

Subtotal Legacy 

Total 

Portfolio Investments 

Funded Investments as of December 31, 2002 
. (Dollars in Millions) 

Committed Amount 

3.77 

0.97 

60.26 

$253.96 

FU.nded to Date 

3.77 

0.97 

60.14 

$240.86 
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Amount Realized 

Interest, Fees 

Principal Gains (Losses) 

0.08 

14.31 12.94 

$61.55 $19.54 

FY02 

Technical Assistance 

Grant Funded 

$0.24 



Portfolio Review 

Direct Investment Reflows As of December 31, 2002 

Inception through 2002 Fiscal Year 2003 Fiscal Year To Date Total Since Inceotion 

Interest, Fees Interest, Fees Interest, Fees 
Principal & Gains Principal & Gains Principal & Gains 

Bi tech $2,182,200 $(1,047,987) - - $2,182,200 $(1,047,987) 

Delta Credit 6,662,927 1,481 - - 6,662,927 1,481 

DeltaLease - Far East 2,400,557 - 316,561 - 2,717,118 

DeltaLeasing 19,493,694 1,017,048 - - 19,493,694 1,017,048 

Delta AutoLeasing 97,669 616 8,379 - 106,048 616 

Dieselprom 72,000 - - - 72,000 

FSS - 3,250 - - - 3,250 

Fun Tech 90,000 63,603 - - 90,000 63,603 

Giant 75,793 - - - 75,793 

Grant 600,000 110,112 - - 600,000 110,112 

GVCO 55,213 113,218 - - 55,213 113,218 

lNTH - 10,232 - - - 10,232 

Lomonosov 295,000 15,118 5,710,406 1,415,958 6,005,406 1,431,076 

MRCI 7,750,000 2,523,382 - - 7,750,000 2,523,382 

Nevsky49 880,000 - 100,000 - 980,000 

Nizhny Newsprint - -15,821,028 - - - 15,821,028 

Plyko 2,325,000 (1,920,885) - - . 2,325,000 (1,920,885) 

RPI 100,000 6,792 - - 100,000 6,792 

Saint Springs 6,268, 750 3,477,550 - - 6,268,750 3,477,550 

Segol RadioPAGE ·350,000 (2,934,679) - - 350,000 (2,934,679) 
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Story First 

SUN-Interbrew 

Time 

Ts UM 

Zapsibinvest 

Total 

Portfolio Investments 

Funded Investments as of December 31, 2002 
(Dollars in Millions) 

Inception through 2002 Fiscal Year 

Principal 

5,000,000 

189,000 

434,928 

8L627 

$55,404,358 

Interest, Fees 
&Gains 

l,094 

659,661 

82,764 

123,162 

$18,126,560 
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2003 Fiscal Year To Date 

Principal 

4,738 

$6,140,084 

Interest, Fees 
& Gains 

(3,039) 

$1,412,919 

Total Since Inception 

Interest, Fees 
Principfil & Gains 

1,094 

5,000,000 659,661 

193,738 79,725 

434,928 123,162 

81~627 

$61,544,442 $19,539,479 



Portfolio Review 
~~~~ 
Portfolio Company: DeltaCredit Bank 

Status: Satisfactory 

Investment Officer: James Cook 

The Fund's Investments (12/31/02) Date of Initial Investment: 05/00 

Committed Funded Repaid Carrying Value * 

Equity $ 13,476,355 $ 13,476,355 $ 1,542 $ 13,474,813 

Debt $ 26,409,946 $ 26,409,946 $ 6,661,385 $ 19,748,561 

Total $ 39,886,301 $ 39,886,301 $ 6,662,927 $ 33,223,374 

* Equity will be reduced in April 2003, through a share capital reduction at the level of the Dutch 
holding Company. Tue finaJ equity amount will be approximately $10,800,000. 

Business Description 

DeltaCredit Bank (the "Bank") is Russia's first 
mortgage bank providing long-term residential 
mortgages. In 2001 the Company acquired JP 
Morgan's banking license in order to further 
facilitate and expand this system. The Company 
works due to a network of partner banks and 
realty companies which source the mortgage loans 
to a centralized mortgage servicing facility. 
lbrough this network, the Company is able to 
achieve a faster rate of growth through economies 
of scale while mitigating the overhead of an 
extensive branch network. The Company is 
considered to be the market leader in terms of, 
market share for mortgage lending in Russia 

Current Status 

DeltaCredit exceeded projections for mortgage 
disbursements by year-end 2002 with its 
outstanding portfolio reaching $54M. The Bank 
maintained a growth rate of 165% for 2002 and is 
currently approving an average of$3M in mortgage 
loans per week. The repayment rate on the portfolio 
is 99o/o. 

According to market sources, DeltaCredit has an 
80% market share in Moscow and 55% nationwide. 
In order to maintain its market position, the Bank 
has focused on building the required infrastructure 
for mortgage banking activities, including a 
depository for mortgage transactions and cashier 
services to accept mortgage payments directly. The 

EQUITY 
Shareholders 

The Fund 

Contribution 

$13,474,813 

Ownership 
Fully-Diluted 

100.0% 

Outlook Financial Information 

The Bank is expected to reach operational 
breakeven by mid-2003. In order for the Bank to 
grow and leverage, it will need a capital infusion 
no later than May 1, 2003. The second round of 
equity financing is tied to receiving new capital 
and the Bank will need to stop originating 
mortgages if this is delayed. A contingency plan 
has been developed ifthere is a delay in new 
capital. The Bank continues to perform according 
to plan and has attracted the interest of at least 
three strategic investors. 

(Do liars in .. OOOs) 

12/31/02 12131101 

Months 12 12 

Revenue $4,732 $1,369 

Net Profit 

a&ru ($2,434) ($3,064) 

Total Assets $63,035 $33,137 

Net Worth $17,400 $19,410 

IAS ~ ~ 

Audited D ~ Bank expensed these costs in · ·ch 
accounts for the annual lo . Management is in ~ 
process of finalizing t sheets for up to $205M in 
second round financing for 2003. 
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Portfolio Review 

Portfolio Company: Deltalease Far East 
Status: ·satisfactory 

Investment Officer: James Cook 

The Fund's Investments (12/31/02) Date of Initial Investment: 06/00 

Committed Funded Repaid Carrying Value 

Equity $ 1,167,160 $ 1,167,160 $ 6,848 $ 1,160,312 
Debt $ 5,595,286 $ 5,595,286 $ 2,710,270 $ 2,885,016 

Total $ 6,762,446 $ 6,762,446 $ 2,717,118 $ 4,045,328 

Business Description Current Status 

DeltaLease Far East (the "Company") is a The Company's current portfolio is $3.8M with an 
provider of equipment lease finance to medium- additional $1 M approved and awaiting 
sized companies in the Ru5sian Far East The disbursement The net lease margin receivables 
Company started as the Fund's small business stand at $1.lM. According to Russian Accounting 
program for the RFE and became an independent Standards, the Company had a net profit of $79k for 
leasing company in 2000. All of the Fund's Russia- 2002. The Company exceeded its projections for 
based costs related to the Company have been 2002 with disbursements 11 % higher than forecast 
transferred to the Company and are covered by its and earnings 28% higher than forecast 
leasing income. The Company is headquartered in 
Vladivostok and has branches in Khabarovsk and 
Sakhalin. 

As of February 2003 the average deal siu is $100k 
with an average rate of 19°/o in USD tenns for 31 
months. The portfolio is diversified among the 
following industries: Forestry 29%; Construction 
20%; Food Processing l 6o/o; Manufacturing 16°/o; 
Printing 7%; Retail 6%; and Wholesale 6%. 

20 

EQUITY 
Shareholders Contribution 

Ownership 
Fully-Diluted 

The Fund $1,160,312 100.0% 

Outlook 

The Company reached operational breakeven in 
2002 and repaid its bridge loan from the Fund. 
The Company recently signed an agreement with 
CAT Finance, and two deals have been approved 
under the agreement for a total of $4 l 9k. The 
Company is seeking third party financing to 
expand operations. Management is opening up a 
new branch in Novosibirsk in order to increase 
market share. 

Financial Information 
(Dollars in ·ooOs) 

12/31/02 12/31101 

Months 12 12 

Revenu~ $530 $164 

Net Profit 
(Loss) $33 $40 

Total Assets $4,596 $1,985 

Net Worth $1,227 $18 

IAS ~ ~ 

Audited D D 

* Compilation by Moore Stephens 

* 



Portfolio Review 
~~~f!tt?irrJ~gt~l 
Portfolio Company: Deltaleasing 

Status: Satisfactory 

Investment Officer: James Cook 

The Fund's Investments (12/31/02) Date of Initial Investment: 04/99 

Committed Funded 

Eqaiity $ 5,629,613 $ 5,629,613 

Debt $ 26,493,694 $ 26,493,694 

Total $ 32, 123,307 $ 32,123,307 

Business Description 

DeltaLeasing (the "Company'') started operations 
on May 21, 1999. The Company provides lease 
financing to medium-sized businesses operating in 
Russia with prospects sourced through a network 
of equipment vendors. The Company operates 
through six regional offices covering 28 regions. 
Basilcom, a Cyprus-based company, was set up as 
the financing company for DeltaLeasing. This 
entity was capitalized by the Fund with $5.63M 
equity and $7M debt. In 2002, DeltaLeasing 
successfully raised $20M in third-party financiers. 

Repaid Carrying Value 

$0 $ 5,629,613 

$ 19,493,694 $ 7,000,000 

$ 19,493,694 $ 12,629,613 

Current Status 

The Company continues to perform according to 
plan and doubled its portfolio from 2001to2002. 
The Company reached operational breakeven on a 
cash basis for 2002 and is disbursing approximately 
$2M per month in new leases. The repayment rate 
remains at 990/o. 

As of year-end 2002, Delta.Leasing had a diversified 
portfolio covering 22 industries with lease 
receivables reaching $30M. The Company is 
currently ranked among the top 10 leasing 
companies in Russia in terms of assets and manages 
over 400 leases. 
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EQUITY 
Shareholders 

The Fund 

Contribution 

$5,629,613 

Ownership 
Fully-Diluted 

100.0% 

Outlook Financial Information 

The Company expects to double its lease 
portfolio in 2003, and management is developing 
new lines of leasing products to meet this goal. 
The Company is expanding into automobile fleet 
leasing and real estate leasing and is in 
negotiation with BMW and other leading car 
makers. 

DeltaLeasing has sufficient third party financing 
available through 2Q'03 and is currently raising 
the second round of financing from third parties. 
It will begin to tap into the commercial banking 
market for this financing including new ruble 
lines of credit from Russian banks. In order to 
secure additional debt financing, the Company 
will need additional equity capital by summer 
2003. Management is currently developing a plan 
to increase the value of the Company and 
position it for exit in 2005 to a strategic player. 

(Dollars in 'OOOs) 

