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Fial Report
For
International Business & Technical Consultants, Inc.
Contract # EPE-1-00-95-0056-00
Period: June 23, 1997 to September 30, 1998

I.  BACKGROUND

This contract represents the continuation of USAID work to support the development of the
financial mnfrastructure of bank supervision and accounting at the National Bank of Ukraine

(NBU)

USAID has been providing technical assistance to the National Bank of Ukraine (NBU) since
April 1995, to help strengthen 1ts capacity to regulate and supervise the banking sector The
primary focus of the program has been to help the Bank Supervision Department (BSD) build up
the primary components of prudential regulation, on and off-site examination, problem bank
resolution, and legal underpinnings This program, however, will reach an 1mpasse unless the
Ukramman banking system converts to international accounting standards (IAS) There 1s no
possible way that either the National Bank of Ukraine or the general public can get an accurate
picture of the financial conditions of the banks unless the IAS system 1s adopted The Gosplan
accounting system currently 1n use was designed for a time when the so-called banks served not
as allocators of financial resources to the most efficient uses based upon price, but were a funnel
of centrally planned financial allocations In such a system, risk and credit analysis had no role
and the accounting system reflected this Therefore, 1t 1s critical that this conversion to IAS be
made as soon as possible

The Governor of the NBU has asked that USAID broaden 1ts program to include particular
emphasis on the implementation stage of the development of international accounting standards
i the commercial banks Bank supervision and internationally accepted accounting conventions
are mterrelated priorities 1in building a market-oriented private banking sector Converston to
IAS 15 one of the most important conditions 1n the World Bank’s Financial Sector Adjustment
Loan, which was implemented 1n 1997 It also forms part of the conditionally in the IMF
program The implementation of IAS 1n the Ukraiman commercial banks 1s a large undertaking
and AID will be joined by EU TACIS and the British Know How Fund 1n this program

The National Bank of Ukraine issued a draft accounting chart for commercial banks and
mstructions on the new accounts, based on IAS and existing requirements set up by the
supervision and statistics sections of the NBU, 1n the first half of 1997 These documents will be
used as guidelines by commercial banks during the implementation phase, which was planned to
begin in April 1997
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The project began in June 1997 There were three resident foreign advisors two accounting
specialists and one specialist in information technology (IT) for a total level of effort of 924
person days The resident advisors were supplemented by a team of five local professional hires
four accountants and one IT specialist, and local support personnel two translators and one
administrator Total local hire level of effort was approximately 2500 days Benchmarks were
set out for each quarter of the project However, the major implementation “event” was the
mstallation of the new chart of accounts (COA) and revised reporting system 1n the NBU, the
same that became effective on January 1, 1998

The project was conducted in two components The first component provided technical
assistance to a group of pilot banks (PIBs) so that they could accomplish a rapid and correct
transition from the Soviet-based accounting system to the new accounting system, which would
be 1n substantial compliance with International Accounting Standards (IAS) In addition, the
technical assistance was directed to ensure that PIB management understood and used correctly
the IAS data produced from the new system This component of the project was conducted
throughout the term of the project, June 1997 to September 30, 1998

The second component was to assist as many Ukraimian banks as possible, the participating bank
group (PABs), with an analysis and approval of their conversion keys from the existing system to
an IAS-based system, to advise them on the use of IAS valuation and recognition rules for
implementation begmning January 1, 1998, and assist them m the development of possible
management information systems which could be prepared from the new system  This
component began durmg the 2" quarter of the project, which quarter ended December 31, 1997,
and continued to September 30, 1998

II. PROJECT OBJECTIVES

The Task Order helps to fulfill the ENI Bureau’s strategic objective to develop a more
competitive and market-responsive private financial sector, and most specifically to develop the
financial infrastructure The specific objective of the task order 1s to support the intensive
transformation of a group of pilot banks to facilitate their use of the contemplated IAS-based
accounting system At the end of the project, 1t 1s expected that the group of pilot banks will
have received technical assistance necessary to

e Ensure a rapid and correct transition from the existing to the contemplated IAS-based
accounting system,

e Ensure a comprehensive and correct use by bank management of the IAS data to be produced
under the contemplated system

In addition, under the participating bank component, as many other Ukramian banks as possible
will receive expert approvals of their conversion keys (“bridge programs™) from the existing to
the contemplated accounting system, advice on the practical use of IAS valuation and recognition
rules starting from January 1, 1998, and gudelines on the possible management information
systems that can be built on the new standards
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III. COMPONENTI PILOT BANK PHASE

A ACTIONS AND ACCOMPLISHMENTS

Quarter 1 Benchmarks (ending September 30, 1997)
o Selection of a small number of pilot banks for the project

The NBU’s Commercial Bank Accounting and Reporting Umt (CBARU) prior to
commencement of the project had completed the preliminary selecting of PIB candidates

o Duagnostic studies of candidate banks

Since the mitial group of PIBs subject to the diagnostic studies had been pre-selected by the
NBU’s CBARU, the scope of the diagnostic studies focused on confirming and updating the data
used 1 the pre-screening process The diagnostics were conducted using a team effort with an
overall business evaluation, scope of technical assistance and recommendation completed by the
assigned accounting consultant This report was further supported by a financial analysis
prepared by KPMG or Arthur Andersen & Co (two PIBs each), a report on the credit portfolio
prepared by John Gritzek, Treasury Advisor, and a report of the MIS capabilities of the PIBs
prepared by the project’s MIS consultant

During August the PIB diagnostic reports and conversion level recommendations were presented
to the NBU/CBARU The four PIBs studied were recommended and the scope of our technical
assistance was approved as submutted in the report This permitted us to begin actual IAS
conversion field work at the four PIBs

e Preparation of implementation plans, including issues raised as recommendations
to management in the diagnostic reports

The project work plan was submitted to USAID mn August 1997 based, mitially, on the NBU’s
CBARU time line for IAS implementation This time line attempted a sigmficant acceleration of
the benchmarks set forth 1n the terms of reference (TOR) It was our opinion at the time that the
ability to perform on the NBU time line was dependent to a large extent on the NBU/CBARU
1ssuing timely and complete instructions See Exhibit I

Quarter 2 Benchmarks (ending December 31, 1997)

e Preliminary reformatfing of the existing accounts to the new IAS accounts
prescribed by the National Bank will be completed

With the assistance of the on-site technical advisors, all PIBs were able to reformat their old
Chart of Accounts (COA) to the new IAS-based COA using a bridge program developed by their
respective accounting software providers (Mobieus and Unicorn) From the new COA “bridge
table”, all the PIBs produced the mtial set of data files requested by the NBU starting as of
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October 1, 1997 While this represented significant progress towards the objective of an IAS
conversion, the following points need to be emphasized

1 The bridging tables at all the PIBs only accomplished an account level “reshuffling” of
financial data No attempt was made at any of the PIBs to implement a transaction level
conversion and financial data reported 1s still based primarily on the Soviet system since,
with the exception of the USAID PIBs as discussed 1n paragraph 3 below, IAS adjustments
are not being made to the financial records With regard to the progress on transaction level
conversion, there was no time to address this effort during the quarter since all technical
advisory services and in-house resources at the PIBs were devoted to desigmng and
redesigning bridge tables and data files in response to a multitude of changes required by the
NBU (1 e the “final” revised COA was not 1ssued until November 21)

2 The banking sector began submitting financial information to the NBU 1n more than 20 data
files (not all of these data files were “formatted” by the NBU by the end of the quarter)
Based on the mformation 1n these data files, the NBU 1s supposed to be able to produce more
than 80 regulatory reports However, by quarter-end the banks were not furnished the
software to produce the reports so, under the new reporting system, hard copy reports can not
be generated at the bank level and reviewed for accuracy We urged the NBU to provide this
software to the banks

3 In November, based on our recommendation, the NBU 1nstructed the four, USAID PIBs to
report based on IAS-adjusted balances as “recommended by the technical advisors” We
thought 1t important that this begin early in the conversion process so that the procedures can
be incorporated mto the accounting systems and the PIB staff trained We also recogmzed
that formalization of this process and production of accurate IAS-based financial reports on a
regular basis would take a significant amount of time and effort Based on the NBU “go-
ahead”, we prepared the IAS Adjustment checklist to assist the PIB accounting staff 1in the
adjustment analysis Exhibat IT (1)

Notwithstanding the above limitations, the TA teams at the PIBs made significant progress in
generating, verifymg and reporting IAS-based financial information We developed a “bridge
validation” software program to 1dentify “account pairings™ 1n the PIB bridge tables, which were
not in compliance with the NBU bridge table Exhibat IT (2) This validation program was used
at the PIBs for both home office and branch reporting We also prepared IAS-formatted financial
reports from the basic monthly data file (“File 02”) and met with senior management at each PIB
to discuss the financial information and conversion 1ssues

o Feedback gwen to the NBU’s Commercial Bank Accounting and Reporting Unit
(CBARU) concerning necessary modifications to the chart of accounts and
reporting forms

Our feedback to the CBARU was structured in two general areas

1 Weekly, our TA teams met and, as part of each meeting, accumulated a list of “NBU Issues”
with center largely on suggestions to improve the structure of the COA, correct instructions
on the classification of transactions within the COA, and revise account pairings which are
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inconsistent between the NBU and PIB bridge tables The most pertinent of these are e-
mailed to CBARU with copies to the BSD and USAID Many of our suggestions were
adopted 1n the final COA revision issued 1n late November

2 Dumnng the quarter the CBARU 1ssued drafts and final versions of directives covering
accounting procedures for selected areas These directives are not really “Accounting
Standards” but in describing the accounting methodology required, they often incorporate
principles that need to be compared to IAS We compared the instructions in the drafts with
IAS and sent the CBARU our comments, pointing out any deviations from IAS An example
of this process 1s the directive on accounting for investment securities By the end of the
quarter, this directive had not been 1ssued on a final basis but a forth draft was 1ssued n
December We had communicated serious concerns to the CBARU on the first versions
because the mstructions contradicted IAS However, substantially all our recommendations
were mcorporated mto the final version and this very important directive was 1n substantial
compliance with IAS

Quarter 3 Benchmarks (ending March 31, 1998)

o Final reformatiing of existing accounts at pilot banks to new IAS accounts will be
completed using CBARU modifications

All general ledger accounts n the old system were reformatted at the PIBs to the new COA The
“ending” account balances (12/31/97) were “bridged” to the “begmming” account balances
(1/1/98) under the new COA The year-end bridge validation program was used to ensure its
comphance with current CBARU modifications Starting with the first business day of 1998,
1/5/98, all transactions were coded directly mto the new COA, eliminating the need for further
bridging The recording of transactions directly into the new COA (effectively a “transaction
level” conversion) was significant progress towards the objective of an IAS conversion
However, the PIBs could not prepare IAS-based internal financial reports from the new COA
and, since they complied with NBU reporting, were not willing to reprogram the m-house
systems to do so In order to expedite this process and further tram PIB accounting staff in
modern accounting period closings and statement preparation procedures, we enhanced the
statement preparation program, Barracuda (see Exhibit II (4)), and focused PIB TA on the
process required to prepare tumely and accurate [AS-based nternal financial reports

o At least one traming class will be presented to each pilot bank n the preparation of
regulatory reports and the concepts of management information

The traiming at the PIBs focused on the preparation of IAS-based internal financial reports and
the analysis of these reports to assess the performance of the bank and identify major financial
1ssues requiring management attention As stated above, regulatory reporting 1s accomplished
through electronic submission of data files, not reports As of the end of this quarter, there still
were no practical means to review the substance of this reporting at the bank level other than as
the data in these files 1s extracted into IAS-formatted financial statements using Barracuda

International Business & Techwmical Consultants Inc 5



National Bank of Ukraine ~ Financal Infrastructure Development
Implementation of International Accounting Standards Final Report

During the quarter, traiming sesstons were conducted with the chief accountant and senior
management (Board Chairman and President) of three of the four PIBs (the situation with VA
Bank 1s discussed below) At these sessions, the format and content of the preliminary 12/31/97
financial statements were reviewed In addition, key balance sheet and performance ratios were
calculated and compared to two other Ukraiman banks that 1ssued IAS financial reports We
focused the formal training meetings on senior management covering the content and use of the
internal reports being prepared under IAS 1n order to encourage using bank resources to sustain
and enhance the new reporting systems Informal but intensive tramming 1s provided the
accounting staff at the PIBs on an ongoing basis (See Exhibat III for financial reports)

At VA Bank, we 1dentified some major problems in balances being reported 1in the Miscellaneous
Asset and Clearing Accounts These problems had been “masked” under the old system but
became obvious when we prepared some of the early IAS-formatted reports We advised senior
management of this issue 1n December 1997 and they referred the investigative process to therr
auditors, Arthur Andersen & Co Imtially, VA Bank management was reluctant to address this
problem with the TA team However, after a series of meetings with management at the highest
levels, we reconfirmed their commitment to the timely resolution of the reporting problems and
for the remainder of the quarter were able to proceed with TA to support system development
and preparation of 1998 internal reports

Quarter 4 Benchmarks (ending June 30, 1998)

e The piot banks will prepare a preliminary year-end 1997 balance sheet of the
regulatory report (including detail schedules on the loan portfolio, interbank funds
and deposits) Income and expense will be recorded in accordance with IAS

As discussed previously, all regulatory reports to NBU are submuitted in electronic data files As
of December 31, 1997, commercial banks were Iimited in their programming capability to
produce “hard copies” of these reports and their preparation was not required by the NBU
Therefore, PIB staff were unwilling to devote resources to preparation of NBU hard copy reports
However, using the Fiancial Statement Preparation Program, Barracuda, the IAS-based
December 31, 1997, financial statements were completed, including Balance Sheet, Income
Statement, Cash Flow Statement, and footnotes, for all PIBs with the exception of VA Bank (see
the discussion of VA Bank below) The database used for the preparation of these statements
was the same data file submitted to NBU, with additional IAS adjustments Footnote
information contained the details of loans, fixed assets, and deposits The English versions of the
complete statements are attached hereto as Exlibit Il In addition, condensed December 31,
1997 balance sheets based on IAS were provided to NBU for inclusion 1n the Commercial Bank
Directory which was prepared for the May, 1998 annual EBRD Conference 1n Kiev

At VA Bank, the major problems 1n certain balance sheet accounts remained unresolved at the
end of June Discussions with senior management in April seemed to indicate a willingness on
their part to provide the consulting team with access to information from the outside auditors,
and assistance with streamlining the information gathering process to eliminate barriers which
were impeding our advisory efforts After several delays on resolving these 1ssues, the technical
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assistance program was suspended in early May and NBU was advised accordingly In mid-June,
after a meeting with the USAID project officer and the project team leader, VA Bank agreed to
the two conditions and advisory work was resumed

VA Bank was substantially behind the other PIBs 1n preparing mternal IAS financial reports, 1n
part because of the disruption to the accounting orgamization resulting from the year end
reporting problems (three senior managers, including the chief accountant, were suspended)
Accordingly, with the concurrence of USAID, we focused our advisory work on 1998 interim
reporting, starting with the 1* Quarter, so tramning 1n that important process could be completed
before September 30, 1998, and applied to future internal reporting We believe this was more
important than going back to reconstruct December 31, 1997, as the bank’s outside auditors,
Arthur Andersen & Co , had already 1ssued the financial report as of that date

o Models of appropriate internal management reports will be presented to pilot banks
and a strategy developed with each bank that customizes the system.

A “menu” of thirteen basic management reports was presented and discussed with the Chief
Accountants of the PIBs as the first step in preparing a development strategy for the production
of these reports This development effort needs to be preceded by first, reprogramming systems
to produce the data files required by NBU, and second, developing procedures for the preparation
of reasonably accurate interim financial statements upon which to base the imnformation 1n the
management reports The strategy agreed upon was to select those reports which can be created
from information already assembled in the NBU data files We concluded that three of the
thirteen reports could be created from extracting mformation from the NBU data files As a
demonstration of this process, we developed a daily Foreign Currency Position Report from the
daily “File 01” report submitted to NBU This 1s a key risk assessment report not currently
available 1n the PIBs Reference 1s made to the Management Reports section of the exhibuts,
(Exhibit III - 1)

We believe the core set of reports developed using this strategy, together with traiming 1n their
use, provided the PIBs and PABs with a “taste” of the benefits of timely management reporting
Further, the programs developed are readily adaptable to other banks, again as an interim
measure, until m-house systems can be reprogrammed to provide information customized to the
bank

Quarter 5 Benchmarks (ending September 30, 1998)

e The first batch of regulatory reports using available 1998 data will be subnutted to
NBU so that the NBU can run basic automated edit checks on these reporits

Data for 1998 has been submitted on a regular basis to NBU 1n electronic data files since January
1998 Because NBU requires only data file submussions, no “regulatory reports” are available
As previously stated, we used the key data files (Files 01 and 02) as the source to produce
internal financial reports using software programs developed by the project team Accordingly,
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we were able to perform reasonabulity tests on the data submitted The “automated edit checks”,
if any, performed on the data files at NBU was beyond the scope of our technical assistance

o The piot banks will prepare a final year-end 1997 balance sheet based on IAS

Final year-end balance sheets, income statements, cash flow statements and footnotes thereto
were completed 1n Quarter 4 at each of the PIBs with the exception of VA Bank as explained
above

e FEach pilot bank will prepare a final profit and loss statement, and a balance sheet
for completed 1998 quarters

As explained above, 1st quarter (March 31, 1998) financial reports were completed at each PIB
in Quarter 4 with the extensive “hands-on” training from the 1n-bank accounting consultants
These reports were prepared using Barracuda

During Quarter 5, senior management of each PIB agreed that the internal accounting staff
should complete the 1nitial balance sheet and income statement for the second quarter (June 30,
1998) again using Barracuda in order to confirm their capability to sustain this reporting after
termimnation of the techmical assistance program  The initial balance sheets and income
statements were completed with a mimimum of technical assistance

Phase Two of the statement preparation process followed, which required PIB staff to identify
key accounts for analysis and verification 1n order to prepare “post-closing” adjustments The
PIB staff were again traned in the use of the IAS Adjustment Checklist and given Excel
templates with formats to document the phase two process However, significant hands-on
training was still required for its completion on a reasonable basis Once the correcting
adjustments were made, financial statements, mncluding cash flow statements, were prepared at
all the PIBs (See Exhibit IV )

e The balance sheet and profit and loss statement will be published 1n a special mid-
year edition of the Directory of Ukrainian Banks

As set forth above, during Quarter 4 condensed December 31, 1997 balance sheets based on IAS
for the PIBs were provided to NBU for inclusion mn the Commercial Bank Directory which was
prepared for the May, 1998 annual EBRD Conference in Kiev

o At least one training session with each pilot bank will be held to finalize the
customuzation of the infernal management reports

The following management reports were completed during Quarter 5 All of these are in
Ukrainian and extract data from the banks’ NBU data files

1 Dallmrelgn Currency Position
2 Daily Funds Flow and Funds Management
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3 Monthly Branch Performance

Each of the reports was 1nstalled in the PIBs’ designated computer and the staff responsible for
its preparation was tramed on a one-on-one basis In addition, as part of the “wrap-up” work
sesston with senior management, the content and use of the reports was explained

As discussed below 1n the results of the PAB component the management reports were also
presented 1n the Senior Executive Seminar conducted on August 28, 1998

B

PROBLEMS

During the course of the project, we urged NBU to 1ssue a comprehensive set of standards
to guide the banks in adopting IAS  As of the end of the project, however, only the COA
and four major accounting directives were 1ssued on a final basis The directives are
basically imnstructions and covered accounting for income and expense (accrual method),
mvestment securities, fixed assets, and loan loss provision Missing are instructions
covering key standards such as income tax accounting, consolidation, reporting changes
in accounting, financial dervatives, cash flow statement, and IAS 30 which specifically
covers disclosure requirements for banks

The banks will not adopt any change 1n accounting unless specifically mnstructed to do so
by NBU Even reference to the framework of the accounting system, which 1s set forth in
the instructions to the COA and conforms to the IAS framework, 1s not an acceptable
authority to adopt an IAS compliant practice without specific NBU mnstructions We were
mformed that the CBARU would form a new Accounting Standards Advisory Commuittee
in Fall 1998 to expedite the development and 1ssuance of accounting mstructions

During the last quarter of 1997 and the first half of the 1¥* quarter 1998, the PIBs devoted
the majonty of therr accounting and IT resources to reprogrammung their systems to
accommodate the new COA and prepare the data files required by NBU Upon
completion of this work, there seemed to emerge an overall complacency at both the
NBU and within the bank accounting staff that the IAS conversion was completed In
reality, the PIBs were still not applying IAS principles in recording many of their
transactions and had not developed the in-house capability to prepare internal financial
reports from the new COA  Simularly, their ability to print out hard copy regulatory
reports was limited as the program provided by NBU for this purpose lacked account
descriptions and was based on regulatory reporting issues, not adherence to IAS

As stated above, Barracuda was designed to be an interim solution to compensate for the
lack of in-bank software to prepare internal IAS-compliant financial reports Long term,
the 1ndividual bank software must be reprogrammed to produce financial and
management reports since Barracuda does not “reach down” to the analytical account
detail needed by bank management However, as of the end of the project, we noticed no
efforts 1in the PIBs or PABs to develop customized software for this purpose In fact,
based on meetings with several banks and advisors with the BSD, Barracuda remains the
only software program available to prepare IAS compliant reports This demonstrates the
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continued lack of understanding by senior management of the importance of accurate
financial information

3 Modern post-closing review and adjustment procedures were introduced at the PIBs and
utihized 1n the preparation of 1% and 2™ quarter financial reports However, these
procedures, which are required to provide adequate internal control and reliable financial
records within the new system, have not been made part of a normal accounting cycle
As a result, the procedures used to apply the accrual principles and other directives of the
NBU consist of a “patchwork” of new assignments with no coordination or control
Again, all banks are waiting for the NBU directive on the “Accounting Function” which
was projected for 1ssuance in May 1998 to begin reorgamization efforts on the accounting
operation As of the close of this project, that directive had not yet been 1ssued so PIBs
were unwilling to reorganize their in-house accounting operations without NBU approval

4 A major part of the problem 1n traiming the accountants to use “post-closing” procedures
1s that the law in Ukraine prohibits retroactive adjustments to the financial records The
accountants are therefore reluctant to spend tume on this effort However, we had been
urging NBU to require post-closing procedures for their reporting since accurate IAS
financial reports can not be expected unless there 1s a period of time after close to make
correcting adjustments Significantly, in September, 1998, NBU 1ssued a directive that
required banks to reflect post-closing adjustments in therr monthly File 02 submussion
(due ten days after month-end) starting October 1, 1998 We are therefore optimistic that
the basic procedure we used 1n tramning both PIB and PAB staff will become part of the
future NBU reporting requirements

C RESULTS VS EXPECTED OUTCOMES AS PER SOW

The project results at the PIBs meet substantially all expected outcomes in the SOW with the
exception of the one PIB, VA Bank, which did not complete the December 31, 1997 financial
report for inclusion 1n the Commercial Bank Directory At the same time, we are not optimistic
that the financial reporting tools and procedures put into place at the PIBs during the technical
assistance program will be sustained Every attempt was made during the course of the project to
mvolve senior management 1n the financial reporting process and in the development and review
of the resulting reports Meetings were held at least quarterly for this purpose At the end of the
project, however, there was no evidence of a commitment by senior management to sustain and
further enhance this process For example, as indicated above, m-house resources were not
allocated to software development for improved internal reporting National accounting firms
audited only two of the PIBs However, the audit adjustments, as well as many of the IAS
adjustments included 1n the quarterly reports prepared with our assistance were never entered
1nto the bank’s financial records Accordingly, the reporting to NBU was st1ll not accurate
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IV. COMPONENT Il.. PARTICIPATING BANK (PAB) PROGRAM:-

With the approval of USAID, the structure of the advisory services to be provided for the PAB
component was changed from the limited, on-site advisory program set forth in the original
benchmarks to a series of traiming workshops The purpose in making this change was to more
efficiently deliver the combined technical resources of the USAID and EU/TACIS teams to the
PAB group as a whole The memo setting forth the revised program 1s attached as Exlubit V

A ACTIONS AND ACCOMPLISHMENTS
Quarter 2 Benchmarks (ending December 31, 1997)

o  Participating banks will be selected and each will be provided with at least one 1-
day introductory visit

The PAB component got off to a late start NBU did not solicit for PAB candidates until the first
week m December and the PAB group that responded to the solicitation was not approved by
BSD until December 24 Accordingly, an introductory visit was not made during the quarter
However, to launch the PAB component, IBTCI developed and orgamzed a technical
presentation for the PAB group Thus presentation was delivered on December 26 and consisted
of two technical areas

1 Demonstration and traiming 1n the bridge validation program The program, developed by
IBTCI, was modified so that all banks could use 1t Each of the PABs m attendance was
provided a disk copy of the program with mnstallation instructions

2 Review of the IAS Adjustment Checklist and training 1n how to develop a similar tool 1n the
PAB

Quarter 3 Benchmarks (ending March 31, 1998)

o For the PABs, completion of the review of the mapping the banks have prepared of
thewr existing accounts to the new IAS system, including at least one day visit to
each bank Training sessions given to these banks on how to prepare the new
regulatory reports

As discussed above, the structure of the advisory services to be provided for the PAB component
was changed to a series of workshops 1n order to more efficiently deliver the combined techmcal
resources of the USAID and EU/TACIS teams to the PAB group as a whole

The PABs were tramned 1n the bridge validation program that verified their mappig procedures
to arrive at the opening January 1998 balance sheet Following the creation of the opening
balance sheet 1n the new COA, the PABs were coding transactions directly to the new account
structure  Accordingly, mapping was no longer required Regulatory reports were also not
prepared, since, as previously stated, under the new system regulatory information 1s submutted to
NBU via data files

International Business & Technical Consultants Inc 11



National Bank of Ukraine — Financial Infrastructure Development
Implementation of International Accounting Standards Final Report

In order to adjust the advisory work for the PABs to the current environment, a series of
workshops was developed which trained the PAB representatives in the procedures and
implementation tools used at the PIBs These were interactive workshops which required the
participants to use the tools in their banks and report on the results during workgroup sessions
scheduled for the beginning of each succeeding workshop As scheduled, three such workshops
were delivered during the quarter

Quarter 4 Benchmarks (June 30, 1998)

o For the PABs, at least one-day site visit will be made to each bank to discuss any
on-going problems for the IAS conversion and strategies developed which address
these problems

In keeping with the revised PAB program, working jomntly with the EU/TACIS team, we
developed and delivered seven workshops to the PABs, completing the formal traming portion of
the program All the implementation tools used in the PIBs were presented at these sessions and
the PABs were given program disks to use in their banks The sessions normally began by
orgamzing the participants mnto four small work groups (one for each IBTCI local hire accounting
consultant) During the work group sessions, the results of using the implementation tools 1n the
banks were discussed and any questions were answered on a one-on-one basis The technical
workshop session followed the work group period

Of the PAB group (approximately 15 banks mn total), six were active participants and very
responsive to the implementation tools mtroduced Accordingly, we concluded there 1s a basis
for limited m-bank technical assistance to this group to complete the preparation of the 1% quarter
financial reports begun during the workshops With USAID’s concurrence, we expanded the
scope of the PAB assistance to these “star banks” during the following quarter using the
assistance of volunteer consultants from FSVC and IESC

Quarter S Benchmarks (ending September 30, 1998)

e For the PAB’s at least one I-day site visit will be made to review financial
statements prepared in accordance with IAS

o A final sute visit will be made to each PAB to review implementation of IAS and
ensure its smooth operation

Under the revised USAID/EU/TACIS PAB program described above, technical assistance to the
PABs was scheduled to end with the June 1998 completion of the workshop series However,
during this quarter plans were finalized to expand the technical assistance program to the six
“star” PABs 1dentified 1n the workshop series Two senior technical advisors, Hans Jacobsthal
from IESC and Dick Thorsen from FSVC, were provided on a volunteer basis to complete the
traiming of the star PAB accounting staffs in the use of the IAS implementation tools for
preparation of both 1** Quarter and 2" Quarter financial reports Senior management at the
PABs actively participated 1n the process through introductory meetings and “wrap-up” working
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sessions to discuss the financial results The participation of the volunteers in the project enabled
us to expand TA to these PABs beyond that originally contemplated 1n the benchmarks

Early in the month, the decision was made to expand on the opportunity provided by the
additional volunteer resources and we developed a seminar program specifically directed to
senior management of the PIBs and selected PABs The focus of the program was to
demonstrate for senior management the specific tools implemented in their banks to prepare IAS-
based financial and management reporting and how this reporting should be analyzed to assess
risk and evaluate performance The message was straightforward, when the TA with this group
of banks phased out in September, 1t was senior management’s responsibility to require the
preparation of these reports if the IAS internal reporting process was to be sustamned The
seminar was held on August 28, 1998, and, despite vacation conflicts, there where a total of 35
participants from the PIB/PAB group as well as representatives from the new EU/TACIS PIBs,
NBU and Bank Supervision Both volunteer executives delivered presentations at the seminar
A copy of the seminar invitation and schedule are attached as Exhibit VII

B PROBLEMS

There were no problems specific to the PAB component of the project However, those problems
set forth as part of the PIB component are relevant to IAS bank accounting reform for the entire
banking sector

C RESULTS VS EXPECTED OUTCOMES AS PER SOW

The actual results exceeded expectations because of the extra level of effort that was made
available to the select PABs through the volunteers from IESC and FSVC Combined, these
senior professionals added 35 days of technical assistance which included both intensive in-bank
assistance and high-level seminar presentations

V ROLE OF AND COORDINATION WITH OTHER DONORS OR
INTERNATIONAL FINANCIAL ORGANIZATIONS.