12/31102 12/31/01 

Months 12 12 

Revenue $3,150 $1,644 

Net Profit 

l!&ill ($205) $355 

Total Assets $26,457 $12,309 

Net Worth $5,936 $1,157 

IAS ~ ~ 

Audited D ~ 



Portfolio Review 
~~~'.~!~\~~~~ 
Portfolio Company: DeltaBank 

Status: Focus 

Investment Officer: James Cook 

The Fund's Investments (12/31/02) Date of Initial Investment: 07 /00 

Committed Funded 

Equity $ 10,399,165 $ 9,649,165 

Debt $ ll,600,835 $ 11,600,835 

Total $ 22,000,000 $ 21,250,000 

* $750k of equity will be funded in IQ'03. 

Business Description 

DeltaBank (the "Bank") is a Russian commercial 
bank established in the form of a joint-stock 
company. The Bank previously operated as 
Development and Restructuring Bank ("DRB") 
and in January 2001 changed its name. to 
DeltaBank. DRB was registered by the Central 
Bank of Russia on October 15, 1997. On January 
30, 1998 the Bank was licensed to conduct 
banking operations in rubles and other currencies. 
By the end of January 1998, the Bank was fully 
registered and capitalized On April 24, 2000 
DRB received an additional banking license to 
conduct operations with ruble and foreign 
currency funds of private individuals. 

The Banlc also holds the following licenses and 
memberships: 

- Affiliated membership in Visa International 
with issuing and acquiring rights in Russia 

- Principal membership in Europay International 
with issuing and acquiring rights in Russia 

- Membership in S.W.I.F.T. 

Repaid Carrying Value * 

$0 $ 9,649,165 

$0 $ 11,600,835 

$0 $ 21,250,000 

Current Status 

In 4Q'02 DeltaBank launched its credit card product 
with IKEA and opened a branch in Mega, Russia's 
largest shopping mall. The Bank continues to 
receive substantial interest from strategic investors 
in its consumer finance strategy. Initial results are 
promising. and the Bank plans to expand its product 
offering to include installment loans for the 
purchase of kitchens and large purchase items. 

The Bank will continue to build its corporate 
portfolio and will expand into the small to medium 
size enterprise market The Fund is providing 
additional support to the Bank in the form of 
technical assistance which partially subsidized the 
Bank's losses for year-end. Without this support, 
the Bank would have posted a loss of$3.4M. · 
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EQUITY 
Shareholders 

The Fund 

Contribution 

$9,649,165 

Ownership 
Fully-Diluted 

100.0% 

Outlook Financial Information 

DeltaBank has hired a new management team 
which will focus the bank's strategy on Russia's 
growing market segment of consumer finance, 
credit cards, and corporate lending. The Bank has 
a distinct market advantage in these areas and 
attracted the attention of leading retailers to 
provide these services. During 1 Q'03, the Bank 
will implement cost-cutting measures to reduce 
overhead and expenses. In addition, the Bank 
will implement a new incentive program which 
will tie compensation to results. The new 
management team has a so lid track record in the 
area of consumer finance and is expected to meet 
the projected targets for this year. 

The Bank will need new equity capital by mid-
2003 to raise third party fmance and to support 
the consumer finance strategy. The Bank is 
currently underleveraged and will need to 
increase its loan book in 2003 to meet its targets. 
The Bank will focus on taking advantage of its 
first to market opportunity by gaining market 
share through high traffic retail outlets like IKEA 

(Dollars in 'OOOs) 

12/31/02 12/31/01 

Months 12 12 

Revenue $2,594 $2,661 

Net Profit 

fu!ill ($2,355) ($1,337) 

Total Assets $27,245 $17,966 

Net Worth $11,385 $13,405 

IAS ~ ~ 

Audited D ~ 



Portfolio Review 

Portfolio Company: EGAR Technology 

St11:tus: Satisfactory 

Investment Officer: Kirill Dmitriev 

The Fund's Investments (12/31/02) Date oflnitial Investment: 09/02 

Committed Funded 

Equity. $ I,000,000 $ 500,000 

Debt 

Total $ I,000,000 $ 500,000 

Business Description 

EGAR Technology (the "Company) specializes in 
capital markets software applications 
development, offering reasonably priced 
customized solutions for trading and risk 
management. EGAR's products cover an 
extensive range of financial instruments, provide 
sophisticated valuation and pricing models, and 
deliver real-time risk management tools. 

The Company's sales and marketing operations 
are U.S.-based, while software development is 
concentrated in Russia with over I 00 developers 
and financial/business analysts. EGAR boasts one 
of the fastest growing software and related 
services practices in the financial technology 
sector of Russia. 

Repaid Carrying Value 

$0 $ 500,000 

$0 $ 500,000 

Current Status 

The first Board meeting post-investment was held 
in November 2002. The Company introduced new 
employees, including the head of European sales 
(Moscow) and marketing manager (NY), and 
reviewed its sales pipeline and financial results. 

The second tranche of the investment is expected to 
be disbursed in March or April. Original conditions 
precedent were based on 3Q results (ending 
November 30, 2002) and included the 
implementation of the new Russian employment 
structure and the achievment of certain revenue and 
EBIIDA projections. 

The Company implemented recommendations set 
forth in the Russian Employment Plan, but failed to 
achieve revenues equal to or greater than $3.5M. 
3Q revenues were over $IM, a first for the 
Company; however, EGAR generated only $2. 75M 
in revenue for the nine months ending November 
30, 2002. 
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_EQUITY Ownership* 
Shareholders Contribution Fully-Diluted 

Founders N/a 65.3% 

TFM Investment Group N/a 9.3% 

Michael Aiken N/a 9.3% 

The Fund $500,000 6.3% 

IFC $500,000 6.3% 

Management N/a 2.8% 

Other N/a 0.7% 

• The Fund and IFC will contribute an additional $0.5M and $1M respectively 
subject to conditions precedent. After that the Fund's fully diluted stake will be 
10.6% 

Outlook Financial Information 

The current estimate is to generate $I .3M in the 
4Q, ending February 28, 2003. If achieved this 
would be a 30% increase over the prior year and 
would fulfill the condition precedent to the 
second disbursement 

EGAR won a tender on a risk management 
system for Sberbank, which holds 95% of the 
savings accounts in Russia. The competitors 
included Reuters, Sungard and Bloomberg. In 
March 2003 EGAR expects to sign the $700k 
agreement with Sberbank and to start 
implementation of the system for all Sberbank 
affiliates. 

(Dollars in 'OOOs) 
--
* I2/31/02 12/31/0I 

Months 12 12 

Revenue $2,752 $3,0I9 

Net Profit 
(Loss) $138 ($224) 

Total Assets $I,879 $I,399 

Net Worth $I,376 $492 

IAS ~ ~ 

Audited D ~ 
---

* For nine months ending November 30, 
2002 



Portfolio Review 

Portfolio Company: Independent Network Television Holding (INTH) 

Status: Salis/ actory 

Investment Off 1eer: Evelina Baxter 

The Fullld's Investments (12/31/02) Date of Initial Investment: 11/95 

Committed Funded Repaid Carrying Va1ue * 
Equity $ 4,377,690 $ 4,377,690 $0 $ 4,377,690 

Debt 

Total $ 4,377,690 $ 4,377,690 $0 $ 4,377,690 

~ Fund carries the invesbnent at its cost of$4.4M or $57.52 a share on a fully-diluted basis. 

Business Description 

Independent Network Te1evision Ho1ding Ltd. 
(''INTI:I", or the "Company") owns and operates 
the 1V3 Russia Network p1us a group of nine 
te1evision stations in seven of the largest Russian 
cities. The Company holds a national mass media 
license and sells advertising time nationally and 
locally. 

IN1H is focused on accumulating and seeking 
direct control over hard broadcast assets, 
managing costs and building a direct sales 
network. INTH has trained and established its 
own sales force and instituted Western 
management md accounting standards. By 
expanding its audience base, upgrading existing 
transmission capability and developing a 
combination of high-quality international and 
locally developed programming, 1V3 Russia aims 
to become one of the few profitable Russian 
national broadcast networks. 

Current Status 

4Q'02 marked five consecutive quarters of positive 
EBITDA and the first full year of positive EBITDA 
in the Company's history. EBITDA in 2002 was 
$883k on revenues of $7.3M, compared to negative 
EBIIDA of$435k in 2001. Revenues for 2002 
were 45% above 2001. The 1V3 Russia Network in 
its first year produced revenues of$ l .2M, 
accounting for 16% of total sales. 

Although year-on-year growth was impressive, the 
Company missed its 2002 budget targets. Gross 
sales and EBITDA were 19% and 57% below plan 
respectively. According to Management, increased 
focus on building the new network led to a decline 
in growth rates in local sales and underperformance 
of regional sales. 

INTH arranged a a rights offering issue for 
Februruy-March 2003 at a $35M pre-money 
valuation. Due to the lack of commitments from 
existing shareholders to fill the $1 OM round, 
Management proposed to put the·offering on hold 
for an indefinite period. 
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EQUITY Ownership 
Shareholders Contribution Fully-Diluted 

ACT ill 31.5% 

Botts/Allen Investor Group $7,336,490 16.9% 

Founders/Employees $904 13.0%. 

The Fund $4,377,690 10.9% 

Institutional investors $8,230,000 10.8% 

William Farley affiliates $5,000,000 6.5% 

DU $5,000,000 6.5% 

News Corporation $1,050,000 3.9°/o 

Outlook Financial Information 

When lNTH launched its 1V3 Russia Network a 
year ago, its first goal was to cover the top 25 
markets of Russia The Company has essentially 
achieved this goal and currently has affiliated 
stations in all of the top 10 markets, 14 of the top 
15, and 20 of the top 25 markets. In total the 
network now passes nearly 45.4M viewers or 
31.5% of the Russian national population. IN1H 
will continue growing its distribution, expanding 
into the top 50 markets until it covers 50% of the 
population - one of the thresholds for foreign 
ownership in the Russian mass media 

1V3 Russia Network averaged 2.12% share of 
the national audience in December. The 
Company plans to increase its share to 3% this 
year following the upgrade of cable networks 
through MosTeleCom in Moscow. INTII formed 
a new regional sales team independent of its 
Network and local sales teams to represent its 
stations in the Moscow advertising market 

(Dollars in 'OOOs) 

• •• 
12/31/02 12/31/01 

Months 12 12 

Revenue $7,323 $5,039 

Net Profit 
~ ($440) $1,048 

Total Assets $12,570 $12,405 

Net Worth $10,204 $10,253 

IAS ~ ~ 

Audited D ~ 
--

* Audit by PWC to be completed by the end 
of May. 

••U.S.GAAP 



Portfolio Review 

Portfolio Company: National Cable Network 

Status: Satisfactory 

Investment Officer: Evelina Baxter 

The Fund's Investments (12131/02) Date oflnitial Investment: 11102 

Committed Funded 

Equity $ 133,333 $ 133,333 

Debt 

Towl $ 133,333 $ 133,333 

* at cost 

Business Description 

National Cable Network (NCN) was founded in 
2000 with a vision to become a leader in 
broadband communication in Russia by 2005, 
delivering cable, data, and voice services to 2 
million subscribers. 

In 2002, NCN attracted investments from P. 
Gerwe, the founder of"StoryFirst" and M. 
Pavlushin, a former Lazard Freres' Managing 
Director. 

Currently, NCN is a quickly growing cable 
company with 400,000 subscribers on networks in 
Krasnodar, Novosibirsk, Tver, Samara, Kurgan, 
and other cities. 

In 4Q'02, as a result of the stock swap with 
Pentacom, the Fund obtained a minority stake in 
Romital Ltd. (Cyprus), NCNs parent company. 
Specifically, Pentacom's parent company RBC 
exchanged its 100% interest in Pentacom for 1 % 
(11 shares) in Romital Ltd. and concurrently, the 
Fund received 5.9% (67 shares) ofRomital 
through Anzani Ltd (Cyprus based Fund holding 
company). In addition, Anzani transferred 
Romital $133,333.33. 

Repaid Carrying Value * 

$0 $ 133,333 

$0 $ 133,333 

Current Status 

At the end of2002 NCN had 453,000 homes 
passed, and 336,000 paying customers. 

NCN's 2002 revenue and gross profits were $833k 
and $41 lk, respectively. Net loss was $566k. 
Excluding head office overhead, NCN broke even 
with $33 k in net income. 

In 2003, NCN plans to continue aggressive growth 
of its subscriber base both organically and through 
potential acquisitions. To achieve its plans, the 
Company is actively seeking investors. 
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EQIDTY 
Shareholders Contribution 

Ownership 
Fully-Diluted 

F ounders/lndividuals Nia 90.0% 

The Fund $133,333 6.00/o 

Mint Capital $66,667 3.00/o 

RBC 

Outlook 

In 2003, NCN plans to pursue three objectives: 
(1) Upgrade the exisiting network in cost 
effective ways,.(2) Optimize the management 
and organizational structure including the 
internal audit committee and consolidated 
accounting, and (3) acquire at least one cable 
company with a minimum of 100,000 subscribers. 

From the financial standpoint, NCN expects to 
break even by mid-2003 and close the year with 
revenue of$1.9M and net income of$451k. 

The Fund will continue to work closely with 
NCN and get involved in corporate governance 
processes on the Board level. Provided NCN 
continues its aggressive expansion, breaks even 
in mid-2003, and achieves planned financial 
objectives, the Fund may explore additional 
investments in NCN. 

Nia 1.00/o 

Financial Information 
(Dollars in ·ooos) 

--
* 12131102 12131101 

Months 12 12 

Revenue $833 Nia 

Net Profit 

~ ($566) Nia 

Total Assets Nia Nia 

Net Worth Nia Nia 

IAS ~ D 
Audited D D 

* Consolidated unaudited financials 



Portfolio Review 

Portfolio Company: Sto!YFirst Communications 

Status: Satisfactory 

Investment Officer: Evelina Baxter 

The Fund's Investments (12/31/02)- Date of Initial Investment: 09/96 

Committed Funded Repaid Carrying Value * 

Equity $ 7,498,395 $ 7,498,395 $0 $ 4,562,500 

Debt 

Total $ 7,498,395 $ 7,498,395 $0 $ 4,562,500 

* The Fund's carrying value is based on the share price of$500 in August 2002_ acquisition, in which the 
Fund acquired an additional 2,800 shares. 

EQUITY 
Shareholders 

Modem Times Group AB 

Other Investors and Employees 

Barings Vostok/Sector Capital 

Current Directors 

News Corp/Logovaz 

The Fund 

Pierre Calland Funds 

Northwood Ventures 

Ownership 
Contribution Fully-Diluted 

$51,923,805 33.0% 

$9,226,082 18.1% 

$35,626,103 17.7% 

$260,400 11.7% 

$5,000,373 7.7% 

$7,498,395 6.0% 

$2,651,250 3.2% 

$2,577,370 2.7% 

Business Description Current Status Outlook Financial Information 

StoryFirst Communications, Inc. ("SFC", or the 
"Company") is a US corporation, founded in 
1989, to build radio and television broadcasting 
networks in Central and Eastern Europe. 
StoryFirst's principal assets are ownership 
interests in Russian television, radio broadcasting 
joint ventures, and its STS TV network. 

StoiyFirst currently has eight owned and operated 
stations, and over 300 affiliates. StoiyFirst's joint 
ventures in Russia generate revenues from the sale 
of advertising time on the Company's co-owned 
television network, television stations and radio 
stations. 

SFC operating results for Q4'02 were all on or 
above budget, closing a year of outstanding 
financial performance. The Company produced 
$60.8M in gross revenues or 5% above its annual 
plan and 90% above last year results. 2002 
EBIIDA was $14.2M or 26.3% better than 
projected and 7.5 times higher than in 2001. The 
Company produced a net income of $6M, a 49% 
improvement over the budget. CTC Network 
delivered $40.9M in revenues and $10.5M in 
EBIIDA and the Station Group contributed $5.8M 
in EBIIDA in 2002 on revenues of$15.4M. 

CTC Network plans to reach an average national 
audience share of 8% in the 4+ age group this 
year by lining up Russian debut shows, 
production of shows specially designed for CTC, 
comedies and competitive drama series. Station 
Group will continue to expand by growing the 
distribution base by adding new affiliates, 
making acquisitions and installing repeaters, all 
aimed at increasing sales and operating 
efficiencies at the stations and improving local 
penetration and audience share. 

SFC shareholders continue negotiations to 
National audience share growth for CTC fell convert the existing eleven classes of stock into a 
slightly short of the plan for 2002, with an average maximum of four or even a single class 
share of 6.6% for the year, compared to 7% depending on the cooperation of all shareholders. 
planned. The network's new programming schedule Alfa Group agreed that following the 
launched in September 2002 showed good growth recapitalization it would roll-up its 25% stake in 
in the last quarter, with audiency share increasing the CTC Network subsidiary into a 25% stake in 
from just above 6% in August 2002 to 8.2% by year- SFC with a cash contribution of approximately 
end 2002. $9M. A new shareholder agreement is to be 
The Company aggressively pursued new signed after recapitalimtion and roll-up is in the 
programming concepts with increased Russian final stages of negotiation. The Fund will have a 
content, 10 CTC-produced shows and a group of window of opportunity to arrange for an exit 
prominent show business celebrities as programs during this process. Otherwise, we may be locked 
hosts. CTC Network continues to occupy fourth in until a joint sale by controlling shareholders to 
place among the top national networks in Russia a strategic investor in late 2004. 
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(Dollars in 'OOOs) 

12/31/02 12/31/01 

Months 12 12 

Revenue $60,834 $32,085 

Net Profit 

il&ru $6,049 $3,100 

Total Assets $50,359 $34,496 

Net Worth $18,874 $11,218 

IAS ~ ~ 

Audited D ~ 



Portfolio Review 

Portfolio Company: Cybiko 

Status: Focus 

Investment Officer: Kit-ill.Dmitriev 

The Fund's Investments (12131/02) Date of Initial Investment: 12100 

Equity 
Debt 

Tomi 

Committed 

$ 1,556,472 

$ 1,556,472 

Funded 

$ 1,556,472 

$ 1,556,472 

Repaid Carrying Value* 

$0 $ 556,472 

$0 $ 556,472 

* Based on the valuation at last round, which took place in August 2002. 

Business Descriotion 

Cybiko (the "Company") is a technology company 
that has successfully integrated a number of core 
technologies to produce a commercially viable 
wireless handheld device. 

The Company's first product, Cybiko 1.0 
combined wireless messaging, PDA features and a 
·games platform. 

Current Status 

Motorola halted licensing contract negotiations 
with Cybiko due to a trademark infringement suit 
brought against the Cybiko brand name by a French 
company. Although Cybiko has a strong case 
against the French company, it will take months to 
resolve the matter and may have implications on the 
multi-player gaming industry in the area of 
intellectual property rights. 

The Company had extremely good bookings for 
November and December 2002 and exceeded the 
plan by $222~ achieving $445k in revenues for the 
two months. However, the reworking of three 
products to remove the Cybiko brand is severely 
reducing the bookings forJanuary 2003. 
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EQUITY 
Shareholders 

Other Private Investors 

Sun Capital Partners 

Inventec Besta Co. 

The Fund 

AOL 

Wireless Frontiers 

Founders 

Common Stock Holders 

Contribution 
Ownership 

Fully-Diluted 

$3,898,866 41.0% 

$6,720,626 36.2% 

$1,131,768 12.0% 

$1,556,472 5.1% 

$9,953,150 2.5% 

$5,500,000 2.3% 

Nia 0.1°/o 

$1,447,958 0.3% 

Outlook Financial Information 

We do not expect that the company will achieve 
breakeven in 2003. Cash flow continues to be the 
main problem. The trademark infringement case 
is delaying payments and stressing business 
relationships. Cybiko is continuing to reduce 
expenses and focus on sales. 

(Dollars in 'OOOs) 
-

12131102 12131101 

Months 12 12 

Revenue $1,592 $8,909 

Net Profit 
a&ru ($1,011) ($15,338) 

Total Assets Nia $11,614 

Net Worth Nia $6,520 

IAS ~ ~ 

Audited D ~ 



Portfolio Review 
r="""· 
~TI 
Portfolio Company: Port.ru 

Status: Focus 

Investment Officer: Kiri// Dmitriev 

The Fund's Investments (12/31/02) Date of Initial Investment: 03/00 

Committed Funded Repaid Carrying Value * 

Equity $ 1,000,000 $ 1,000,000 $0 $ 94,950 

Debt 

Total $ 1,000,000 $ 1,000,000 $0 $ 94,950 

* The Fund's shares are carried at $0.47 each, as per Rights Offering in the summer of200l. 

Business Description 

Port.TU (the "Company") is an internet portal 
focused on the worldwide Russian-speaking 
community. Port has a number of major sub-sites: 
web-based mail site, Mail.TU; Consumer e
commerce sites Torg.TU (B2B and B2C) and 
Molotok (C2C); travel and tour site, Travel.ru, 
content sites and others. 

Port.TU initially raised $1M in seed finance in July 
1999, and the Fund invested $1M in March 2000 
as part of a $2.5M round which valued the 
company at $27 .5M post-money. There was a 
further equity round of $2.1 M in 2000 based on 
the valuation of $40M post-money. The Fund did 
not participate in this round. A subsequent rights 
offering in 2001 offering shares at $0.47 drove 
down the value of our investment to below $1 OOk. 

Current Status 

The Company remains one of the top three online 
media companies in Russia with more than 1 
million registered mail boxes and 80% of the 
Russian Internet audience. 

Port.ru generates revenues from advertising-related 
sources. The on-line ad market in Russia grew 83% 
in 2002 reaching $1 lM and the Company increased 
annual sales by 53% year-on-year. 

Management continues cost reduction efforts, 
which have already resulted in a gross profit margin 
increase up to the level of 68% in 2002. The 
Company reached profitability in 4Q'02? generating 
$86k in net income for that quarter. However, 
annual EBITDA and net income were still negative. 
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EQUITY Ownership 
Shareholders Contribution Fully-Diluted 

Shareholders N/a 45.00/o 

Founders N/a 24.0% 

First round private investors $1,013,334 12.8% 

New Irtvestors (Feb 01) $1,000,000 6.0% 

Employees Nia 2.0% 

Others $259,096 2.0% 

Dr Pscharr (third round) $2,100,000 2.00/o 

Second round investors $1,450,000 1.9% 

Interim round investors 1.7% 

The Fund $1,000,000 1.3% 

Advisors N/a 1.3% 

Outlook Financial Information 

As the outlook for the Russian online ad market 
remains positive (with an expectation of35% to 
50% growth in 2003), the Company is well 
positioned to capture a significant part of the 
market growth and retain its strong market 
position. 

Months 

Revenue 

(Dollars in ~OOOs) 

* 12/31/02 12131/01 

12 12 

$1,293 $617 

Net Profit 
(Loss) ($531) ($1,900) 

Total Assets $6,384 $6,658 

Net Worth $3,661 $4,103 

IAS ~ ~ 

Audited D D 

* Financial statements were provided for I 0 
month period (March-December 200 I) 
after the merger with NetBridge. No audit 
has been performed since 2000. 



Portfolio Review 

Portfolio Company: Pentacom 

Status: Exited 

Investment Officer: Evelina Baxter 

The Fund's Investments (12/31/02) 

Equity 
Debt 

Total 

Committed 

$5,866,667 

$ 5,866,667 

Business Description 

Date of Initial Investment: 05/00 

Funded Repaid Carrying Value 

$ 5,666,667 $ 0 $ 166,667 

$ 5,666,667 $0 $ 166,667 

Current Status 

Pentacom (the "Company") is a cable and wireless RBC sold 100% of Pentacom to Romital Ltd, a 
cable company with licenses to operate in parent company of National Cable Networks in 
Moscow Region and parts of Moscow City. The 4Q'02. 
Fund invested $5M in May 2000. 

In 4Q 2002, Pentacom's parent company RBC 
exchanged its 100% interest in Pentacom for 1 % 
(11 shares) in Romital Ltd. (Cyprus), a parent 
company ofNational Cable Network, Pentacom's 
competitor. 

Concurrently, the Fund holds 5.9% (67 shares) of 
Rornital through Anzani Ltd.(Cyprus based Fund 
holding company). In addition, Anzani transferred 
Rornital $133,333.33. For reference, please see the 
portfolio review for National Cable Network. 
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EQUITY Ownership* 
Shareholders Contribution Fully-Diluted 

The Fund $5,666,667 54.2% 

Mint Capital $3,833,333 26.5% 

Management N/a 19.3% 

* Proceeds of the Fund's remaining contribution of$200k were held with a wholly 
owned Cyprus holding company, with the amounts used to cover professional 
fees. 

Outlook Financial Information 

The Fund will complete post-sale activities (close 
down RBC and its subsidiary). 

(Dollars in ·ooos) 

12/31/02 12/31/01 
~ 

Months 12 12 

Revenu~ N/a $14 

Net Profit 

~ N/a ($3,193) 

Total Assets N/a $3,789 

Net Worth N/a $3,398 

IAS D ~ 

Audited D ~ 



Portfolio Review 
~£.~~~~~!~~ 
Portfolio Company: Nevsky 49 

Status: Satisfactory 

Investment Officer: Paul Price 

The Fund's Investments (12/31102) Date of Initial Investment: 07/98 

Equity 
Debt 

Total 

Committed 

$ 8,047,188 
$ 1,470,000 

$ 9,517,188 

Funded 

$ 8,047, 188 
$ 1,470,000 

$ 9,517,188 

Repaid Carrying Value* 

$0 
$ 980,000 

$ 980,000 

$ 8,047,188 
$ 490,000 

$ 8,537,188 

* Valued at cost. Debt commitment includes VAT loan of$490k. $100k of which was repaid in 4Q'02. 

Business Description 

ZAO Hotel Corporation (Nevsky 49), a Russian 
joint stock company, was established to develop a 
l 64 room first-class international hotel at 49 
Nevsky Prospect This is the :first privately owned 
and financed international quality hotel in St 
Petersburg and is managed by Radisson SAS (the 
"Operator"). 

The Fund initially committed $7M for 48.4% 
equity as part of a total financing package of 
$29M, with EBRD agreeing to match equity with 
$14.5M debt financing. Due to cost overruns and 
delays in closing EBRD's loan agreement, the 
project budget increased to $33M. The Fund 
committed a further $1M in equity of this $4M 
increase, diluting its position to 43.4%. 

Current Status 

The hotel's perfonnance has been excellent. At 
53.2% GOP margin, the hotel is the leader in 
Radisson SAS group. 

Total revenue for 2002 was $8.8M, 1% above plan 
as a result of a significant increase in occupancy to 
70.8% vs. budgeted 63.4%. However, the average 
house rate (AHR) was below plan at $151 vs. $159. 
In addition, a high interest expense level and a poor 
season in December resulted in a net loss of $286k . 
for the year. 

The hotel continues to be the occupancy leader in 
StPetersburg, outperfonning its next competitor by 
8%. The forecast for 2003 talces into account that 
position and further development of the market 

Nevsky 49 started repayment of the VAT loan -
$100k was repaid to the Fund in 4Q'02. 
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EQUITY 
Shareholders 

The Fund 

Radisson SAS 

Moscow-America 

Ucgen 

Contribution 

$8,047,188 

$4,599,693 

$3,022,345 

$2,870,844 

Ownership 
Fully-Diluted 

43.4% 

24.8% 

16.3% 

15.5% 

Outlook Financial Information 

2003 is expected to be an outstanding year for 
the hotel due to the city's 300-year anniversary. 
The most significant area for improvement is the 
reduction of debt. 

During I Q'03 the Fund will aggressively look for 
opportunities to replace the EBRD loan or to 
negotiate a margin reduction with EBRD. We 
have received refinancing offers from banks, 
including Raiffeisenbank. At the same time we 
are negotiating with co-shareholders to replace 
the subordinated debt at a rate of 9o/o, for an 
annual savings of $350k. We expect to finalize 
the process by the end of 1 Q'03. 

Another area of cost savings is property taxes. 
According to Russian tax legislation, a hotel 
providing services to the business segment is 
entiteled to an exemption. The annual savings 
will be $300k. We began negotiations with the 
local tax authority with the assistance of PWC. A 
final decision is expected to be made by the 
beginning of 2Q'03. 

(Dollars in 'OOOs) 

12/31/02 12/31/01 

Months 12 12 

Revenue $8,767 $2,352 

Net Profit 

!1filfil ($286) ($2,390) 

Total Assets $28,641 $29,064 

Net Worth $13,373 $13,659 

IAS ~ ~ 

Audited D ~ 
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Portfolio Company: Russian Integrated Logistics Solution 

Status: Satisfactory 

Investment Officer: Paul Sojianos 

The Fund's Investments (12/31/02) Date of Initial Investment: 10/02 

Committed Funded 

Equity $ 6,500,000 $ 3,700,000 

Debt 

Total $ 6,500,000 $ 3,700,000 

* At cost 

Business Description 

RILS.Management Ltd. ("RILS", or the 
"Company") is being developed on the existing 
platform logistics supplier, SBS Logistics Ltd., 
which was acquired to serve as a foundation 
vehicle. The Company will be developed to 
become a national, multi-category logistics and 
supply-chain services provider, serving both 
Russian and multi-national customers throughout 
the CIS. 

Repaid Carrying Value ·* 

$0 $ 3,700,000 

$0 $ 3,700,000 

Current Status 

The Company continues to exceed projections, 
having closed its first two months of operations 
(Nov.- Dec.'02) at 11 % above plan on revenue and 
9"/o above plan on EBITDA 

The Company executed its plan to purchase the 
Kazan warehouse facility, adding 4,800 sq. meters 
to its operating warehouse capacity, which now 
totals 40,000 sq. meters. 

Management continues to attract both foreign and 
domestic customers seeking supply chain solutions 
for Russia, most recently Novartis/Gerber. 

Recruiting and training are well under way with the 
addition of a new internal audit manager from PWC. 
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EQUITY Ownership* 
Shareholders Contribution Fully-Diluted 

The Fund $3,700,000 93.0% 

Pawel Moschkowitsch $500,000 7.0% 

AndreKhlus N/a 0.0% 

* As of December 31, 2002 the Fund owns 93%, of which 20% is held in trust by 
the Fund for Pawel Moschkowitsch (13%) and Andre Khlus (7%). The Fund will 
transfer 7% to Khlus in 1 Q'03 subject to conditions precedent set forth in the 
definitive documents. The Fund will transfer 13% to Moschkowitsch over two 
years in equal semi-annual installments pursuant to the terms and conditions in 
the Shareholders Agreement. 

Outlook Financial Information 

The focus remains on solidifying the Company's 
base and the implementation of standardized 
policies and procedures throughout the 
organization. 

The Company has identified a warehousing 
facility with an integrated customs clearing center 
in the Moscow region. RILS is currently 
conducting a due diligence review of the facility, 
with the expectation that this 12,000 sq. meter 
warehouse will be used as its Moscow 
warehousing headquarters. 

(Dollars in 'OOOs) 
--
* 12/31/02 12/31/01 

Months 12 12 

Revenue $1,659 N/a 

Net Profit 

~ ($98) N/a 

Total Assets $6,837 N/a 

Net Worth $4,580 N/a 

IAS ~ D 
Audited D D 

* November and December results only. 

$98k loss reflects one-time G&A 
expenses of approximately $250k (i.e. 
office move, renovation and IT upgrade). 
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Portfolio Company: SPAR Middle Volga 

Status: Satisfactory 

Investment Officer: Paul Price 

The Fund's Investments (12131102) Date of Initial Investment: 02102 

Equity 
Debt 

Total 

* Valuation at cost 

Committed 

$ 6,000,000 

$ 6,000,000 

Business Descriotion 

Funded 

$ 3,067,106 

$ 3,067,106 

On February 22, 2002, the Fund, in partnership 
with Sladkaya Zhizn (Longview Ltd.), the leading 