In addition to the efforts represented by the benchmarks set forth in sections II and III above, the
project maintained a close and continued coordination with other projects 1n the banking sector
such as Bank Supervision, Bank Traiming Institute, EU/TACIS and the British Know How Fund
In addition, project team members were called upon to advise other international financial
organizations Examples of this coordination follow

e In October and November of 1997, briefings on bank accounting reform were conducted with
the visiting World Bank mission

e The project goals and mitiatives 1 bank accounting reform were discussed with
representatives of USAID and other advisory teams mvolved with commercial accounting
reform and capital markets In October 1997 and, again, 1n February 1998, the IBTCI team
met with Greg Hemphil and John Glover of USAID to discuss the PIB experience and its
relevance to enterprise accounting We also participated 1n several joint meetings of project
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leaders from the enterprise accounting reform and Securities Commission teams to
coordinate efforts n this area

e In February 1998, we met with an IMF team that was in Kiev to evaluate NBU’s bank
supervision department We updated the team on the status of the accounting reform 1n the
commercial banking sector

o Diana Slobodian, project accounting consultant, attended the April 1998 USAID sponsored
regional accounting reform conference in Almaty, Kazakstan and participated 1n the panel on
bank accounting reform Upon her return to Kiev, she prepared and delivered a summary on
the conference to all USAID contractors involved with accounting reform in Ukraine See
Exhibit VI -2

o Meetings were held with Michael Borish, USAID Consultant in Bank Sector Evaluation, and
members of the project team as well as with senior management of OL Bank, a PIB, to assist
Mr Borish 1n his sector evaluation

» Gary Fechtmeyer, project team leader, delivered a presentation on Bank Accounting Reform
mn Ukraine at the May 1998 Bank Supervision Conference mn Budapest A Power Point
outline of his presentation 1s attached as Exhibit VI - 1

VI. OTHER RELEVANT ISSUES

Section V of the Task Order makes a general reference to a requirement for the consultants to
“overhaul” the existing accounting systems, mcluding the “design of new subledgers” to carry
transaction level data Our experience at both the PIBs and PABs and, by extension, most of the
other banks 1in the Gosbank system 1s that subsystems m the context of Western accounting
practice are just not used except 1n very limited mnstances (1 e, fixed assets) Instead, “analytical”
accounts, which are an integral part of the general ledger, are used to provide detail for control
(“synthetic”) accounts We learned that 1t 1s both practical and feasible to achieve a transaction
level conversion and IAS-based reporting using the existing system of synthetic and analytical
accounts, provided a new COA and accrual basis procedures are adopted

The design and implementation of subsystems that function similar to a modern, integrated bank
accounting system 1s a major undertaking which, time wise, 1s beyond the scope of the typical
project team and beyond the financial resources of most Ukraimian banks If subsystem design
and implementation had been considered a prerequsite to achieving IAS accounting reform,
NBU’s success in accomplishing the sector-wide implementation of IAS-based reporting would
not have been realized Long-term, accounting efficiencies and comprehensive management

reporting do require modernization of the underlying accounting systems However, this process
should not detract from the practical goal of achieving IAS-based reporting on a wide scale basis

VIII CONCLUSIONS

Despite the problems identified above in the PIB component of the project, the NBU was highly
successful 1 achieving a substantial conversion to IAS-compliant methodology in the banking
sector Although 1n the first year, the new reporting was still largely a “mechanical” process, the
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theoretical framework 1s 1n place to bwld sound accounting practices and accurate financial
reporting throughout the system

The transition was not perfect but there were a number of factors that made 1t successful despite
some of our mitial concerns First, the COA, while not in the standard Anglo-American
structure, was a significant improvement over the Gosbank chart and was workable within an
IAS reporting system Further, NBU required that a fairly rigid analytical account structure be
incorporated into the new general COA so that banks could settle through Ukrane’s central
payment system This rigidity 1s again not typical of a Western system However, 1t mandated
that a sector-wide transaction level conversion be accomplished on the first banking day of
January 1998 This occurred with a mimimum of disruption, elimmating the need to continue an
unwieldy “bridging” system

The NBU required that reporting be done only mn electromic data files This resulted mn an
immediate void of internal reporting i the banks However, 1t provided the opportunity for the
IBTCI team to develop practical software programs to prepare IAS-compliant reports from the
data files These programs were adaptable sector-wide and the reports contained financial and
management information addressing bank performance rather than regulatory data  This
provided an excellent opportunity to tramn senior management and accounting staff in the use of
IAS-based financial reports

As of the end of the project, the accounting practices and procedures followed in the banks were
still very mechanical and the internal controls necessary to produce accurate financial reports
consistently have not been implemented The need continues for extensive advisory efforts in the
following areas

e Adopting accounting and verification procedures, mcluding an internal audit function, which
insure the production of timely and accurate financial reports

e Traming senior management to iterpret and use the financial data to assess performance and
manage risk, and make informed management decisions

e Developing accounting systems which enhance mternal control and improve the efficiency
of the accounting function
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Introduction

The Financial Infrastructure Development Project plan 1s a constraint based plan of the schedule,
tasks, and responsibilities of the IBTCI project team and all the agencies and organizations
whose activities impact on the project The plan will be updated monthly to comncide with the
submission of monthly project reports Computer Associates CA-SuperProject for Windows,
version 3 0 was used to develop the plan

The plan is structured n two dimensions, vertical, by task, and horizontal, in time The first
pages of the plan printout contain the task ID number, a short description of header and detail
tasks, the project bar chart, with constraints, and scheduled and actual start and finish dates of the
activities The following pages contain the Task ID number, a longer description of the task or
header, and the actual duration of completed tasks Additional data fields can be added 1f needed

Plan Structure

¢ The plan uses an hierarchical task structure with headings for major categories and detailed
tasks indented under the headings Detailed tasks themselves may be headings for finer levels
of detail, or links to sub-plans (e g ndividual pilot bank implementation plans) Detailed
tasks often constrain performance of subsequent or parallel tasks under the same or different
headings (see bar chart, below) It should be noted that tasks are 1dentified by Task Name, not
by Task ID number' The major task categories are

e NBU Tasks tasks which are NBU responsibility, and which constrain overall IAS
conversion, per Addendum No 1 to NBU Decision No 237 of 21 July 1997 A key
constraining task under this heading 1s Report file formats Develop standard reporting file
formats (13) which 1s a primary constraint on final modifications to the bank’s accounting
and reporting systems

e Commercial Bank Tasks are the responsibility of commercial banks per Addendum No 1 to
NBU Decision No 237 of 21 July 1997 Although the NBU has exempted the pilot banks
from some schedule and reporting requirements under this heading, they too must carry out
the activities prescribed to implement IAS Most of these tasks will constrain, or be
constrained by, the detailed tasks 1n the individual pilot bank work plan

e Pilot Bank Diagnostic covers the candidate pilot bank diagnostics carried out in July, 1997,
and which are completed A key task 1s Puot bank approval NBU approval of pilot bank

acceptance recommendations which constrains providing implementation support to the pilot
banks

e Convert pilot banks covers pilot bank IAS conversion A separate, subsidiary detailed plan
will be developed for each pilot bank and linked to this master plan The plans for each pilot
banks will have essentially the same structure, but will differ in details of task duration,
sequence, and internal constraints depending on the specific circumstances 1n each bank

! Task ID numbers are assigned by the project management system, and may change from time to time as the plan s
expanded or updated Task names are generally permanent



Post conversion includes tasks for assisting the pilot banks in finalizing their accounting
procedures, developing management information reports, and delivering tramming We
anticipate that this heading will be expanded to 1dentify tasks specific to each pilot bank

Participating banks covers technical assistance to participating banks after the pilot bank
implementation We have arbitrarily made this category dependent on completion of the pilot
bank conversion, but 1f pilot bank resources and progress permit, work with participating
banks can probably start well before the end of 1997

Project activities covers project management, planning and reporting activities The Project
Plan task covers development of this general project plan Project reports includes tasks
which detail the schedule of each monthly and quarterly report to AID, NBU, and IBTCI
through the term of the project, ending with the final project report in September, 1998

Task Duration and Constraint Relationships

Each detail task 1s assigned a duration and if appropriate, linkages to earlier and later tasks In
addition responsibility (not shown on the plan printout for brevity) 1s assigned for each task
Insofar as possible, assignments will be made by individual responsible for the task regardless of
his or her orgamizational position so that absences at critical times (e g vacations) can be
accommodated

Duration 1s estimated 1n calendar days® i two ways,

assigned duration, per the NBU plan cited above, and

estimated duration based on the consultants’ and/or responsible individuals’ experience
Estimated duration can change based on performance m the pilot banks and by the software
suppliers

When a task 1s completed the actual duration 1s recorded for future reference

Identification of constraint relationships between tasks are critical for planning There are three
types of task links used 1n the plan

Fimsh to Start (FS) constramnts indicate that a task cannot begin until 1ts predecessor(s) are
completed For example, pilot bank implementation support cannot start until the NBU
approves the project team’s pilot bank recommendations

Start to Start (SS) constraints indicate that a task cannot begin until a parallel task has
begun For example, NBU monitoring of regulatory reports cannot begin until the pilot banks
begin producing the reports

Finish to Fimish (FF) constraints indicate that a task cannot be completed until a parallel task
1s completed For example, accounting system changes cannot be completed until the NBU
has 1ssued 1ts final, definitive definition of synthetic and analytical account coding

2 This will be changed to work days when the Ukramnian holiday schedule 1s incorporated nto the project calendar



The type of task link 1s shown on the basr chart by the position of the linking arrows The
significance of constraints 1s their effect on the overall plan when tasks are completed early or
later then scheduled A task which 1s completed later than scheduled (or committed, for example
by the NBU) will affect all subsequent tasks which 1t constrains and, if the task 1s on the critical
path, the overall completion date of the project or one of 1ts major parts Therefore monitoring
actual start and completion dates of tasks under the responsibility of all the project participants 1s
essential for project management

Reading the Plan

Page Heading
e Date (upper left corner) the date the plan was printed

¢ Revision number of the plan, to be used when referring to items on a specific plan report
Revision numbers will always increase, but will not necessarily be consecutive

Column Headings
e Task ID a numbered identification of each task used by the project management system
(PMS) to organize 1ts data base Task IDs can change from version to version of the plan

o Heading/Task the heading or task name, indented according to its place in the overall plan
hierarchy The task name 1s the primary 1dentification of the task Note that only detailed
tasks have duration The duration of heading tasks 1s calculated based on the duration and
start and fimsh dates of the tasks under the heading When resource assignments are shown
on the plan the column will be headed Heading/Task/Assignment and the resource
assignments listed under each task

e Bar Chart Covers the entire span of the project The scale can be expanded to individual
days 1f necessary

— Black bars are critical path tasks Completion of the project will be delayed if a
critical task 1s finished later then scheduled, and no compensating action 1s taken to
reschedule or reorganize dependent tasks There may be more than one critical path

— Shaded bars are normal, non-critical tasks which can slip in time without affecting the
project completion date

— Cross-hatched sections of bars indicate schedule anomolies, such as missing a
specified start or end date, which affect the overall schedule

— Arrows mdicate constraining task links
e Status The current status of each task

— Schd Scheduled

— Prog 1n progress

— Done finished

— Crit on acritical path

U



Scheduled Start and Finish The date the task 1s scheduled to start or finish This date can
change if earlier constraining tasks take place at times different than scheduled The symbols
after some dates are

= Must start on date > Must start after date < Must start before date
Actual Start and Fimish The actual start and finish dates of the task

Description. Task descrniption The number 1n parentheses in NBU and Commercial Bank
task descriptions indicates the activity number in the IAS Implementation Plan for the Second
Half of 1997, per Addendum No 1 to NBU Decision No 237 of 21 July 1997

Est Dur The estimated duration of the task, either pre-specified (e g NBU planned tasks) or
calculated by the PMS Header task do not have estimated durations because their duration 1s
calculated from the detailed tasks under the header

Actual Dur The actual duration of the task when finished
Task Type The type of schedule or duration assigned to each task

— ASAP As soon as possible Schedule calculated by the PMS based on predecessor
and successor task relationships

— Start Before, On or After the preset finish date of the task
—  Finush Before, On or After the preset fimish date of the task

* % x k ok



77

i

Financial Infrastructure Development Project

07/08/97
FT' " rS—— Revision 8
as| eading/Tas! 1997 1998 T
B D 4 Days Per Column Jul ug ep Oct Nov Dec Jan Feb Mar Apr May | Jun bul - TAugT [Sep Status
P1  |BANK_IAS PJ TR OV O ESENSNI S
03; ngutasiks Ty T B, Proal
0 e — . e r0g
003 COA gonversion table Done/Cnt
004 Confirm report forms Done/Cnt
005 IAS instructions > Done/Crit
006 Automation reqts Prog/Cnt
007 Regional training Schd
008 Account parameters e T Prog/
009 Report file formats s Schd
010 CB staff training - ; — Schd
011 Anaiytical changes Schd/
012 Problem bank reports Schd/
013 Monitor pilot reports L Schd/Cnt
014 Confirm |AS transit Schd/
015 Report analysis Schd/
016 Comment response Schd/
017 Finalize COA Schd/
018 Instruction 10 change Schd/
019 Finalize reporting Schd/Cnit
020 Software changes - S— Schd/Cnit
021 Software controls . : Schd
022 | Commercial Bank Tasks R P T A P BT YT O R R NPT T T Schd/Crit
023 Form IAS work groups Wi ! T 7 T P e R K ey R T N E T ey | Prog/
024 IAS plans h ':' Prog
025 COA & report study - Prog/Cnit
026 Propose changes Prog/Cnt
027 Bnidging tables Schd/
028 Analytical account #s 1 Schd/
029 Agreement inventory [ | mi— Schd/Crit
030 Reporting comments - e Schd/Cnt
034 Re register clients [ ST, Schd/
032 Inform chents new #s | e r———— Schd/
033 | Off balance sheet act * ey Schd/
034 IAS software changes E— . Schd/
035 Pifot Balance sheets = , Schd/Cnt
036 Rpt software changes PR TRT — Schd/Cnit
037 Pilot bank reports o Schd/
038 CB balance sheets Schd/Cnt
039 CB reports Schd/Cnit
040 Legal entity reports Schd/Cnt
041 Enhty reporting I Schd/Cnit
042 Monthly reports e o o T Y PP T P T e ey | Schd/
043 | Pilot bank diagnostic = Prog
044 Imtral meetings Prog/Cnt
045 VABank Done/Cnit
046 Forum Bank Done/Crit
047 | Ofbank A Done/Cnit
048 | Slavutich ™ Done/Crit
049 Bank MIS | Done/Crit
050 | Credit G m— | Done/Cnt
051 Diagnostic Report i Done/Cnt
052 Pilot bank approval b Done/Cnit
053 | Convert pilot banks = e : Prog/Crit
054 VABank conversion g B Schd/
055 | OBk converan, ———— S
056 Forum conversion Schd/Cnit
' Schd/Cnt
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07/08/97 Revision 8

Task Heading/Task 1997 1998 ] Status |
D 4 Days Per Column Jul Aug Sep Oct Nov ec Jan Feb Mar “Apr May | Jun Jul Aug Sep

057 Siavutich conversion Schd/Cnt
058 NBU Coordination R T TN N Schd/
059 Post conversion ST oy Schd/
060 Procedures Schd/Cnt
061 ProcedureTraining Schd/
062 Management info Schd/
063 M! Training R Schd
064 Participating banks TRy T Schd/
065 Develop PAB program pEETe Schd/
066 Select banks ' n%; Schd/
067 TA planning nu—c_l Schd/
068 PAB support TS T SO S Y R T VT g T STy Y Y R S ETTR e Schd/
069 Project activibes — Prog/Cnit
070 | Project Plan o] Done/Cnt
071 Project reports Schd/Crit
072 July 1997 Schd
073 August 1997 [ Schd/
074 September 1997 1 Schd/Cnit
075 3rd quarter 1997 m Schd/
076 October 1997 = Schd/
077 November 1997 m Schd/
078 December 1997 ; Schd/
079 4th quarter 1997 Schd/
080 January 1998 n Schd/
081 February 1998 -} Schd/
082 March 1998 n Schd/
083 1st quarter 1998 Schd/
084 April 1998 - Schd/
085 May 1998 ] Schd/
086 June 1998 L} Schd/
087 2nd quarter 1998 ™ Schd/
088 July 1998 Schd/
089 August 1998 |} Schd/
090 Final project report wm | Schd/Cnit

Page 2



Financial Infrastructure Development Project
07/08/97 Revision 8
Task | Scheduled | Actual |Scheduled | Actual Description Est | Actual Task
D Start Start Finish Fimish Dur Dur Type
P1 24/ 06/ 97>| 24/ 06/ 97 268/ 09/ 98 Ukraine Financial Infrastructure Development Project 44dy
001 130/06/97 |30/06/97113/02/98 NBU tasks which constrain overall IAS conversion 22dy |ASAP
002 |0%/07/97 |01/07/97121/07/97 |21/07/97issue IAS implementation glan for non pilot banks ;0) 10dy | 21dy |ASAP
003 |30/ 06/97 {30/06/97(21/07/97 |21/07/97 | Prepare & distribute draft COA conversion tables (2) 20dy | 22dy [ASAP
004 |01/ 07797 |01/07/97|24/ 07/ 97=| 21/ 07/ 97 | Confirm report forms and due dates (4) 24dy | 21dy |Finish On
005 |01/07/97 [01/07/97|22/ 09/ 97 Complete {AS methodology instructions (6) 60dy Ody [ASAP
006 |27/06/97 31107/ 97= Develop automation requirements outline (8) 25dy | Ody |Ftush On
007 15/07/97 [15/07/97)17/09/ 97 Conduct regional training & seminars re 1AS (5) 47dy 0dy |ASAP
008 |21/07/97 29/ 08/ 97= Analyze analytical account parameters (12) 30dy | Ody |Finish On
009 |04/08/97 29/ Q8/ 97= Develop standard reporting file formats (13) 20dy Ody |[Finish On
010 [17/09/97 10/12/ 97 Organize CB personnel training re NBU methods (17) 60dy Ody |ASAP
011 |20/08/97 30/ 09/ 97= Amend analytical accounting parameters (18) 30dy | Ody |Finish On
012 |01/10/97= 1111/ 97 Dectde on IAS problem bank reporting (21 30dy Ody |[Start On
013 |28/07/97 28/ 11/ 97= Monitor new pilot bank financial reporting (23) 90dy | Ody |FishOn
014 (28/11/97 19/ 12/ 97< Confirm CB transition to IAS (35) 15dy Ody |Finish Before
015 107/10/97 30712197 Financial and statistical report analysis (26) 60dy | Ody |ASAP
016 |14/10/97 25011/ 97 Modifications in response to bank comments (27) 30dy | Ody |ASAP
017 (03/11/97 28/ 11/ 97= Prepare final verston of COA (28) 20dy | Ody |{FimshOn
018 |04/11/97 01/ 12/ 97= Propoese changes to Instruction 10 (29) 20dy 0dy |Finish On
019 [Q212/97 1512/ 97= Finalize financial and statistical reporting (30) 10dy | Ody (FinishOn
020 (11/12/97 3112 97= Modify NBU software re new reporting results (31) 15dy Ody |Fiish On
021 |01/09/ 97= 13/02/ 98 Controls for data collection software compliance (32) 120dy | Od Start On
022 |01/07/97 {01/07/97122/ 09/ 98 Commercial bank achvities required by NBU work plan 31dy [ASAP
023 |01/07/97 {01/07/97(11/08/97 Form IAS work groups & designate managers 51 30dy | Ody |ASAP
024 103/07/97 }03/07/97)01/08/97< Develop IAS conversion plan for NBU regions (3 22dy 0dy |Fimish Before
025 |24/07/97 |21/07/97(10/ 10/ 97= Orgamze study of approved COA & reporting (14) 60dy | Ody |Finish On
026 [21/07/97 08/ 12/ 97 Propose changes to COA and report forms (7) 100dy { Ody [ASAP
027 |21/07/97 15/ 09/ 97 Prepare analytcal / synthetic account bndging table (9) 40dy 0dy |ASAP
028 130/07/97 10/ 09/ 97 New analytical account numbering scheme (10) 30dy Ody |ASAP
0290 |30/07/97 10/ 09/ 97 Create new agreement inventory data base (11) 30dy | Ody [ASAP
030 (23/07/97 14/ 10/ 97= Analyze and commend on reporting forms (22) 60dy Ody |Finish On
031 |20/08/97 30/ 09/ 97= Re-register and recode clients (19) 30dy | Ody |Finish On
032 {08/09/97 28/11/97< Inform clients of new numbenng system (33) 60dy | Ody [Fiush Before
033 {19/08/97 29/ 09/ 97< Develop off balance sheet account numbenng (15) 30dy Ody | Fimsh Before
034 |[31/07/97 23110/ 97 Modify accounting & subsystems for 1AS (34) 60dy Ody |ASAP
035 |01/10/97= 06/01/98 Pilot bank balance sheets to oblast NBU (24) 70dy | Ody [StartOn
036 |29/08/97 10/ 10/ 97< Reg)oning software modifications (34) 30dy { Ody |Fimish Before
037 |15/10/97= 06/01/98 |AS financlal and statistical reports to oblast NBU (25) 60dy | Ody |StartOn
038 |01/11/97= 09/01/98 IAS balance sheets to oblast NBU (24) 50dy | Ody |StartOn
039 |15/11/97= 09/ 01/ 98 1AS financial and statistical reports to oblast NBU (25) 40d Ody (StartOn
040 {02/09/97 31/12/ 97= Prepare and deliver initial legal entity reports (Z(LJ} 120dy | Ody |Fimish On
041 |31/12/97 22/ 09/ 98 Delivery of standard entity reports to Oblast NBU (36) 190dy | Ody |ASAP
042 |01/08/97=(01/08/97|28/01/98 Monthly implementation reports to Oblast NBU (16) 180dy | Ody |[StartOn
043 (24/06/97 {24/06/97|07/08/97 Candidate pilot bank diagnostics 29dy |ASAP
044 |24/06/97 |24/ 06197|27/06/ 97 |27/ 06/ 97| Inthial meetings with candidate pifot bank management 3d 4dy |ASAP
045 {06/07/97 |06/07/97|31/07/97 |31/ 07/ 97|VaBank diagnostic 16dy | 19dy [ASAP
046 |08/07/97 (08/07/97(21/07/97 |21/ 07/ 97| Forum bank diagnostic 12dy | 10dy |ASAP
047 |07/07/97 |07/07/97|24107/ 97 |24/ 07/ 97| Olbank diagnostic 15dy | 14dy |ASAP
048 [13/07/97 |13/07/97|25/07/ 97 |25/ 07/ 97| Sfavutich bank diagnostic 5dy | 10dy |ASAP
049 {01/07/97 101/07/97|25/07/97 |25/ 07/ 97| Diagnostic of candidate pilot bank systems 16dy | 19dy |ASAP
050 |01/ 07797 |01/07/97|30/07/97 |30/ 07/ 97| Diagnosos if pilot bank credit positions i6dy | 22dy |ASAP
051 {30/07/97 {30/07/97|01/08/97 |01/ 08/ 97 |Develop and deliver diagnostic report(s) 3dy 3dy |ASAP
052 [01/08/97 {01/08/97|07/08/87 NBU approval of pilot bank acceptance recommendations 5dy Ody [ASAP
053 |07/08/97 26/ 03/ 98 Pilot bank 1AS conversion Ody ]ASAP
054 |08/ 08/97 25112/ 97 VABank IAS conversion 100dy | Ody |ASAP
055 |08/08/97 2512/ 97 OLBank IAS conversion 100dy | Ody [ASAP
056 |08/08/97 25/12 97 Forum Bank 1AS conversion 100dy | Ody |ASAP
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Financial infrastructure Development Project

07/08/97 Rewvision 8

Task | Scheduled | Actua! | Scheduled | Actual Description Est | Actual Task
1D Start Start Finish Firish Dur Dur Type

057 |08/08/97 25/ 12/ 97 Slavutich Bank IAS conversion 100dy | Ody |ASAP
058 |07/08/97 26/ 03/ 98 Coordination of reporing with NBU Bank Supervision 165dy | Ody [ASAP
059 [01/12/97 14/07/98 Post conversion support for piot banks 0dy |ASAP
060 |01/12/97= 03/ 04/ 98 Assist in finalizing pilot bank accounting procedures 90dy | Ody |StartOn
061 |03/04/98 26/ 06/ 98 Deliver reguiatory and accounting training to PIBs 60dy | Ody |[ASAP
062 [09/01/98 15/ 05/ 98 Assist in developing management information reports 90dy | Ody |ASAP
063 |15/05/98 14/ 07/ 98 80dy | Ody |ASAP
064 [30/10/97 07/ 09/ 98 Support for participating banks 0dy [ASAP
065 |30/10/97 27111197 Develop support program for participating banks 20dy | Ody |ASAP
066 {30/ 10/97 13/ 11197 Select participating banks for technical assistance 10dy Ody |[ASAP
067 |13/ 11/97 01/12/97 Develop technical assistance plans for selected banks 12dy | Ody |ASAP
068 [01/12/97 07/ 09/ 98 Deliver TA to participating banks (to be detailed) 200dy | Ody [ASAP
069 {01/08/97 [01/08/9728/09/98 General project achvities planmng and reporting 6dy |ASAP
070 |(01/08/97 |01/ 08/97|06/08/ 97 06/08/ 97 ) Develop general project plan 2dy 4dy [(ASAP
071 101/08/97 28/ 09/ 98 Reports to AID NBU [BTCI Ody |ASAP
072 |01/08/97> 05/ 08/ 97 Monthly report to AID 3dy Ody |Start After
073 |01/09/97> 04/ 09/ 97 Monthly report to AID 3dy Ody |Start After
074 |01/ 10/97= 05/ 10/ 97 Monthly report to AID 3dy O0dy |[StartOn
075 |01/10/ 97> 07/10/ 97 Quarterly report to AID 5dy Ody |Start After
076 [01/11/97> 05/ 11/97 Monthly report to AID 3dy Ody |Start After
077 |01/12/97> 04/ 12/ 97 Monthly report to AID 3dy Ody |Start After
078 |01/01/98> 05/ 01/ 98 Monthly report to AID 3dy Ody |[Start After
079 |01/01/98> 07/01/98 Quarterly report to AID 5dy Ody |Start After
080 [01/02/98> 04/ 02/ 98 Monthly report to AID 3dy Ody |Start After
081 |01/03/98> 04/ 03/ 98 Monthly report to AID 3dy Ody |Start After
082 |01/04/98> 05/ 04/ 98 Monthly report to AID 3dy Ody |(Start After
083 |01/04/98> 07/04/98 Quarterly report to AID 5dy Ody |Start After
084 101/05/98> 05/ 05/ 98 Monthly report to AID 3dy Ody |Start After
085 |01/06/98> 04/ 06/ 98 Monthly report to AID 3dy Ody |Start After
086 [01/07/98> 05/ 07/ 98 Monthly report to AID 3dy Ody |Start After
087 )01/07/98> 07/07/98 Quarterly report to AID 5dy Ody |Start After
088 |01/08/98> 05/ 08/ 98 Monthly report to AID 3dy Ody |Start After
089 |01/09/98> 04/ 09/ 98 Monthly report to AID 3d Ody |Start After
090 |15/09/98> 28/ 09/ 98 Final project report to AID 10dy | Ody |StartAfter
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NBU/USAID/IBTCI

. Exhibit I - 1
TAS Adjustment Checklist
Handout for Participating Banks

Updated May 1998
Res- Done
Subject areas / Adjustment Details ponsible )
Person

1 Securities

Interest accrual and/or amortization of discount/premium
Selection of amorization method (straight-line/interest method)
Categorization of trading and 1investment portfolios

Calculation of market values

Market adjustments based on IAS 25

Restatement of treasury stock to cost and reclass to contra-capital
Investment 1n affiliates (Equity method vs Consolidation per IAS
22,25,27,31)

g O Qa0 o'

2 | Loans

a Interest, commission and fee accruals

b Loan loss reserve calculations

¢ Disclosure of non-accrual loan policy

d Dusclosure of related party loans and loans to employees (IAS 24,

30)

. 3 | Fixed Assets and Intangibles

a Reclass of indexation adjustments to separate capital account (5100
and 5101)

b Classification of operating/monoperating assets

¢ Adjustment of depreciation/amortization

d Determination of depreciation on indexation/revalution, cumulative
and period amount

e Review of operating leases and capitalization of those considered
financing leases by IAS

f OtherperlAS4,11,16,17

4 | Deposus and borrowings

a Interest accruals

b Disclosure of related party and employee deposits

¢ Review of trust agreements - (Exclusion of bona fide trust
accounts from BS and Proper reclassification of directed
mvestment / deposit accounts)

d Review of terms/conditions of borrowings and appropnate
classifications and disclosures

5 Clearing accounts, interbranch lending/borrowing, and techmcal
adjustments
a Analyze content and reclassify according to substance
. b Eliminate interbranch balances in consohidation
¢ Eliminate foreign currency technical accounts (3800-3801)

checklist doc page 1 of 2



NBU/USAID/IBTCI

. 6 Capital (other than adjustments and reclasses related to loans and

fixed assets, above)

Proof of account 5900 to sum of 6000 and 7000 series accounts
Division of statutory capital into par capital and capital in excess of
par

Prepare statement of changes 1n capital accounts

Loan reserves (see 2d above) plus review general reserve (5020)
Indexation (see 3b above)

Treasury stock (see 1e above)