Nizhny Novgorod food distributor, created a new 
holding company, SPAR Middle Volga, to 
capitalize on a master franchise awarded to it by 
SP AR International for the Middle Volga region 
of Russia The franchise covers the city ofNizhny 
Novgorod and extends to four other regions along 
the middle Volga 

The new company acquired Sladkaya Zhizn's 
existing retail subsidiary and its retail operations, 
consisting of three operating food stores and two 
green-field sites. The Fund made an initial equity 
investment of$2.6M for 53.6% of the new 
company. The funds were used to extend and 
convert the existing three Nizhny Novgorod stores 
to SP AR format and to open three additional 
stores in 2002. SP AR Middle Volga plans to open 
ten additional stores by the end of2003. 

Repaid Carrying Value* 

$0 $ 3,067,106 

$0 $ 3,067,106 

Current Status 

Sales of$ l 1.5M for 2002 exceeded the budget by 
29%. Net income was $63k, below budget by 54o/o, 
due to the increase in interest expense on the loan 
financing and costs related to further development 
of the chain in the region. 

Currently, the Company operates 6 stores with a 
total trading area of 4,000 sq.m. All stores are 
profitable. The high income season in December 
was very successful for the Company with sales on 
sq.m. increasing from $140 to $210 per sq.m. per 
week. 

On September 26, 2002, the Company opened its 
first EUROSPAR in the city. This green-field 
development took 10 months. During 4Q'02 new 
store was opened in Dzerzhinsk. 
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EQUITY 
Shareholders Contribution 

Ownership 
Fully-Diluted 

The Fund $3,067,106 56.4% 

Longview Ltd. 

Outlook 

The Company is becoming a leading retail chain 
in the region ofNizhny Novgorod. All stores 
show outstanding performance with further 
potential for growth. The Company's pipeline of 
new sites supports this growth trend. 

In 2003, the Company plans to open one 
EURO SP AR and two or three SP AR format 
stores, start construction of three EURO SP ARs 
in Nizhny Novgorod and one in the Mari-El 
region. 

The Fund will focus on ensuring that the 
Company's management does not overreach and 
that attention to costs is sustained as expansion 
accelerates. 

The Fund is considering introducing equity 
partners during 2003 to raise additional capital to 
reach an adequate level of market presence. 

Nia 43.6% 

Financial Information 
(Dollars in 'OOOs) 

12131102 12131/01 

Months 12 12 

Revenue $11,464 Nia 

Net Profit 
(Loss) $63 Nia 

Total Assets $7,578 Nia 

Net Worth $4,096 Nia 

IAS ~ D 
Audited D D 



Portfolio Company: SPAR Moscow Holdings Ltd 

Status: Satisfactory 

Investment Officer: Paul Price 

Portfolio Review 

EQUITY 
Shareholders 

The Fund 

Elliot & Co., Inc (Management) 

Contribution 

$3,200,000 

Nia 

The Fund's Investments (12/31102) Date of Initial Investment: 10/00 • Management of the company contributed SPAR franchise. 

Equity 
Debt 

Total 

* Valued at cost 

Committed 

$ 4,000,000 
$ 8,000,000 

$ 12,000,000 

Funded 

$ 3,200,000 
$ 3,000,000 

$ 6,200,000 

Repaid Carrying Value * 

$0 $ 3,200,000 
$0 $ 3,000,000 

$0 $ 6,200,000 

Ownership• 
Fully-Diluted 

82.8% 

17.2% 

Business Description Current Status Outlook Financial Information 

SPAR Moscow Holdings ("SPAR") was 
established in July 2000 by the Fund and a 
leading Moscow distributor to develop a chain of 
supermarkets in Moscow and Moscow Region 
under a franchise from SPAR International, a 
leading global retail franchiser with over 17,000 
stores in 31 countries. 

In October 2000 the Fund acquired 75% of SP AR 
for $2M. This was the first stage of a three-stage 
investment project with a total equity requirement 
of$10M. 

The Varshavskoye store reached a sales level of 
$7 .2M during 2002, 5% below the budget, mainly 
due to increased competition. Metro is operating 
nearby and other Russian retail chains have opened 
stores in the area The net loss of $2M was 
primarily generated by the Head Office ($ l .5M), 
the remaining loss relates to depreciation and 
interest expense. 

Since Thomas Hora joined as GM, the Company 
has improved organizational processes, the sales 
margin has increased dramatically, and a 
management team of professionals has been 
developed. The main focus before year-end 2002 
was to reduce Head Office overhead and to push to 
open the Taganka store. 

The Taganka store was opened on February 19th, 

Thomas Hora formed a team of professionals, 
focusing on improvement of working processes, 
reduction of costs, increase in sales levels and 
active development of stores. The assessment of 
the team's performance will be possible after the 
end of 1 Q'03, once the Taganka store is well 
underway. 

The Company continues to search for new sites 
in Moscow. Currently, the site in Mitino is under 
active negotiation. Additionally, the Company is 
seeking other good locations in Moscow on 
Veshnyakovskaya and Nikulinskaya streets. 

In 2003, the Company plans to reach break.even 
as it opens new stores in high income locations in 
Moscow. · 

2003 with good performance ( 4,000 customers - The Fund is considering introducing new equity 
$30k sales on the first day). We expect that the store partners to develop the chain. 
will achieve breakeven very rapidly. 
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(Dollars in 'OOOs) 

12/31/02 12/31101 

Months 12 12 

Revenue $7,228 $2,222 

Net Profit 
(Loss) ($2,017) ($1, 719) 

Total Assets $4,544 $2,732 

Net Worth ($442) $232 

IAS ~ ~ 

Audited D ~ 
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Portfolio Company: SUN lnterbrew Limited 

Status: Sati.s/ actory 

Investment Officer: Paul Soflanos 

The Fund's Investments {12/31/02) Date of Initial Investment: 08/95 

Committed Funded Repaid Carrying Value * 

Equity $ 10,500,000 $ 10,500,000 $0 $ 7,316,400 

Debt $ 5,000,000 $ 5,000,000 $ 5,000,000 $0 

Total $ 15,500,000 $ 15,500,000 $ 5,000,000 $ 7,316,400 

* Based on 6/15/99 cash closing of strategic deal between SUN and Interbrew. Share price was $4.24 
after the split. 

Business Description 

SUN-Interbrew (the "Company") was created in 
June 1999 following the merger of Sun Brewing 
(the Ftind's original investment) with the CIS 
brewing businesses of Interbrew S.A, the 
privately owned Belgian brewing company. 

With the acquisition in 2000 of K.lin in Moscow 
and Rogan in Ukraine, the Company has eight 
breweries in Russia and four in Ukraine. Total 
capacity is approximately 8 million hectoliters in 
Russia and 4 million in Ukraine. Current capacity 
represents 16% of the Russian and 34% of the 
Ukrainian markets. 

Following the merger, senior Interbrew executives 
were appointed to key management positions. 

Current Status 

In December 2002, the Company began the 
implementation of a corporate restructuring and 
personnel optimization program. This program is 
designed to deliver a 10% reduction in the overall 
headcount across Russian affiliates by the end of 
2003. The Company's $300M capital investment 
program over the pa.51 three years for brewery 
renovations, operational and quality control 
systems, has improved efficiency and made this 
headcount reduction feasible. 
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EQUITY 
Contribution 

Ownership 
Shareholders Fully-Diluted 

Interbrew $253,923,828 65.0% 

SUN Trade International Ltd. 17.2% 

Institutional Investors 16.3% 

The Fund $10,500,000 1.5% 

Outlook 

Despite a general slowdown in the Russian beer 
market, the Company continues.sales volume 
growth validating its business development 
strategy. Further cost reductions should 
strengthen the Company's position, boosting its 
competitiveness in Russia. 

In October 2002, Joe Strella was appointed as 
General Manager of SUN Interbrew in Russia. 
Mr. Strella served as General Manager of 
Ukraine division since 2000. The Company 
believes that the new GM will successfully 
leverage his in-depth understanding of the 
brewing industry with his extensive worlc 
experience in Russia and Ukraine. 

Financial Information 
(Dollars in "'OOOs) 

Months 

Revenue 

Net Profit 

a&ill 

* 12/31/02 

12 

$345,928 

$6,774 

12/31/01 

12 

$349,751 

$20,003 

Total Assets $580, 162 $492,3 75 

Net Worth $405,958 $368,309 

IAS ~ ~ 

Audited D ~ 

* 9m2002 results only. 
In accordance with the Company policy 
the annual results will be available upon 
public announcement at the end of March. 
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Portfolio Company: Polygraf 

Status: Focus 

Investment Officer: Igor Litvak 

The Fund's Investments (12/31/02) Date of Initial Investment:.07/97 

Equity 
Debt 

Total 

* Valued at cost 

Committed 

$ 2,799,067 

$ 2,799,067 

Business Description 

Funded 

$ 2,799,067 

$ 2,799,067 

JSC Polygrafoformlenie ("Polygraf', or the 
"Company") is a leading producer of packaging 
materials. The Company is one of Russia's 
premier producers of printed folding cartons and 
label~ flexographic printed plain paper labels and 
high-relief printed folding cartons. It sells these 
products primarily to the confectionery, beverage, 
food, tobacco,-dairy, medical and pharmaceutical 
industries. Located in St Petersburg, Polygraf 
controls significant regional market share in each· 
of its business segments and is well positioned to 
benefit from import substitution. 

Polygrafwas founded in 1879 and privatized in 
1994. In July 1997, the Fund made a $1.7M 
installment of its $2.8M committed investment. 
The remainder was invested in November 1997. 
Late in 1998, Agribusiness invested $5M, at a 
premium to the Fund's investment, to fund plant 
acquisition. 

Repaid Carrying Value* 

$0 $ 2,799,067 

$0 $ 2,799,067 

Current Status 

The Company's 2002 financial results were well 
below plan. Sales were $43. 74M and EBITDA was 
$6.18M, which is just $1.lM and $5 IOk higher than 
in 2001, respectively. The 2002 results reflect 
significant currency losses and high interest 
expense due to increased indebtedness. 
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EQUITY 
Shareholders 

Management 

The Fund 

API 
Individuals 

Contribution 

N/a 

$2,799,067 

$5,000,000 

N/a 

Ownership 
Fully-Diluted 

45.0% 

22.2% 

22.2% 

10.6% 

Outlook Financial Information 

Management plans to improve client 
relationships and product-and-service package to 
increase the average order siz.e and attract new 
clients. In addition management is budgeting 
only a modest capital expenditure for 2003. 

Mayr Melnhof (MMK), which expressed interest 
in Polygraf last summer, seems unwilling to 
consider our latest $36.5M proposal. MMK is 
rumored to have approached a competitor, St 
Petersburg Carton Plant, with acquisition 
intentions. St. Petersburg Carton Plant is not only 
a packaging material producer but also a carton 
producer. The main reasons for MMK's move 
are: 
- Polygrafs slowness in providing necessary 
documentation to MMK last fall, including the 
audited 2001 results; 
- MMK's disagreement on the Company's 
valuation. 

Together with the management, we are 
developing alternative ways to realiz.e the value 
of our stake in the Company. 

(Dollars in 'OOOs) 

12/31102 12/31101 

Months 12 12 

Revenue $43,741 $42,587 

Net Profit 
~ $266 $2,595 

Total Assets $34,125 $23,729 

Net Worth $16,013 $15,746 

IAS ~ ~ 

Audited D ~ 



Portfolio Review 

Portfolio Company: Agribusiness Partners International LP. 

Status: Satisfactory 

Investment Officer: Paul Sofianos 

The Fund's Investments (12/31/02) Date of Initial Investment: 12/95 

Committed Funded 

Equity $1,250,000 $1,250,000 

Debt $ 3,750,000 $ 3,750,000 

Total $ 5,000,000 $ 5,000,000 

* Atcost 

Business Description 

Agribusiness Partners International L.P. (API) is 
a privately managed direct investment fund 
established to invest in companies working in 
food processing and agribusiness-related 
industries in the CIS. API is capitalized with 
$100M ($25M in equity and $75M- debt from 
private investors and OPIC respectively) and is 
managed by CIS Management Company LLC, an 
affiliate of America First Investment Company, an 
Omaha-based fund manager. In addition to its 
$5M investment, the Fund has co-investment 
rights with API. Unlike the other limited partners, 
the Fund's participation is not included in the 
guarantee by OPIC. 

In 1999 the Fund relinquished its board seat, as 
API is fully invested. 

Repaid Carrying Value * 
$0 $ 1,250,000 
$0 $ 3,750,000 

$0 $ 5,000,000 

Current Status 

In 2002 API sold one of its portfolio companies, 
Saint Springs, with a total return of $2~4M on a 
$2.2M investment, achieving an IRR of 1.4% per 
annum. API had an unrealized loss due to a 
valuation change in th~ Bagrationi project 

API continues to see serious interest from strategic 
investors in other portfolio companies, such as 
Tyson Foods expressing interest in Golden Rooster. 
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EQUITY 
Shareholders 

Archer Daniels Midland 

BV Capital Markets 

US West Pension Trust 

Others 

RHO Management 

The Fund 

America First 

Outlook 

Contribution 
Ownership 

Fully-Diluted 

$6,250,000 . 25.0% 

$5,625,000 . 22.5% 

$4,250,000 17.0% 

$3,884,800 15.5% 

$2,500,000 10.0% 

$1,250,000 5.00/o 

$1,250,000 5.00/o 

Financial Information 

API continues to focus on its key investments 
(RASKO, Golden Rooster) and on supporting the 
Fund in management of.the Polygrafproject. 

(Dollars in 'OOOs) 
--
* ** 12/31/02 12/31/01 

Months 12 12 

Revenue $1,938 $102 

Net Profit 
(LQill ($9,331) ($14,305) 

Total Assets $72,490 $76,357 

Net Worth ($30,100) ($20,769) 

IAS ~ ~ 

Audited D ~ 

* The audit will be ready by the end of 
March. 

** Other income includes net loss on 
portfolio companies 
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Portfolio Company: FunTech 

Status: Focus 

Investment Officer: Paul Sofianos 

The Fund's Investments (12/31/02) Date oflnitial Investment: 08/96 

Equity 
Debt 

Total 

Committed 

$ I,000,000 
$ I,000,000 

$ 2,000,000 

Funded 

$ I,000,000 
$ I,000,000 

$ 2,000,000 

Repaid 

$0 
$ 90,000 

$ 90,000 

Carrying Value* 

$0 
$ I80,000 

$ I80,000 

* At 6/02, wrote down debt to $180k based on agreement with the Company management and majority 
shareholder. Potential to receive additional payments in form of dividends but contingent on future 
profitability of the Company. 

Business Description 

FunTech is a Moscow-based company involved in 
Xerox copy equipment trading and services, 
including equipment repair. FunTech also 
operates seven full-service document centers. 

The venture was established by two Russian 
entrepreneurs, Evgeny Kolikov and Anatoly 
Shlugleit, with further investment by the Fund and 
Xerox. 

The Fund has invested a total of $2M, including 
$IM for the purchase of a 26% stake in the 
Company and a $IM, 4-year loan at I4% annual 
interest. Xerox invested at the same price as the 
Fund and acquired a 4 % stake. The Fund has two 
seats on Fun Tech 's Board of Directors; Xerox 
holds one seat, and the FUN Group holds the 
remaining two seats. 

Current Status 

The Company increased sales by 28% compared 
with 2001. However, gross and net margins were 
flat at the level of I6.I % and 2.8o/o, respectively. 
Management believes that the Company 
significantly improved its market position over the 
last year and has practically recovered from the 
I 998 crisis. 

Despite the positive financial results the Company 
has not met its obligations under the Memo of 
Understanding dated May 2002. Specifically, it has 
not been able to register an additional emission of 
shares with the AntiMonopoly Committee and the 