[w

o O o

7 | Income and Expense accruals
a Administrative expenses

1 Accrued payroll, vacations, financial assistance and related
taxes

2 Operating expense accruals for rent, telephone and other
utilities

a Misc Other income accruals not covered 1n loan area (e g
safekeeping, registrar agreements)

b Income tax expense, including current and deferred portions and
related assets/hiabilities (IAS 12, 30)

8 | Off-balance sheet activities and accounts

Trusts (see additional technical gmidance)
Letters of credit and other forms of guarantees
Repos and reverse repos

Other commitments

Foreign exchange and derivatives

Off-balance sheet risk reserve (acct 3690)

o o0 o

9 Other disclosures

Basis of accounting (IAS 1)

Non-accrual loan policy (see 2¢ above)

IAS 25 policies re valuation and affiliates (1)

Related parties (2b, 4b)

Asset lives, depreciation method, indexation adjustments (3)
Calculation of effect of accounting changes (IAS 8)

Other per IAS 1, 5, 10, 13, 14, 15, 18, 19, 20, 21, 22, 23, 24, 30

e o o

10 | Cash flow statement gathering (prelimnary list for [ January
reporting — IAS 7)
Must have beginning and ending blance sheets
Must have corrected income statement
Must have statement of changes 1n capital accounts
Brutto analysis of securities purchases and disposals
Brutto analysis of fixed and intangible asset purchases and
disposals
Brutto analysis of activity 1n all income tax accounts (7900 and
. 3520/3521, 3620/3621)

g Prepare CFS following IAS 7 guidance

o A0 o e

s}

checklist doc page 2 of 2



Invalid Bridge Table Account Pairs for OLBank

2 = pair notin N.te

00¢ = number in NBU ta% — = pumber NOT in NBU table

0L

—~
Account Number Match
Old New NBU? Pattern Bank Palrs Comment English/Ukraine Description
160 0000 N —=——@---- o 7 Not in NBU table
195 0000 N XXXX@---- 0 1 Not In NBU table
273 0000 N XXXX@----— 0 2 Not in NBU fable
321 0000 N ~—=-g---- 0 1 Not in NBU table
614 0000 N  Xxxx@---- o] 1 Not in NBU table
620 0000 N  XXXX@---- 0 1 Not in NBU table
623 0000 N XXXX@---- 0 2 Not in NBU table
683 0000 N  Xxxxg---- 0 4 Not in NBU table
685 0000 N Xxxxg---- 0 6 Not in NBU table
716 0000 N  Xxxx@---- 0 10 Not in NBU table
720 0000 N  XXXX@---- 0 1 Not in NBU table
725 0000 N  ®XXX@-—-~ 0 1 Not in NBU table
76 0000 N  Xxxx@---- o 2 Not in NBU table
871 0000 N XXXX@---- 0 1 Not in NBU table
903 0000 N XXxXxX@---- o] 2 Not in NBU tabfe
907 0000 N  XxXxX@---- 0 i Not in NBU table
908 0000 N  XXXX@---- 0 1 Not in NBU table
909 0000 N  XXXx@---- 0 1 Not in NBU table
951 0000 N  XXXA@~---- o} 1 Notin NBU table
260 0000 N  xxxx@---- 0 1 Not in NBU table
970 0000 N  xXxXxx@---- o 1 Not in NBU table
12/12/1997 Page
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Account Number Match
oid New NBU? Pattern Bank Pairs Comy EnglishiUkraine Descripuan
976 0000 N Xxxx@e--- O 3 Notin NBU tord
979 0000 N  XxXxx@---- 0 1 Notin NBU table
999 0000 N  XXXA@P-=-= 0 1 Not in NBU fable
76 1003 N  XXXXOXXXX ‘. 0 3 validated 26/11/1907 Bank notes and colins at currency exchange sites
BaHkHOTH Ta MOHETA B OEMIHHMX NYHKTAX
76 1013 N XXXXPXXXX s o] 10 validated 26/11/1997 Travel checks and other checks at currency exchange sites
HopoxH Yeru B OBMIHHMX NYHKTOX
323 1312 N xxxx@xxxx __ 0 2 validated 26/11/11897 Short term loans, obtained from the National Bank of Ukraine through auction
KopoTkoctpokos! kpeguTy, skl oTpumant uepes aykuiod 8in Hawonansoro GaHky Yrpaikm
194 1426 N  XXXXDXXXX - O 34 validated 26/11/1997 (contra asset account) Non amortized discount from debt securities refinanced by the National Bank of Ukraine i bank
{kouTparTHsHt paxynox) HeamopTHaosaHMil AMCKOHT 30 BOPIroOBUMM LIHHUMK NANepamy, Wo pedIHaHCYIOTECS
76 1811 N XxXxx@xxxx _ O 20 added 26/11/11997 Accounts payable on cash transactions
ok Kpeguropeska 3¢60proBaHICTs 30 OMEepauiiMit 3 rOTIBKOIO
716 22 6g N Xxxx@xxxx &0 3 added 26/11/1997 Long term loans for current needs extended to individuals
¢ R JosrocTpokost kpeauTv, sk HanaH! drauuHm ocobam Ha NoTouHl noTpebu
716 2214 N  XXXX@Xxxx 00 5 added 26/11/1997 Long term loans for acquisition of buildings constructions equipment and land extended to individuals
® HosrocTpokosl kpeautH, sk HanaH ramurim ocobam HA kyniBnio ByaiBens, CNOpPya OBNARHAKHS TA 3eml
263 2604 N  XXXXPAXXX £~ 0 2 validated 26/11/1987 Targeted demand funds of business entities
q et Lhnsost kowm 1o zanuTanks cyb €kTiB rOCNOAAPCHKO! JIRNLHOCTI
©84 2610 N XAAXPRAXX e] 1 validated 26/11/1997 Short term deposits of business entlties
/,}\Iﬁ@\ & KopoTkocTpoKos! aenoauti ¢y €KTis foCnoAaPCLKOr AISNBHOCTI
c8e 2610 AXXXDAAXKX o] 1 validated 26/1111897 Short term deposits of business entities
Mrpﬁw”“p Kopotkocrpokos genoauti ¢y ekTiB rocnOAapeskol MAbHOCT!
719 2610 N  XXXXPXAXX o] 2 validated 26/11/1997 Short term deposits of business entities
o4t KopoTrocTpoxosl genoaut cy6'exTiB rocnoaapeskol SISLHOCT!
139 2903 J N  XXXXOXXXX o] 6  added 26/11/1997 Accounts payable on inactive accounts of clients
A b, Kpeguropcbka aaBoprosaHiCTb KAIEHTIB 30 HEAIKHMMM PAXYHKAMM
180 2903 Mxﬁxxxx 0 7  added 26/111897 Accounts payable on inactive accounts of clients
W Kpeavtopceka 3a6oprosaHICTs KINIEHTIB 30 HEAOYMMU POXYHKTMM
185 2903 N  XXXX@XXKX o) 3 added 26/11/1997 Accounts payable on inactive accounts of clients
ot BBt Kpepuropceka 3a60prosaHICTE KIIEHTIB 3Q HEBHOUMMM POXYHKAMM
&4 2903 N XAXKPRXXX 0 21  added 26/11/1297 Aceounts payable on Inactive accounts of clients
K‘WW 1 i iyl Kpenutopeska 3a6oproBaHICTb KIIEHTIS 30 HEAIOUMMM POXYHKAMM
320 2909 N -—---gx¥xx{U 0 2 vahdated 26/11/1997 Other accounts payable on transactions with cllents
v Wﬁ IHwa kpeguTopchka 3ABOPIOBAHICTL 30 ONepalaMM 3 KiteHTamu Baxky

ful g @eb&é&(@
321 2909 }l N ----ﬁxig(’xx (5 0 1 validated 26/ 1/1Wer accounts payable on transactions with clients

" M IHWa kpeguTopceKa 3aBOProBaHICTS 3G CNEPAUIAMM 3 KeHTaMM BaHiky
193 3103 N XXXx@XxxX o] 1 validated 26/11/1 Financial entities (not bank) issued shares and other investments with variable profit in the bank portfofio for sate

o f o y‘é e ylho, AKUH T HWE WHHI nanepu 3 HedikcosarmM NpuEYTKOM Y nopTden SaHKy HO NPOAAX K| BUMYLLEH!
191 3105 N XXXX@xx 0 4 validated 26/11/1997 Other shares and securities with variable profit In bank portfolio for sale
Wu-/ IHun akul TQ WHHE nanepu 3 HedikcoBaHMM NPUEYTROM Y nopTden Ganky Ha npopax
12 3410 N XXKXPRAKX 0 1 added fo 12/1211997 Stored low value items
ManouwHH! T WBMAKOSHOWYBGH! NPEAMETH HA CKIAA!
12/12/1987 ACC_ ERLV T FRN Page
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Account Number Match
Old New ttern
76 3540 %f W:{xx
76 36400 XXXXDRXKX

wi?;‘,wuw
904 3700 N AXXRDRXRK
oo
q03 3720 XPRARX
7 lew(éo&fc(
908 3720 N  xxXEX@xxxx
It w0
808 3900 N ~==~@xXxx
I m
76 3002 N XXXXPRXXX
1
937 4430 N XXXXDERXXX
941 4438 m XXXXPREXXK
b €AY Lo-bes
12 ‘é’é’zgow' N  XXXX@XXKX
13 W XXXXPXRXX
16 g;ogﬂ,&i/-”( KAXXDRAKX
936 5020 (}Mﬁ&c}:xxxzxxxx
tu/”'aW
76 6204 N  XXXx0xXxx
N
. w
904 7399 N XXXxPxxax
970 7419 XXXXDRXXX
N
970 7441 N  XXXX@PRXXX
12/12/1897

A

¥

Bank Pairs
0 3
0 2
0 1
0 1
0 2
0 5
0 2
0 2
0 1
0 3
0 1
0 2
0 1l
0 7
0 1
0 6
o 1

Con, 1t
validated 26/11/1997

vahdated 26/11/1997
validated 26/11/1897
added fo 12/12/1997
added fo 12/12/1997
validated 26/11/1997
validated 26/11/1997
validated 26/11/1997
validated 26/11/1997
added 26/11/1997
added 26/11/1997
added 26/11/1997
added 26/11/1€97
added fo 12/12/1997
added 26/11/1997

added 26/11/1997 ((( {\

added 26/11/1897

o

| ®
EnglishiUkralne Descriptidn

Accounts receivable on purchase of foreign currency and bank metals for bank's own account

HeGimopcska 3060proBaHICTL 3 NPHABAHHS HOZEMHO! BAMOTH TQ BOHKIBCEKMX METANIB 30 PAXYHOK BAHKY

Accounts payable on purchase of foreign currency and bank metals for bani's own account

Kpeautopcbke 3aB0proBOHICTs 3 NPUAGOHHA 1HOZEMHOI BAMOTH Ta BOHKIBCHKMX METAMIB 30 PAXYHOK GaHKyY

AL Clearing accounts on settlements in transactions with securities

AT Knipuurosl paxyHKM 30 pO3paxyHKGMM 3Q ONEPOLIAMM 2 LIHHAMK NANERpamu

Credit amounts under investigation

Kpeautos: cymm A0 2'acysanHs

Credit amounts under investigation

Kpenmrosr cymu fio a'scysanmHs

Accounts opened in bank establishments located in Ukraine

Paxyrru, wo eigkpun 8 yeranosax Gamky, sk posTawosaHl 8 YkpaiH

Settlements on credit resources extended to bank establishments located in Ukraine

Pospaxywist 30 KOWTAMY, HOLOHUMM YCTGHOBOM GQHKY, AIKI POITAWOBAHI 8 YKpatH:

Investments in construction in progress and in aperating fixed assets prior to start up

Kanrranst exnagerHs 3o Hesusepuwierim GYAIBHMUTBOM 1 30 HEBBRAGHUMM B EKCITYQTALIO ONERALIMHUMM

Complete capital investments in leased operating fixed assets

3aBepiieHt KONITQNLHE BKNAOAGHHS 30 ONEPOUIHMMU OCHOBHMMM 3ACOBOMM NPMAHATMMM B ONEPATUBHMIA MauHS

General provisions

3aranshi pesepen

General provisions

3aransHl pesepsk

General provisions

3araneH pesepau

General provisions

JaransHi pezepey

To be translated

AlT Peaynetar sig TOPIEI IHOZEMHOK BQMIOTOIO TQ GOHKIBCEKMMM METANaMH

To be translated

{Hw GaHKIBCHK onepafit BUTPGTH

To be translated

Chnata HWMX NOZATKIB Ta 0BOB AIKOBMX NACTEXIB, KPIM AOAATKY HA APHEYTOK

To be translated

Butparu Ha Hwn cucremy SaHKIBCEKOTO 38 A3ky
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277 2300 290598 26 08 98 230 000 00 202 446 00 27 554 00 -
170 86| 200498 240698 8 600 00 783460 765 40 -
303 2001 120698 49,08 98 20 000 00 17 740 00 226000 -
303 500 | 1206898 19 08 98, 50 000 00 44 425 00 557500
303 9| 120698 19 08 98 800 00 800 10 99 90 -
317 500 ) 190698 280898 50 000 00 43 810 00 6 190 00
317 100 | 190698 28 08:98 10 000 00 8780 00 1220 00 -
317 100 | 190698 2308 98 10 000 00 8 782,00 1218 00 -
317 100 { 1906 98 280898 10 000 00 877500 122500
317 100 | 1906 98 28 08 98 10 000 00 877800 122200 -
317 100| 190698 280898 10 000 00 8 785 00 121500
303 491 | 120698 19 08 98 49100 00 43 649 90 545010 -
0 -| 000100 : - - -
0 0001 00 - - -
3992 500,00 3035754,66 956 745,34 -




W ok f oM o "
Transactions During the Period-Accumulated Discount -
Bino6paxeHHA AUCKOHTY B OBMIKY NPOTArom nepioay CnpaBka
MoudaTkose |MepsicHa | MorawenHs  [AMopTUaoBaHUiA Amop‘msoéanmw Kmyesuﬁ sanvwok  |Qbnikosa LOara [OHeBHan
canbnp cyma AUCKOHT A0 .qn(:xonn " *|HeamopTusoBaHore |papticnis ilf1sa  |noraweH amopTu3
ANCKOHTY 1O 3BITHBOTO ppoerM %5& 5 .ﬁmrgé“nw BHaCMAOK {kiseiik tepiomy (o
Ay un nepioay nepiody i |amopmusau Gananey no MCBO
npuabaHux . - "WHuers pieecTigl &
MPOTHAroM { “ GBI
nepiogy Y% .
o bR T e
Ne [Fr1416: Kr6050 [KT.. 1416 (Kr_ 1426)
VO VRS A LA M A
247 145 564 89 000 145 564,89 86940,13| . 58624, 4 T of | 270598 398 81
250 16 807 00 000 16 807 00 994606 ... 6 %0%4* I 0 & 29 05 98 46 05
256 47 060 00 000 47 060,00 26 891,43 20 16857 ., . 0 (03 05 06 98 129 29
259 53628 95 000 53 628,95 2997344 | ° 23 655, 511 « 0 )] 10 06 98 146 93
268 58 250 00 000 58 250,00 31 045,33 27 204,67 Q - - 19 06 98 160 03
271 93 200 00 000 93 200 00 48 392,31 44 ée‘{ Be| ., (] 1)1 24 06 98 256 04
275 8137500 0,00 8137500 42 028,85 | ) 39 346,15 o {0) 0 2506 98 223 56
290 92 920 00 000 92 920 00 44 673,08 748 248 9.’5.* - - 08 07 98 255 27
272 61557 10 000 - 15 389,28 “35 308, 8‘( “ 10 863 250637 231298 129 32
276 114 100,00 0,00 - 39287 18 BT 0%0 00 17 763 332237 241298 208 97
271 000] 138288,00 - - 59 266,29 | . 79 022 350978 17 03 99 470,37
277 000] 27 554,00 27 554,00 - L27854001 (0) Y 26 08 98 309 60
170 000 765,40 - - 117,50 | . 0 (] 240698 11,78
303 000|  2260,00 2260 00 - 2 260, gé - . 19 08 98 33,24
303 000l 557500 5 575,00 - 5 575,00 - - 19 08 98 81,99
303 000 99 90 - . g, | 0 | 190898 1,47
317 000] 619000 - - 618 91 | 0 ] 280898 88 43
317 ooo| 122000 - . L {2191 (©) 6] 280898 17 43
317 000 121800 - - 1?)4 40 ©) & 28 08 98 1740
317 0,00 122500 - - 12250 - - 2808 98 17 50
317 0,00 1222,00 - - 122,02 0 ) 28 08 98 17,46
317 000 1215,00 - - 30&96‘ (V) 0 28 08 98 17 36
303 000f 545010 5450 10 - 5450,10" - - 19 08 98 8015
0 000 000 - - - - - 00 0100 000
0 000 0 00 - - - - » 00 01 00 000
764 463 192 282 629 645 374 567,07 4162 695,38 107 648 933 852




“auuq/bw\,

~Mp A “

atido_16¢1
AMopTH3aLlis SUCKOHTY NPAMONTHIHHMM MeTOA0M
ba3osui naket PospaxyHku no npogaqyx LN
MNosHwiA [lenHa Kinexicts gHiB  JAMOpTM3OBaHMA |AMopTusauia za [faTa KinbkicTb AHIB JeHna Cyma
fnepion amopTuaaws [aMoptusauily JAUCKOHT RO 3BITHIA Nep1og, nouarky o He amopTu3auin | HeamopTua
Ayku amopTinaay  |rpH 3BITHBOMY 3BITHLOTO amopTu3ay | npuiimaoTeca | no npoaaHux | AUCKOHTY no
(M) Hneplo‘m nepiogy O pO3paxyHKy L npogatux LN
amoptiusalll y
3BIT /nepiogl
Ne
K-J N M 0 L P la IR
247 365 398 81 147 86 940 13 58 62476 27 0597 - - -
250 365 46 05 149 9946 06 686094 290597 - - -
256 364 129 29 156 26 89143 20 168 57 0606 97 - - -
259 365 146 93 161 29973 44 23 655,51 1006 97 - - -
268 364 160 03 170 3104533 27 204 67 2006 97 - - -
271 364 256 04 175 48 392 31 44 80769 250697 - -
275 364 223 56 176 42028 85 3934615 26 06 97 - - -
290 364 255 27 189 44 673 08 48 246 92 0907 97 - - -
272 476 129 32 273 15389 28 3530481 030997 - - -
276 546 208 97 273 39287 18 57 050 00 26 06 97 - - -
271 294 470 37 126 - 5926629 27 0598 - -
277 89 309 60 89 - 27 554 00 290598 - - -
170 65 1178 65 - 117 50 2004 98 55 1178 647 90
303 68 3324 68 - 226000 120698 - - -
303 68 8199 68 - 557500 1206 98 - - -
303 68 147 68 - 876 120698 62 147 91 14
317 70 88 43 70 - 61891 190698 63 88 43 557109
317 70 17 43 70 - 121,91 190698 63 17 43 1098 09
317 70 17 40 70 - 10440 1906 98 64 17 40 111360
317 70 17 50 70 - 122,50 190698 63 17 50 1102 50
317 70 17 46 70 - 12202 1906 98 63 17 46 1099 98
317 70 17 36 70 - 10396 190698 64 17 36 111104
303 68 8015 68 - 545010 1206 98 - - -
0 - (35 795) - - 000100 - - -
0 - (35 795) - - 000100 - - -
374 567,07 462 695,38
Page 1




Market

MEPEOLIHKA ITOPT®ENS 0BAN

PospaxyHku 000 BU3HAYeHHA NONPaBoK Ao pyHKoeo! BapTocTi LM
0ObnikoBa BapTiICTL

Pryxa 36uTin Bin,

Ne ayky aoxoaHictb | Ouie go Putkosa un(:: g:ﬁ::cr;esz)ogy Bi’? c.:'gh NiepeotiHKn

110 AaHHMX JnorawenHs]  BapTiCTb MCEO "Uvier —— (roprosuit

aykuloHy weecTaLjl 8 OBON') nopteent)

Lower of
Issue # Annualized | Daysto | Market Value Net book value cost or Unrealized loss
market yield| maturity | at current rate market

A B c D E F G .
| E‘I’/703 Kr1490|
247 75 53% 0 0 0] 1] 0
250 75 53% 0 0 -0 -0 0
256 75 53% 0 0 0 0 0
259 75 53% 0 0 -0 -0 0
268 75 53% 0 0 0 0 0
271 75 53% 0 0 -0 -0 0
275 75 53% 0 0 0 0 0
290 75 63% 0 (0] 0 0 0
272 75 53% 84 229 741 250637 229741 20 896
276 75 53% 85 307 019 332237 307019 25218
271 62 52% 168 343 871 350978 34387 7 108
277 75 53% 0 0 0 0 0
170 75 53% 0 0 -0 0 0
303 75 53% 0 0 0 0 0
303 75 53% 0 0 0 0 0
303 75 53% 0 0 -0 0 0
317 75 53% 0 0 -0 -0 0
317 75 53% 0 0 0 0 0
317 75 53% 0 0 0 0 0
317 75 53% 0 0 0 0 0
317 75 53% 0 0 -0 -0 0
317 75 53% 0 0 0 0 0
303 75 53% 0 0 0 0] 0
0 75 53% 0 0 0 0 0
0 75 53% 0 0 0 0 0
337 880 631 933 852 880 631 53221

Nosaiasa 1



»

b

eplon obiry

KinbKkicTe npogaHux obnirayit
Cyma 3anyudeHHs sig OBAM : ] ;
Craska soxoaHocT (NBU) 70,00% 63,93% 62,17%
-0,001689413 -0,001462357 -0,000733122
Nosaiasa 1



TRD2

AHanimuytuil o6mk OB npodanux npomszom dee'amu micsayie 1998 p

Hommmansha H:::::;‘;_ O6nixoea 3:;:;;:;:
MNepaicHa BapTICTb 30BAHOMO BapTICTh Cyma Qoxia Big KACOBAM
{rpH) npoaaﬁnx MCKOHTY N0 nOﬂarl;ux npogax Toprism LN (nonaTkoemM)
npoaaxux LN obnikxom
Kr (Or) 6203
A B Cc D E F G H
C-D F-E F-B

247 0 0 0 0 0 0,00 0
250 0 0 0 0 0 0,00 0
256 0 0 0 0 0 0,00 0
259 0 0 0 0 0 0,00 0
268 0 0 0 0 0 0,00 0
271 0 0 0 0 0 0,00 0
275 0 0 0 0 0 0,00 0
290 0 0 0 0 0 0,00 0
272 ] 0 0 1] Q 0,00 0
276 0 0 0 0 0 0,00 0
271 0 0 0 0 0 0,00 0
277 0 0 0 0 0 0,00 0
170 7 835 8600 648 7 952 8 007 54,50 172
303 0 0 0 0 0 0 00 0
303 0 0 0 0 0 0,00 0
303 800 900 91 809 811 1,68 10
317 43 810 50 000 5571 44 429 44 429 0,09 619
317 8780 10 000 1098 8 902 8 902 0,09 122
317 8782 10 000 1114 8 886 8 886 0,00 104
317 8775 10 000 1103 8 898 8 898 0,00 123
317 8778 10 000 1100 8 900 8 900 0,18 122
317 8 785 10 000 1111 8 889 8 889 0,18 104
303 0 0 0 0 0 0,00 0
0 Y 0 0 0 0 0,00 0
0 0 0 0 0 0 0,00 0
96 345 109 500 11 835 97 665 97 721 56,72 1377

Page 1




Line

1000A
1050A
1100A
1150A
1200A
1250A
1300A
1350A
1400A
1450A
1500A

1550A
1600A
1650A

1700A
1750A
1800A

1850A

1900A
1850A
2000A
2050A
2100A
2150A

2200A
2250A
2300A
2350A
2400A
2450A
2500A

2550A
2600A

2650A
2700A
2750A
2800A
2850A
2900A
2950A
3000A
3050A

3100A
3150A

Sample Monthly Balance Sheet from Barracuda dated 01-04 1998

C Articles

ASSETS

© Cash on Hand

© Travelers Checks
Banks Metals
Funds at NBU
Secunties held for sale
State Bonds Nominal Value
Less Unamortized Discount / Premium
Net Investment in State Bonds
Equity Secunties
Debt Secunrties

Total Securities held for sale
Market Adjustment

Net Secunties held for sale
Due From Banks

Interbank Loans

Less Bad Debt reserve

Net Interbank Loans

Secunties Purchased under Agreement fo resel

Loans to
Business entities
State agencies
Indviduals
Employees

Total Loans

Less Bad Debt Reserve

Net Loans

Secunties held for nvestment

State Bonds Nominal Value

Less Unamortized Discount / Premium

Net Investment in State Bonds

Equity Secunties
Debt Secunties

Total Securities held for investment
Market Adjustments

Net Secunties held for investment
Investments i affiliates

Prepaid Expenses

Misc Accounts Receivable etc
Less Allowance for Bad Debt

Net Accounts Recevalbe

Cleanng accounts
Advances to Branches

Low Value ltems and Supplies Invetones

Exhibit IT - 4

TEST BANK #02XXX22 YYY
Prmary Corrections  Balance with Companson Difference Percent
Table Corrections Table
54829096 5000000 598 290 96 0 0 000%
351315 3500056 3851371 0 0 000%
0 0 0 0 0 000%
331048927 0 331048927 0 0 000%
2987 400 00 0 298740000 0 0 000%
856 428 30 0 856 428 30 0 0 000%
0 0 0 ] 0 000%
0 0 0 Q 0 000%
0 0 0 0 0 000%
213097170 0 213097170 0 0 000%
0 0 0 0 0 000%
213097170 0 213097170 0 0 000%
1050902 19 0 105080219 0 0 000%
4 949 600 00 0 494960000 0 0 000%
0 0 0 0 0 000%
4949 600 00 0 494960000 0 0 000%
1 600 0 0 0 0 000%
3258756 00 0 325875600 0 0 000%
0 0 0 0 0 000%
307 77900 0 30777900 0 0 000%
0 0 0 0 0 000%
3566 53500 0 356653500 0 0 000%
74607 00 0 74607 00 0 0 000%
349192800 0 349192800 0 0 000%
178000000 0 178000000 0 0 000%
346 503 00 0 346 503 00 0 0 000%
143349700 0 143349700 0 0 000%
0 0 0 0 0 000%
0 0 0 0 0 000%
1433497 00 0 143349700 0 0 000%
0 0 0 0 0 000%
1433 497 00 0 143349700 0 0 000%
0 0 0 0 0 0004
36 505 63 50 000 00 13494 37 0 ¢] 000%
129040 0 129040 0 ] 000%
21868678 0 21868678 0 0 000%
0 0 0 0 0 000%
218686 78 0 218686 78 0 0 000%
0 0 0 0 0 000%
0 ¢ 0 0 0 000%



Line

3200A
3250A
3300A
3350A
3400A
3450A
3500A
3550A
3600A

3650A

3700A
3750A
3800A

3850A

3900A

3950A
4000A
4050L
4100L
41501
42001
4250L
4300L
4350L
4400L
4450L
4500L

4550L

4600L
4650L
4700L
47501
4800L
4850L
4900L
4950L
5000t

5050L

5100L

5150L

5200L
52501
5300L
53501
5400L
5450L
5500L
5550L
5600L

5650L
5700L

5750C
5800C

C Artcles

Accrued Interest Recevable
Prepaid Taxes

Current

Deferred

Operating Fixed Assets

Owned

Leased

Construction i Progress

Less Accumulated Depreciation

Net Fixed assets

Fareclosed and ofher inactive fixed assets
Intangible Assets
Less Accumulated Amortization

Net Intangible Assets

Total Assets

LIABILITIES

Demand Deposits
State Budget
Bustness entities
Individuals

Time Deposits

State Budget
Business entities
Individuals

Certificate of Deposits

Total Deposits

Due fo banks

Loans Due NBU

Short Term

Long Term

Interbank Loans

Secunties sold under Agreement to Repurchase
Debt Secunties 1ssued

Term and revolving

Less Unamortized Discont / Premium

Net Term and Revolving
Subordinated Debt
Total Debt Secunrties Issued

Accrued Interest Payable

Misc Accounts payable and accruals
Cleanng Accounts

Advances from Branches

Deffered Income

Stockholder's investment pending registra
Accrued Income Taxes

Current

Deferred

Total Liabilities

CAPITAL
Statutory Capital

Pnmary Corrections  Balance with Companson Difference Percent
Table Corrections Table

1460273 0 1460273 0 0 000%

3337640 0 33376 40 0 0 000%

0 0 0 0 0 000%

755144 34 0 755144 34 0 0 000%

30969 69 0 30969 69 0 0 000%

0 0 0 0 0 000%

101 352 07 0 101352 07 0 0 000%

684 761 96 0 684 761 96 0 0 000%

786246 0 786246 0 0 000%

1673345 0 1673345 0 0 000%

653777 0 £53777 0 0 000%

10195 68 0 10195 68 0 0 000%

1792647431 3500056 1796147487 0 0 000%

0 0 0 0 0 000%

718569618 3500056 722069674 0 0 0 00%

-49939 88 0 -49939 88 0 0 000%

0 0 0 0 0 000%

238318 00 0 23831800 0 0 000%

1007 28589 0 100728589 0 0 000%

380 0 380 0 0 000%

848161995 3500056 8516620 51 0 0 000%

67420877 0 674 20877 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

305 970 00 0 305970 00 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

-40 885 59 0 -40 885 59 0 0 000%

87823981 0 -87823981 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 0 00%

0 Q 0 0 (] 000%

tion 000 0 0 0 ] 000%

8548672 0 -85 486 72 0 0 000%

0 0 0 0 0 000%

1046650084 3500056 10501501 40 0 0 000%



Line

5850C
5900C

5950C
6000C
6050C
6100C
6150C
6200C
6250C
6300C
6350C
6400C

6450C

6500C

6550C
6600C

6650T
6700C
6750C
6800P
6850N
6900D

6950C
7000C

C Ariles

Statutory Par Value
Capital Paid in excess of par value

Total statutory Capital

Less stock subscnbtion receivable
Net Statutory Capital

Current Penod Net income
Retaned eamings  appropniated
Retained eamings  unappropriated
Revaluation indexation
Accumulated IAS adjustments
Subtotal