Federal Commission for Securities. The Company's 
reason for the lack of action is the negative value of 
net worth in its 200I balance sheet Management 
feared that the AntiMonopoly Committee might 
initiate bankruptcy of the Company upon seeing the 
negative net worth. 

During a meeting with management on Februmy 2I, 
2003 it was decided that the Company move 
forward with the registration of additional emission 
of shares with the support of the Fund as the net 
worth was positive in the 2002 prcrforma RAS 
balance sheet submitted to the tax authorities. 
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EQUITY 
Shareholders Contribution 

Ownership 
Fully-Diluted 

FUN Group N/a 70.0% 

The Fund $I,OOO,OOO 26.0% 

Rank Xerox $153,848 4.00io 

Outlook 

The registration will be processed in March 2003 
at the earliest. The share issuance will allow the 
Fund to convert the written-down portion of the 
debt into equity. 

The Company will buy back a portion of the 
shares (669,495 shares for $182k) through 
monthly installments over a period of 18 months 
starting four months after the successful 
completion of the new shares emission 
registration. After this period, the Fund's stake 
will be 47.5%. 

Financial Information 
(Do Ila rs in • OOOs) 

12/31/02 12/31/01 

Months 12 12 

Revenue $17,986 $14,016 

Net Profit 

a&ru $496 $404 

Total Assets $7,630 $5,608 

Net Worth ($645) ($1,141) 

IAS ~ ~ 

Audited D D 

* No IAS audit for 2001, only RAS 
financials were audited 

* 



Portfolio Review 

Portfolio Company: Genesee-Volkhov Connection, Inc. (GVCO) 

Status: Focus 

Investment Officer: Lori Singer 

The Fund's Investments (12/31/02) Date of Initial Investment: 04/97 

Committed Funded Repaid Carrying Value 
.. 

Equity $ 300,000 $ 300,000 $0 $0 

Debt $ 600,000 $ 600,000 $ 55,213 $0 

Total $ 900,000 $ 900,000 $ 55,213 $0 

* As of3Q99 the equity value was fully written down. As of3Q02, debt written down to zero as the 
likelihood of repayment is remote and any repayment will represent a fraction of the outstanding debt. 

Business Description 

Genesee-Volkhov Connection, Inc. (GVCO) is a 
U.S. corporation fonned in 1994. The Company 
is the product of a sister city program, which links 
Rochester, New York, and the Russian city of 
Novgorod. GVCO's founders sought to leverage 
their relationship with Eastman Kodak to build a 
network of Kodak minilabs. The Company owns 
and operates rrtinilab processing centers, as well 
as several additional sales points in and around 
the cities ofNovgorod, Tver, and Cheboksary. 

In.April 1997, the Fund acquired approximately 
24% of GVCO for $300K and extended a $600K, 
five-year loan to the company at interest of 10%. 
The Fund's current equity holding is 21.82%. 
Investment proceeds have helped finance 
GVCO's expansion plans, 'including the 
acquisition of 16 new Noritsu minilabs through 
1Q98. 

GVCO bas over 100 Russian employees and 27 
locations. 

- Current Status 

The Company lost its lease for its flagship 
processing and sales location at Novgorod 
Univermag department store. The Company is 
exploring other smaller drop-off locations but they 
offer only a portion of the revenue. 

The Company's latest proposal in February 2003 
restructures $245k debt to equity with $30k annual 
debt repayments (amortizing over 20 years at 8%). 
This would result in Fund equity ownership of 
30.9%. 

GVCO paid the Fund $30k in interest for 2002 in 
February 2003. 
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EQUITY 
Shareholders Contribution 

Ownership 
Fully-Diluted 

Other Shareholders $675,000 49.1% 

Management & Directors $400,000 29.1% 

The Fund $300,000 21.8% 

Outlook 

As GVCO's flagship location represented nearly 
half of revenue generated, it is highly unlikely 
that the Company will achieve its 2003 target 

E. Rudak.ov of the Fund plans to visit Novgorod 
in March 2003 to give us an objective view on 
the Company's status. At that point, we will move 
to restructure the debt. 

Financial Information 
(Dollars in 'OOOs) 

--.. 
12/31/02 12/31/01 

Months 12 12 

Revenue $798 $552 

Net Profit 

~ $26 ($48) 

Total Assets $539 $572 

Net Worth ($57) ($83) 

IAS ~ ~ 

Audited D ~ 

* PL and BS are based on managerial 
accounts. Audited results will be available 
in April. 



Portfolio Review 

Portfolio Company: Phargo Management And Consulting Limited 

Status: Focus 

Investment Officer: Paul Sojianos 

The Fund's Investments (12131/02) Date oflnitial Investment: 12/97 

Committed Funded Repaid Carrying Value * 
Equity $ 2,700,000 $2,700,000 $0 $ 200,000 

Debt $ 96,803 $ 96,803 $0 $0 

Total $ 2,796,803 $ 2,796,803 $0 $ 200,000 

* In December 2002 the Fund wrote down its initial investment to rero. Fund carries the investment at 
the cost of December round in Colville. 

BusinessDescription 

Phargo has held the Alphagraphics franchise 
rights for Russia since 1988. Alphagraphics in 
Russia was one of the first Russian-Western 
franchise joint ventures in Moscow and is well 
known in the western community. The Fund, in 
1997, initially invested $2.5M in equity directly 
into the Canadian legal entity, Phargo. In 1999 it 
added $96k in debt to the Cypriot subsidiary, 
Pentland. The carrying value was written down at 
the end of Q4'0~ to zero. 

Current Status 

In December 2002 the Fund unilaterally made a 
loan of$200k to the business. The purpose of this 
money was to bring order and governance to the 
Company and to provide the soft landing. 

A newly appointed Russian GM took active steps 
towards business restructuring: 3 of 5 stores were 
closed, staff was reduced to 35 persons from more 
than I 00 and the Company focused on core 
business maintenance, debt repayment and internal 
control. 

Outstanding debts to landlords, staff: suppliers and 
Alphagraphics (US) were paid. 
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EQUITY 
Shareholders 

P. Phelan 

Framlington 

The Fund 

Carr-Harris family 

Others 

Contribution 

$1,800,000 

$2,757,000 

$2,700,000 

$500,000 

N/a 

Ownership 
Fully-Diluted 

32.3% 

22.9% 

21.0% 

16.4% 

7.4% 

Outlook Financial Information 

On February 20, 2003 the majority shareholders 
approved the liquidation of the Canadian 
Corporation together with its Cypriot and Russian 
subsidiaries. 

(Dollars in ·ooos) 

12/31/02 12/31/01 

Months 12 12 

Revenue N/a $2,737 

Net Profit 
a&ru N/a $73 

Total Assets N/a $805 

Net Worth N/a $277 

IAS D ~ 

Audited D D 



Portfolio Review 

Other Investments - Small Business Portfolio 

As ofDecember 31, 2002 

Small Business (a) Micro enterprise Auto Lending Mortgage Lending (b) Total 

Disbursed $44,280,454 $1,001,956 $9,835,000 $185,236 $55,302,646 

Reflows 

Principal 40,757,202 945,695 9,116,076 122,112 50,941,085 

Interest ( c) 2,885,139 95,920 968,018 312,843 4,261,920 

Write-offs 2,803,170 - 32,973 - 2,836,143 

_ Loans Outstanding 720,082 56,261 685,951 63,124 1,525,418 

(a) Includes community lending, trade finance and direct loans. 

(b) Mortgage loan portfolio of the Fund was transferred to DC Mortgage effective January 1, 2001. The transfer price was $5,065,446 representing principal and 
accrued interest as of December 31, 2000 of $5,023,938 and $41,508, respectively. The remaining amounts in the table classified as Mortgage Lending represent 
two banks, Petrovsky and Industry & Construction Banlc, St. Petersburg, which were not included in the assignment. 

(c) As of April l, 2001, interest received by the Fund on small business, micro and auto lending programs, net of$3,500 per month, is then paid to DeltaBank for 
adminiStering the loan portfolios. The amounts reflected in the above table are stated at gross amounts received by the Fund. As of December 31, 2002 the Fund 
has paid DeltaBank a cumulative total of $725,567 in such fees. · 
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Portfolio Review 

Small Business Portfolio 

Credit Performance 
As of December 31, 2002 

Disbursed 
Number Amount Re,naid Good Pass/Watch EM Substandard Doubtful Write off 

Small Business Program % % % % % % % 
St. Petersburg 

Baltiskiy 51 $4,336,535 78 - - - - - 22 
Bank St. Petersburg 1 100,000 - - - - - - 100 
St. Petersburg Bank for R&D 9 685,000 100 
Inkasbank 11 882,000 100 
Bank of Moscow 1 100,000 100 
Dalnevostochny 2 110,000 100 

Moscow 
Business Development 4 ' 423,173 100 
Menatep 12 1,157,000 42 - - - - - 58 
Credo 3 207,000 - - - - - - 100 
Mosbusiness (Troitskoye) 1 100,000 100 
Mosbusiness (Pushkinskoye) 2 148,200 100 
Bank of Moscow (Kolomna) 4 271,700 50 - - - - 50 
Pro business 92 8,726,835 86 8 1 - 1 - 4 
Bank of Moscow (Moscow) IO 1,000,000 - 100 

Bank of Moscow (MBBffroitskoye loans) 8 810,388 38 - - - - 12 50 
GutaBank 2 109,500 100 

', 

MDM Bank (Trade Finance Program) 15 3,050,000 100 
First Mutual Credit 15 993,000 93 7 
International Industrial Bank 31 1,884,000 94 6 
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Portfolio· Review 

Small Business Portfolio 

Credit Performance 
As of December 31, 2002 

Disbursed 

I 
Number Amount Renaid Good Pass/Watch EM Substandard Doubtful Write off 

Small Business Program (continued) % % % % % % % 
Russian Far East 

Regio (Khabarovsk) 18 888,250 78 - - - - - 22 
Dahyb (Vladivostok) 18 1,112,000 94 - - - - - 6 
Dalnevostochny (Vladivostok) 24 1,260,278 100 
Dalnevostochny (Y uzhno-Sakhalinsk) 16 484,900 88 6 - - - - 6 
Primsotsbank 25 1,232,000 76 12 - - 8 4 
Primsotsbank (Dahybank loans) 13 1,057,880 77 - - - - 8 15 
Bank of Moscow (Khabarovsk) 7 270,000 100 

Kostroma/Y aroslavl 
First Mutual Credit (SBS/Kostroma loans) 3 58,000 100 
SBSAgro 2 15,000 100 
Y arsotsbank 7 679,000 100 

Rostov /Krasnodar IN ovorossiisk ~ 

Inkom (Krasnodar) 1 70,000 - - - - - - 100 
Promstroy (Rostov) 3 264,500 33 - - - - - 67 
Donlnvest (Rostov) 39 2,189,106 85 - - - - - 15 
Krasnodar (Krasnodar) 3 101,000 67 - - - - - 33 
Kuban (Krasnodar) 5 347,500 80 - - - - - 20 
Mosbusiness (Krasnodar) 2 130,000 100 
Center-Invest (Rostov) 19 749,900 84 - - - - 5 11 
Guta (Rostov) 2 50,000 100 
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Portfolio Review 

Small Business Portfolio 

Credit Performance 
As ofD~cember 31, 2002 

Disbursed 
Number Amount ReRaid Good Pass/Watch EM Substandard Doubtful Write off 

Small Business Program (continued) % % % % % % % 
Bank of Moscow (MBB!Krasnodar bank loans) 5 326,767 40 - - - - - 60 
Bank of Moscow (MBB/Novorossiisk loans) 1 150,000 100 
Pervomaisky (Krasnodar bank loans) 7 443,000 100 
Pervomaisky (Kuban) 1 100,000 100 
Pervomaisky (Krasnodar) 4 250,000 100 
First Mutual Credit (Krasnodar bank loans) 3 177,000 100 

Ekaterinburg 
Sevemaya Kazna 53 3,165,150 96 - - - - - 4 
UralVneshtorg 9 1,033,000 100 
Guta 5 180,000 100 

Community Lending Program 
Kostroma 17 510,400 100 
Petropavlovsk 31 1,466,492 93 7 

Direct/Other 
NrsbiF 4 275,000 100 
VostokLes 1 150,000 - - - - - - 100 

Total Small Business Portfolio 622 $44.280 454 87% 2% 0% 0% 1% 1% 9% 
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Prior Reserve 

Loans Charged Off 

Mortgage Portfolio charge off 
for transfer valuation to 
DeltaCredit 

Recoveries 

Additions to Reserve 

Calculated Reserve 

Reserve as a % of loans 
outstanding 

Portfolio Review 

Small Business Portfolio 

Loan Loss Reserve 

As of September 30, 2002 

Number Amount 

$853,57 4 (6/30/02) 

(251,187) 

6,326 

$608, 7,13 (9/30/02) 

29% 
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As ofDecember 31, 2002 

Number Amount 

$608, 713 (9/30/02) 

4 (117,293) 

11,270 

$502,690 (12/31/02) 

33% 



The U.S. Russia Center for 
Entrpreneurship (CFE) 

Committed 
Amount 

$1,679,000 

· Technical Assistance Program 

As of December 31, 2002 

Amount 
Funded Description Status 

$832,319 The Foundation for Enterprise Development is responsible for Ongoing. 
developing and managing the Center's educational content. The 
Center for Entrepreneurship designs and delivers innovative, 
interactive leamihg modules for growth entrepreneurs, direct 
entrepreneur peer-learning programs, conducts learning/networking 
events that bring together entrepreneurs with investment managers 
and policymakers to address policy and business issues, and 
manages a resource center to facilitate just-in-time learning for 
entrepreneurs. 

Since January, CFE successfully conducted two training modules to 
growth entrepreneurs, one on "Leading a High Performance 
Company" focused on the key HR issues of delegation and 
motivation. The second module, "Making Winning Presentations to 
Investors," was presented for the second time (tlie first being in 
November 2002), and was team-taught in Russian by two Russian 
entrepreneurs. Our third module, Entrepreneurial Marketing is 
scheduled for March 13, 2003. 

CFE has formed partnerships with several domestic and 
international organizations that promote entrepreneurship. CFE 
staged the successful launch of the first Young Entrepreneurs' 
Organization (YEO) chapter in Russia, and is assisting in planning 
YEO's fall international conference in Moscow. CFE also signed a 
partnership agreement with OPORA and OPORA Russia, the first of 
which is a leading Russian association of entrepreneurial 
associations, and the second of which is an association of Russian 
entrepreneurs. Finally, CFE signed a partnership agreement with the 
Association of Women Entrepreneurs, a national organization whose 
mission is to promote entrepreneurship among Russia's women. 
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Subtotal Center for 
Entrepreneurship 

Committed 
Amount 

105,000 

1,784,000 

Technical Assistance Program 

As of December 31, 2002 

Amount 
Funded 

102,970 

935,289 

Description 

Victor Sedov has accepted invitations to participate in several events 
that focus on enhancing entrepreneurship in Russia, including 
speaking on entrepreneurial education at the Association of Women 
Entrepreneurs' "Women Director ofthe Year" conference in early 
March, and on entrepreneurship in Russia at the Russian Economic 
Forum in London in April. He is also serving on the organization 
committee of the "All Russia Conference on Small Business" that 
will be held in Moscow in April (President Putin and Prime Minister 
Kasyanov attended the previous two conferences). 

CFE has initiated work on our web-based Resource Center. By the 
end of June, CFE will present two new training modules; launch first 
Moscow Venture Group networking event; and conduct the 
Entrepreneurs' Exchange. 

Early stage expenses not included in budget. 
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Completed. 



Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Direct Investments 
Cybiko 9,000 1,810 To obtain an independent valuation of the· commercial potential of Open. 

Cybiko's technological assets. 

Frank's Siberian Supreme 14,858 14,858 To implement an MIS and inventory monitoring, sales tacking and Completed. 
financial reporting system. 

Frank's Siberian Supreme II 8,200 8,200 Secondment by PriceWaterhouseCoopers staff member. Completed. 

Fun Tech 75,927 75,927 To acquire and implement management information and financial Completed. 
reporting systems. 

FunTechII 13,915 13,915 To provide training to Fun Tech employees in the areas of sales and Completed. 
special operating procedures for certain Xerox equipment and 
product knowledge as well as customer service. (Original grant 
amount was $17 ,000). 

FunTechID 32,112 32,112 To upgrade FunTech's accounting procedures and develop a model Completed. 
for GAAP restatement. (The original grant amount was $27,000; 
cost overrun due to CFO departure and ensuing additional training 
of replacement). 

GVCO 70,338 70,338 To purchase and install an MIS. Completed. 

Interstom 14,185 14,185 For Dr. Todd Nicol's consultancy services at the clinic. Completed. 
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Invacorp 

Invacorp II 

Invacorpill 

Junior Achievement 

Logistics Management 

Lomonosov 

Lomonosov II 

Lomonosovill 

Nevsky49 

·committed 
Amount 

100,000 

34,000 

22,200 

34,614 

38,000 

39,799 

19,350 

50,000 

69,102 

Technical Assistance Program 

As of December 31, 2002 

Amount 
Funded 

100,000 

34,000 

22,200 

34,614 

38,000 

39,799 

20,334 

50,000 

69,102 

Description Status 

To upgrade MIS. Completed. 

To cqnduct an audit of business processes and operational audit by Completed. 
Arthur Andersen. 

To perform an analysis of the existing MIS and supporting Completed. 
infrastructure to assess ability to support business requirements. 

To provide intensive business skills training to entry and mid-level Completed. 
management ofPlyko and St. Springs. 

To assist company in revising and reconciling its financial reports Completed. 
and procedures to better assess financial situation and determine 
value. 

To assist in restructuring and modernization of Human Resources Completed. 
Dept., including basic organization restructuring, establishing HR 
control policies and procedures, pay system rationalization and fine 
tuning employee incentives. 

To identify and recruit a candidate for the position of General Completed. 
Director. 

For upkeep and refurbishment of the LFZ Porcelain Museum which Completed. 
belongs to the State Hermitage Museum. 

To engage a Project Coordinator, Marc Bashaw, for six months or Completed. 
until EBRD disburses under the loan agreement, if that occurred 
later. Monthly fee of $5,000 plus expenses. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Plyko 248,556 248,556 To install and implement an MIS, retain an engineering consultant to Completed. 
assist in the ins!a:llation of a new production line and recommend 
operational improvements. 

Polygraf 50,000 50,000 To purchase and implement a U.S. GAAP MIS. Completed. 

Russian Petroleum Investors 150,000 150,000 To train Russian editorial and research staff. Completed. 

·RPI II 62,500 62,500 To cover 50% of the costs required for the publication of a special Completed. 
edition assessing the implications of Russian elections for foreign 
investors. 

Saint Springs 41,217 41,217 To cover the cost of training Saint Springs' employees, provided by Completed. 
the Center of Business Skills Development (founded_ with the help of 
a USAID grant). 

Saint Springs Ir 9,676 9,676 To cover 50% of costs to research regional distribution alternatives. Completed. 
(Original grant amount was $25,000). 

Segol RadioP AGE 43,625 43,625 To upgrade MIS to a Y2K updated version of existing Platinum Completed. 
software. 

Segol RadioP AGE II 5,400 5,400 To recruit a Finance Director. Completed. 

Segol RadioPAGE ill . 5,240 5,240 To contribute pagers for emergency services needed after the Completed . 
Ostankino TV Tower fire. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Descriotion Status 

Segol RadioPAGE IV 18,000 18,000 To cover the cost of accounting software support from Platinum™. Completed. 

Segol RadioPAGE V 132,220 132,220 To cover the cost of acting management and 100% of related Completed. 
expenditures, not to exceed $80,000 until June 30, 2001. Support 
given to assist Company to perform a merger with another_ business 
in the paging sector. Grant extended until October 21, 2001. 

Segol RadioPAGE VI , 6,102 6,102 To cover 100% of the recruitment cost for Financial Director, Completed. 
Nadezhda Rodina. 

Segol RadioP AGE VII 7,500 7,500 To pay costs related to the Uzbeki entity, including payroll, Completed. 
independent.valuation of operations, search firm and local lawyer. 

SP AR Middle Volga 75,qoo 75,000 To finance implementation of integrated retail MIS. Completed. 

SP AR Moscow Holdings 85,000 85,000 To establish and install MIS. Completed. 

TIME 2,462 2,462 To purchase and implement MIS. Completed. 

Ural Glass Company 19,000 19,000 U.S. GAAP audit. Completed. 

Financial Services 
Phase I 155,347 155,347 To expand activity in the Financial Services Sector, specifically Completed 

aimed at expanding the range of financial products and services 11130/99. 
through the development of leasing, mortgage and consumer credit 
activities. (Original grant amount was $150,000). 

Phase II 678,930 678,930 Phase II commencement ofDeltaLeas_ing and acquisition ofDRB. Completed 
(Original grant amount was $470,000). 5/31/00. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Phase ill 968,718 968,718 Phase ID management services to DeltaB~ (started 6/1/00). Completed 
(Original grant amount was $850,000). ~ 9/30/01. 

Phase IV 2.217:.904 2:1217,904 Continuing expansion of Delti.Leasing, DeltaCredit and DeltaBank. Ongoing 

Subtotal Financial Services 4,020:1899 4,020,899 

Private Fund 
Hausmann, W eber-Thedy 245,947 245,947 To engage the financial communications firm ofHaussmann, Ongoing. 

Weber-Thedy to attract private investors. 

Denning & Company 5,743 5,743 Monthly expense for fund raising. Ongoing. 

Nugent&Co. 103,589 103,589 Monthly retainer fees and expenses for fund raising. Completed 

·-
Pensions 2000 25,000 25,000 Pensions 2000 sponsorship fee -The New Europe: Berlin-Moscow Completed. 

Symposiums/Conferences 106,661 106,661 Delta Russia Fund fund raising meetings. Ongoing. 

Tucker Anthony 99,685 99,685 Monthly retainer fees and expenses for fund raising. Completed. 

Subtotal Private Fund 586,625 586,625 

Small Business 

Averon-MT 10,167 10,167 To upgrade computers. (SBP Entrepreneur of the Year- 1999). Completed. 
(Original grant amount was $10,000). 
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Committed 
Amount 

Bank Partner Program 48,062 
Management Conference 

Fartop 10,000 

Kanadsky Khleb 10,025 

Price WaterhouseCoopers 314,816 

Primsotsbank 52,100 

Subtotal Small Business 445,170 

Mortgage 

CMG 49,930 

CMG II 50,684 

Technical Assistance Program 

As of December 31, 2002 

Amount 
Funded Description 

48,062 Conference on issues of development and expansion of the range of 
financial services offered by Russian banks. Main purpose was to 
educate bank partner management in innovative lending products in 
the Russia market such as mortgage lending, auto lending and 
leasing. 

10,000 The grant was used to purchase and make software upgrades and to 
provide technical training in graphics production. (SBP 
Entrepreneur of the Year - 1997). 

10,025' To upgrade its MIS (SBP Entrpreneur of the Year- 1998). 

314,816 To present 13 sessions o'r Credit Analysis for Small Businesses to 
partner bank professionals. Also included training instructors to 
teach the course, travel and conference facilities. (Original grant 
amount was $452,022; portion used for Micro Credit Program). 

52..100 To provide IAS audits for 1998 and 1999 as well as restatement of 
Russian financials through June 30, 2000. Supports development of 
regional banking institutions in RFE, preparing the bank for 
consideration of~ equity investment by a western partner. 
(Original grant amount $65K). 

445,170 

49,930 To develop and promote a public awareness campaign for residential 
mortgage lending in Russia 

50,684 For August 2000 public awareness campaign. 
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Status 

Completed. 

Completed. 

Completed. 

Completed. 

Completed. 

Completed. 

Completed. 



Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Nicholas Chitov 21,518 21,518 Consulting services on development of the financial operation for Completed. 
mortgage originations and servicing. 

Nicholas Chitov II 12,173 12,173 Consulting services on development of the financial operation for Completed. 
mortgage originations and servicing. 

Denilor Ltd. 16,540 16,540 Public awareness campaign (radio advertising). Completed. 

Development of Mortgage 12,091 12,091 To evaluate and streamline originations and servicing system. Completed. 
Lending Origination and 
Servicing Software 

Development of Mortgage 10,000 10,000 Grant to consultant, Caroline Lee, to develop mortgage lending Completed. 
Lending Software software for servicing of residential mortgage loans. 

Danube Management 19,375 19,375 Public information hotline about mortgage lending (March 2001). Completed. 

Danube Management II 58,125 58,125 Public information hotline about mortgage lending.(June 2001). Completed. 

Diasoft 6,037 6,037 To develop mortgage originations and servicing software for use by Completed. 
Russian bankers to support development of residential mortgage 
lending. 

Fannie Mae 50,853 50,853 Fannie Mae provided a team with expertise in servicing operations, Completed. 
systems and the legal aspects of securitization to assist the Fund in 
assessing the feasibility of establishing a state-of-the-art mortgage 
loan servicing system in Russia. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Global Reputation management 25,008 25,008 To develop and promote a public awareness campaign for residential Completed. 
Corp. mortgage lending in Russia. 
Institute for Urban Economics 3,539 3,539 To train Russian bankers in residential mortgage lending through Completed. 

Certified Mortgage Lenders Course. 

Institute for Urban Economics 7,419 7,419 Certified Mortgage Lenders Course II. Completed. 
II 

- Institute for Urban Economics 5,556 5,556 To train Russian bankers in residential mortgage lending through Completed. 
ill Course ID. 

Institute for Urban Economics 18,107 18,107 To develop the internal instructions and procedures for commercial Completed. 
VI mortgage lending and construction period finance in Russia. 

Institute for Urban 2,480 2,480 To conduct training in mortgage lending to realtors. Completed. 
Economics VII 

Intrepid Marketing 4,500 4,500 To pay for recruitment of an Internal Control and Review Specialist. Completed. 

IMH Media Ltd. 15,771 15,771 Public awareness campaign (Moscow and St. Petersburg/Feb.-June Completed. 
2001). 

IMH Media Ltd. II . 5,782 5,782 Public awareness campaign (St. Petersburg/Feb.-June 2001). Completed. 

IMH Media Ltd. ID 2,304 2,304 Public awareness campaign (Moscow/Feb.-June 2001). Completed. 

Jiffy Traders Inc. 70,000 70,000 Press campaign (Feb.-June 2001) in Moscow. Completed. 

Jiffy Traders Inc. II 29,699 29,699 Press campaign (Moscow/Feb.-June 2001) Two grants. Completed. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Jiffy Traders Inc. IV 17,610 17,610 Public awareness campaign (St. Petersburg/Marketing Services Completed. 
Feb.-July 2001). 

Jiffy Traders Inc. V 12,063 12,063 Public awareness campaign (Photo Shoot). Completed. 

Jiffy Traders Inc .. VI 23, 756 23,756 Public awareness campaign (St. Petersburg/Marketing Services Completed. 
Feb.-June 2001). 

Jiffy Traders Inc. VII 49,194 25,194 Public awareness campaign (Marketing Services July-Sept. 2001) Completed. 

Mass Media Campaign 25,116 25,116 Public awareness campaign for residential mortgage lending. Completed. 

Mikhailov & Partners 11,293 11,293 July 2000 public awareness campaign. Completed. 

Mikahilov & Partners II 17,048 17,048 August and September 1000 public awareness campaigns. Completed. 

Mortgage Call Center Training 6,293 6,293 To train call center operators. Completed. 

Mortgage Lending 27,993 27,993 To develop an education and promotional film for the purchase of a Completed. 
home. 

NC Marketing Services 6,205 6,205 Public awareness campaign (St. Petersburg/Feb.-June 2001). Completed. 

Public Awareness Campaign 71,022' 71,022 To Mikhailov & Partners for public awareness campaign for Completed. 
(Moscow) residential mortgage lending in Moscow (2 separate grants-$61,93 7 

and $4,350). 

Public Awareness Campaign 17,871 17,871 To Mikhailov & Partners for public awareness campaign for Completed. 
(St. Petersburg) residential mortgage lending in St. Petersburg. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Public Awareness Campaign 41,829 41,829 To develop and promote a public awareness campaing for residential Completed. 
mortgage lending in Russia. 

Public Awareness Campaign 18,888 18,888 To develop and promote a public awareness campaign for residential Completed. 
mortgage lending in Russia. 

RadioP AGE Call Center 99,092 99,092 RadioP AGE established mortgage call center to provide necessacy Completed. 
information to the general public. (Includes 3 grants: $48, 714, 
$45, 792 and $3,966). 

Telford - Phase II 17,000 17,000 Phase II of the mortgage originations and servicing software - Completed. 
default administration servicing development. 

Telford - Phase ill 17,000 17,000 Phase ill of the mortgage originations and servicing software - Completed. 
default administrat.ion servicing software development. 

Telford - Phase IV 16,000 16,000 Phase IV of the mortgage originations and servicing software - Completed. 
escrow agreement monitoring and servicing software development 

Telford 49,980 49,980 To develop mortgage originations and servicing software for Completed. 
residential mortgage lending. 

Telford 58,871 58,871 To develop mortgage originations and servicing software for Completed. 
residential mortgage lending. 

Telford 102720 102720 Implementation of module of current deposits and payments. Completed. 
Subtotal Mortgage L145.209 L1451209 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount . Funded Description Status 

Leasing 
RCMLeasing 20,800 20,800 To purchase MIS and computer support to upgrade existing Completed. 

reporting. Program supports development of leasing in southwest 
Russia. (Original grant amount was $30,000). 

RCM Leasing II 28,051 28,051 To research the expansion of leasing activity in Moscow, St. Completed. 
Petersburg and Ekaterinburg, including the legal work required to 
activate leasing activity in these regions. (Original grant amount 
was $25,000). 

RCM Leasing ill 35,371 35,371 To create a GAAP module within MIS to allow for transparent Completed. 
financial statements. (Original grant amount was $50,000). 

RCM Leasing IV 6,000 6,000 To create an internet website (www.leasing.ru) that will allow Co~pleted. 
promotion of leasing services and educate Russian businesses on 
leasing. 

RCM Leasing V 40,000 40,0,00 To cover cost of an audit under GAAP that will allow Company to Completed. 
improve financial reporting. (Original grant maximum amount was 
$45,000). 

DeltaLeasing 4.018 4,018 To develop the content of the internet website (www.leasing.ru). Completed. 
(original grant $12k). 

Subtotal Leasing 134,240 134240 

Micro Credit 
Opportunity International 100,000 100,000 To develop microenterprise lending programs in selected regions in Completed. 

Russia. 
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Technical Assistance Program 

As of December 31, 2002 

Committed Amount 
Amount Funded Description Status 

Price WaterhouseCoopers 19,982 19,982 Component of Bank Partner Program Grant (see above). Completed. 

Russian Women's 50,000 50,000 To fund micro loan portfolios of Fund for the Support of Women Completed. 
Microfinance Network Entrepreneurs. 

Volkhov Business Incubator 2,607 2,607 To pay for Volkhov's executive director's registration fees and Completed. 
expenses for the third annual seminar on new development in 
Frankfurt, Germany. (Original grant amount was $2,500). 

Volkhov II 168,800 168,800 To convert the Fund's existing loans to a grant in order for the Completed. 
company to become self-sustaining. 

Working Capital/Counterpart 50,000 50,000 To fund a micro loan portfolio in Nizhny Novgorod. Completed. 