Less Treasury Stock

Total Capitat

Total Capital and Liabilities

BALANCE

Not Found Accounts*
Postive
Negative

Difference

Pnmary Corections  Balance with Companson Difference Percent
Table Corrections Table

6 000 000 00 0 600000000 0 0 000%

0 0 0 0 0 000%

6 000 G600 00 0 600000000 0 0 0 00%

0 0 0 0 0 000%

6000 000 00 0 600000000 0 0 000%

780639 51 0 780 639 51 ¢ 0 000%

34522508 0 34522508 0 0 000%

262 380 65 0 262 380 65 0 0 000%

7172823 0 7172823 0 0 000%

0 0 0 0 0 000%

745997347 0 745997347 0 0 000%

0 0 0 0 g 000%

745997347 0 745997347 0 0 000%

1792647431 3500056 1796147487 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

0 0 0 0 0 000%

For mora info on Rejected Accounts refer to Ervor Log



National Bank of Ukraine — Financial Infrastructure Development
Implementation of International Accounting Standards

Final Report

Exhibit ITI

Management Reporting Tools

International Business & Technical Consultants Inc
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Run Date 18/11/1998

Line

A100
A110
A120
A130
A140
A160
A170
A180
A190
A200
A210
A495
A499

1500
L510
1520
L530
L540
L550
L995
L.999

X100

Z200
2300
2400
Z500

yg%ﬁ‘%

Description

Currency

State securnties held for sale
Other securities held for sale
Funds in NBU acccotnts
Funds in other banks
Interbank loans & REPQs
Loans to businesses

Loans to government

Loans to individuals
Secunties held for Investment
Other investments

Misc Accounts Recelvable & clearing
Total Forex assets

Demand Deposits

Time deposits

Due to banks

NBU loans & REPOs

Loans & REPOS from other banks
Debt securities 1ssued by bank
Misc Accounts payable & clearing
Total forex habiities

Long(Short) position

3800 AL Position In forex & metals
Off balance sheet long position
Off balance sheet short position
Other off balance sheet contingent

Sample Bank Foreign Exchange Position from #01 File dated 29/05/1998

e e USS

DM

Short term Long term Short term

221

26

COO0OO0OODONOOTOOOODOD

26

oo oOooOo

193

ol ala]

[5]
o

rY

- © =
NOOOOoODOON A NOODOOOOOMOOO

-

OO0 0O0D0O0O0O00DO0O

CO0O0OO0OOO0OO

(=]

[« NoleNaeNoNeNoNoloNeNeNeNeol

O0O0O0O0O0O0O0O

o

UKL wnm om cene RR @ e -— Other -
Long term Shortterm Longterm Shortterm Longterm Shortterm Long term
1 0 29 0 5
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 52 0 70
0 0 0 0 0
0 0 ] 0 0
0 0 0 o] 0
0 0 1] 0] 4]
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
1 0 81 0 76
0 0 -23 o] 57
0 0 0 o] 0
0 0 0 0 0
0 0 0 0 0
0 o] 0 0 0
0 0 0 0 0
-1 0 0 0 9
-1 0 -23 0 66
0 0 58 0 10
0 0 58 0 -10
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0

QOO

OO0 00

Exhibit T -1

Hrivnia/1 000

-~ - --Total

Short term Long term

286

10 044
6 309

52
2172

10
8543

1501

1694

403

ODOo000OQO0O

26

N

OO0 O0OOO

26

~
oo ooOo0m

~

193

OO0



Exhibit IIT -1

Sample Bank Foreign Exchange Detail from #01 file dated 29/05/1998

Currency Short/ Asset/
Account Branch Amount Long
Code Liability
Term
Forex Report Line LS00
2600 13 112 5647500 S L Current accounts of business entities
18 112 45066 S L
18 280 325800 S L
26 280 217948 S L
18 398 -16860 S L
13 810 050 S8 L
18 810 720271 S L
26 810 -155833 S L
13 840 167 S L
18 840 -7252917 S L
24 840 7502 S L
26 840 483224043 S L
2603 13 280 1151286 S L Distributive accounts of business entities
18 810 1355125 S L
18 840 13666 S L
2620 13 280 088 S L Current account of individuals
18 280 144 S L
24 280 1270 8 L
26 280 -23891 S L
26 280 3817 S L
26 826 -3389 S L
12 840 136619 S L
13 840 79277 8 L
18 840 36315 S L
26 840 35715872 S L
26 840 8943095 S L
2630 12 840 1146028 S L Short-term deposits of individuals
18 840 21968340 S L
24 840 1707725 8 L
26 840 55893812 8 L
26 840 -72013 S L
2635 24 840 1831175 L L Long term depostts of individuals
26 840 5695777 L L
2638 12 840 51073 S L Accumulated expenses on term deposits of individuals
18 840 822144 S L
26 840 3557045 S L
2903 26 280 1316 & L Accounts payable on inactive accounts of chents
26 810 24498 S L
26 840 622174 S L
Line L500 Total 6 384 710 31




Currency Short/ Asset/
Account Branch Code Amount Long Liability
Term

Forex Report Line L510
2610 26 840 5143750 S L Short-term deposits of business entities
2618 26 840 -70459 S L Accumulated expenses on term deposits of business entities
Line L510 Total 52,142 09
Forex Report Line L520
1600 26 280 22513 8 L Correspondent accounts of other banks

26 840 242456 S L

26 840 1749 S L
1919 26 810 029 S L Other accounts payable on transactions with banks

26 840 216933101 S L
Line L520 Total -2 171,998 48
Forex Report Line L9895
3640 26 250 219182 S L Accounts payable on purchase of foreign currency and bank metals

26 826 83560 S L
3720 26 112 670177 S L Credit amounts under investigation
Line L995 Total 9,729 19
Grand Total 8,618 580 07




. EXhlblt III -2
Test Bank

FUNDS FLOW REPORT

Previous Period #01XXX88 VWV
Current Period #01X00488 www
For Branch { Region Consolidated
Funds Were Obtatned From (Used For)
Increase (Decrease) in deposits

22 08 1998
23 08 1998

Demand -2,471 36
Time 677 62
Due to banks 6,528 99
Total Increase (Decrease) 4,735 26
Increase (Decrease) in Loans due NBU 1,14372
(Increase) Decrease In interbank Loans and Repos -52 95
Increase (Decrease) in Interbank / Repo Borrowings -6,821 09
(Increase) Decrease in Loans to
Business entities -1,264 79
Individuals and other -9 87
Total (Increase) Decrease in Loans ~1,274 65
(Increase) Decrease in Secunities held for sale 39,595 70
(Increase) Decrease in securities held for invst -40,232 45
(Purchase) Sale of premise, eqipm, & intang Ass -124 17
Advances (To) From Branches 500
Increase (Decrease) in Debt Secunities Issued 2000
Increase (Decrease) in Capital 33593
Increase (Decrease) in Clearing Accounts -102 66
Other ncreases (Decreases) in funds, net 11,261 85
Total increase (Decrease) n funds 8,489 47
Funds beginning of day 17,592 31
Funds end of the day consists of
Currency and metals 4,806 43
Due from NBU 790 88
Due from Banks 20,484 48
Total 26,081 79
Balance 000
Funds (Required) Provided overnight
Daily operating currency 2000
Statutory Reserve 6,000 Q0
Interbank Loans / Repos 000
Interbank Borrowings / Repos 000
Transactions with securities ¢ 00
Credit Operations 000
Other 000
Total 6,020 00
Funds (Required) Provided day 2-8
Interbank Loans / Repos 000
Interbank Borrowings / Repos 000
Transactions with securities 000
Credit Operations 000
Other 000
Total 000
. Excess (Deficient) Funds 32,101 79

Prepared by N Savitsky Amounts i Thoursands Printed 16 10 1998 17 47

oy



Date 12/11/1998

BANK BRANCH PERFORMANCE REPORT

Exhibit ITT -3

Hryvnia/1 000

Line Title January February March April May June July August September October November December
Branch 03 Performance
010 |Net interest iIncome 4 2 28 14 12 7 11 0 0 0 0 0
020 |% of total assets 05 02 20 10 11 03 05 00 00 00 00 00
030 |Net other bank iIncome 43 46 25 43 37 41 41 0 0 0 0 0
040 |Salaries & benefits 1 10 11 9 1 11 9 0 0 0 0 0
050 |Operating expenses 39 44 46 49 -45 45 39 0 0 0 0 0
060 |[% of total assets 45 35 33 37 39 18 16 00 0o 00 00 00
070 |Profit(Loss) before tax 0 0 7 8 5 4 14 o] 0 0 0 0
080 |interbranch ihcome 5 6 2 6 2 10 19 0 0 0 o} 0
090 |Interbranch expense 6 6 9 7 6 6 19 0 0 o] 0 0
100 |Total assets 874 1239 1388 1318 11583 2523 2 459 0 0 o] 0 0
110 |Total earning assets 487 522 644 782 595 1679 1850 0 4] 4] [¢] 4]
120 |% of total assets 558 421 464 593 516 665 752 00 00 00 00 00
130 |Customer deposits 160 184 199 185 192 201 237 0 0 0 o] 0
140 |Interbranch receivables 514 269 303 229 189 316 43 0 o 0 0 0
150 |Interbranch payables 95 95 95 218 75 1151 1134 0 ¢} 0 0 0
160 |Net interbranch 419 174 208 11 114 835 1091 0 0 0 0 0
Branch 08 Performance
010 |Net interest income 6 1 8 6 3 4 2 0 0 0 ] 0
020 |% of total assets 34 05 33 31 11 15 08 00 00 00 oo 00
030 |Net other bank iIncome 2 2 2 3 3 4 6 0 0 0 0 0
040 |Salaries & benefits 5 0 5 6 6 6 6 0 0 0 0 0
0S0 |Operating expenses 8 3 10 9 7 10 8 0 0 0 o] 4]
060 |% of total assets 46 20 44 43 21 31 32 00 00 00 00 00
070 {Profit(l.oss) before tax 0 0 0 0 0 1 0 0 0 0 0 0
080 |{Interbranch income 6 1 8 7 4 5 2 0 [} 0 0 0
090 |Interbranch expense 6 1 8 7 4 5 2 o] [} 0 0 0
100 |Total assets 167 165 229 210 317 306 249 0 ¢} o] 0 0
110 |Total earning assets 14 12 15 39 53 107 31 0 [} 0 0 0
120 |% of total assets 85 74 66 184 168 352 124 00 00 (o1} aa g0
130 |Custorer deposits -45 58 106 142 198 184 181 0 0 o] 0 o]
140 |Interbranch recetvables 113 146 188 260 227 130 193 0 0 0 0 0
150 [Interbranch payables 133 132 103 126 124 119 116 0 0 0 0 0
160 }Net interbranch 20 14 85 134 102 11 77 0 0 0 0 0
Page 1 of 3
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Line Title January February March Apnl May June July August September October November  December
Branch 13 Performance
010 |Net interest income 21 26 29 3 18 0 1 0 0 0 0 0
020 {% of total assets 13 17 18 02 07 00 00 00 00 00 00 00
030 |Net other bank income 13 25 7 19 9 16 30 0 0 0 0 0
040 [Salaries & benefits 7 8 11 7 7 7 8 0 0 0 o] 0
050 |Operating expenses 22 25 35 20 28 52 31 0 4} 0 0 0
060 |% of total assets 14 17 21 11 10 17 10 00 00 00 (V] 00
070 |}Profit(Loss) before tax 12 25 0 3 1 36 0 0 0 0 0 0
080 |{Interbranch income 32 16 54 46 50 68 17 o] 0 0 a 0
080 |Interbranch expense 43 41 55 47 50 35 18 0 0 0 0 0
100 |Total assets 1641 1516 1643 1759 2651 3115 3074 0 0 0 o] o]
110 |Total earning assets 1028 954 952 996 1350 1877 2397 0 0 0 0 0
120 |% of total assets 626 630 579 566 509 602 780 6o 00 00 00 00
130 |Customer deposits 2727 2931 3052 3053 3137 -3011 2995 0 o] 0 ] 0
140 {Interbranch receivables 2709 3057 2799 3053 3050 2512 2725 0 0 0 0 0
150 |Interbranch payables 72 135 71 61 191 781 1204 0 0 0 0 0
160 |Net interbranch 2636 2 922 2728 2992 2 859 1731 1521 4] 0 0 0 0
Branch 14 Performance
010 [Net interest income 12 17 2 9 15 13 13 0 0 0 [§] 0
020 {% of total assets 08 09 01 04 07 06 07 00 00 00 00 00
030 |[Net other bank income 23 25 56 7 20 26 23 0 0 0 0 0
040 |Salanes & benefits 6 6 7 7 6 5 7 0 0 0 o] 0
050 |Operating expenses 30 35 34 12 25 26 26 0 0 0 0 0
060 |% of total assets 20 18 14 05 11 11 13 00 00 00 00 oo
070 |Profit(Loss) before tax 6 7 24 5 11 14 11 0 0 o] 1] 4]
080 |Interbranch income 12 9 26 9 1 14 3 0 0 0 0 [
090 |interbranch expense 6 3 7 3 0 2 8 0 0 0 0 0
100 |Total assets 1526 1920 2 456 2221 2341 2258 2074 0 0 0 0 0
110 |Total earning assets 848 823 669 750 739 648 579 0 0 4} 0 0
120 |% of total assets 556 429 273 338 316 287 279 00 00 00 00 00
130 [Customer deposits 284 286 373 -417 -455 481 522 0 0 0 0 0
140 {interbranch recetvables 21 102 82 198 262 377 512 [¢] o] 0 0 8]
150 |lInterbranch payables 694 724 860 775 875 776 748 0 0 0 0 0
160 |Netinterbranch 674 623 778 577 613 399 237 0 0 0 0 0
Page 2 of 3



Line Title January February March Aprid May June July August September October November December
Branch 19 Performance
010 [Net interestincome 4 5 5 3 6 6 8 0 0 0 0 0
020 |% of total assets 09 11 08 05 08 07 09 00 00 00 00 00
030 ]Net other bank income 3 2 4 2 3 2 3 0 0 0 0 0
040 |Salaries & benefits 3 3 3 3 3 3 3 0 0 0 a a
050 |Operating expenses 7 7 ] 5 9 8 11 0 0 0 0 0
060 |% of total assets 15 15 14 08 11 10 13 00 00 00 00 oo
070 {Profit(Loss) before tax 0 0 0 0 0 0 0 0 0 0 0 0
080 |interbranch income 4 3 17 10 1 13 5 0 o] s} 0 0
090 |interbranch expense 4 3 17 10 11 13 5 0 0 0 s} [¢]
100 {Total assets 452 465 668 691 797 791 855 o] 0 0 0 0
110 |Total earning assets 334 296 521 515 571 551 550 0 0 0 0 0
120 |% of total assets 739 636 780 745 77 697 643 00 00 00 00 00
130 jCustomer deposits 234 257 249 296 312 311 364 0 0 0 0 0
140 |interbranch receivables 209 204 204 252 262 394 692 0 0 0 a [¢]
150 |Interbranch payables 115 102 323 332 357 467 62 0 o] 0 0 0
160 |[Net interbranch 94 102 119 80 94 72 630 0 0 "] 0 0
Branch 26 Performance
010 |Net interest income 422 485 255 793 405 595 717 0 0 ¥ 0 0
020 |% of total assets 03 04 02 06 03 05 05 00 00 00 (s]0] 00
030 |Net other bank income 305 131 374 130 603 100 314 0 0 0 0 0
040 |Salaries & benefits 117 115 128 127 173 127 125 a o] a 2] 0
050 |Operating expenses 651 582 657 808 695 566 845 0 0 0 0 0
060 1% of total assets 05 05 05 06 05 04 06 00 00 00 00 00
070 |Profit(Loss) hefore tax 76 34 27 115 313 129 187 0 o] 0 0 0
080 |interbranch income 119 65 32 84 351 207 188 0 0 0 o] 0
090 |Interbranch expense 43 47 -45 63 50 22 14 0 ¢} o} 0 0
100 |Total assets 130 846 130 210 131 951 135 751 138 571 130 089 144 864 0 0 0 0 0
110 |Total earming assets 83465 85 281 80926 89 355 87 291 79272 86 472 0 v} 0 0 0
120 |% of total assets 638 655 613 658 630 609 597 00 0o 00 00 00
130 |Customer deposits 10226 10 784 11 397 11 369 11430 11187 11 803 o 0 0 o] 0
140 |Interbranch receivables 13910 13410 13162 14027 14319 16076 13720 ¢} 0 0 0 0
150 |Interbranch payables 16 605 16 205 15 486 16704 16 884 16 756 14921 0 o] 0 0 0
160 |Net interbranch 2695 2796 2324 2676 2 565 680 1201 0 0 0 0 0
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International Business & Technical Consultants, Inc

US Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13 Telephone (380-44) 246 4952
Kyiv 252034 Ukraine (380-44) 225-7515

E-Mail

(380-44) 229-6525
ibtciua@sovamua com Fax (380-44) 246-4953

These financial statements have been prepared in connection with the Financial Infrastructure
Development Project, Pilot Bank Program, promoted by the National Bank of Ukramne (NBU) and
funded by the Umnited States Agency for International Development (USAID) These financial
statements are submutted to NBU and USAID to 1illustrate results of the above mentioned project and
should not be used for any other purpose

The Bank adopted various changes m financial accounting policy during the fourth quarter 1997 in
order to comply with NBU directives, which gwided a phased transition to the adoption of
International Accounting Standards (IAS) For this reason, the financial records of the Bank as of
and for the quarter ended December 31, 1997 reflect only partial adoption of TAS principles The
financial statements presented here do not agree with the accounting records of the bank because
certain additional fourth quarter adjustments were made n order to present financial statements,
which were 1n substantial compliance with IAS

These financial statements are not audited and certain additional IAS adjustments and disclosures
could be required by ndependent auditors performing an examiation m accordance with
International Standards on Auditing (ISA)

NBU/USAID/IBTCI/Financial Infrastructure Development Project 2



Forum Bank
Balance Sheet as of December 31, 1997

Assets
Cash on Hand
Travelers Checks
Funds at NBU
Securities held for sale
State Bonds - Nomunal Value
Less Unamortized Discount / Premium
Net Investment 1n State Bonds
Market Adjustment
Net Securities held for sale
Due From Banks
Interbank Loans
Loans to
Business entities
Individuals
Total Loans
Less Bad Debt Reserve
Net Loans
Securities held for investment
State Bonds - Nominal Value
Less Unamortized Discount / Premium
Net Investment 1n State Bonds
Market Adjustments
Net Securities held for Investment
Prepaid Expenses
Misc Accounts Recervable, etc
Accrued Interest Receivable
Prepaid Taxes
Current
Deferred
Operating Fixed Assets
Owned
Leased
Less Accumulated Depreciation
Net Fixed assets
Foreclosed and net intangible assets
Total Assets

Exhibit IV -1

(thousand UAH)
548
19
3,310

2,987
(592)

2,395
(308)

2,088

1,051
4,950

3,259
308

3,567
(5

3,492

1,780
©3)

1,685
23)

1,661

38
203
15

33
100

755

31
(101)

685

18

18,211
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Laabilities and Shareholders' Equity

LIABILITIES

Demand Deposits
Business entities
Individuals

Time Deposits
Business entities
Individuals

7,972
50

238
1,007

Total Deposits

9,268

Due to banks
Interbank Loans
Accrued Interest Payable
Misc Accounts payable and accruals
Accrued Income Taxes
Current
Deferred

674
306

41
105

85
43

Total Liabilities

10,523

SHAREHOLDERS' EQUITY
Caputal stock, 10 hrivna parvalue, 600,000 shares auto
Appropriated retained earnings

Reserve for loan losses

Other
Unappropriated retained earnings
Revaluation Indexation
Shareholders' Equuty

Total Liabihities and Shareholders' Equity

6,000

45
300
1,271
72

7,688

18,211

* The notes are an integral part of these financial statements



Forum Bank
Statement of Income

For the Quarter Ended December 31, 1997

Interest Income
Interbank Loans
Customer Loans
Securities
Total Interest Income
Interest Expense
Interbank Borrowings
Deposits
Total Interest Expense
Net Interest Income
Other banking Income and Expenses
Fee and Commussion Income
Fee and Commussion Expense
Gain (loss) from FX trade operation
Gain (loss) from Trading Securities
Other banking income
Total other banking Income and expenses
Total Banking Income

Operating Expenses
Salaries and Employee benefits
Advertising, Audit and professional fees
Travel and Entertainment
Amortization of Fixed Assets and Intangibles
Utilities
Rent
Telephone
Security
Repairs
Charitable contributions
Other taxes and penalties
Other Operating Expenses
Total Operating Expenses

Income before provision for Income Taxes and
cumulative effect of IAS Adjustments
Income Taxes
Current
Deferred Benefit
Total Income Taxes
Net Income before cumulative effect of
IAS Adjustment
Cummulative effect of IAS Adjustments
Income accrued on loans and state securities
Expenses accrued
Total cummulative effect of IAS Adjustments
Net Income

(thousand UAH)

911
265
330

1506

52
433
486

1020

410
98
66
(331)

49

1069

201
23

29
17
59
45
26

27
163

604

465

180
(100)

80

385

473
57

416

801

* The notes are an mtegral part of these financial statements
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Forum Bank

Statement of Cash Flow
For the Quarter Ended December 31, 1997
(thousand UAH)
Cash Flow From Operating Activities
Net Income from operations 385
Adustments to reconcile net income to net cash flow
provided from operating actiwrizes

Depreciation and amortization 29
Market value adjustment on securities 331
Amortization of discount on securities (330)
Deferred tax benefit on market value adjust (100)
Increase (Decrease) in prepaids and other assets (161)
(Increase) Decrease 1n other liabilities (85)
Net cash provided by operating activities 70

Cash provided from Investing Activities

(Increase) Dectease 1n Interbank loans and REPOs 4,164
(Increase) Decrease 1n Loans to
Bustness entities (1,054
Individuals and other (63)
Purchase of state bonds held for investment (350)
Redemption and sale of securities
State bonds held for investment redeemed 1,533
Equity secunities sold 12
State bonds sold 929
Purchase of premise and equipment, net of retirements (104)
Purchase of intangible assets )
Net cash (used) provided from investing activities 5,063

Cash provided from financing activities
Increase (Decrease) in Deposits

Demand (3,539)
Time 409
Due to Banks 542
Increase (Decrease) 1n interbank borrowings and REPOs 494

Net cash (used) provided from financing activities (3,082)

Net increase 10 cash and equivalents 2,051
Cash and equivalents at beginning of period 2,878
Cash and equivalents at end of year 4,929

* The notes are an integral part of these financial statements



FORUM BANK
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1997

Note I SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Background

Jomnt Stock Commercial Bank “Forum” was registered with the National Bank of Ukramne (NBU) on
January 31, 1994 as Joint Stock Bank “Lad-Credit” and renamed to Joint Stock Commercial Bank
“Forum” according to Protocol # 7 on December 26, 1996 The Bank operates on the basis of NBU
License # 62 offering banking services to residents and non-residents, including transactions with
foreign currency and mvestment securities

In June 1997 the securities and stock market state commaission gave permission to Forum bank to
register owners of nominative shares, as well as permission to realize depository activities The bank
was admitted to the Professional Registrar and Depositary Association

Basis of Preparation

The preparation of financial statements in conformity with IAS requires management to make
estimates and assumptions that affect the amounts of assets, liabilities, revenues and expenses
recorded 1n the financial statements and disclosure of contingent assets and liabilities Actual results
could differ from those estumates Estimates that are particularly susceptible to change relate to the
provisions for estimated loan losses and the fair value of financial instruments

The Bank adopted various changes 1n financial accounting policy during the fourth quarter 1997 in
order to comply with NBU duwectives, which gwmided a phased transition to the adoption of
International Accounting Standards (IAS) For this reason, the financial records of the Bank as of
and for the quarter ended December 31, 1997 reflect only partial adoption of IAS principles The
financial statements presented here do not agree with the accounting records of the bank because
certain additional fourth quarter adjustments were made in order to present financial statements,
which were 1n substantive compliance with all IAS These financial statements are not audited and
certam additional IAS adjustments and disclosures could be required by independent auditors
performing an examination in accordance with International Standards on Auditing (ISA)

Foreign currency
The Bank’s reporting currency i the financial statements i1s the Ukramian Hryvna (UAH)
Transactions denominated 1n foreign currencies are translated into UAH at the NBU official rate of
exchange on the transaction date Monetary assets and liabilities are translated at the balance sheet
date exchange rate All gains and losses resulting from the changes in the exchange rate are reported
m the Income Statement

The official exchange rates for the major currencies as of December 31, 1997 were the
following

UAH
100 United States Dollars (USD) 189 90
100 German Marks (DEM) 105 97
10 000 Russian Rubles (RUR) 319
NBU/USAID/IBTCI/Fancial Infrastructure Development Project 7
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Cash and Cash Equivalents
In order to prepare the statement of cash flow, cash and cash equivalents, including cash on hand,
traveler’s checks, due from NBU and due from banks

Loan Loss Reserve

The loan loss reserve 1s provided based on the analysis of the probable losses in loan portfolio
(except mterest and commussions) for all types of loans in national and foreign currency Specific
provistons are made as a result of a detailed appraisal of risk on the bases of the borrower’s payment
history, unusual situations, which may affect borrower’s repayment ability to return a loan, the value
of the collateral and current economic conditions Increases to the specific reserve are charged to
expense 1n the period the estimate 1s made A general reserve 1s provided on the entire loan portfolio
to cover overall risks and 1s reported as an appropriation of retained earnings

Securities

Securities held for sale are stated at the lower of cost or market value Investment securities held for
mvestment are acquired for yield or capital growth purposes and it 1s management’s mtention to
hold them until maturity In accordance with NBU directives, securities held for investment are
stated at the lower of cost or market on year-end market valuation

Fixed assets
Fixed assets are stated at historical cost, adjusted for statutory revaluations Depreciation 1s provided
on a straight-line basis over estimated useful lives of the assets The useful lives of the assets are
estimated as

Buildings 50 years
Furniture, fittings and equipment 5 years
Motor vehicles 5 years

Interest and Commissions
Interest and commuissions are recognized 1n the period m which they are earned or incurred Fee and
commisston imncome primarily relates to transaction processing services performed for customers

Taxation
Income tax expense was determined on the basis of the “Law on the Enterprise Profit Tax”
mtroduced on 01 01 97 During 1997 the base tax rate in Ukraine for banks was 30%

Note 2 CASH AND DUE FROM BANKS
As of December 31, 1997
(in thousands UAH)

Cash on hand 548
Travel checks 19
Due from NBU 3311
Total Cash 3878

The Bank 1s required to maintain obligatory mmmimum cash reserves with the NBU The reserve as
of December 31, 1997 was computed based on deposit balances 1 accordance with NBU
requirements Of the total cash balance as of December 31, 1997, 363 000 UAH 1s restricted

NBU/USAID/IBTCI/Fmancial Infrastructure Development Project 8



. Note 3 LOANS AND ADVANCES TO CUSTOMERS
The loan portfolio by industry group as of December 31, 1997

(1n thousands UAH)
Manufacturing 105
Trading 2932
Loans and advances disbursed to banks 4950
Other 455
Total loans and advances 8442

The average interest rates on loans to business entities and other chents as of December 31, 1997

o Iegal entities — 34%,

e Individuals - 55%
Interbank loans with collateral (state bonds) comprise 60% of the total loan portfolio All loans were
short-term with maturity less than one month The average annual interest rate approximated 38%

Reference 1s made to Note 9 for disclosure of average loan maturities

Note 4. LOAN LOSS RESERVE PROVISION
As of December 31, 1997

(1n thousands UAH)
Specific Reserve General Reserve appropriated
. from Retained Earnings
Beginning Balance 55 0
Provision for the penod 0 0
charged to expense
Appropriation of Retamed 20 45
Earnings
Less Recovery 0 0
Ending Balance 75 45
Note 5 FIXED AND INTANGIBLE ASSETS
(mn thousands UAH)
Description 1 October Additions Disposals December
1997 31, 1997
Buildings 9 44 0 53
Transportation means 125 13 6 132
Computers and equipment 503 38 0 541
Furmiture 49 19 0] 68
Intangible assets 13 4 0 17
Total 699 118 6 811
Accumulated depreciation -76 -32 0 -108
Fixed assets are revaluated i accordance with Mimstry of Finance regulation, which define
‘ revaluation indexes pertient to the category and life of a fixed asset item

NBU/USAID/IBTCI/Financial Infrastructure Development Project 9
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Note 6 INCOME TAX

For the accounting period the Bank reports current income tax expense of 180,000 UAH Income tax
expense 1s based on taxable net income calculated in accordance with Ukramian tax rules and
regulations

In addition a future tax benefit of 100 000 UAH was recorded on the market value reserve provided
for state bonds

Note 7 CAPITAL REQUIREMENTS

The NBU regulates Ukrainian banks through monthly reporting of capital adequacy ratios Capital
adequacy 1s computed as the ratio between equity and risk weighted assets and must be minimum of
8% As of December 31, 1997, the Bank’s reported capital adequacy ratio was 43,5%

Note 8 MATURITIES AND AVERAGE INTEREST RATES ON ASSETS AND
LIABILITIES
As of December 31, 1997

(in thousands UAH)

Assefs Less than Less than More than More than Total
1month 3 months 3 months 12 months

Cash on hand and balance with 3878 3878
the NBU
State bonds for sale 357 88 1642 2 087
Due from banks 6 001 6 001
Loans to
Business entities 1215 280 1 689 3184
Individuals 19 256 33 308
State bonds for investment 488 1028 145 1661
Fixed assets 703 703
Other assets 48 341 389
Total assets 11 649 1921 2 296 2 345 18 211
Liabihities and Equity
Due to banks 980 980
Demand Deposits
Business entities 7972 7972
individuals 50 50
Time Deposits
Business entities 239 239
Individuals g 998 1007
Other habilities 85 190 275
Total habilities 9 326 199 998 10523
Equity 7 688 7 688
Total habilities and equity 18 211

According to the bank’s policy preference 1s given to short-term loans for a period from 1 month up
to 3 months

NBU/USAID/IBTCI/Financial Infrastructure Development Project 10
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Average 1nterest rates on deposits of business entities are as follows
Less than 1 month - 8%

Less than 3 months — 13%

More than 3 months — 18%

More than a year — 20%

Average 1nterest rates on deposits of indrviduals are as follows
Less than 1 month - 5%

Less than 3 months — 9%

More than 3 months ~ 13%

More than a year — 15%

Note 9 RELATED PARTY TRANSACTIONS

The NBU has defined insiders as key Bank managers and, among others, individuals or
corporations, which own directly or indirectly 10% or more of Bank’s shares of Capital Stock

As of December 31, 1997, 982 000 UAH 1nloans were outstanding to msiders at an average mterest
rate of 35% In addition the Bank rented its building from a major shareholder at an annual rental
cost of 241 121 UAH

Note 10 NET FOREIGN CURRENCY POSITIONS

As of December 31, 1997

(in thousands)
Assets USdollars DEM RUR
Cash 28 4 4
Accounts with banks 809 199 43
Bank’s debtors 62 3 0
Loans to clients 348 742 0
Accrued mterest 950 0 0
Due from banks 760 0 0
Total assets 2008 947 47
Liabihties USdollars DEM RUR
Customer accounts 1114 647 23
Bank’s creditors 0 86 0
Accrued expenses 980 3 0
Time deposits 902 0 0
Due to banks 0 106 0
Total habilities 2 030 842 23
Net long (short) foreign currency position (22) 105 24

NBU/USAID/IBTCI/Fmancial Infrastructure Development Project
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Vulitsa Lysenko 4 Apartment 13

International Business & Techmical Consultants, Inc

U S Agency for International Development
Fmancial Infrastructure Development Project

Kysv 252034, Ukraine

E-Mail

ibtciwa@sovamua com

Telephone

Fax

(380-44) 246-4952
(380-44) 225-7515
(380-44) 229 6525
(380-44) 246 4953

BANK FORUM
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
March 31, 1998
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Fornm Bank

Balance Sheet
(thousand UAH)
ASSETS March 31, 1998 December 31, 1997
Cash on Hand 745 548
Travelers Checks 57 4
Funds at NBU 905 3310
Securities held for sale
State Bonds Nomunal Value 2885 2987
Less Unamortized Discount (406) (856)
Net Investment in State Bonds 2479 2131
Equity Securities 1020 0
Total Securities held for sale 3 499 2131
Market Adjustment (250) 0
Net Securtties held for sale 3249 2131
Due From Banks 1379 1051
Interbank Loans 4202 4 950
Loans to
Business entities 8418 3259
Individuals 148 308
Total Loans 8 566 3567
Less Reserve for Loan Losses (75) 15
Net Loans 8491 3492
Securities held for investment
State Bonds - Nominal Value 667 1780
Less Unamortized Discount (73) (347)
Net Investment m State Bonds 595 1433
Low Value Items and Supphes Inventories 54 37
Misc Accounts Recervable etc 3 220
Accrued Interest Receivable 53 15
Prepaid Taxes
Current 29 33
Deferred 75 0
Operating Fixed Assets
Owned 1333 755
Leased 31 31
Less Accumulated Depreciation (13D (101)
Net Fixed assets 1233 685
Intangible and Inactive Assets 22 25
Less Accumulated Amortization (8) (O)
Net Intangible Assets 15 18
Total Assets 21 084 17 926
LIABILITIES
Demand Deposits
Business entities 3970 7186
Individuals 960 50
Time Deposits
Business entities 208 238
Individuals 1156 1007
Certificate of Deposits 31 0
Total Deposits 6325 8481
Due to banks 617 674
Interbank Loans 3956 306
Securities sold under Agreement to Repurchase 505 0
Accrued Interest Payable 106 41
Misc Accounts payable and accruals 209 878
Accrued Income Taxes
Current 169 85
Deferred 71 0
Total Liabilities 11958 10 465
Sharcholders' Equity
Capital Stock 6 694 6 000
Appropriated Retained Earnings
Loan Loss Reserve i) 45
Other 300 300
Unappropnated Retamed Earning 1983 1043
Revaluation Indexation 72 72
Total Shareholders Equity 9126 7460
Total Liabilities and Shareholders' Equity 21084 17 925
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Forum Bank
Statement of Income
For the Quarter Ended March 31, 1998

(thousand UAH)
Interest Income
Interbank Loans 407
Customer Loans 1202
Securities 267
Total Interest Income 1 876
Interest Expense
Interbank Borrowings 222
Depostts 181
Total Interest Expence 403
Net Interest Income 1473
Other banking Income and Expenses
Fee and Commussion Income 313
Fee and Commission Expense 143
(Gam)/loss from FX trade operation (182)
(Gamn)/loss from Trading Securities 334
Other banking income 8
Total other banking Income and Expenses 26
Total Banking Income 1499
Operating Expenses
Salaries and Emploee benefits 268
Advertising, Audit and professional fees 54
Travel and Entertainment 2
Amortization of Fixed Assets and Intangibles 31
Utilities 55
Rent 63
Telephone 62
Security 24
Repairs 7
Charitable contributions 1
Other taxes and penalties 63
Other Operating Expenses 126
Total Operating Expenses 756

Income before provision for Income Taxes and

IAS adjustment (743)
Income Taxes
Current 361
Deferred Benefit (75)
Total Income Taxes 286
Net Income before cuammulative effect of IAS 457)
Adjustment

Cummulative Effect at January 1, 1998 of IAS

Adjustment to record amortization of Dscount on State
Bonds (514)

Net Income 971




Statement of Cash Flow
For the Quarter Ended March 31, 1998

Cash Flow From Operating
Net Income from operations

Adjustments to reconcile net income to net cash flow

Forum Bank

(thousand UAH)
Activities

provided from operating activities
Depreciation and amortization

Market value adjustment on
Amortization of discount on

securities
securities

Net decrease (increase) i trading securities
(Increase) Decrease mn Loans to

Business entities
Individuals and other

(Increase)/decrease in accrued interest recetvable

Increase (Decrease) m Depostts

Demand
Time
Due to Banks

Increase/(decrease) m accrued mterest payable
(Increase) decrease m prepaids and other assets

Increase (decrease) m other
Cash paid for income taxes

Net cash provided by (used 1n) operating activities

Cash (used) provided mn (from) Investing Activities
Increase (Decrease) i mterbank borrowings and REPOs

hiabilities

Purchase of state bonds held for mvestment
Redemption and sale of securities
State bonds held for mvestment

Transfer to securities for s

Purchase of premuse and equipment, net of retirements

ale

Purchase of mtangible assets

Net cash (used) provided n mnvesting activities

Increase (decrease) m wnterbank borrowmgs and REPOs

Capital contribution from Shareholders

Net cash (used) provided by financing activities

Net mcrease (decrease) mn cash and equivalents
Cash and equivalents at begmning of period
Cash and equivalents at end of year

743

31
250
(267)

(917)

(5 160)
160
(39

(2 305)
148
67

65

208
(655)

202

7 995

748
(957)

1951
161

(579)
4
1320

4155
694
4 849

(1827)
4913
3 086

e
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Balance as of
December 31, 1997

Stock Subscriptions
recetved

Increase in General
Loan Loss Reserve

Current Period Net
Income

Balance as of
March 31, 1998

Forum Bank

Statement of changes in Shareholders' Equty
For the Quarter Ended March 31, 1998

(thousand UAH)
Appropriated Unappro-
Retained Earnings priated Revalua-
Capital Loan Loss Retained tion
Stock Reserve Other Earnings Indexation

6 000 45 300 1043 72

694 0 0 0 0

0 32 0 (32) 0

0 0 0 972 0

6 694 77 300 1983 72




International Business & Technical Consultants, Inc

U S Agency for International Development
Fiancial Infrastructure Development Project

Vulitsa Lysenko 4 Apartiment 13
Kytv 252034, Ukrane

E-Mail 1bicia@sovamua com

Telephone

Fax

(380-44) 246 4952
(380 44) 225 7515
(380 44) 229-6525
(380-44) 246-4953

FORUM BANK
FINANCIAL REPORTS (UNAUDITED)
As of and for the quarter ended
June 31, 1998

NBU/USAID/IBTCI/Financtal Infrastructure Development Project



Balance Sheet

(thousand UAH)
ASSETS 01071998 01041998 Dafference
()
Cash on Hand 1008 745 262
Travelers Checks 79 57 22
Funds at NBU 2453 905 1 547
Securities held for sale
State Bonds - Nominal Value 0 2 885 -2 885
Less Unamortized Discount / Premium 0 -406 406
Net Investment in State Bonds 0 2479 -2479
Equity Securities 238 1 020 =782
Total Securities held for sale 238 3499 -3 261
Market Adjustment 0 -250 250
Net Securities held for sale 238 3249 -3 011
Due From Banks 1925 1379 546
Interbank Loans 7610 4202 3 409
Loans to
Business entities 14 969 8418 6 550
Individuals 476 148 328
Total Loans 15 444 8566 6 878
Less Bad Debt Reserve -148 -75 =73
Net Loans 15296 8491 6 805
Securities held for investment
State Bonds - Nominal Value 6 699 667 6032
Less Unamortized Discount / Premium -646 -73 -573
Net Investment i State Bonds 6 053 595 5 459

Prepaid Expenses 45 56 -11
Misc Accounts Receivable, etc 19 1 18
Accrued Interest Receivable 21 53 -32
Prepaid Taxes
Current 32 29 3

Deferred 0 75 -75
Operating Fixed Assets and Intangible Assets

Owned 3864 1356 2509

Leased 0 31 -31
Less Amortization of Fixed Assets and -184 -136 -5
Intangibles
Net Fixed assets and Intangible Assets 3680 1247 2 433
Total Assets 38 459 21 084 17 376

NBU/USAID/IBTCI/Financial Infrastructure Development Project



Balance Sheet

(thousand UAH)
LIABILITIES
Demand Deposits
Business entities -13 132 -3 970 -9 162
Indrviduals -1 304 -960 -343
Time Deposits
Business entities -347 =239 309
Individuals -2 255 -1 156 -1 099
Total Deposits -17 238 -6 328 -10 913
Due to banks -656 -617 -39
Interbank Loans -638 -3 956 3318
Securities sold under Agreement to 0 -505 505
Repurchase
Accrued Interest Payable -98 -106 8
Misc Accounts payable and accruals -177 -209 32
Accrued Income Taxes
Current -264 -169 -5
Deferred -175 -71 -104
Total Liabilities -19 245 -11 958 -7 288
CAPITAL
Statutory Capatal -15 500 -6 694 -8 806
Retained earnings - appropriated
General reserve -111 =77 =34
Other reserve -300 -300 0
Retained earnings - unappropriated -3 231 -1 983 -1 248
Revaluation Indexation =72 =72 0
Total Capital -19 214 -9 126 -10 088
Total Capital and Liabilities -38 459 -21 084 -17 376

NBU/USAID/IBTCI/Financtal Infrastructure Development Project



Statement of Income

Interest Income

Interbank Loans
Customer Loans
Securities
Other
Total Interest Income
Interest Expense
Borrowings from NBU
Interbank Borrowings
Deposits
Total Interest Expense
Net Interest Income

Fee and Commuission Income
Fee and Commission Expense

Gan (loss) from FX trade operation
Gain (loss) from Trading Securities

Other banking income

Total non-interest Income
Less Provision for loan losses
Total Banking Income

Operating Expenses
Salaries and Employee benefits
Advertising, Audit and professional fees
Travel and Entertainment
Amortization of Fixed Assets and Intangibles
Utilities
Rent
Telephone
Security
Repairs
Charitable contributions
Other taxes and penalties
Other Operating Expenses
Total Operating Expenses
Income before provision for Income Taxes and prior
period ad)

Income Taxes
Current
Deferred
Total Income Taxes
Net Income before prior period Adjustment

Effect of prior Period Adjustment to

Income

Expense

Total prior period Adjustments

Net Income after prior Period Adjustment

Sor 6 months

(thousand UAH)
For quarter ended

1998 March3l |  June3l
1054 07 646
311t {207 1912

705 267 436

> 0 2

-4 873 1876 2 996
14 0 14
465 222 244
563 181 382
1043 403 640
3830 1474 -2 356
700 31 387
295 143 152
2398 182 215
399 334 65

7 S 1
-408 26 382
73 0 73

4 165 1500 .2 665
527 268 259
100 54 46

3 2 1

20 31 49
111 55 55
65 63 1
133 62 71
49 24 25

12 7 5

2 1 1

136 63 73
178 126 52
1395 757 639
2770 743 -2 026
1031 361 671
0 7> 75
1031 286 746
1738 458 -1 281
~i6 ~16 g

4] 1 ]

516 K158 1
-2 254 -972 i 282

NBU/USAID/IBTCI/Financial Infrastructure Development Project



Statement of Cash Flow

(thousand UAH)
For 6 months For quarter ended
1998 = March 31 June 31
Cash Flow From Operating Activities
Net Income from operations 2770 743 2026
Adrustments to reconcile net income to net cash
Flow provided from operating activities
Depreciation and amortization 80 31 49
Provision for credit losses 73 0 73
Market value adjustment on securites 0 250 250
Amortization of discount on securities -680 267 J14
Net deciease (increase) in trading securities 60 -917 977
(Increase) decrease n Loans (net of write-offs) to
Busmess entities -11 710 -5 160 -6 550
Individuals and other -168 160 -128
(Increase) decrease 1n accrued mterest receivable -7 -39 32
Increase (decrease) in Deposits
Demand 7200 -2 308 9505
Time 1556 148 1 408
Due to Banks -18 =57 39
Increase (decrease) i accrued interest payable 57 65 -8
(Increase) decrease m prepaids and other assets 201 208 7
Increase (decrease) mn other habilities -674 =655 -19
Cash paid for income taxes -676 -202 -175
Net cash provided by (used n) operating -1 937 -7 995 6 058
Activities
Cash (used 1n) provided by Investing Activities
(Increase) decrease in Interbank Loans -2 661 748 3409
Purchase of Securities
State bonds held for nvestment -4 123 -957 3165
Redemption of securities
State bonds held for investment 2 344 1951 392
Sale of securities, net of gain or loss 161 161 0
Purchases of premise and equipment, net of retirements 3062 -579 2487
Purchases of premise intangible assets -4 -4 0
Net cash (used 1n) provided by mvesting activities -7 344 1320 -8 664
Cash (used) provided (from) financing activities
Increase (decrease) in NBU and interbank borrowings 332 4 155 3823
and repos
Treasury stock (acquired) reissued 0 0 0
Capital Contribution from Shareholders 9500 694 8 806
Net cash (used mn) provided by financing activities 9 832 4 849 4 983
Net increase (decrease) mn cash and equivalents 551 1827 2378
Cash and equivalents at beginning of period 8 000 4913 3086
Cash and equivalents at end of year 8 551 3086 5 464

NBU/USAID/IBTCI/Financial Infrastructure Development Project




‘ Forum Bank

Statement of changes in Shareholders' Equity

(thousand UAH)
Appropriated Retained
Earnings Current period | Unappropriated | Revaluation
Capital | Loan Loss | Other Net income Retained Indexation
Stock Reserve Earnings

Balance as of 6 000 45 300 781 262 72
December 31,
1997
Increase 1n the 694 32 515 749
Statutory Capital
Decrease n the -323
Statutory Capital
Balance as of 6 694 77 300 973 1011 72
March 31, 1998
Increase 1n the 8 806 34 1282
Statutory Capital
Decrease in the -34
Statutory Capital
Balance as of 15 500 111 300 2255 977 72

June 30, 1998

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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International Business & Technical Consultants, Inc

U S Agency for [nternational Development
Financial Infrastiuctui e Development Project

Exhibit IV -2

Vulitsa Lysenko 4 Apartment (3 Telephone

Ky 252034 Ukramne

E Mail 1ibtciua@sovamua com

Fax

(580 44) 246 4952
(380 44) 225 7515
(380 44) 229 6525
(380 44) 246 1953

OLBANK - HEAD OFFICE
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
December 31, 1997

NBU/USAID/IBTCIl/Financial Infrastructure Development Project



These financial statements have been prepared 1n connection with the Financial Infrastructure
Development Project, Pilot Bank Program, promoted by the National Bank of Ukraine (NBU)
and funded by the United States Agency for International Development (USAID) These financial
statements are submitted to NBU and USAID to illustrate results of the above mentioned project
and should not be used for any other purpose

The Bank adopted various changes in financial accounting policy during the fourth quarter 1997
1n order to comply with NBU directives which guided a phased transition to the adoption of
International Accounting Standards (IAS) For this reason, the financial records of the Bank as
of and for the quarter ended December 31, 1997 reflect only partial adoption of IAS principles
The financial statements presented here do not agree with the accounting records of the bank
because certain additional fourth quarter adjustments were made 1n order to present financial
statements which were m substantial compliance with IAS

These financial statements are not audited and certain additional IAS adjustments and disclosures
could be required by independent auditors performing an examination in accordance with
International Standards on Auditing (ISA)

NBU/USAID/IBTCI/Financial Infrastructure Development Project 2



OLBANK - HEAD OFFICE

BALANCE SHEET
As of December 31, 1997

ASSETS

Cash and balances with the National Bank of Ukraine
Securities held for dealing purposes

Placements with, and loans and advances to, other banks

Loans and advances to customers, less provision
Government and other securities held for investment

Fixed and mtangible assets, net of accumulated
depreciation and amortization
Loans and advances to branches

Prepaid imncome taxes
Other assets

Total Assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities

Loans from the National Bank of Ukraine
Deposits of other banks

Customer deposits

Loans and advances from branches

Other habilities

Total liabiities
Commitments and contingencies

Shareholders’ equity
Statutory capital

Reserves and retained earnings
Less treasury stock

Total shareholders equity

Total habilities and shareholders equuty

The notes are an mtegral part of these financial statements

Notes

3,5
4,5,16

19
13

o O WO

19

15

10, 14, 15
10

Hryvna (000)

5,629
227

4,893
12,103

4,814

3,217
901

303
561

32,648

4,492
572
12,374
1,822
210

19,470

7,784
6,784
14,568
1,390

13,178

32,648

NBU/USAID/IBTCl/Financial Infrastructure Development Project
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OLBANK - HEAD OFFICE
INCOME STATEMENT
For the quarter ended December 31, 1997

Notes
Interest income 11
Interest expense 12
NET INTEREST INCOME
Commuission income, net
Currency trading gains (losses), net
Other income (expense)
Total non-interest ncome
TOTAL INCOME
Operating expenses 13
Loan loss provision 5,10
NET INCOME (LOSS) BEFORE AND AFTER
INCOME TAXATION 10

The notes are an integral part of these financial statements

Hryvna
(000 )

2,162
613

1,549
211
152

70
433

1,982

1,572
898

__ (488)

NBU/USAID/IBTCl/Financial Infrastructure Development Project



OLBANK - HEAD OFFICE
STATEMENT OF CASH FLOWS
For the quarter ended December 31, 1997

Hryvna

Notes (000 )
OPERATING ACTIVITIES
Net Loss before income taxation (488)
Adjustments to reconcile net loss to net cash provided by operating
activities
Depreciation and amortization 171
Provisions for credit and other risks 898
Amortization of discount on government securities (389)
(Increase) decrease 1n accrued interest receivable 127
Increase (decrease) 1n accrued interest payable (14)
(Increase) decrease in miscellaneous assets 1,233
Increase (decrease) in miscellaneous liabilities (2,712)
Cash payments for income taxes (303)

(1,477)

Net repayments of loans and advances to banks 2,378
Net repayments of customer loans and advances 4,794
Net repayments of borrowimgs from the National Bank of Ukraine (460)
Net decrease 1n current accounts and deposits of other banks (2,536)
Net increase 1n customer current accounts and deposits 1,588
Net Cash provided by (used in) operating actvities 4,287
INVESTING ACTIVITIES
Purchases of government discount and other securities (2,257)
Proceeds of matured securities 2,945
Acquisttions of fixed and intangible assets (710)
Proceeds from sales of fixed assets 460
Net (increase) decrease in branch investments 19 (206)
Net cash provided by (used in) investing actwities 232
FINANCING ACTIVITIES
Treasury shares purchased from shareholders (1,390)
Net cash provided by (used in) financing activities (1,390)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,129
Cash and cash equivalents at the beginning of the period 2,500
Cash and cash equivalents at the end of the period 5,629

The notes are an mtegral part of these financial statements

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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Balance as of
September 30, 1997
Changes 1n
accounting policy

Restated balance

Changes 1n loan
provision

Net loss for the
period

Shares repurchased

Balance as of
December 31, 1997

OLBANK - HEAD OFFICE
STATEMENT OF CHANGES IN EQUITY
For the quarter ended December 31, 1997

Hryvma (000)

Statutory Retained  General Other Treasury

Capital Earnings Reserves Reserves Stock Total
7,784 7,225 47 - - 15,056

(135) 135
7,784 7,090 47 135 - 15,056

(34) 34

(488) (488)
(1,390) (1,390)
7,784 6,568 81 135 (1,390) 13,178

The notes are an integral part of these financial statements

NBU/USAID/IBTCHFinancial Infrastructure Development Project



OLBANK - HEAD OFFICE
NOTES TO THE FINANCIAL STATEMENTS
For the quarter ended December 31, 1997

Note 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Background

OLBank (the Bank) was legally established as Joint Stock Company of closed type on January
26, 1994 The Bank’s primary activities are the provision of banking and financial services to
commercial and private customers primarily located in Ukraine

Basis of Preparation

The preparation of financial statements 1n conformity with IAS requires management to make
estimates and assumptions that affect the amounts of assets, liabilities, revenues and expenses
recorded 1n the financial statements and disclosure of contingent assets and liabilities Actual

results could differ from those estimates Estimates that are particularly susceptible to change
relate to the provisions for estimated loan losses and the fair value of financial instruments

Generally, formal financial statements are 1ssued for a consolidated entity These financial
statements, however, reflect the statement of position and results of operations of the Kyiv head
office of OLBank In addition to the main office, OLBank has five branches throughout Ukrame,
the financial position and results of operations of which are not reflected 1n these statements

The Bank adopted various changes in financial accounting policy during the fourth quarter 1997
1n order to comply with directives of the National Bank of Ukraine (NBU), which guided a
phased transition to the adoption of International Accounting Standards (IAS) For this reason,
the financial records of the Bank as of and for the quarter ended December 31, 1997 reflect only
partial adoption of TIAS principles The financial statements presented here do not agree with the
accounting records of the bank because certain additional fourth quarter adjustments were made
in order to present financial statements which were 1n substantive compliance with IAS These
financial statements are not audited and certain additional adjustments and disclosures could be
required by independent auditors performing an examination in accordance with International
Standards on Auditing (ISA)

Foreign currencies

The Bank’s reporting currency n preparing 1its financial statements 1s the Ukrainian Hryvna
(UAH) Transactions denominated in foreign currencies are translated into UAH at the official
rate of exchange of NBU on the date of the transaction Monetary assets and liabilities are
translated at the rate of exchange on the balance sheet date All resulting gains and losses are
recorded 1n the respective profit and loss account

The official rates of exchange for major currencies as of December 31, 1997 were

UAH

100 United States Dollars (USD) 189 90

100 German Marks (DEM) 105 97

10 000 Russian Roubles (RUR) 319
NBU/USAID/IBTCl/Financial Infrastructure Development Project 7



Cash and Cash Equivalents

For purposes of these financial statements, reported cash and cash equivalents are comprised of
cash on hand, travelers’ checks and deposits in correspondent account with the NBU Cash on
deposit at foreign and domestic banks 1s classified with other interbank placements

Allowances for Loan Losses

Allowances for loan losses reflect an amount which 1s judged by management to be adequate to
provide for specifically identified risks of loss in the loan portfolio (excluding accrued interest
and commussions recervable) Management’s evaluation of the allowance 1s based on the Bank’s
past experience, known and mnherent risks 1n the loan portfolio, adverse situations that may affect

borrowers’ ability to repay, the estimated market value of any underlying collateral and current
economic conditions

The total of the allowance for loan losses 1s deducted from the corresponding balance sheet
figures of balances due from banks and loans and advances to banks and customers, respectively,
and the portion representing an impairment which occurred during the reporting period 1s
deducted as a provision 1n the income statement

In addition to the specific reserves described above, the Bank 1s required by the NBU to form a
general reserve as an appropriation of retained earnings

Non-accrual Loans
Loans are placed on non-accrual status when 1nterest or principal 1s delinquent 1n excess of thirty
days, except when all amounts due are fully secured by cash and collection proceedings are in

progress After an additional thirty days’ delinquency, previously accrued 1nterest income
relating to non-accrual loans 1s reversed

Securities

Securities held for sale are stated at the lower of cost or market value Investment securities are
acquired for yield or capital growth purposes and usually held to maturity Temporary declines
1n market value of investment securities are therefore not recognized 1n the financial statements

Fixed assets
Fixed assets are stated at historical cost, adjusted for statutory re-indexations Depreciation 1s

provided on a straight-line basis over estimated useful lives of the assets The useful lives of the
assets are estimated as

Buildings 50 years
Furniture, fittings and equipment 5 years
Motor vehicles 5 years

Interest and Commaissions

Interest and commussions are recognized in the period in which they are earned or incurred Fee
and commussion income primarily relate to transaction processing services performed for
customers

NBU/USAID/IBTCI/Financial Infrastructure Development Project 8



Taxation

Income tax expense was determined on the basis of the “Law on the Enterprise Profit Tax”
introduced on 01 01 97 During 1997 the base tax rate in Ukraine for banks was 30%
Note 2 CASH

Cash as of December 31, 1997 was

Thousand UAH
Cash on hand 610
Travelers’ checks 62
Balances with the NBU 4,957
Total cash 5,629

The Bank 1s required to maintain obligatory minimum cash reserves with the NBU The reserve
as of December 31, 1997 was computed based on deposit balances 1n accordance with NBU
requirements Of the total cash balance as of December 31, 1997, 1S restricted

Note 3 PLACEMENTS WITH AND LOANS AND ADVANCES TO BANKS

December 31, 1997

Thousand UAH
Correspondent accounts with banks 854
Placements with foreign banks -
Placements with Ukraiman banks 4,039
Total 4,893
Specific allowance for potential losses
Recognized as a reduction of current
Period income -
Total interbank loans and advances 4,893
General allowance for potential losses
Recogmized as an appropriation of
Retained earnings 81

Correspondent accounts with banks are Nostro accounts comprised of interest and non-interest
bearing accounts with Ukrainian and foreign banks

As of December 31, 1997, loans to banks were comprised of UAH and foreign currency
placements with maturities of less then one month The average annual interest rates at December
31, 1997 were approximately 18% for foreign currencies and 35% for local currency

NBU/USAID/IBTCI/Financial Infrastructure Development Project 9
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. Note 4 LOANS AND ADVANCES TO CUSTOMERS

Loans and advances to customers as of December 31, 1997 were

Thousand UAH

Business entities 12,630

Individuals 346

Total 12,976
Specific allowance for potential losses
Recognized as a reduction of current

Period income (873)

Total loans and advances to customers 12,103

General allowance for potential losses
Recognized as an appropriation of
Retained earnings -

The customer loan portfolios as of December 31, 1997 were distributed as follows

Thousand UAH
‘ Manufacturing 1,700
Trading 5,116
Energy 4,459
Other 1,701
Total current accounts 12,976

Note 5 ALLOWANCES FOR LOAN LOSSES

The specific loan loss reserves as of December 31, 1997, and changes 1n reserves for the quarter

then ended were as follows

Thousand UAH
Loans and advances to
Banks Customers
Balance as of September 30, 1997 - 422
Provision for estimated losses of current period - 898
' Loans charged off during current period - (447)
Balance as of December 31, 1997 - 873

NBU/USAID/IBTCY Financial Infrastructure Development Project
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The general loan loss reserves as of December 31, 1997, and changes 1n reserves for the quarter

then ended were as follows

Thousand UAH

Loans and advances to
Banks Customers
Balance as of September 30, 1997 47 -
Net change in general reserves 34 -
Balance as of December 31, 1997 81 -

Note 6 SECURITIES

The composition of trading and mvestment portfolios of securities as of December 31, 1997 was

as follows
Thousand UAH

Securities held for sale 227
Securities held for investment
Ukraiman government treasury bills

Nominal value 5,201

Less unamortized discount (467)

4,734

Equity investments 80
Total securities held for investment 4,814

There 1s no active market for the equity securities 1n the above portfolio, therefore no reasonable
estimate of current fair value can be made Accordingly they are stated at cost

NBU/USAID/IBTCl/Financial Infrastructure Development Project i1



. Note 7 FIXED ASSETS AND INTANGIBLES

(Thousand UAH)