Working Capital/Counterpart 498,126 498,126 To develop a microenterprise lending program in the Russian Far Completed. 
· East. (Original grant amount was $500,000). 

Working Capital/Counterpart 100,000 100,000 To fund a microlending portfolio in the Russian Far East made in Completed. 
lieu of a portion of loan financing. 

Working Capital/Counterpart 1,750 1,750 To conduct an audit of Micro Credit Operations. (original amount Completed. 
$48k) 

Working Capital/Counterpart 16,550 16,550 To fund a micro loan portfolio in Khabarovsk, made in lieu of a Completed. 
portion of the loan financing. 
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Working Capital/Counterpart 

Working Capital/Counterpart 
Subtotal Micro Credit 

Total 

Committed 
Amount 

10,800 

101,250 
1, 119,865' 

$11.387 ,245 

Technical Assistance Program 

As ofDecember 31, 2002 

Amount 
Funded 

10,800 

101,250 
1,119,865 

$10,330,893 

Description 

The grant was used to fund a micro loan portfolio managed by 
Working Capital Russi~ a micro lending program in Khabarovsk. 

For the conversion of loan balance to a TA grant. 
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Status 

Completed. 

Completed. 



Principles for Environmental Management 

The U.S. Russia Investment Fund (the "Fund") is a private, non-profit corporation funded 
initially by the U.S. Government to encourage the development of private businesses in 
Russia. An important aspect of this task is to encourage the emerging private sector to be 
sensitive to the environmental implications of its activities and, where necessary, work to 
improve over time any negative environmental repercussions of such activities. To this 
end, the Fund will seek io ensure that it and the firms in which it invests will not support 
any activity that poses a significant threat of irreparable harm to the environment. 

In making decisions regarding investments, the Fund will, whenever practicable, attempt 
to follow the policies underlying the International Chamber of Commerce's Business 
Charter for Sustainable Development and the CERES Principles. While committed to 
improving the Russian environment, the Fund recognizes that the unique circumstances 
in Russia, particularly the existence of significant environmental degradation caused by 
previous environmental practices, di9tate that the process of improving environmental 
performance in Russia will be ongoing and gradual. Under such conditions, the Fund 
cannot guarantee the attainment of specific environmental objectives, but it is committed 
to ensuring that the firms in which it invests take steps to mitigate environmental 
degradation. · 

In practice, the Fund's efforts to encourage continuous improvement of the 
environmental posture of firms in which it invests and of Russian business generally will 
take several forms. First, the Fund will consider the environmental posture of a firm as 
part of the standard application and project evaluation process. As a project moves 
through the approval process, environmental issues will be discussed as necessary. In 
cases where the business for which investment is sought causes adverse environmental 
impacts, the Fund will finance only those investments which over the long term will raise 
environmental compliance levels. 

Second, the Fund will expect management of the firms in which it invests to demonstrate 
a commitment to improving the environmental performance of their firms and to reducing 
the harmful effects their products, processes, or operations have had or do have on the 
environment. To this end, whenever possible, the Fund will encourage the enterprise in 
which it invests to modify activities and operations to mitigate harm to the environment. 

Third, once financing is made available and, where feasible and necessary, the Fund will 
attempt to arrange for ongoing advice and technical assistance to firms in which it 
invests. Such monitoring and advice with respect to environmental performance will be a 
part of this ongoing relationship. , 
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Policies and Practices Conducive to Private Sector 
Development 

Delta Financial Services Group is actively working with the State Duma on enacting 
legislation conducive to the growth of a market economy and the private sector. 

The Fund, through DeltaLeasing and the Fund's Bank Partner Program, is one of the 
leading providers of small business finance in Russia. The Fund provides much-needed 
debt financing to small businesses operating in Russia to purchase new equipment, 
expand through working capital loans, and grow their businesses. The Fund provides 
comprehensive lending policies, financial models for credit analysis, marketing, and 
monitoring. Based on the Fund's efforts, Russian banks have noted that portfolios of 
small businesses have performed well even during difficult macroeconomic periods. The 
concept of lending to the small business sector is being accepted more and more by 
Russian banks. Several Russian bank partners of the Fund have even begun lending to 
this sector using their .own capital, helping to further promote economic development in 
regional economies. Finally, credit policies and analysis techniques within Russian 
banks have been strengthened through the efforts of the Bank Partner Program. 

DeltaLeasing is the leading provider of long-term equipment leases to small to medium
sized enterprises in Russia. The leasing operation provides expansion capital for small 
businesses and entrepreneurs who would not be able. to access intermediate term loans 
from banks. DeltaLeasing has made considerable progress on improving and 
streamlining legislation for small businesses in the leasing sector. DeltaLeasing serves as 
a model for other Russian entities to provide lease financing to small businesses and 
entrepreneurs. · 

DeltaCredit is the leading provider of residential mortgages in Russia. DeltaCredit has 
been instrumental in providing the framework for mortgage lending in Russia and is 
actively involved with the State Duma in enacting legislation which will help the market 
grow. DeltaCredit has also provided industry guidelines, technology, policies and 
procedures and financing to ensure that mortgage lending in Russia is firmly established. 
DeltaCredit is helping to write and develop the appropriate legislaticm to facilitate the 
securitization of mortgage assets in Russia. The target market of Delta Credit is the 
em·erging middle class of young Russians and entrepreneurs seeking better living 
conditions through mortgage finance. Through home ownership, DeltaCredit is helping 
to build a stable and responsible middle class in Russia. DeltaCredit currently serves 
Moscow, the Moscow Region and St. Petersburg. 
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Policies and Practices Conducive to Private Sector 
Development 

DeltaBank is transforming the financial services industry through several channels. The 
bank has adopted a consumer finance strategy focusing on credit cards, consumer 
finance, and corporate lending. DeltaBank recently launched the first revolving credit 
card in Russia which will introduce thousands of Russians to credit for the first time. 
Russia's leading retailer, IKEA, has selected the bank to offer DeltaBank credit cards to 
IKEA's customers. This partnership will give DeltaBank access to up to 3.5 million 
IKEA customers in Moscow alone. DeltaBank is expanding its retail banking services to 
the middle class and will serve as a role model to other banks developing in the 
marketplace. 
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Financial Controls 

Compliance with U.S. Patriot Act 2001 

The broad anti-terrorist program launched after the tragic events of September 11, 2001, are 
designed, among other things, to deter money laundering and other illicit movements of funds. The 
U.S. Russia Investment Fund has reviewed its procedures in this connection following that 
program's launch. 

Even before the broad anti-terrorist package, called the USA Patriot Act of 2001 (the "Act") was 
signed by President Bush, legal entities of the Delta Financial Group "DFG", includingDeltaBank, 
DeltaCredit and DeltaLeasing had established comprehensive anti money laundering procedures. 
These procedures include "Know Your Customer Policy" and anti-money laundering training 
sessions. DFG entities are in full compliance with the requirements of the Act. 

Since the introduction of the Act, a number of steps have been taken, including: 

1. Certification 

By December 25, 2001 DeltaBank and DeltaCredit sent certifications to American banks that they 
have correspondent accounts with, confirming: 

( 1) companies are not shell banks (a foreign bank that does not have a physical presence in 
any country); 

(2) Nostro accounts are not being used to indirectly provide services to a foreign shell 
bank; 

(3) direct and indirect owners of the banks; 
( 4) name and address of a person who resides in the US and is authorized to accept service 

of legal process for recording a correspondent account. 

2. Policies and Procedures 

DeltaBank, DeltaCredit and DeltaLeasing established appropriate, specific, and, where necessary, 
enhanced policies, procedures and controls designed to detect and record instances of money 
laundering (this was completed ahead of the required deadline of April 25, 2002). Each company 
designated a compliance officer and established ongoing employee anti-money laundering training. 
In addition, each company has an independent audit function to test programs, supervised by the 
Fund's VP of Planning and Con~ol. 

3. Statutory Regulations 

DeltaBank, DeltaCredit and DeltaLeasing also fully comply with Russian regulations, in particular, 
with a law on combating money laundering [Federal Law "the Law" No. 115-FZ, dated August 7, 
2001 "On Counteraction of Legitimization (Laundering) of the proceeds of Crime"], adopted by 
Russia in preparation for joining the WTO. 
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The Law, effective as of February 1, 2002, introduces government monitoring of certain 
"suspicious" operations with the purpose of preventing money laundering. It requires 
financial organizations including; among others, banks and leasing companies, to disclose 
information on certain transactions to an authorized government agency. 

The Law distinguishes two sets 9f rules for disclosing information: "compulsory" and 
"discretionary" rules. "Compulsory" rules require disclosure of information by financial 
organizations when a particular organization falls within the exhaustive list of operations 
set forth in the Law. ·This list includes certain cash operations, transactions with 
anonymous holders' accounts, operations of an entity registered for less than three 
months, financial lease operations and other operations. Financial organizations must 
submit data on such operations to the Authorized Agency, the Russian Federation 
Committee on Financial Monitoring. 

The second set of rules introduces a "discretionary" criterion for disclosing information, 
based on a financial organization's internal control over clients operations. When 
carrying out internal control, if an employee of a financial organization determines that 
the purpose of a particular operation is money laundering, the employee is obligated to 
submit relevant information to the Compliance Officer of the organization, who, after 
verification, submits it to the Authorized Agency. The best practices of major western 
financial organizations were used as the basis for the "discretionary" internal controls of 
DFG. 

4. Databases 

DFG customer databases were checked for any relationships with a list of alleged 
suspects under investigation by FBI in connection with the World Trade Center and 
Pentagon attacks, as well as against the Office of Foreign Asset Control "OF AC" 
Specially Designated Nationals list. No suspicious entities or individuals were revealed, 
with all names being "clean". An automated OFAC monitoring system is being installed 
in DFG entities for screening purposes. 
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The A 
U.S. Russia \ ( 
Investment Fund 

Lori I. Singer 
Vice President and CFO 

Mr. Kenneth A. Lanza 
Director, Economic Growth Office (EE/EG) 
Bureau for Europe and Eurasia 
U.S. Agency for International Development 
Room 5.08-101 
1300 Pennsylvania Avenue 
Washington, D.C. 20520 

Dear Mr. Lanza: 

The U.S. Russia Investment Fund 
545 Fifth Avenue 

Suite 300 
New York, NY 10017 

212 818-0444 
Fax 212 818-0445 

March 1, 2003 

I have reviewed the payroll records for The U.S. Russia Investment Fund (the "Fund"). 
Based on this review, no employee or consultant of the Fund is being paid a salary in 
excess of $150,000 per annum. 

I have confirmed with our Direct Investment and Financial Services senior management 
that no staff member of an affiliate/subsidiary or majority owned investment is being paid 
a salary in excess of $150,000 per annum from the USG grant. 

Sincerely, 

~· 
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The U.S. Russia Investment Fund 

Statement of Investment Operations 

For the Quarter Ended December 31, 2002 

INCOME 

Interest, fees and dividends on investments and loans 

Interest on cash and ea.5h equivalents 

Total income 

EXPENSES 
Personnel 

Occupancy 

Depreciation and amortization 

Telecommunication 

Administrative 

Professional services 

Employee travel 

Directors expenses 

PR and Marketing 

Staff training and development 

Total expenses 

Excess of operating expenses over income 

REALIZED AND UNREALIZED GAIN CLOSS) 
Unrealized loss on investments 
Realized gain on investments 
Provision for loan loss 
Foreign currency translation loss 
Net realized and unrealized gain (loss) 

Net decrease in fund balance resulting from investment operations 
U.S. Government grants utilized for program expenditures 
Technical assistance grants utilized 

Net change in fund balance 
Fund balance- beginning of the period 
Fund balance - end of the period 
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$ 146,828 

29.331 

176,159 

1,298,762 

151,084 

43,501 

65,173 

137,290 

464,352 

161,300 

47,346 

70,288 

13,483 

2,452,579 

(2,276,420) 

(l,411,000) 
1,412,920 

-
{1.707) 

213 
(2,276,207) 

-
(699,085) 

(2,975,292) 
128.313, 764 

$125.338.472 



The U.S. Russia Investment Fund 

Balance Sheet 

As of December 31, 2002 

ASSETS 

Direct investments, at carrying value (cost $153,531,252) 
Bank Partner Program loans, net ofloan loss reserve of$502,690 

Total investments 

, Cash and cash equivalents 
Restricted cash (EBRD guarantees) 
Accounts receivable 
Fixed assets, net 
Prepaid expenses and deposits 

TOT AL ASSETS 

LIABILITIES AND FUND BALANCE 

Accounts payable and accrued expenses 
U.S. Government grants received and held for future program purposes 
Total Liabilities 
Fund Balance 

TOTAL LIABILITIES AND FUND BALANCE 
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$119,632,415 
1.022.719 

120,655,134 

1,478,683 
3,000,000 

441,340 
290,203 
638.413 

$126.503.773 

$1,165,301 

1, 165,301 
125,338.472 

$126.503 773 



The U.S. Russia Investment Fund 

Statement of Cash Flows 

For the Quarter Ended December 31, 2002 

CASH FLOWS FROM OPERA TING ACTIVITIES 

Net change in fund balance resulting from investment operations 
Adjustments to reconcile net change in fund balance to net cash used in operating activities: 

Depreciation and amortization 
Provision for loan losses 
Umealized loss on investments 
Realized gain on investments 

Changes in .operating assets and liabilities: 