September December
30, 1997 Additions Disposals 31,1997

Buildings - 600 - 600
Vehicles 1,230 4 19 1,215
Equipment 353 486 365 474
Furniture 856 68 - 924
Leasehold improvements 214 214
Intangible assets 55 242 83 214
Total 2,708 1,400 467 3,641
Accumulated depreciation 260 171 7 424
Net book value 2,448 1,229 460 3,217

Note 8 CURRENT AND TERM DEPOSIT ACCOUNTS

Current and term deposit accounts as of December 31, 1997

Current accounts Thousand UAH
State enterprises 3,284
Limited liability and joint stock companies 7,763
Individuals and other 90

Total current accounts 11,137

Term deposuts

Limited liability and joint stock companies 197
Individuals and other 1,040
Total term deposits 1,237
Total current and term deposit accounts 12,374

NBU/USAID/IBTCI/Financial Infrastructure Development Project



. Note 9 DUE TO NBU AND OTHER BANKS

Due to NBU and other banks as of December 31, 1997

Thousand UAH
Due to NBU 4,492
Correspondent accounts 2
Borrowings from banks 570
Total due to banks 572

As of December 31, 1997, borrowings from banks were at an average annual mnterest rate of 20%

and matured within one month

Note 10 MOVEMENTS IN CAPITAL

In the original books of entry of the Bank, numerous fluctuations in retained earnings during the
fourth quarter of 1997 resulted from drawing on reserves and allocation to reserves based on tax

accounting rules which differed from financial accounting during this transitional period

. Due to the lack of detail and resources available to compile accurate beginning balances of

capital accounts (as of September 30, 1997) and the related cumulative effect of IAS changes as
of this date, the focus of these statements was to confirm those IAS differences only at December
31, 1997 The only cumulative effect change shown m the accompanying Statement of Changes
in Equuty 1s to reflect the transfer of cumulative asset re-indexations out of retained earnings to a

separate component of capital

One significant adjustment to the balance of reported retained earmings as of September 30, 1997

which was not made 1s the recogmtion of the prior period effect of the 898,000 loan loss
provision made in the fourth quarter 1997 According to IAS, asset impairments should be
recognized m the period in which they occurred It 1s possible that a significant portion of the
loss recogmzed 1n the fourth quarter 1997 should have been recognized 1n the performance
statements of prior quarters

Note 11 INTEREST INCOME

Thousand UAH

Loans and advances to individuals 1,384

Loans and advances to banks 372

Investment activities 389

. Other 17
Total interest income 2,162

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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' Note 12 INTEREST EXPENSE

Thousand UAH

Current and term deposit accounts 194
Deposits and borrowings from banks 320
Other 99
Total interest expense 613

Note 13 OPERATING EXPENSES

Thousand UAH

Salary and related expenses 578
General administrative expenses 823
Depreciation 171
Total operating expenses 1,572

Note 14. CAPITAL REQUIREMENTS

. The NBU regulates Ukraiman banks through monthly reporting of capital adequacy ratios
Capital adequacy 1s computed as the ratio between equuty and risk weighted assets and must be
mimmum of 8% Proportion of capital and assets indicates capital adequacy of the Bank for

active transactions with allowance for risks incident to different types of banking activities As of

December 31, 1997, the Bank’s reported capital adequacy ratio was 55%

Note 15 COMMITMENTS AND CONTINGENCIES

As of December 31, 1997, the Bank has outstanding guarantees and export letters of credit
amounting to UAH 2,001,600

Note 16 RELATED PARTY TRANSACTIONS

As of December 31, 1997, the Bank had outstanding loans to related parties as follows

Thousand UAH

Shareholders 4,258

Other related parties 302

Gross loans to related parties 4,560

. Specific allowances for losses (858)
Net loans to related parties 3,702

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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. Note 17 MATURITIES OF ASSETS AND LIABILITIES

Thousand UAH
Under Under3 3tol2 Over Total
ASSETS 1l month  months months 12 months
Cash 5,629 5,629
Trading securities 227 227
Loans to banks and customers — 4,893 12,103 16,996
Investments 4,814 4814
Fixed Assets 3,217 3,217
Advances to branches 901 901
Other assets 561 303 864
Total assets 10,522 12,103 6,503 3,520 32,648
LIABILITIES AND
EQUITY
Loans from NBU 4,492 4,492
Interbank deposits 572 572
Deposits from legal entities 9,818 1,934 11,752
Deposits from individuals 622 622
Interbranch borrowing 1,822 1,822
Other habilities 210 210
. Shareholders’ equity 13,178 13,178
Total habiuities and equity 14,882 622 1,934 15,210 32,648

NBU/USAID/IBTCI/Financial Infrastructure Development Project 15
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‘ Note 18 FOREIGN CURRENCY POSITION

Sigmificant foreign currency positions of the Bank as of December 31, 1997 are as follows

Thousand UAH
Assets Deutsch Russian
US Dollars marks Roubles

Cash 61 59 5
Accounts with banks 460 96 280
Debtors 68 10
Loans to clients 3,338
Accumulated revenue 18
Loans to banks 1,139
Total Assets 5,084 165 285
Liabilities
Customer accounts 2,391 2 5
Creditors 6 6 200
Interbranch settlements 348 78 61
Accrued expenses 29
Term deposits 569
Borrowings from banks 570
Total Liabilities 3,913 86 266
Net'long (short) foreign

‘ currency position 1,171 79 19

Note 19 INTERBRANCH BALANCES

The accompanying balance sheet reflects receivables from and payables to branches of 901,000
and 1,822,000 hryvna, respectively These balances would be eliminated in a consolidated
balance sheet Analogous mnterbranch eliminations would be made for income and expense
accounts 1n the income statement The accompanying income statement includes interest income
and interest expenses of 17,000 and 110,000 hryvna, respectively

NBU/USAID/IBTCI/Financial Infrastructure Development Project 16
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International Business & Technical Consultants, Inc.

U S Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4, Apartment 13 Telephone
Kyiv 252034 Ukrame

E Mail 1btciua@sovamua com Fax

(380-44) 246-4952
(380-44) 225 7515
(380-44) 229-6525
(380-44) 246-4953

OLBANK
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
March 31, 1998
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Balance Sheet on 01-04-1998

Articles

ASSETS

Cash on Hand

Travelers Checks

Banks Metals

Funds at NBU

Secunties held for sale

State Bonds - Nominal Value
Less Unamortized Discount / Premium
Net Investment in State Bonds
Equity Secunties

Debt Secunrties

Total Securities held for sale
Market Adjustment

Net Securtties held for sale
Due From Banks

Interbank Loans

Less Bad Debt reserve

Net Interbank Loans

Secunties Purchased under Agreement to res |

Loans to
Business entities
State agencies
Indviduals
Employees

Total Loans

Less Bad Debt Reserve

Net Loans

Securnties held for investment

State Bonds - Nominal Value
Less Unamortized Discount / Premium

Net Investment in State Bonds

Equrty Secuntties
Debt Secunties

Total Secunties held for investment
Market Adjustments

Net Secunties held for Investment

021XV43 C42
oLB ANK
Pnmary Corrections  Balance with
Table Cortrections
558 392 26 0 558 392,26
32 545,53 0 32 54553
0 0 0
479 894,45 0 479 894 45
0 0 0
0 0 0
0 0 0
112601 20 0 112601 20
0 0 0
112601,20 0 112 601,20
0 0 0
112 601,20 0 112 601,20
3015918,27 -500560,42 2515357,85
5 865 110,00 0 5865110,00
0 o 0
5 865 110,00 0 5865110,00
0,00 0 0
9 606 187,85 0 9606187,85
0 0 0
256 980,10 0 256 980,10
0 0 0
9 863 167,95 0 9863167,85
-915 295,93 0 -915 295,93
8 947 872,02 0 8947872,02
5 648 600,00 0 5648600,00
522 835,79 0 -522 835,79
5125 764 21 0 5 125 764 21
0 0 0
0 0 0
5 125 764 21 0 5125764 21
0 0 0
5 125 764 21 0 5125764 21



Investments in affiiates

Low Value ltems and Supplies Invetornies
Prepaid Expenses

Misc Accounts Receivable, etc

Less Allowance for Bad Debt

Net Accounts Receivalbe

Cleanng accounts
Advances to Branches
Accrued Interest Recewvable
Prepaid Taxes

Current

Deferred

Operating Fixed Assets
Owned

Leased

Construction in Progress
Less Accumulated Depreciation

Net Fixed assets

Foreclosed and other inactive fixed assets
Intangible Assets
Less Accumulated Amortization

Net intangible Assets

Total Assets

LIABILITIES

Demand Depostits
State Budget
Business entities
Indviduals

Time Deposits

State Budget
Business entities
Indviduals

Certificate of Deposits

Total Deposits

Due to banks

Loans Due NBU

Short Term

Long Term

Interbank Loans

Secunties sold under Agreement to Repurcha
Debt Securties Issued

Term and revoiving

Less Unamortized Discont / Premium

Net Term and Revolving

80 073,92
262 828,22
15 504,57
229 690,87
0

229 690 87

1 732 555,00
428 015,07
59 802 24

35 304,08
68 033,12

32569 101,30
21473443
2486,78
-519 944,06

2956 378,45

0
215 438,60
-33 009,83

182 428,77

30 188 712,25

-1 485 115,06
-6 964 345,50
-472 260,64

0

~1 726 457,50
-862 992,94
0

-11 511 171,64

201552

-952 250 00

0

-1 000 000 00
0

0
0

0 80 073,92

0 262 828,22

0 15 504,57

-61 100,00 168 590,87
0 0

-61 100 00 168 590,87
-1 732 555 00 0
0 428 015 07

0 59 802,24

0 35 304 08

0 68 033 12

0 3259101,30

0 214 734,43

0 2486,78

0 -519 944,06

0 295637845

0 0

0 215 438,60

0 -33 009,83

0 182 428,77

-2294 21542 27 894 496,83
0 -1485 115,06

-25 50542 -6989 850,92
0 -472 260,64

0 0

0 -172645750

0 -862 992,94

0 0

-25 505,42 -11 536 677,06
0 2015562

0 -952 250 00

0 0

0 -100000000

0 0

0 0

0 0

0 0



Subordinated Debt

Total Debt Secunrties Issued

Accrued Interest Payable
Misc Accounts payable and accruals

Cleaning Accounts

Advances from Branches

Deffered Income

Stockholder's investment pending registra

Accrued Income Taxes
Current
Deferred

Total Liabilities
CAPITAL

Statutory Capital
Statutory Par Value

Capital Paid-in excess of par value

Total statutory Capital

Less stock subscnbtion receivable

Net Statutory Capital

Current Penod Net Income
Retained earnings - appropnated
Retained earnings - unappropnated

Revaluation Indexation

Accumulated IAS adjustments

Subtotal
Less Treasury Stock

Total Capital

Totat Caprtal and Liabilities

BALANCE

Not Found Accounts*
Posttive
Negative

Difference

0
0
-56 765 12
-159 863 48
-2 276 933,42
-1 276 324 88
0
tion 0,00

-94 134 24
0

-17 329 458,30

-7 783 600,00
0

-7 783 600,00
0

-7 783 600,00
244 044,68
518 102,04

-5 481 591,17
-118 548,52

-3 267,54
14249 153,95
1 389 900,00

-12 859 253,95

-30 188 712,26

* For more info on Rejected Accounts refer to Error Lo

0 0

0 0

0 -56 765,12

25 505,42 -134 358,06
2233 11542 -43 818 00
0 -1276324,88

0 0

0 0

0 -84 134 24

0 0

2233 115,42 -15 096 342,88
0 -7783600,00

0 0

0 -7783600,00

0 0

0 -7783600,00

61 100,00 -182 944,68

0 618 102,04

0 -5481591,17

0 -118 548,52

Y -3 267,54

61 100,00 -14 188 053,95

0 1389900,00

61 100,00 -12 798 153,95
2294 215,42 -27 894 496,83
0 0

0 0

0 0

0 0

[y
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Income Statement on 01-04-1998

Articles

interest income
Interbank Loans
Customer Loans
Secunties

Other

Totatl Interest Income

Interest Expense
Botrowings from NBU
Interbank Borrowings
Depostts

Bank-issued secunties
Cther

Total Interest Expence

Net Interest income

Fee and Commission Income
Fee and Commusston Expense

Gain (loss) from FX trade operation
Garn (loss) from Trading Secunties

Drvident Income
Penalties
Other banlang income

Total non-interest Income
Less Provision for loan losses

Total Banking Income

Operating Expenses

Salanes and Emploee benefits
Advertising Audtt and professional fees
Trave! and Entertainment

Amortzation of Fixed Assets and intangib
Utdities

Rent

Telephone

Secunty

Repairs

Chantable contnbutions

Other taxes and penalties

Other Operating Expenses

Total Operating Expenses

Income before provision fof Income Taxes

income Taxes
Current
Defetred

Total Income Taxes

Net Income before prior penod Adjustme

Effect of prior Period Adjustment to
Income
Expence

Total prior penod Adjustments

Net Income after prnor Perod Adjustmen

02IXV43 C42
oL ANK
Primary Corrections Income with C
Table Cormrections
-402 750 13 0 -40275013
1054 208 40 0 1054208 40
26143953 0 261439863
131397 0 131397
171971203 0 171971203
31643 28 0 3164328
3772367 0 3772367
147 211 28 0 147 211 28
0 0 ¢]
127 194 91 0 127 194 91
34377314 0 34377314
137593889 0 137593889
146 160 23 0 146 160 23
11 406 55 0 11 406 55
305 g68 10 0 -305868 10
-5 600 00 ¢} -5 600 00
-8 167 50 0 -8 167 50
0 0 0
2475619 0 2475619
479145 47 0 47914547
1} v} 0
1855084 36 0 185508436
567 146 48 0 567 146 48
13054000 3700000 167 540 00
4027992 560000 45879 92
les 19429370 0 194293 70
63 985 84 0 5398584
100 585 00 0 100 585 00
7409089 1391000 88 000 89
4389572 0 4389572
4832559 459000 5291589
161 400 00 0 161 400 00
5801318 0 68 013 18
14083 36 0 14083 36
148663368 6110000 154773968
andpriorp 36844468 6110000 30734468
124 400 00 [1] 124 400 00
0 [¢] 4]
124 400 00 0 124 400 00
nt 244 044 68 61 100 00 182 944 68
3267 54 0 -3 267 54
0 0 0
3267 54 0 3267 54
t 247 31222 61100 00 186 212 22



Cash Flow Statement

OLBank - head office
Quarter ended March 31, 1998

Cash Flow From Operating Activites

Net income (loss) from operations before income Tax 307 345
Adjustments to reconcile net income to net cash
flow provided from operating activities
Depreciation and amortization 194 294
Provision for credt losses 0
Market value adjustment on secuntes 0
Amortization of discount on secunties 261 440
Net decrease (increase) in trading securties 114 400
(Increase) decrease in Loans to
Total portfolio 3023 854
B8 595
(increase) decrease In accrued Interest receivable 48274
Increase (decrease) in Deposits
Demand 2200719
Time 1352 495
Due to Banks 177
Increase (decrease) in accrued interest payable 365
(Increase) decrease in prepalds and other assets 91 237
lincrease (decrease) in other habilities 70373
cash pald for Income taxes 0
Net cash provided by (used in) operating activities 2829250
Cash (used) provided in (from) Investing Activities
(Increase) decrease in Interbank Loans and Repos -1825710
(Increase) decrease in Interbranch Loans -30 505
Purchase of Securities
State bonds held for investment 2284780
Equity and other debt secunties 0
Mat Sale/Redemphian (Purchase) of secunties
State bonds held for investment 2154 500
Equiy and other debt securties 0
Sale of securntties net of gain 0
Net (Purchases)/retirements/sales of premise and equipment and
intangible assets -132126
15643
Net cash (used) provided in Investing activities «2 103 088
Cash (used) provided (from) financing activities
Increase (decrease) in NBU and interbank borrowings and repos 3109700
Increase (decrease) in Interbranch Loans 512815
Treasury stock (acquired) reissued 0
Net Capital contribution from (return to) Shareholdets 0
Dividends Declared 0
0
Net cash (used) provided by financing activities 3622 615
Net increase (decrease) in cash and equivalents 2896 353
Cash and equivalents at beginning of period 6 482 543
Cash and equivalents at end of yega"?sJ q_revised XLS 3586 190




Statement of Changes in Equity by Account

OLBank Head Office

1st quarter 1998
Total
Shareholders 6800
Equity 5000 6020 5021 5030 5040 5900 5100 3120 7800
Balances 01 01 98 12612353 | 7783600) B86692] 470702 4382554] 1278704 0 0] 1389900 0
Fixed asset indexation
reclass 0 -118 549 118 549
General reserve for 4q97
reclass 0 60 707 -60 707
Prior year eamings transfer 0 1153441 ] 1153 441
Correction in compliance
with NBU memo of 5 March
1998 64 145 64145
Income tax adjustment for
4Q97 -58 071 -58 071
Prior year eamings
correction 9 192 9192
Prior year earnings
cotrection ~-15 520 15 520
Pnor year eamings
correction -157 -157
other adjustments 3 268 3268
First quarter 1998 eamings 244045 244 045
Ending Balance per
OLBank books 01 04 88 12859254 ] 7783600| 866921 531410 5481591 0] 244045] 118549 ) -1389800}| 3268
review adjustments -61 100 -61 100
Adjusted ending balance 12798154 | 7783600 | 86692] 531410 | 6481691 0] 182945| 118549 | -1389900| 3268

SCSE_1q98_olb xis



International Business & Technical Consultants, Inc,

US Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13 Telephone (380-44) 246-4952

Kyiv 252034 Ukrame (380-44) 225-7515

(380-44) 229-6525

E Mail  ibiciua@sovamua com Fax  (380-44) 246 4953
OLBANK

FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
June 30, 1998

NBU/USAID/IBTCL/Financial Infrastructure Development Project
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Balance Sheet on 01-07-1998

Articles

ASSETS

Cash on Hand
Travelers Checks
Funds at NBU
Securities held for sale
State Bonds

Equity Secunties

Total Secunities held for sale

Due From Banks
Interbank Loans

Loans to
Business entities
Individuals

Total Loans
Less Bad Debt Reserve
Net Loans

Securifies held for investment
State Bonds - Nominal Value

Less Unamortized Discount / Premium

Net Investment in State Bonds

Total Secunties held for nvestment

Market Adjustments

Net Securities held for Investment

investments in affillates

Low Value Items and Supphes invetories

Prepaid Expenses
Misc Accounts Receivable, etc
Less Allowance for Bad Debt

Net Accounts Recewvalbe

Cleanng accounts

Advances to Branches

Accrued Interest Receivable
Prepaid Taxes

Current

Deferred

Operating Fixed Assets

Owned

Leased

Less Accumulated Depreciation

Net Fixed assets

intangible Assets
Less Accumulated Amortization

Net Intangible Assets

Total Assets

02IXV72 G26
OLBANK
Initial Table Adjustments Balance Sheet
with adjustments
568 281 61 0 568 281 61
367303 0 367303
286 977 50 0 286 977,50
0 0 0
19601,20 0 19601,20
19601 20 0 19601 20
3557 74732 -789 947,00 2 767 800 32
10 348 447,50 0 10 348 447 50
5460 442,23 0 5460 442 23
254 999,52 0 254 999,52
5715 441,75 0 571544175
-677 612,50 0 677 612,50
5037 829 25 0 5037 829 25
8 730 000,00 0 8 730 000,00
-1 179 950,38 0 -1 179 950,38
7 550 049,62 0 7 5650 049,62
7 650 049,62 0 7 550 049,62
0 0 0
7 550 049,62 0 7 650 049,62
80 073,92 o 80 073,92
232 377,85 0 232 377,85
15 463,89 0 15 463 89
8561846  -40686 00 44 932 46
0 0 0
8561846  -40686,00 44 932,46
1888 102,50 -1 888 103,00 -0,5
603 057,50 0 603 057,50
244 579,84 0 244 579,84
7292 88 0 7292 88
4133312 0 4133312
3084 784 07 0 3 084 784,07
214 378 13 0 214 37813
-628 167 55 0 628 167 55
2 670 994 65 0 2670994 65
56 272 98 0 56 272 98
-12 982 14 0 -12 982 14
43 290 84 0 43 290 84
33 284 792,48 -2 718 736,00 30 566 056,48

i
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Balance Sheet on 01-07-1998

Articles

LIABILITIES
Demand Deposits
State Budget
Business entities
Individuals

Time Deposits
Business entities
Individuals

Total Deposits

Due to banks

Accrued Interest Payable

Misc Accounts payable and accruals
Clearing Accounts

Advances from Branches

Accrued Income Taxes

Current

Total Liabilities

CAPITAL
Statutory Capital
Statutory Par Value

Total statutory Capital

Net Statutory Capital

Current Period Net Income
Retained earnings - appropriated
Retained earnings - unappropnated
Revaluation Indexation
Accumulated IAS adjustments
Subtotal

Less Treasury Stock

Total Capital

Total Capital and Liabiities

021XV72 G26
OLBANK
Inihal Table Adjustments Balance Sheet
with adjustments

-186 986 26 0 -186 986 26
-12 001 177,563 0 -1200117763
-845 375,32 0 -8456 375,32

-1 512 087 50 0 -15612 087 50 S
-982 808,16 0 -982 808 16
-15 528 434 77 0 -1552843477
-3 091,13 0 -3091,13
-63 212,95 0 -63 212,95
-33904,80 -13 395,00 -47 299,80
-2 754 398 87 2682 550,00 -71 848,87
-1 651 460,83 0 -1 651 460,83
-57 347,05 0 -57 347,05
-20 091 850,40 2669 155,00  -17 422 695,40
-7 783 600,00 0 -7 783 600,00
-7 783 600 00 0 -7 783 600,00
-7 783 600,00 0 -7 783 600,00
-568 099 93 49 681,00 -518 518,93
-759 528,04 0 -759 528,04
-5 348 992,42 0 -5 348 992,42
-118 548,52 0 -118 548,52
-4 073,17 0 -4 073,17
-14 582 842,08 4958100 -1453326108
1 389 900,00 0 1 389 900,00
-13 192 942 08 4958100 -1314336108
-33 284 792,48 2718 736,00 -30 566 056,48
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income Statement on 01-07 1998 02IXV72 G26
OLBANK
Articles initial Table  Adjustments Balance
Sheet with
adjustments
for 6 months
Interest Income
Interbank Loans -801 198 35 0 -80119835
Customer Loans 1858 880 62 0 185888062
Secunties 956 997 54 0 95699754
Other 2925373 0 2925373
Total interest income 3646330 24 0 364633024
Interest Expense
Borrowings from NBU 7774261 0 7774261
Interbank Borrowings 94 803 32 0 94803 32
Deposits 380 791 87 0 38079187
Bank issued securtties 0 0 o]
Other 28813576 0 28813576
Total Interest Expence 841473 66 0 B4147356
Net Interest Income 2 B04 856 68 0 280485668
17508
Fee and Commussion Income -309 545 80 0 -30954580
Fee and Commission Expense 27 26343 0 2726343
19008
Gain (loss) from FX trade operation -433 168 17 310300 43627117
Gain (loss) from Trading Securties 9607 02 [+] 960702
20508
Duvident Income -8 167 50 v} -8 16750
Penatties 0 0 o
Other banking Income -52 536 11 0 5253611
Totat non-interest Income: 78676117 310300 78886417
Less Provision for loan losses 225041 51 0 -22504151
Total Banking Income 381565936 -310300 -381876236
24008
Operating Expenses
Salaries and Emploee benefits 1133 141 68 0 113314168
Advertising Audit and professional fees 32148864 2115200 34264064
Travel and Entertainment 52956 64 0 52 956 64
Amortization of Fixed Assets and Intangib 354323 06 0 35432306
Utilities 116 701 14 829300 12499414
Rent 221599 83 0 22159983
Telephone 14541530 1863500 16405030
Security 8350705 o 83 50705
Repalrs 12478470 353100 12831570
Charitable coatributions 239 90000 0 23990000
Other taxes and penalties 105 946 12 0 105946 12
Other Operating Expenses 59 156 30 107300 60220 30
Total Operating Expenses 295892046 5268400 301160446
I baefore provision for | Taxes 85673860 4958100 -807 15790
31008
Income Taxes
Curmrent 288 638 97 0 28863897
Deferred 1] o o
Total Income Taxes 268 638 97 0 28863897
Net income before prior period Adjustme nepl 56803 4958100 -51851893
34008
Effect of prior Period Adjustment to
income 407317 [} -4 07317
Expence 0 V] [+]
Total prior period Adjustments 407317 0 -4 07317
Net income after prior Period Adjustmen 57217310 4958100 -52259210

Crparmua 1
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OlIBank

Statement of Cash Flow

For the quarter ended June 31, 1998
(thousand UHA)

Cash Flow From Operating Activites
Net income (loss) from operations before income Tax
Adjustments to reconcile net income to net cash
flow provided from operating actities
Depreciation and amortization
Prowvision for credit losses
Market value adjustment on securites
Amortization of discount on secunties

Net decrease (increase) in trading securities
(Increase) decrease in Loans to
Business entities
Individuals and other
{Inc)/dec iIn acc Int Recewvable
Adjustment for write-offs
Increase (decrease) in Deposits
Demand
Time
Due to Banks
Inc/(dec) in ace Int Payable
(Increase) decrease In prepatds and other assets
Increase (decrease) in other habilities
cash paid for income taxes

Net cash provided by (used in) operating activities

Cash (used) provided in (from) Investing Activities
(Increase) decrease In interbank Loans and Repos
(Increase) decrease in Interbranch Loans
Purchase of Securities

State bonds held for investment

Equity and other debt securities

Redemption of securties
State bonds held for investment
Equity and other debt securities
Sale of secunties, net of gain
Purchases of premise and equipment net of retirem'ts
Purchase of intangible assets

Net cash (used) provided In investing activities

Cash (used) provided (from) financing activities

Increase (decrease) iIn NBU and interbank borrowings and repos
Increase (decrease) in Interbranch Loans

Treasury stock (acquired) reissued

Capital Contribution from Shareholders

Dividends Declared

807 167 90

354 323 06

-83 000 00

4086 312,49
-94 554,78
107561

6 441,67
154 149,96
-59 027,39
-146 314,96

=225 041,51

8 568 485,72

125 354,44
-139 137,93

4672 178,49

-1 952 250,00

Net cash (used) provided by financing activities -1 577 107,89
Net increase (decrease) in cash and equivaients 231919934
Cash and equivalents at beginning of period 3586 19009
Cash and equivalents at end of year 3626 732,46

40 542,37
Balance 2 278 656,97

CASHFLOW_corr1 XLS
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for the quarter ended June 31, 1998

OlBank
Statement of changes in Shareholders Equity

Head Office
bsl
Total Equity . 5000 6020 5021 5030 5040 5900 5100 3120 7800
Balances 01 01 98 12798 154 | 7783600 | 86692 531410 |5 481 591 0]182945]| 118549 1389900 | 3268
General reserve for 1q98 0 97 392 97 392 0
General reserve for 2q98 0 80724 -80 724
correction of reserve for
3998 548 548
“reduction of reserve for
1998 37 238 -37 238
ranster of branch funds
on liquidation 45 517
Second quarter 1998
earnings 385 961 385 155 806
Ending Balance per
OLBank books 01 0498 | 13192943 |7 783600 | 228 118 | 531 410 | 5 348 992 01568100 | 118549 -1389900] 4074
review adjustments -49 581 ~49 581
Adjusted ending
halance 13 143 362 7783600 | 228 118 | 631410 ] 6 348 992 01518519 ) 1186491 -1389900) 4074




Exhibit IV -3

International Business & Techrmical Consultants, Inc

U S Agency for International Development
Financial Infrastructure Development Project

Vuhtsa Lysenko 4 Apartment 13
Kyiv 252034 Ukraine

E Mail 1ibtciua@sovamua com

Telephone

Fax

(380-44) 246 4952
(380 44) 225-7515
(380 44) 229-6525
380 44) 246 4953

BANK SLAVUTICH
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
December 31, 1997

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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International Business & Technical Consultants, Inc

U S Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment {3 Telephone  (380-44) 246 4952
Kytv 252034 Ukraine (380 44) 225 7515

(380 44) 229-6525
E Mail ibtciua@sovamua com Fax (380-44) 246-4953

These financial statements have been prepared 1n connection with the Financial Infrastructure
Development Project, Pilot Bank Program, promoted by the National Bank of Ukraine (NBU)
and funded by the United States Agency for International Development (USAID) These
financial statements are submitted to NBU and USAID to illustrate results of the above
mentioned project and should not be used for any other purpose

The Bank adopted various changes mn financial accounting policy during the fourth quarter 1997
in order to comply with NBU directives, which guided a phased transition to the adoption of
International Accounting Standards (IAS) For this reason, the financial records of the Bank as of
and for the quarter ended December 31, 1997 reflect only partial adoption of IAS principles The
financial statements presented here do not agree with the accounting records of the bank because
certain additional fourth quarter adjustments were made 1n order to present financial statements
which were 1n substantial compliance with IAS

These financial statements are not audited and certain additional IAS adjustments and disclosures
could be required by independent auditors performing an examination n accordance with
International Standards on Auditing (ISA)

NBU/USAID/IBTCI/Fnancial Infrastructure Development Project 2



@ saNksLavuricn
BALANCE SHEET
As of December 31 and September 30, 1997

ASSETS Notes Dec 31, 1997 Sept 30, 1997
Thousand UAH Thousand UAH

Cash and balances with the National Bank

of Ukraine 2 358 1,201
Cash 1n other banks 3 201 370
Loans and advances to customers 4.5 8,541 8,675
Investments 6 5,196 4,950
Fixed and intangible assets, net 7 725 738
Prepaid income taxes 14 29 -
Other assets 29 90

Total assets 14,989 16,024

LIABILITIES AND SHAREHOLDERS’ EQUITY

Laabilities
Current and term deposit accounts 8 4,904 5,248
. Due to the National Bank of Ukraine and

other banks 9 2,100 3,600

Accrued income taxes payable 14 27 31

Other habilities 503 170

Total Liabilities 7,534 9,049

Commitments and contingencies 16

Shareholders’ equity

Statutory capital 4,461 4,461

Reserves and retained earnings 10, 15 3,039 2,594
7,500 7,055

Less treasury stock 45) (80)

Total shareholders’ equity 7,455 6,975

Total iabilities and shareholders’ equity 14,989 16,024

The notes are an mtegral part of these financial statements

NBU/USAID/IBTCI/Financial Infrastructure Development Project 3



BANK SLAVUTICH
INCOME STATEMENT
For the quarter ended December 31, 1997

Notes Thousand UAH

Interest income 11 1,370
Interest expense 12 (589)
NET INTEREST INCOME 781
Commuission income, net 49
Currency trading gains (losses), net 17
Other imncome (expenses) 103
Total non-interest Income 169
TOTAL INCOME 950
Operating expenses 13 (377)
Loan loss provision (195)
NET INCOME BEFORE INCOME 378
TAXATION
Income taxation 14 (25)
NET INCOME 10 353

The notes are an integral part of these financial statements

NBU/USAID/IBTCI/Financtal Infrastructure Development Project 4
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BANK SLAVUTICH
STATEMENT OF CASH FLOWS
For the quarter ended December 31, 1997

Thousand UAH
OPERATING ACTIVITIES
Net Income before income taxation 378
Adjustments to reconcile net income to net cash provided by
operating activities
Depreciation and amortization 34
Amortization of discount on state bonds (319)
Provisions for credit and other risks 195

288
Decrease (increase) 1n loans to customers 29
Increase (decrease) 1n current accounts and deposits (344)
Decrease (increase) mn other assets 61
Increase (decrease) 1n other hiabilities 270
Cash payments for income taxes (58)
Net cash provided by (used in) operating activities 42)
INVESTING ACTIVITIES
Decrease (increase) in loans to banks 169
Purchase of government and other securities (230)
Proceeds of matured securities 728
Net acqusitions of fixed assets (21)
Net cash provided by (used in) investing activities (646)
FINANCING ACTIVITIES
Net repayment of loans from NBU and other banks (1,500)
Reissuance of treasury stock 35
Dividends paid to shareholders (270)
Net cash provided by (used 1n) financing activities (1,735)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (843)
Cash and cash equivalents at the beginning of the period 1,201
Cash and cash equivalents at the end of the period 358
The notes are an integral part of these financial statements
NBU/USAID/IBTCY/Financial Infrastructure Development Project 5



‘ BANK SLAVUTICH

STATEMENT OF CHANGES IN EQUITY

For the quarter ended December 31, 1997

Thousand Hryvna

Statutory Retained General

Other Revaluation Treasury

Capital Earmings Reserves Reserves Reserve  Stock Total
Balance as of
September 30, 1997 4,461 1,480 899 215 - (80) 6,975
Changes 1n (351) 351
accounting policy 361 361
Restated balance 4,461 1,490 899 215 351 (80) 7,336
Changes 1n loan (60) 60
provision
Net mncome (loss) for 353 353
the period
Treasury shares 35 35
(purchased) reissued
‘ Payment of dividends (269) (269)
Balance as of
December 31, 1997 4,461 1,514 959 215 351 (45) 7,455
The notes are an integral part of these financial statements
NBU/USAID/IBTCYFinancial Infrastructure Development Project 6



BANK SLAVUTICH
NOTES TO THE FINANCIAL STATEMENTS
For the 4™ quarter ended December 31, 1997

Note I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Background

Bank Slavutich (the Bank) was legally established as Joint Stock Company on May 16, 1992
The Bank was registered with the National Bank of Ukraine (NBU) on May 16, 1992, License
No 110 The Bank’s primary activities are the provision of banking and financial services to
commercial and private customers primarily located in Ukraine

Basis of Preparation

The Bank maintains 1ts accounting records 1n accordance with the NBU Chart of Accounts and
other NBU regulations The financial statements have been prepared from those accounting
records 1n compliance with International Accounting Standards (IAS), except as described
below

The preparation of financial statements 1n conformity with IAS requires management to make
estimates and assumptions that affect the amounts of assets, liabilities, revenues and expenses
recorded 1n the financial statements and disclosure of contingent assets and liabilities Actual

results could differ from those estimates Estumates that are particularly susceptible to change
relate to the provisions for estimated loan losses and the fair value of financial instruments

The financial statements have been prepared on the historical cost basis of accounting, as
modified by the periodic revaluation of certain property and equipment in accordance with
Ukramian Ministry of Finance (MOF) directives

Comparabihty

Separate balances as at the end of 3™ quarter 1997 are reclassified in compliance with the
statement form as at the end of 1997

Foreign currencies

The Bank’s reporting currency 1n preparing its financial statements 1s the Ukrainian Hryvna
(UAH) Transactions denominated 1n foreign currencies are translated into UAH at the official
rate of exchange of NBU on the date of the transaction Monetary assets and habilities are
translated at the rate of exchange on the balance sheet date All resulting gains and losses are
recorded 1n the respective profit and loss account

The official rates of exchange for major currencies as at December 31 and September 30, 1997
were

NBU/USAID/IBTCI/Financial Infrastructure Development Project 7



UAH

Dec 31 Sept 30
1 United States Dollar (USD) 1 899 1 8680
1 German Mark (DEM) 1 0597 10581
1 000 Russian Ruble (RUR) 0319 0319

Cash and Cash Equivalents

For purposes of these financial statements, cash and cash equivalents are comprised of cash on
hand, and deposits 1n correspondent account with the NBU

Cash placed with other banks 1s grouped with other interbank loans and advances

Allowances for Loan Losses

The allowances for loan losses are based on an analysis of the loan portfolio, and reflects the
amount which, 1n the judgement of management, 1s adequate to provide for losses inherent in the
loan portfolio (excluding accrued mterest and commussion receivable) Specific provisions are
made as a result of a detailed appraisal of risk assets Management’s evaluation of the allowance
1s based on the Bank’s past experience, known and inherent risks 1n the loan portfolio, adverse
situation that may affect borrower’s ability ta repay, the estimated value of any underlying
collateral and current economic conditions The total amount of loans, shown m balance sheet, 1s
reduced by the amount of specific reserve

In addition, general provisions are recorded to cover risks, which, although not specifically
identified, are present 1n any portfolio of banking assets In accordance with NBU regulations,
the general reserve 1s accounted for 1n bank capital The specific reserves are charged to
expenses, while the general reserve 1s formed as an appropriation of retained earnings

Non-accrual Loans

Loans are placed on non-accrual status when nterest or principal 1s delinquent 1n excess of 30
days at least for one agreement with a given client or financial circumstances of the chent
became worse to the extent, that bank management takes the decision to consider him as a
doubtful debtor (formalized by minutes of the loan commuttee)

Interest income relating to non-accrual loans 1s not recorded 1n the profit and loss account when
recovery 1s doubtful Further accounting for accrued interest recervable 1s carried out in off-
balance sheet accounts until loan limitation expires

Investments

Securities 1n portfolio for sale are stated at the lower of cost or market value Investment
securities are acquired for yield or capital growth purposes and usually held to maturity
Temporary declines 1n market value of investment securities are therefore not recognized in the
financial statements

NBU/USAID/IBTCI/Financial Infrastructure Development Project 8
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Fixed assets

Fixed assets are stated at historical cost, as periodically revalued for the effects of the diminution
in value of the UAH 1n accordance with MOF directives and accounted for 1n the fixed assets
revaluation reserve Depreciation 1s provided 1n accordance with acting tax legislation of Ukraine
on the basis of residual cost over the estimated life of fixed assets depending on appurtenance to
one of three distinguishing groups The useful lives of the assets are estimated as

Buildings 50 years
Furniture, fittings and equipment 4 years
Motor vehicles 4 years

Interest and Commissions
Interest and commussions are recognised 1n the period they are earned or incurred Fee and

commussion income primarily relate to operations for customer transactions Interest on non-
accrual loans 1s not recognized 1n the profit and loss account

Note 2. CASH

December 31,1997  September 30, 1997
Thousand UAH Thousand UAH

Cash on hand 138 243
Balance with the NBU 220 958
Cash and due from banks, net 358 1,201

The Bank 1s required to maintain obligatory minimum cash reserves with the NBU The reserve
as at December 31, 1997 and September 30, 1997 was computed based on deposit account
balances in accordance with NBU requirements

Note 3. DUE FROM BANKS

December 31,1997 September 30, 1997
Thousand UAH Thousand UAH

Correspondent accounts with banks 201 370

Correspondent accounts with banks are nostro accounts comprised of interest and non-interest
bearing accounts with Ukrainian and foreign banks

NBU/USAID/IBTCIl/Financial Infrastructure Development Project 9
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@ ot 4 LOANS AND ADVANCES TO CUSTOMERS

Loans and advances to customers were

December 31, 1997 September 30, 1997
Thousand UAH Thousand UAH

Business entities 8,596 8,708
Individuals and other 88 220

Total 8,864 8,928
Allowances for losses (233) (253)
Total loans and advances to customers, net 8,451 8,675

The loan portfolio as at December 31, 1997 was distributed as follows

Total Including overdue
Thousand UAH Thousand UAH

Manufacturing - -

Tradmng 1,260 84

. Other current activities 7,424 379
Total 8,684 463

Note 5 ALLOWANCES FOR LOAN LOSSES

General reserve Specific reserve
Thousand UAH Thousand UAH

Balance as at September 30, 1997 899 253

Net change in reserves 60 (20)

Balance as at December 31, 1997 959 233
NBU/USAID/IBTCl/Financial Infrastructure Development Project 10
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Note 6 INVESTMENTS

December 31, 1997 September 30, 1997
Thousand UAH Thousand UAH

Ukrainian government treasury bills 5,036 4,820
Other 160 130
Total investments 5,196 4,950

The net value of Ukraiman government treasury bills 1s shown nominal value less unamortized
discount The bills mature within one year and were purchased at yields between 21% and 38%
yearly

Note 7 FIXED AND INTANGIBLE ASSETS

Thousand UAH
Sep 30,1997 Additions Disposals Dec 31,1997

Buildings - - - -
Furniture, equipment 940 6 @) 949
Capital improvement of - 10 - 10
leased premises

Intangible assets 16 2 - 18
Total 956 28 @) 977
Accumulated depreciation (218) (34) 0 (252)
Fixed assets, net 738 (6) (7) 725

Revaluation of fixed assets amounts 351 thousand UAH Revaluation 1s performed in accordance
with MOF directives which specify various valuation indexes to be applied based on the type and
age of the asset

NBU/USAID/IBTCI/Financial Infrastructure Development Project 11



Note 8 CURRENT AND TERM DEPOSIT ACCOUNTS

December 31, September 30,
1997 1997
Thousand UAH Thousand UAH

Current accounts

Limited liability and joint stock companies 3,763 3,707

Individuals and other 276 320
Total current accounts 4039 4,027

Term deposuts

Limited lhability and joint stock companies 51 335
Individuals and other 814 886
Total term deposits 865 1,221
Total current and term deposit accounts 4,904 5,248

. Note 9. DUE TO BANKS

December 31, September 30,
1997 1997
Thousand UAH Thousand UAH

Borrowing from NBU 500 1 000
Borrowings from other banks 1,600 2,600
Total due to banks 2,100 3,600

As at September 30 and December 31, 1997, borrowings from banks were at an average annual
interest rate of 37%

Note 10 MOVEMENTS IN CAPITAL

In the onginal books of entry of the Bank, numerous fluctuations 1n retained earnings during the
fourth quarter of 1997 resulted from drawing on reserves and allocation to reserves based on tax
accounting rules, which differed from financial accounting during this transitional period

Due to the lack of detail and resources available to compile accurate beginning balances of
. capital accounts (as of September 30, 1997) and the related cumulative effect of IAS changes as
of this date, the focus of these statements was to confirm those IAS differences only at December

NBU/USAID/IBTCI/Financial Infrastructure Development Project 12
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31,1997 The significant cumulative effect changes shown 1n the accompanying Statement of

Changes 1n Equity were

1 Amortization of discount on government securities,

2 Transfer of cumulative asset re-indexation out of retained earnings to a separate component
of captal, and

3 Reclassification of certain fund (capital) accounts as habilities

One significant adjustment to the balance of reported retained earnings as of September 30, 1997
which was not made 1s the recognition of the prior period effect of the 195,000 loan loss
provision made in the fourth quarter 1997 According to IAS, asset impairments should be
recognized 1n the period in which they occurred It 1s possible that a significant portion of the
loss recognized in fourth quarter 1997 should have been recognized in the performance
statements of prior quarters

Note 11 INTEREST INCOME

4™ quarter 1997
Thousand UAH
Loans and advances to legal entities 1,008
Loans and advances to banks 26
Loans and advances to individuals 16
Investment activities 320
Total interest income 1,370
Note 12 INTEREST EXPENSE
4™ quarter 1997
Thousand UAH
Current and term deposit accounts of legal entities 210
Deposits and borrowings from banks 260
Current and term deposits of individuals 119
Total interest expense 589
NBU/USAID/IBTCY Financial Infrastructure Development Project i3



Note 13 OPERATING EXPENSES

4" quarter 1997

Thousand UAH
Salary and related expenses 188
General administrative expenses 155
Depreciation 34
Total operating expenses 377

Note 14 INCOME TAX

For the quarter ended December 31, 1997, the Bank made income tax payments of 58 thousand
UAH of which 25 thousand UAH represented income tax expense for the 4™ quarter 1997
Income taxes are calculated 1n accordance with Ukraiman tax rules and regulations

Note 15. CAPITAL REQUIREMENTS

The NBU regulates Ukraimian banks through monthly reporting of capital adequacy rations
Capital adequacy 1s computed as the ratio between equity and risk weighted assets and must be
miumum of 8% As at December 31, 1997, the Bank’s reported capital adequacy ratio was 68%

Note 16 COMMITMENTS AND CONTINGENCIES

As at December 31, 1997, the Bank has no outstanding guarantees or letters of credit

NBU/USAID/IBTCl/Financial Infrastructure Development Project 14
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Note 17 MATURITIES OF ASSETS AND LIABILITIES

Thousand UAH
ASSETS Under Under 31012 Over
1 month 3 months months 12 months Total

Cash and account with NBU 358 358
Loans to banks 201 201
Loans to clients 8,451 8,451
Investments 2,032 3,164 5,196
Fixed and intangible assets 725 725
Other assets 29 29 58

Total assets 559 8,451 2,061 3,918 14,989
LIABILITIES
Loans from NBU 500 500
Interbank deposits 1,600 1,600
Deposits from legal entities 3,714 54 3,768
Deposits from individuals 276 850 10 1,136
Other lLiabilities 27 503 530
Shareholders’ equity 7,455 7,455

Total Liabilities 6,000 877 8,022 14,989

NBU/USAID/IBTCI/Financial Infrastructure Development Project 15



@ 1or 18 MEANINGFUL FOREIGN CURRENCY POSITION

Significant foreign currency positions of the Bank as of December 31, 1997 are as follows

Assets US Dollars

aoo ood

Deutsch Marks Russian Roubles

Cash 330
Accounts with banks 128 0
Debtors -
Loans to clients -

Accrued revenue -
Loans to banks -

43
455

0
278

Total assets 1610

49 8

Liabilities

Customer accounts 962
Creditors -
Other settlements -
Accrued expenses -

. Term deposits -
Borrowings from banks -

3238

79

Total habilities 962

407

14

Net long (short) foreign
currency position 64 8

91

26 4

Note 19 RELATED PARTY TRANSACTIONS

As of December 31, 1997, the Bank had outstanding loans to related parties as follows

Shareholders
Other related parties

Gross loans to related parties
Specific allowances for losses

Net loans to related parties

Thousand UAH

NBU/USAID/IBTCU Financial Infrastructure Development Project
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International Business & Technical Consultants, Inc

US Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13 Telephone  (380-44) 246-4952

Kywv 252034, Ukraine (380-44) 225 7515
(380 44) 229 6525

E Mail ibiciua@sovamua com Fax (380-44) 246 4953

BANK SLAVUTICH
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
March 31, 1998
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Month

Line

1000A
1050A
1100A
1150A
1200A
1250A
1300A
1350A
1400A
1450A
1500A

1550A
1600A
1650A

1700A
1750A
1800A

1850A

1900A
1950A
2000A
2050A
2100A
2150A

2200A
2250A
2300A
2350A
2400A
2450A
2500A

2550A
2600A

2650A
2700A
2750A

2800A
2850A
2900A
2950A
3000A

3050A

3100A
3150A
3200A
3260A

3I350A
3400A
3450A
3500A
3550A
3600A

3650A
3700A
3750A
3800A

3850A

3900A

ly Balance Sheeton 01-04-1998

SLAVUTICH 02IWD41 G42
C Articles Prmary Corrections ~ Balance with
Table Carrections

ASSETS
Cash on Hand 262 464 68 0 262 464 68
Travelers Checks o] 0
Banks Metals 0 0 0
Funds at NBU 23276905 ¢] 23276905
Secunties held for sale
State Bonds Nominal Value 0 0 0
Less Unamortized Discount / Premium 1] 0 0
Net Investment in State Bonds 0 0 1]
Equity Secunties 0 0 o}

© Debt Secunrties 0 35258419 352 584 19
Totatl Secunties held for sale 0 35258419 352584 19
Market Adjustment 0 0 ]
Net Secunties held for sale 0 35258419 352 684 19

© Due From Banks 164 906 93 20383 00 14452383
Interbank Loans 180 000 00 4] 180 000 00
Less Bad Debt reserve ¢} 0 0
Net interbank Loans 180 000 00 a 180 000 00
Secunties Purchased under Agreement to re | 000 0 0
Loans to

© Business entities 697933543 35000000 662933543
State agencies 0 0 Q
Indviduals 117 077 08 o 117 077 08
Employees 0 0 0
Total Loans 709641281 350 000 00 674641251
Less Bad Debt Reserve 233091 46 0 233091 46
Net Loans 686332105 -35000000 651332105
Secunties held for investment
State Bonds Nominal Value 4026 9500 00 ] 4 026 900 00
Less Unamorttized Discount / Premium 190 848 47 0 190 848 47
Net Investment in State Bonds 383605153 0 3836051563
Equity Secunties 160 17034 0 160 170 34
Debt Securties 0 0 0
Total Securties held for investment 399622187 0 3996 221 87
Market Adjustments a 0 0
Net Secunties held for Investment 3996 221 87 0 3996 221 87
Investments  affiliates 0 o [¢]
Low Value ltems and Supplies Invetones 2052970 0 2052970
Prepaid Expenses 388294 0 388294
Misc Accounts Recevable ete 25940 16 0 25940 16
Less Allowance for Bad Debt (¢} 0 Q
Net Accounts Recevalbe 25940 16 0 25940 16
Cleanng accounts 0 L] 0

© Advances to Branches 47223879 47223879 0
Accrued Interest Recervable 359 741 91 0 359 741 91
Prepaid Taxes

© Current 136879 116 21000 117578 79

© Deferred 44 41083 -44 41000 083
Operating Fixed Assets
Owned 947 071 36 0 947 071 36
Leased 863508 0 963508
Construction in Progress 0 0 0
Less Accumulated Depreciation 29140155 0 291 401 55
Net Fixed assets 665 304 89 0 665 304 89
Foreclosed and other inactive fixed assets 15 162 61 0 15 162 61
intangible Assets 19295 19 [} 19298519
Less Accumulated Amortization 243771 0 24371714
Net intangible Assets 16 857 48 0 16 857 48
Total Assets 1332512168 -4182376€0 12 906 884 08
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6100C
68150C
6200C
6250C

6400C
6450C

6850T
6700C
6750C
6800P
6850N

69000

7000C

For more Info on Rejected Accounts refert Error Lo

Bse_1q98_slav xis

LIABILITIES
Demand Deposits
State Budget [¢] 0 0
© Business entities 215603783 18845896 2344 497 79
Indvduals 36537568 0 365 375 68
Time Deposits
State Budget 0 0 ¢]
Business entities 2100000 0 2100000
Indviduals 756 198 77 0 756 198 77
Certificate of Deposits 0 0 ]
Total Deposits 329861228 18845896 348707224
Due to banks 0 o] 0
Loans Due NBU
Short Term 0 0 Q
Long Term o 0 0
Interbank Loans 1200 000 00 0 1200 000 00
Secunties sold under Agreement to Repurch 0 0 0
Debt Secunties i1ssued
Term and revoving 0 0 0
Less Unamortized Discont / Premium 0 o] 0
Net Term and Revolving 0 0 0
Subordinated Debt 0 0 0
Total Debt Secunrties issued [} o] 0
Accrued Interest Payable 26034 48 o] 26034 48
© Misc Accounts payable and accruals -636 04556 178 005 87 -458 039 69
© Cleanng Accounts 23798 86 23798 86 0
© Advarices from Branches -47223879 47223879 0
Deffered Income 0 0 0
Stockholder’s investment pending registra  tion 000 0 0
Accrued Income Taxes
Curent 1172070 0 1172070
Deferred ] 0 0
Total Liabilities 566845067 48558356 5182867 11
CAPITAL
Statutory Capttal
Statutory Par Value -4 480 672 00 0 -4 48067200
Capital Paid-in excess of par value 0 0 0
Total statutory Capital -4 480 672 00 0 -4 460 672 00
Less stock subscnbtion recevable 0 ] o]
Net Statutory Captal -4 460 672 00 ] -4 460 672 00
© Current Period Net Income 95 596 42 7438419 169 980 61
Retained earnings  appropnated 118151256 0 1181561256
© Retained eamings unapproprated 160183563 703823 1594 797 40
Revaluation Indexation 351 010 40 0 35101040
Accumulated 1AS adjustments 0 0 0
Subtotat 7 690 627 01 67 345 96 775797297
Less Treasury Stock 33956 00 0 33956 00
Total Capital 7656671 M1 €7 34596 772401697
Total Capital and Liabiities 1332512168 418 237 60 12 906 884 08
BALANCE [} 0 0
Not Found Accounts
Posttive [} V] 0
Negative 0 0 0
Difference 0 o] 0
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Month

Line

10508
11008
11508
12008
12508

13008

13508

14508
15008
15508
16008

16508

24008
24508
25005
25508
26005
26508
27008
27508
268008
28508

29128

29258
28508

31008
31508

32508

33008

33508

34008
34508
35008
35508

36008

Income Statement on 01-04-.1998

Articles

Interest income
Interbank Loans
Customer Loans
Securties

Other

Total Interest Income

Interest Expense
Borrowings from NBU
interbank Borrowings
Deposits

Bank 1ssued securtties
Cther

Total Irterest Expence

Net Interest Income

Fee and Commission Income
Fee and Commission Expense

Gain (loss) from FX trade operatton
Gan (loss) from Trading Securtties

Divident Income
Penatties
Gther banking income

Total nor+interest income
Less Provision for loan losses

Total Banking fncome

Operating Expenses

Salanes and Emploee benefits
Advertising Audit and professionat fees
Trave! and Entertanment

Amortization of Fixed Assets and Intangibles
Utities

Rent

Telephone

Secunty

Repars

Charntable contrnbutions

Other taxes and penatties

Other Operating Expenses
Total Operating Expenses

Incorme before provision for Income Taxes

Income Taxes
Current
Deferred

Total income Taxes

Net Income before pror peniod Adjustme

Effect of pnor Penod Adjustment to
income
Expence

Totat prior period Adjustments

Net income after prior Penod Adjustmen

SLAVUTICH 02IWD41 G42
Primary Corrections income with
Table Corrections
-45943 20 ¢] -45 943 20
751978 49 [ 751978 49
32136784 268419 -323 952 03
1357250 1357250 0
113286203 1098831 112187372
0 0 1]
235504 22 0 235 504 22
360617 89 0 360617 89
0 0 o]
97815 1357250 379095
60590366 1357250 592331 16
52695837 258419 529 542 56
3935132 [ 3935132
578436 0 578436
1137448 0 11374 48
-4 227 31 o] -4 227 31
0 0 0
0 0 0
-8100941 4030000 -40 709 41
13017816 40 300 00 -89 878 16
1] 0 0
-657 13663 3771581 61942072
182 966 68 [ 182 966 68
11081 14 0 11081 14
248730 0 2487 30
43 458 04 0 43 458 04
20238 51 0 20238 51
16 567 49 0 16 567 49
29 096 89 0 29 (096 89
23549 66 0 23 549 66
4569 81 0 4569 81
0 ] 0
28945 50 0 28 945 50
12677909 -4030000 86 479 09
48974011 -4030000 448 440 11
16739642 258419 169 980 61
7180000 7180000 0
0 0 a
7180000 7180000 0
95596 42 7438419 169 980 61
0 0 [t}
o 0 Q
0 0 0
9569642 7438418 169 980 61
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XYZ Bank

| Statement of Cash Flow |

For the ‘Month DD YYYY

Cash Flow From Operating Activites

Net Income (loss) from operations before income Tax

from operating activites

Depreciation and amortization
Provision for credit losses

Market vaiue adjustment on secuntes
Amortization of discount on secunties

Net decrease (increase) In trading securties
(increase) decrease in Loans to

Business entities

Individuals and other

(Increase) decrease 1n accrued Interest recewable
Increase (decrease) in Deposits
Demand

Time
Due to Banks

Increase (decrease) In accrued Interest payable
(Increase) decrease in prepaids and other assets

Increase (decrease) in other liabilities
cash pald for income taxes

Net cash provided by (used in) operating activities

Cash {used} provided in (from) Investing Activities
(Increase) decrease In Interbank Loans and Repos

(Increase) decrease in Interbranch Loans
Purchase of Secunties

State bonds held for Investment

Equity and other debt secunties

Redemption of securities
State bonds held for investment
Equity and other debt secunties
Sale of securities net of gain

Purchases of premise and equipment net of retiremits
Purchase of intangible assets

Net cash (used) provided in Investing activities

Cash (used) provided (from) financing activities

Increase (decrease) 1n Interbranch Loans

Treasury stock (acquired) retssued
Capital Contribution from Shareholders
Dmdends Declared

Adjustments to reconcile net income to net cash flow provided

Increase (decrease) in NBU and interbank borrowings and repos

Net cash (used) provided by financing activities -894 425
Net increase (decrease) in cash and equivalents 80 166
Cash and equivalents at beginning of penod 569 692
Cash and equivalents at end of year 639 758

169 981

1279795
-86 232

0
22514
20770

- - 47 635
i e BB

-349 894
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Bank Slavutich

Statement of Changes in Shareholders equity

First quarter 1998

Statutory Retained {General Other Treasury (Indexation

capital earnings [reserves |reserves stock reserve Total capital
(account number) 5000 5030 5020 5021 3120 5100
Beginning balance 31 12 97 4460672 1514 890 958 746 214947 | -44 813 351010 | 7455452
Changes In accounting 50000 -958746 958 746 50 000
prnciple and 1997 corrections 35 189 214 947 -214 947 35189

7 820 7 820

Adjusted beginning balance 4460672 1600079 214 947 966 566 | -44 813 351010 | 7 548 461
Changes in reserves
Net income 169 981 169 981
Treasury shares reissued 10 857 10 857
Diidends paid -5 282 5282
Ending balance Ha 31 03 98 4460672 1764779 214 947 966 566 | -33 956 351010 | 7724018
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International Business & Technical Consultants, Inc

US Agency for International Development
Financial Infrastructure Development Project

(380-44) 246-4952
(380-44) 225-7515
(380-44) 229 6525
Fax (380-44) 246 4953

Vulitsa Lysenko 4 Apartment 13 Telephone
Kyiv 252034 Ukraine

E-Mail ibiciua@sovamua com

BANK SLAVUTICH
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
June 30, 1998

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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Balance Sheet on 01-07 1998

Articles

ASSETS

Cash on Hand

Travelers Checks

Banks Metals

Funds at NBU

Secunties held for sale

State Bonds Nominal Value
Less Unamortized Discount / Premium
Net Investment in State Bonds
Equity Secunties

Debt Secunrties

Total Secunties held for sale
Market Adjustment

Net Secunties held for sale
Due From Banks

interbank Loans

Less Bad Debt reserve

Net Interbank Loans

Secunties Purchased under Agreement to resel

Loans to

Business entities

State agencies

Individuals

Employees

Total Loans

Less Bad Debt Reserve

Net Loans

Secunties held for investment
State Bonds Nominal Value
Less Unamortized Discount / Premium
Net Investment in State Bonds