Accrued interest 
Accounts receivable 
Prepaid expenses and deposits 
Accounts payable and accrued expenses 

Net cash used in operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Cash received from U.S. Government grants 
Technical assistance grants expended 
Direct investment disbursements 
Direct investments principal repayments and sales proceeds 
Bank Partner Program loan disbursements 
Bank Partner Program principal repayments and recoveries 
Purchase of fixed assets 
Restricted cash 

Net cash used in investing activities 
Net decrease in cash and cash equivalents 
Cash and cash equivalents, beginning of period 
Cash and cash equivalents, end of period 
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$(2,276,207) 

43,501 

1,411,000 
(1,412,920) 

651,556 
61,697 

(568,757) 
(2,090, 130) 

(699,085) 
(6,830,374) 
6,142,004 

490,951 
(15,545) 

02.049) 
(3002,179) 
4480,862 

$1.478.683 



Fund Draw Downs vs.· Actual Expenditures 

From Inception through December 31, 2002 

Actual ExEenditures 

Beginning Total Small Cash Ending 

Fiscal Cash Draw Direct Business Technical Operating Restricted Less Total Net Cash 

Yw Balance .Downs Investments Programs Assistance Expenditures Cash Re flows Expenditures Balance 

1994 - 13,238,645 1,095,564 27,500 2,462 6,637,438 74,139 7,688,825 5,549,820 

1995 5,549,820 39,652,512 28,611,003 2,304,373 - 11,560,000 958,391 41,516,985 3,685,347 

1996 3,685,347 35,300,000 19,929,107 3,132,354 461,556 10,7-51,806 2,522,923 31,751,900 7,233,447 

1997 7,233,447 31,750,000 25,174,735 5,494,480 597,908 8,685,039 5,455,601 34,496,561 4,486,886 

1998 4,486,886 45,081,000 23,162,733 14,592,616 603,295 8,598,507 8,340,654 38,616,497 10,951,389 

1999 10,951,389 5,440,000 15,182,907 5,892,503 795,276 10,072,528 19,892,485 12,050,729 4,340,660 

2000 4,340,660 50,500,000 40,975,177 19,855,438 1,863,370 9,700,736 24,702,399 47,692,322 7,148,338 

2001 7,148,338 15,500,000 35,790,022 3,455,382 2,135,645 8,709,070 38,057,651 12,032,468 10,615,870 

2002 10,615,870 19,500,000 44,332,426 548,000 3,172,309 11,347,191 3,000,000 36,764,917 25,635,009 4,480,861 
P.~ 

YID2003 4,480,861 - 6,830,374 - 699,085 2,829,005 IJ13Jf, 020 7,356,286 3,002,178 1,478,683 

255,962,157 241,084,048 55,302,646 10,330,906 88,891,320 3,000,000 144, 125,446 254,483,474 

~ <b ')...'l)(l-( 
-;:: 
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Strategic Framework Matrix 

Goal: Establishment/Strengthening of SME's Across Different Sectors/Regions 
I. Direct Investment Portfolio Digest: 

Total Cost Current 
Basis Valuation Number Woman-owned2 Sales 

($million) ($million) of % ($ million) · 
Firm Name 12/31102 12/31/02 Jobs 

Agribusiness Partners 5.00 S.00 50 0.8 
Cybiko l.56 .56 50 11.5 
Delta Auto Lease 0.98 0.98 10 NIA 
DeltaBank 21.25 21.25 160 2.4 
DeltaCredit 33.22 33.22 150 1.8 
DeltaLeasing 12.63 12.63 58 1.6 

DeltaLeasing - Far East 4 .05 4 .05 12 0.3 
EGAR Technologies 0.50 0.50 
Fun Tech 1.91 0.18 95 15.5 
Genesee-Volkhov Connection 0.84 0.00 100 14.5% 0.8 
!NTH 4.38 4 .38 100 6.1 
Interstom 0.08 0.08 12 NIA 
National Cable Network 0.13 0.13 
Nevskv49 8.54 8.54 250 6.5 
Paoersoace 0.03 0.03 10 NIA 
Pentacom 5.67 0.17 17 NIA 
Phargo Management 2.80 0.20 35 3.0 
Polve:rafoformlenie 2.80 2.80 616 44.4 
Port.ru 1.00 0.09 65 1.2 
Russian lntee::rated Loe:istics 3.70 3.70 
SPAR Middle Volga 3.07 3.07 200 3.1 
SP AR Moscow Holdings 6.20 6.20 280 5.3 
StorvFirst Communications 7.50 4.56 200 40.3 
SUN-lnterbrew 10.50 7.32 10,000 410.4 
Time 0.01 0.01 18 0.3 
TOTAL DIRECT 138.35 119.65 
INVESTMENT 

2 Please note that a significant number of investors are institutional as opposed to individuals. 
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Return on Equity 
(%) 

Location 
NIA Moscow 
-83 Moscow/California 

NIA Moscow 
-19 Moscow Moscow region, St. Petersburg 
-30 Moscow, St. Petersburg 
43 Moscow, St. Petersburg, Rostov, Samara, Nizhny 

Novgorod, Ekaterinburg 
0 Vladivostok 

34 Moscow 
0 Novgorod/Rochester 
1 Moscow/California 

39 Rostov-on-Don 

-16 St. Petersburg 
NIA Munich 
NIA Moscow region 
-46 Moscow 
16 St. Petersburg 
-8 Moscow 

-14 Nizhny Novgorod 
18 Moscow 

-59 Moscow, St. Petcrsbura 
3 Moscow 

NIA Moscow 



Strategic Framework Matrix 

2. Bank Partner Program 

Women 
owned 

# Companies/ companies Principal Interest &Fees Loans 
Disbursed borrowers and% Reflows Re flows Write-Offs Outstandin2 

Small Business<•) <2) 44,280,454 622 209/34% 40,757,202 2,885, 139 2,803, 170(3) 120,982 

Micro Enterprise<2) 1,001,956 390 115/30% 945,698 95,920 - 56,258 

Auto Lending{2) 9,835,000 1,371 411/30% 9,116,076 968,018 32,973 685,951 . 

Mortgage Lending(4
) 185,236 16 8/50% 122,112 312,843 - 63,124 

Total Bank Partner 55,302,646 2,399 743/31% 50,941,088 4,261,920 2,836,143 1,525,415 
-~~~~ 

Cl> Includes community lending, trade finance and direct loans. 
<l> Starting 04/01/01 interest received by the Fund on small business, micro and auto lending programs, net of$3,500 per month, is then paid to DeltaBank for administering 

the loan portfolios. The amounts reflected in the table are gross amounts received by the Fund. As of 12/31/02, the Fund has paid DeltaBank a total of$725,567 in such fees. 
lJ> The majority of these amounts occurred at the start up phase of the program. 
<4> The Fund's Mortgage loan portfolio was transferred to DC Mortgage effective January 1, 2001. The transfer price was $5,065,446 representing principal and accrued interest 

as of 12/31/00 of$5,023,938 and $41,508, respectively. The remaining amounts in the table classified as Mortgage Lending represent two banks, Petrovsky and Industry & 
Construction Bank, St Petersburg, which were not included in the assignment 

73 



Strategic Framework Matrix 

Objective 1: Investments _in SMEs in Different Sectors (in millions) 

1. Cumulative Investment through end of fiscal year indicated. 

Actual Projected 

By the end of 
Invested to Date 2003 2004 the Fund 

Direct Investments 1 241.1 282.0 337.0 411.0 

Bank Partner Program.1 55.3 56.0 56.0 56.0 

Technical Assistance 10.3 14.0 19.0 25.0 

Cash Operating Expenditure 88.9 90.0 90.0 90.0 

Reflows2 
(144~ 1) (142.0) (142.0) (142.0) 

FUND TOTAL 251.5 300.0 360.0 440.0 

1 The Fund's SME activities have been transferred from the Bank Partner Program to DeltaCredit, DeltaBank and DeltaLeasing Far East. The cumulative 
investment to date in these financial service companies if over $I OOm. 
2 Assumes sufficient reflows to support all or part of operating expenses from 2003 onwards. 
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Strategic Framework Matrix 

2. For Small Business and Micro-Lending, show the planned break-even year, including cost of funds. 

Planned year for break-even 

Small NIA' 
Micro N/A1 

3. Does the Fund have a target ratio for Ope.rating Expenses (gross) as a percent of Authorized Capital? 

I --~-~ I :.:.~~ - - -- 1 

4. By what year does the Fund expect to be fully invested? 

I :iii~ I 

5 No plans for these programs to breakeven as most of the value will be transferred to the Fund's financial service investments 
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Strategic Framework Matrix 

5. What "profitability ratio" (Net Assets/Cash Drawn) does the Fund aim for at termination? 

Actual 06/30/02 Target, End of Fund 
49% 100% 

*Net Assets: $126,503, 773 
Cash Drawn: $255,962,157 

Objective 2: Capital Under Management By The Fund From Other Sources 

1. None at this time. 

2. Does Enterprise Fund plan to raise a Private Fund? 

Yes/No Target Target Closing Date 
Amount 

Yes $100m Summer2003 
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Strategic Framework Matrix 

3. Other capital mobilized· by Fund to date. 

Cumulative 12131102 
Finn/Org Amount ($millions) 

us Archer Daniels Midland 25.0 
AIG Brunswick 3.3 
Alliance ScanEast 3.0 
America First 5.0 
Botts-Allen 7.5 
Capital Research 25.0 
CS First Boston 2.1 
Equitable 6.7 
KKR 4.2 
Mercurv Asset Mgt. 16.0 
Morgan Stanley Asset M2t 44.0 
Moscow-America 2.6 
News Corporation 5.0 
Private Investors 0.3 
US West 17.0 
TOTAL U.S. 164.1 

Non US Alfa Bank 5.0 
EBRD 34.5 
Framlington 19.7 
IFC 30.5 
Mint Capital 3.9 
Moscow Govt 5.2 
Ori flame 2.0 
Private Investors 2.6 
Quadriga Capital Holdin~ 1.0 
Radisson/SAS 4.0 
Renaissance 0.5 
Sector 12.0 
Societe Generale 6.1 
Stena 25.0 
Sun Capital 5.5 
YPF 15.0 
TOTAL NON-U.S. 175.1 
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Strategic Framework Matrix 

4. Financial Institutions Created/Strengthened. In "Amount", show other capital mobilized to date. 

Small Business Pro2ram Amount 

Russian Far East 
Regio (Khabarovsk) $888,250 
Dalryb (Vladivostok) 1,112,000 
Dalnevostochny (Vladivostok) 1,260,278 
Dalnevostochny (Yuzhno-Sakhalin) 484,900 
Bank of Moscow (Khabarovsk) 270,000 
Primsotsbank 2,289,880 
Kamcbatagroprombank 1,466,492 

Northern Rel!:ion 
Bank St. Petersburg 100,000 
Baltiskiy 4,336,535 
Bank Moscow (St. Petersburg) 100,000 
Dalnevostochny (St. Petersburg) 110,000 
Inkasbank 882,000 
St Petersburg Bank for Reconstruction and Development 685,000 

Urals 
Gutabank 180,000 
Sevemaya Kazna 3,165,150 
Uralvneshtorg 1,033,000 

Southern Russia 
Center-Invest (Rostov) 749,900 
Donlnvest (Rostov) 2,189,106 
Gutabank (Rostov) 50,000 
Krasnodar (Krasnodar) 101,000 
Kuban (Krasnodar) 347,500 
Bank of Moscow (Krasnodar) 326,767 

78 



Strategic Framework Matrix 

Small Business Program Amount 

Southern Russia (cont'd) 
Inkom Bank (Krasnodar) 70,000 
Bank Moscow (Novorossiisk) 150,000 
Mosbusiness (Krasnodar) 130,000 
Pervomaisky (Krasnodarbank) 443,000 
Pervomaisky (Krasnodar) 250,000 
Pervomaisky (Kubanbank) 100,000 
RosPromStroybank (Rostov) 264,500 
First Mutual Credit (Krasnodarbank) 177,000 

Other. includin1! Moscow 
Bank of Moscow (Kolomna) 271,700 
Bank of Moscow (Moscow) 1,000,000 
Bank of Moscow {Troitskoye) 810,388 
Business Development 42,3,173 
Credo 207,000 
First Mutual Credit (Kostroma) 58,000 
First Mutual Credit (Moscow) 993,000 
Guta Bank (Moscow) 109,500 
International Industrial Bank 1,884,000 
Kostroma Sberbank 550,400 
MDM Bank (Moscow) 3,050,000 
Menatep 1,157,000 
Mosbusiness. (Troitskoye) 100,000 
Mos business (Pushkinskoye) 148,200 
Pro business 8,726,835 
SBS Agro-Bank 15,000 
Y arsotsbank 679,000 
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Strategic Framework Matrix 

Objective 3: Policy Reform 

The Fund continues in its mission to support and foster private sector development throughout Russia. From small business and 
consumer lending to direct investments, the spirit of entrepreneurship is being encouraged. Fund programs such as mortgage, trade 
finance and automobile lending are among the first of their kind in Russia. 

The Fund's leasing operation provides expansion capital for small businesses and entrepreneurs who would not be able to access 
intermediate term loans from banks. DeltaLeasing provides a model for other Russian entities. 

DeltaBank creates a unique institution in Russia and will make a difference in the Russian financial services market by filling a gap 
in the provision of banking services and serve as a role model for other Russian banks. 

The DeltaCredit Bank's team was actively involved in changing the legislation for mortgage lending in Russia, which will make 
mortgage lending more attractive to both investors and lenders. 

The Fund has devoted a significant amount of time and resources to enforcing shareholders' rights. A prominent example was the 
Fund's massive mobilization of resources and direct public relations to bring international scrutiny to the issue of shareholders' rights 
regarding the Lomonosov Porcelain Factory. 
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The A 
U.S. Russia\ ( 
Investment Fund 

David A. Jones 
President and CEO 

Mr. Kenneth A. Lanza 
Director, Economic Growth Office (EE/EG) 
Bureau for Europe and Eurasia 
U.S. Agency for International· Development 
Room 5.08-101 
13 00 Pennsylvania A venue 

· Washington, D.C. 20520 

Dear Mr. Lanza: 

The U.S. Russia Investment Fund 
545 Fifth Avenue - Suite 300 
New York, New York 10017 

(212) 818-0444 
Fax (212) 818-0445 

March 1, 2003 

As President and Chief Executive Officer of The U.S. Russia Investment Fund, I know of 
no instances of non-compliance with the terms of the Grant Agreement including any 
violation of General Provision 13 "Conflicts of Inter~st". 

I know of no misuse or misappropriation of grant funds. 

s,incerely, 
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BOARD OF DIRECTORS 

Patricia M. Cloherty, Chair 
· The U.S. Russia Investment Funq 
545 Fifth Avenue - Suite 300 
New York, New York 10017 
(212) 818-0444 (p) 
(212) 818-0445 (t) 
pcloherty@deltacap.org 

Cold Spring Office: 
155 Main Street 
Cold Spring, NY 10516 
(845) 265-4244 (p) 
(845) 265-4158 (t) 
cloherty@highlands.com 

Garrison Home: 
(845) 424-3387 (p) 
(845) 424-8258 (t) 

Jenne K. Britell 
Chairman and CEO 
Structured Ventures, Inc. 
1820 Rittenhouse Square 
Philadelphia, PA 19103 
(215) 731-9397 (p) 
(215) 731-9398 (t) 
(212) 688-1826 (NY apt.) 
jennekl@structuredventures.com 
j ennek l@aol.com 

Frank J. Caufield 
General Partner 
Kleiner Perkins Caufield & Byers 
Four Embarcadero Center 
Suite 3620 
San Francisco, CA 94111 
(415) 421-3110 (p) 
(415) 421-3128 (t) 
fcaufield@kpcb.com 
fcaufield@aol.com 
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Arthur DelVesco 
Co-Founder 
Wind Point Partners 
3674 Ranch Creek Drive 
Austin, Texas 78730 
(512) 372-8880 (p) 
(512) 372-8881 (f) 
art@delvesco.com 

Director Emeritus 
D. Jeffrey Hirschberg 
Coudert Brothers 
162 7 I Street, NW 
Washington, D.C. 20036 
(202) 736-1868 (p) 
(202) 775-1168 (f) 
hirschbergj@coudert.com 
djeffh@aol.com 

Robert D. Hormats 
Vice Chairman 
Goldman, Sachs International 
85 Broad Street - 22 Floor 
New York, New York 10004 
(212) 902-5347 (p) 
(212) 346-3349 (f) 
ro bert.hormats@gs.com 

Karen Horn 
Managing Director and President 
Global Private Client Services 
Marsh subsidiary of MMC 
1166 Avenue of the Americas - 23rd Floor 
New York, NY 10036-2774 
(212) 345-3656 
(212) 345-2023 
karen.n.horn@marshmc.com 
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David A. Jones 
President and CEO 
The U.S. Russia Investment Fund 
2/3 Paveletskaya Square 
Moscow, 113054 Russia 
(011-7-501) 960-3131 (p) 
(011-7-501) 960-3132 (t) 
teal72@aol.com 
dj ones@deltacap.ru 

James V. Kimsey 
Founder and Chairman Emeritus 
AOL 
1700 Pennsylvania Ave., NW - Suite 900 
Washington, D.C. 20006 
(202) 785-0307 (p) 
(202) 785-0404 (t) 
kimseyoffice@aol.com 

J. Bruce Llewellyn 
Retired Chairman 
Philadelphia Coca-Cola Bottling Co. 
300 Central Park West, Suite 17D 
New York, New York 10024, 
(212) 877-2856 (p) 
(212) 877-2873 (t) 
sab4 3@earthlink.net 

Steven L. Pease 
Deucalion Securities 
19501 Brooklime 
Sonoma, CA 954 7 6 
(707) 938~4974 (p) 
(707) 938-8921 (t) 
spease@vom.com 
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Director Emeritus 
Victor Sedov 
Executive Director 
The U.S. Russia Center for Entrpreneurship 
Parus Business Center, 5th Fl. 
23, 1st Tverskaya-Yamskaya St., Bldg. 1 
Moscow 125047 Russia 
(011-7-095) 252-7927 (p) 
(011-7-095) 252-7949 (f) 
vsedov@cfe.ru 

Richard D. Turner 
Retired Executive Vice President 
South Shore Bank of Chicago , 
1071 Jean Baptiste Drive 
Porter, IN 46304 
(219) 929-1065 (p) 
(219) 929-1322 (f) 
Rcrdl 13@aol.com 

Note: All members of The U.S. Russia Investment Fund's Board of Directors serve a three year term. 
Members were re-elected at the 2000 Annual Meeting of the Corporation and will serve through the 2004 
Annual Meeting of the Corporation. 
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