Equity Secunties
Debt Secunties

Total S ties held for investment

Market Adjustments
Net Secunties held for Investment

Investments in affiliates

Low Value items and Supplies invetones
Prepaid Expenses

Misc Accounts Receivable etc

Less Allowance for Bad Debt

Net Accounts Recewalbe

Cleanng accounts
Advances to Branches
Accrued Interest Receivable
Prepaid Taxes

Current

Deferred

Operating Fixed Assets
Owned

Leased

Construction in Progress

Less Accumulated Depreciation

Net Fixed assets

Foreclosed and other inactive fixed assets
Intangible Assets

Less Accumulated Amartization

Net Intangible Assets

Total Assets

# 02IWD71 G72
SLAVUY TICH
Primary Corrections Balance sheet with Companson  Difference Percent
Table Corrections Table
6 mon to 6/98 6 mon to 65/98 Imonto 3/98 3 mon to 6/98
234 198 41 0 234 198 41 262 464 68 28 266 27 1207%
o} 0 0 V] 0 0004
0 0 0 ] Q 0 00%
94 108 40 0 94 108 40 23276905 138 66065 147 34%
0 1} [ 0 0 000%
0 0 0 0 0 0 00%
0 0 0 0 0 000%
0 0 0 1] 0 0 00%
0 2776360 27 763 60 352584 19 324 82059 1169 95%
QG 2776360 27 763 60 352 584 19 324 820 59 1169 95%
0 0 (1} 0 0 0 00%
0 2776360 27 763 60 352 584 19 324 820 59 1168 95%
88 166 55 0 88 166 55 144 523 93 56 357 38 -63 92%
350 000 00 0 350 000 O 180 000 00 170 000 00 94 44 /o
0 0 o] 0 0 0 00%
350 000 00 [ 350 000 00 180 000 00 170 000 00 94 44 /6
0 0 0 ¢} Q 000%
619194038 2776360 6164 17678 662933543 -465 15865 7 55%
0 0 (4] 0 0 000%
422 959 53 0 422 959 53 11707708 30588245 261 27%
0 0 [} 0 0 000%
661489991 2776360 668713631 674641251 15927620 242%
510 052 86 0 51005286 -23309146 276 961 40 54 30%
6104 847 05 27763 60 607708345 6651332105 -43623760 7 18%
3553 10000 [} 365310000 402690000 -473 80000 13 33%
-661 99180 -83 259 00 745 250 80 19084847 554 40233 74 39%
289110820 8325900 280784920 383605153 102820233 -36 62%
124 170 34 (] 124 170 34 160 170 34 36 000 00 28 99%
0 0 0 0 0 0 00%
3015278 54 -83 259 00 293201954 3996 221 87 106420233 36 30%
0 0 o [s] ] 0 00%
301527854 -8325900 293201954 399622187 106420233 36 30%
¢} 0 0 0 (1} 0 00%
17 876 86 0 17 876 86 20529 70 265284 14 B4%
6120 80 0 612080 388294 223786 57 63%
61976 18 0 61976 18 25 940 16 36 036 02 138 92%
0 1] 0 0 0 0 00%
61976 18 V] 6197618 25940 16 36 036 02 138 92%
[+] 0 0 ] 0 19 53%
278 914 68 278 914 68 1] 0 0 0 00%
6522 158 67 0 522 158 67 359 741 91 162 416 76 45 15%
127 920 25 0 127 920 25 117 578 79 10 341 46 8 80%
2031276 0 2031276 083 20 31193 2447220 48%
914 960 20 1} 914 960 20 947 071 36 3211116 3517
963508 [ 9635 08 9635 08 0 0 00Y
0 o )] 4] 1] 0 00¥
350 004 04 0 350 004 04 291 401 55 58 602 49 16 74%
574 591 24 ] 574 591 24 665 304 89 90 713 65 15 79%
12 476 09 0 12 476 09 15 162 61 2 686 52 21 53%
48 275 19 0 4827519 19 295 19 28 980 00 160 18/
352186 0 3 52186 243771 1084 15 3078/
44 753 33 [} 44753 33 16 857 48 27 89585 16548/
11553 699 81 362 17368 11191526 13 1290688408 1715357 95 1633/



LIABILITIES

Demand Deposits
State Budget
Business entities
Individuals

Time Deposits

State Budget
Business entities
Indwiduals

Certificate of Deposits

Total Deposis

Due to banks
Loans Due NBU
Short Term
tong Term
Interbank Loans

Secuntes sold under Agreement to Repurchase

Debt Secunties issued
Term and revolving
Less Unamortized Discont / Premium

Net Term and Revolving
Subordinated Debt
Total Debt Secunrties Issued

Accrued Interest Payable

Misc Accounts payable and accruals
Clearing Accounts

Advances from Branches

Deffered Income

Stockholder's investment pending registra
Accrued Income Taxes

Current

Deferred

Total Liabilities

CAPITAL

Statutory Capital

Statutory Par Value

Capital Paid-in excess of par value
Total statutory Capital

Less stock subscnbtion receivable
Net Statutory Capital

Current Penod Net income
Retamned eamings appropnated
Retained earmings unappropnated
Revaluation Indexation
Accumulated 1AS adjustments
Subtotal

Less Treasury Stock

Total Capital

Total Capita! and Liabilities

BALANCE

Not Found Accounts
Positive
Negative

Difference

0 [+] 0 0 0 0 00%
156498549 475370 156973919 234449779 77475860 33 05%
341062 07 0 341 062 07 365 375 68 24 313 61 -6 65%
0 0 0 4] 0 000¥

21000 00 0 21000 00 21000 00 0 0 00Y
1023 628 44 0 1023 628 44 756 19877 267 429 67 26 13%
0 o 0 0 a 0 00%
295067600 -475370 295542970 348707224 53164254 15 25%
0 0 0 0 0 000%

0 1] 0 0 0 0 00%

0 ] 0 0 0 0 00%

200 000 00 0 200 000 00 1200 000 00 1000 000 0O 83 33¥
Q 0 0 0 [ 000%

0 0 0 0 0 000¥

0 [ 0 0 0 0 00¥

0 0 0 0 Y] 0004

4 0 0 0 0 000%

0 0 0 0 0 0 00%

19 861 97 0 19 861 97 26 034 48 6 172 51 2371
-46582160 475370 -461 06790  -458 039 69 3028 21 0 66%
0 0 [ o 0 0004

27891468 278914 68 0 0 0 000%
0 0 0 0 0 0 00%

0 0 0 0 ] 0 00%

782068 0 782068 1172070 390002 3327%

0 0 0 0 0 000%
392309493 27891468 364418025 518286711 153868686 29 69%
-4 460 672 00 1] -4 46067200 -446067200 0 0 00%
0 0 0 0 0 0 00%

~4 460 672 00 0 446067200 -446067200 (] 000%
0 0 0 0 0 000%

-4 46067200 0 -4 46067200 -446067200 Q 0900%
8292643 B584317 281674 16998061 17289735 -10172%
118151256 0 1181561256 118151256 0 000%
159479774 258417 169738191 158479740 2584 51 0 16%
351 010 40 ] 35101040 35101040 0 0 00%
] 0 0 0 \] 0 00%
767091913 8325300 758766013 7765797297 17031284 220%
40 314 25 1] 40 314 25 33 956 00 635825 18 72%
763060488 8325900 754734588 772401697 17667108 229%
1155369981 362173 68 1119152613 1290688408 171535795 13 29%
0 Q 0 0 o 50 00%

0 o o 0 0 000/

0 o [} 0 0 000/

[} 0 g (4] 0 000/



Income Statement on 01-07 1998

Articles

Interest income
Interbank Loans
Customer Loans
Secunties
Other

Total Interest Income

Interest Expense
Borrowings from NBU
interbank Borrowings
Deposits

Bank 1ssued securities
Other

Total Interest Expence

Net interest income

Fee and Commusston Income
Fee and Commission Expense

Gain (loss) from FX trade operation
Gain (loss) from Trading Secunties

Divident Income
Penatties
QOther banking income

Total non-interest Income
Less Provision for loan losses

Total Banking Income

Operating Expenses

Salanes and Emploee benefits
Advertising Audit and professional fees
Travel and Entertainment

Amortization of Fixed Assets and Intangib
Utiities

Rent

Telephone

Secunty

Repairs

Chantable contnbutions

Other taxes and penalties

Other Operating Expenses

Total Operating Expenses

Income before provision for Income Taxes

Income Taxes
Current
Deferred

Total income Taxes

Net income before pnor penod Adjustme

Effect of pnior Penod Adjustment to
Income
Expence

Total pnior period Adjustments

Net Income after prior Peniod Adjustmen

INCOME

SLAVU TICH
Pnmary Corrections Income with
Table Corrections
-48 356 31 0 -48 356 31
1222 60143 0 122260143
-66947837 4403853 -62543984
47 344 36 47 34436 ]
198778047 9138283 189639758
0 (1] 0
333537 32 0 33353732
736 094 25 0 736094 25
0 0 0
47 344 36 47 344 36 0
111697593 -47 34436 106963157
-870804 54 4403853 826 766 01
13023255 3192564 98 306 91
19568 21 0 19 568 21
o 1862217 0 1862217
-4 227 31 0 -4 227 31
~236 08 0 236 08
-82 756 39 0 -8275639
6131701 4030000 11017 01
26782330 7222564 195597 66
276 961 40 0 27696140
-861666 44 11626417  745402,27
228 663 81 0 22866381
y 2158538 [ 2158538
3565170 0 355170
8 10460793 0 104607 93
8281868 1] 5281868
8179958 ] 81799 58
4303098 0 43 030 98
47 61163 0 47 611 63
9303 67 0 930367
0 o] 0
36 252 10 4] 36252 10
11951455 3042100 89 093 55
77874001 3042100 74831901
8292643 8584317 291674
[+] ] 0
0 0 0
4] 0 )]
t 82 926 43 85 843 17 291674
0 V] 0
o 0 ¢}
0 1] 0
-82926 43 8584317 291674
Crpanuua 1



Slavutich Bank

IStatement of Cash Flow

For the 2 qv 1998’

Cash Flow From Operating Activites

Net Income (loss) from operations before income Tax (172 897)
Adjustments to reconcile net ncome to net cash
flow provided from operating activities
Depreciation and amortization 61 150
Provision for credit losses 276 961
Market value adjustment on secuntes 0
Amortization of discount on securities (274 233)
Loss on sale of securities 9918
Net decrease (increase) in trading securities 324 821
(Increase) decrease In Loans to
Business entities 465 159
Individuals and other (305 882)
(Inc)/dec iIn acc Int Receivable (159 833)
Adjustment for write-offs
Increase (decrease) in Deposits
Demand (799 072)
Time 267 430
Due to Banks 0
Inc/{dec) in acc Int Payable 6 173)
(Increase) decrease in prepaids and other assets (32 935)
Increase (decrease) in other ligbilities 3028
cash paid for ncome taxes (34 553)
Net cash provided by (used in) operating activities (377 112)
Cash (used) provided in {from) Investing Activities
(Increase) decrease in Interbank Loans and Repos (170 000)
(Increase) decrease in Interbranch Loans 0
Purchase of Securnities
State bonds held for investment (3 132 595)
Equity and other debt securities 36 000
Redemption of secunties
State bonds held for investment 4425113
Equity and other debt secunties 0
Sale of securities net of gain 0
Purchases of premise and equipment net of retirem ts 29 564
Purchase of intangible assets (27 896)
Net cash (used) provided in investing activities 1160 186
Cash {(used) provided (from) financing activities
Increase {decrease) in NBU and interbank borrowings and repos | (1 000 000)
Increase (decrease) in Interbranch Loans 0
Treasury stock (acquired) reissued (6 358)
Capital Contribution from Shareholders 0
Dividends Declared
Net cash (used) provided by financing activities (1 006 358)
Net increase (decrease) 1n cash and equivalents (223 284)
Cash and equivalents at beginning of period 639 768
Cash and equivalents at end of year 416 473
416 474
Balance {0)




chancap xis

Changes n Shareholders' Equity 2nd Quarter 1998

5000 5030 5020 5021 3120 5100
Statutory Retained General Other Treasury Fixed asset
capital earnings reserves reserves stock indexation |Total capital
Beginning balance ’
3anuwok Ha 31 03 98 3103 98 4 460 672 1764778 214 947 966 566 -33 956 351010 7724017
3MiHM Y pe3epB! Ha KpeauTHI
PU3KKN Changes in reserves
0
Uncruit npnbyTok 3a nepioa |Net income (loss) -87 054 -87 054
Kopekus 3rigHo MCBO effect of IAS adjustments -85 843 -85 843
2 584 2 584
Treasury shares
Bukynnes akun (purchased) or reissued -6 358 -6 358
Bunnara ansineHaB Dividends patd 0
3anuwuok Ha 30 06 98 Ending balance 30 06 98 4 460 672 1 594 465 214 947 966 566 -40 314 351010 | 7547 346
IBTCI KotchmpaeHumansHo 191098 Crpanuua 1



International Busmness & Technical Consultants, Inc

U S Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13 Telephone
Kyrv 252034 Ukraine
E Mail ibiciua@sovamua com Fax

Exhibit IV -4

(280-44) 246-4952
(380-44) 22> 7515
(380 44) 229 6525
(380-44) 246 4953

VABANK
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
March 31, 1998

NBU/USAID/IBTCI/Financial Infrastructure Development Project



VaBank

Balance Sheet

(thousand UAH)
ASSETS March 31, 1998 January 12, 1998
Cash on Hand 5421 7 121
Travelers Checks 533 834
Funds at NBU 2621 785
Securities held for sale
State Bonds - Nominal Value 6702 47 823
Less Unamortized Discount (408) 4 787)
Net Investments 1n State Bonds 6 294 43 036
Equity Securities 129 1298
Total Securities held for sale 6423 44 334
Market Adjustment (324) 0
Net Securities held for sale 6 099 44 334
Due From Banks 16 647 14 455
Interbank Loans 0 1110
Loans to
Business entities 42 370 33387
Individuals 2 869 2357
Total Loans 45 240 35745
Less Reserve for Loan Losses (365) (296)
Net Loans 44 874 35 449
Securities held for nvestment
State Bonds - Nominal Value 31131 350
Less Unamortized Discount (1689) (40)
Net Investment in State Bonds 29 442 310
Investment securities 3699 884
Total securities held for investment 33 141 1194
Investments 1n affiliates and subsidiaries 0 1
Low Value Items and Supphes Inventories 134 133
Prepaid Expenses 538 105
Misc Accounts Receivable, etc 1058 1776
Accrued Interest Receivable 940 195
Prepaid Taxes 297 282
Operating Fixed Assets
Owned 6 881 6178
Leased 1878 1838
Construction 1 progress 1577 1020
Less Accumulated Depreciation (1 063) (1016)
Net Fixed assets 9273 8 020
Intangible and Inactive Assets 286 18
Total Assets 121 876 116 160

e
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VaBank
Balance Sheet
(thousand UAH)

LIABILITIES March 31, 1998 January 12, 1998
Demand Deposits
State Agencies 0 25
Business entities 25838 16 949
Individuals 1016 1339
Time Deposits
Bustness entities 2174 1713
Individuals 15376 13137
Certificate of Deposits 895 213
Total Deposits 45 298 8 481
Due to banks 7 380 343
Due to NBU
Short-term 991 5991
Long-term 18 751 13 496
Interbank Loans 35442 29 363
Securities sold under Agreement to Repurchase 0 17 000
Accrued Interest Payable 547 560
Misc Accounts payable and accruals 905 693
Accrued Income Taxes 201 575
Total Liabilities 109 516 101 397
Shareholders’ Equity
Caprtal Stock
Statutory Par Value 11251 11251
Capital paid-in excess of par value 6 6
Total Statutory Capital 11257 11257
Approprated Retained Earnings
Loan Loss Reserve 78 96
Other 2814 2814
Unappropriated Retained Earnings (Deficit) (1775) 599
Subtotal 12374 14 766
Less Treasury Stock (14) 3)
Total Shareholders' Equity 12 360 14 763
Total Liabilities and Shareholders' Equity 121 876 116 160

-



VaBank
Statement of Income
For the Quarter Ended March 31, 1998

(thousand UAH)
. Interest Income
Interbank Loan 276
Customer Loans 3036
Securities 3027
Total Interest Income 6338
Interest Expense
Borrowings from NBU 1 945
Interbank Borrowings 1403
Deposits 1 834
. Bank-issued securities 7
Other 3
Total Interest Expense 5242
Net Interest Income 1 096
Other banking Income (Expenses)
Fee and Commuission Income 882
Fee and Commussion Expense (379)
Gan (loss) from FX trade operation (1 866)
Gain (loss) from Trading Securities (324)
Other banking income 190
Loan Loss Reserve Provision (69)
Total other banking Income (Expenses) 1562
Total Banking Income (466)
. Operating Expenses
Salaries and Emploee benefits 456
Advertising, Audit and professional fees 136
Travel and Entertainment 67
Amortization of Fixed Assets and Intangibles 51
Utilities 380
Rent 199
Telephone 191
Security 139
Repairs 75
Charitable contributions 197
Other taxes and penalties 265
Other Operating Expenses 100
Total Operating Expenses 2255
Income before provision for Income Taxes (2721)
Income Taxes 1
Net Loss (2 722)




VaBank

Statement of Cash Flow
For the Quarter Ended March 31, 1998

(thousand UAH)
Cash Flow From Operating Activities

Net Income (loss) from operations

Adyustments to reconcile net income to net cash flow

provided from operating activities
Depreciation and amortization
Provision for Credit losses
Market value adjustment on securities
Amortization of discount on securities

Net decrease (increase) in trading securities
(Increase) Decrease in Loans to

Business enfities

Individuals and other
(Increase)/decrease m accrued mterest receivable
Increase (Decrease) i Deposits

Demand

Time

Due to Banks
Increase/(decrease) in accrued interest payable
(Increase) decrease i prepaids and other assets
Increase (decrease) m other liabilities
Cash paid for income taxes

Net cash provided by (used 1n) operating activities

Cash (used) provided from Investing Activities

Increase (Decrease) in mterbank borrowings and REPOs

Purchase of equity and other debt securities
Redemption of state bonds for investment

Purchase of premuse and equipment, net of retirements

Purchase of intangible assets

Net cash (used) provided in imnvesting activities

Cash (used) provided from finanncing activities
Increase (decrease) in NBU borrowings

Increase (decrease) in mterbank borrowings and REPOs

Increase (decrease) in financing leases
Treasury stock (purchased) sold

Increase (decrease) m unappropriated retamed earnings
Net cash (used) provided by financing activities

Net increase (decrease) n cash and equivalents
Cash and equivalents at beginning of period
Cash and equivalents at end of year

(2722)

51
69
324

(2 746)

1256

(8983)
(512)
(745)

8 540
3382
7037
(12)
358
(996)
(391)

3908

1110
(2 814)
10276
(1304)

(66)

7201

255
(10 921)
1264
an
330

(9 082)

2027
23194

25221

\hY



Balance as of
January 12, 1998

1997 Corrections,
net

Net Loss for
the Quarter

Transfer from General

Loan Loss Reserve

Treasury Stock
Purchased

Balance as of
March 31, 1998

Va Bank
Statement of changes in Shareholders' Equity
For the Quarter Ended March 31, 1998

(thousand UAH)
Statutory Appropriated
Capital Retained Earnings Retained
Par Paid in excess| Loan Loss Earnings Treasury
Value of par value Reserve Other (Deficit) Stock
11251 6 96 2814 599 3
0 0 0 0 330 0
0 0 0 0 (2 722) 0
0 0 (18) 0 i8 0
0 0 0 0 0 11
11251 6 78 2814 (1775) 14




Vulitsa Lysenko 4 Apartment 13

International Business & Technical Consultants, Inc

US Agency for International Development
Fimanaal Infrastructure Development Project

Kyiv 252034 Ukraine

E Ml

ibtciua@sovamun com

Telephone

Fax

(580-44) 246-4952
(380 44) 225 7515
(380-44) 229 6525
(380-44) 246 4953

VABANK
FINANCIAL STATEMENTS (UNAUDITED)
As of and for the Quarter ended
June 30, 1998

NBU/USAID/IBTCI/Financial Infrastructure Development Project
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VaBank
Balance Sheet
UAH

ASSETS
Cash on Hand
Travelers Checks
Funds at NBU
Securities held for sale
State Bonds - Nominal Value
Less Unamortized Discount / Premium
Net Investment 1n State Bonds
Equity Securities
Total Securities held for sale
Market Adjustment
Net Secunties held for sale
Due From Banks
Interbank Loans
Loans to
Business entities
Individuals
Total Loans
Less Bad Debt Reserve
Net Loans
Securities held for investment
State Bonds - Nominal Value
Less Unamortized Discount / Premium
Net Investment 1n State Bonds
Equity Securities
Net Securities held for Investment
Low Value Items and Supplies Invetories
Prepaid Expenses
Misc Accounts Receivable, etc
Accrued Interest Receivable
Prepaid Taxes
Current
Operating Fixed Assets
Owned
Leased
Construction 1n Progress
Less Accumulated Depreciation
Net Fixed assets
Foreclosed and other inactive fixed assets
Intangible Assets
Less Accumulated Amortization
Net Intangible Assets
Total Assets

0107 98 01 04 98 Difference
9221 5421 3 801
338 533 (195)
2363 2621 (258)
7331 6702 629
(814) (408) (406)
6517 6294 223
0 129 (129)
6 517 6423 94
(340) (324) (16)
6176 6 099 78
6288 16 647 (10 358)
9215 0 9215
50 090 42 370 7720
2 824 2 869 (46)
52914 45 240 7674
(329) (365) 36
52 585 44 874 7710
13 201 31131 (17 929)
(1584) (1 689) 105
11 618 29 442 (17 824)
5606 3 699 1908
17 224 33 141 (15917)
215 134 81
690 538 152
662 1058 (396)
770 940 (170)
319 297 22
8218 6 881 1336
3110 1878 1233
0 1577 (1577
(1136) (1 063) (73)
10 192 9273 919
0 15 -15
478 307 171
@7 @1 )
451 286 166
116 711 121 876 (5165)
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Balance Sheet

LIABILITIES
Demand Deposits
Business entities
Individuals
Time Deposits
Business entities
Individuals
Certificate of Deposits
Total Deposits
Due to banks
Loans Due NBU
Short Term
Long Term
Interbank Loans
Accrued Interest Payable
Misc Accounts payable and accruals
Clearing Accounts
Accrued Income Taxes
Current
Total Liabilities

CAPITAL
Statutory Capital
Statutory Par Value
Capital Paid-in excess of par value
Net Statutory Capital
Retained earnings - appropriated
General reserve
Other reserves
Retained earnings - unappropnated
Subtotal
Less Treasury Stock
Total Capital
Total Capital and Liabilities

VaBank

UAH

-15 621 25838 10216
-1 606 1016 -590
2284 2174 -110
15376 15376 0
2033 -895 1138
36919 -45 298 8379
-11 263 7380 -3 884

991 991 0

26 529 -18 751 7778

20 841 35 442 14 602
-395 547 152
-1487 -550 938
-120 -355 235
244 201 43

-98 791 -109 516 10 725

-16 757 -11 251 -5 507
407 ¥ -401

-17 165 11257 5907
371 78 293
8564 2814 5750
8152 1775 61377
-17 948 12374 5574
27 14 14

-17 921 -12 360 -5 560
-116 711 -121 876 5165
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VaBank
Income Statement

UAH
six months Quarter
1998p first | second
Interest Income
Interbank Loans -742 -276 -466
Customer Loans -6 627 -3 036 -3 491
Secunties -5 099 -3 027 -2 072
Total Interest Income -12 368 -6 338 -6 030
Interest Expense
Borrowings from NBU 2253 1945 308
Interbank Borrowings 3049 1403 1646
Deposits 3592 1884 1707
Bank-issued securities 38 7 32
Other 4 3 1
Total Interest Expence 8 936 5242 3694
Net interest Income -3 432 -1 096 -2 336
Fee and Commission Income -1 774 -882 -891
Fee and Commission Expense 855 379 477
Gain (loss) from FX trade operation 1658 1 866 -208
Gain (loss) from Trading Securities 334 324 10
Divident Income -4 -4 0
Penalties 0 0 0
Other banking income -150 -190 40
Total non-interest income 920 1493 573
Less Provision for loan losses 33 69 -36
Total Banking income -2 480 466 -2 945
Operating Expenses
Salaries and Emploee benefits 991 456 535
Advertising, Audit and professional fees 723 136 587
Travel and Entertainment 107 67 40
Amortization of Fixed Assets and Intangibles 146 51 95
Utilities 614 380 234
Rent 452 233 219
Telephone 590 191 399
Secunty 296 139 167
Repairs 144 75 69
Charitable contnbutions 228 197 29
Other taxes and penalties 547 266 281
Other Operating Expenses 207 67 140
Total Operating Expenses 5044 2 256 2788
Income before provision for Income Taxes 2 564 2721 -158
Income Taxes
Current 82 1 81
Total Income Taxes 82 1 81
Net Income before prior period Adjustment 2 646 2722 77
Effect of prior Period Adjustment to
Income -1 -0 -0
Total prior period Adjustments -1 0 -0
Net Income after prior Period Adjustment 2 646 2722 77




VaBank

Cash Flow Statement
For the second quarter
(thousand hryvna)
Cash Flow From Operating Activites
Net income (loss) from operations before income Tax
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization
Prowvision for credit losses
Market value adjustment on securites
Amortization of discount on secunties
Net decrease (increase) in trading securities
(Increase) decrease in Loans (net of wnite-offs) to
Business entities
Individuals and other
(Increase) decrease In accrued interest receivable
Increase (decrease) in Deposits
Demand
Time
Due to Banks
Increase (decrease) In accrued interest payable
(Increase) decrease in prepaids and other assets
Increase (decrease) in other habilities
cash paid for mcome taxes

Net cash provided by (used n) operating
activities
Cash (used in) provided by Investing Activities
(Increase) decrease in Interbank Loans
(Increase) decrease in Interbranch borrowing
Purchase of Secunties
State bonds held for thvestment
Equity and other debt securities
Redemption of secunties
State bonds held for investment
Equity and other debt securities
Sale of secunities net of gain or loss

Purchases of premise and equipment net of retirem'ts

Purchases of premise intangible assets

Net cash (used in) provided by investing activities

Cash (used) provided (from) financing activities
Increase (decrease) in NBU and interbank borrowings
and repos
Increase (decrease) in Interbranch Loans
Treasury stock (acquired) reissued
Capital Contribution from Shareholders
Dividends paid

Net cash {used in) provided by financing
activities

Net increase (decrease) in cash and equivalents
Cash and equivalents at beginning of period
Cash and equivalents at end of year

158

95

36

16
-2072
305

7720
46
170

-9 626
1247
3884

-152
99
703
-60

-12 871

-9 215

-5 644

-1 908

24 180

959
-1 014
-166

7192

-6 824

-14
5 507

-1 331

-7 010
25221
18 212



Va Bank
Statement of changes 1n Shareholders' Equity
For the Quarter Ended March 31, 1998

(thousand UAH)
Statutory Appropriated
Caprtal Retained Earnings Retained
Par Paid 1n excessj Loan Loss Earnings Treasury
Value of par value Reserve Other (Deficit) Stock
Balance as of
January 12, 1998 11251 6 96 2814 599 3
1997 Corrections,
net 0 0 0 0 330 0
Net Loss for
the Quarter 0 0 0 0 (2722) 0
Transfer from General
Loan Loss Reserve 0 0 (18) 0 18 0
Treasury Stock
Purchased 0 0 0 0 0 11
Balance as of
March 31, 1998 11251 6 78 2814 (1775) 14




National Bank of Ukraine — Financial Infrastructure Development
Implementation of International Accounting Standards

Final Repoi t

Exhibit V

Scope of Participating Bank (PAB) Assistance and
Workshop Program
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Exhibit V

International Business & Technical Consultants, Inc

U S Agency for International Development
Funancial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13 Telephone 380-44-229-6525
Kyv 252034, Ukraine Fax 380-44-246-4953
Date February 23, 1998
To Laurie Landy, USAID

Victor Verhun
From Gary P Fechtmeyer

Team Leader
Subject Focus of PAB component and modification of benchmarks

Attached please find a preliminary schedule of accounting/conversion workshops which the
two advisory teams are proposing to offer jointly to the PAB group The use of a “workshop
approach” to advise the PAB group 1s, I beheve, significantly different from the general
approach outlined 1n the ongmnal project TOR and related benchmarks ~ Therefore, I want to
set forth the reasons for the change m approach and the resulting change to the benchmarks
for your review and approval The revised approached has been recommended to NBU by
Rem: and 1t 1s my understanding that NBU supports the change

The ongmal approach for the PAB component provided for lmited TA consisting of
reviewing the mapping chart from the old chart of accounts to the new chart of accounts at the
basic account level and advising on the application of the new accounting standards This TA

was to be delivered to assigned PABs through a series of site visits, basically a one day visit
per PAB each quarter

The progress made in the IAS conversion has changed the TA needs for the PABs
Specifically, the majority of the banking sector 1s no longer mapping from the old to new chart
of accounts but are coding transactions directly mto the new accounts, thereby elumnating the
need to review mapping procedures This represents a major achievement in the reform effort,
but the commercial banks still need significant TA 1n the more complicated process of
developing the procedures which need to be adopted to conform thewr financial records to IAS
and 1n prepaning IAS-formatted financial reports

Our expertence with the PIBs 1s that one day site visits would not provide sufficient time to
adequately train bank accounting staff i the technical aspects of determining IAS adjustments
and to introduce them to IAS reporting The advantage of the workshop approach 1s that the
combined resources of both USAID and EUTACIS teams are used to deliver specific
technical subjects based on actual experience with the PIBs The participants would be trained
to use conversion implementation tools already tested in the PIBs(1 e valuation model for
mvestment securtties) At the beginning of the following session, time is allocated for a review
of the results achieved by using the implementation tool Thus ‘ hands on” evaluation process
1s conducted either on a one-on-one basis or 1n small groups directed by the project’s
Accounting Consuitants and selected PIB staff



By combining the project resources, we are proposing to deliver a senes of ten, one day
workshops to representatives of 22 PABs dunng a four month period, March through June
Participation will be strictly controlled by the NBU to insure continuity This approach should
provide training 1n a broader range of techmucal subjects than the ongmal approach as well as
allowng for some opportunity for individual TA  Thus revised program, however, will not
measure whether the implementation tools are being used effectively 1n the individual PABs in
order to achieve sustained IAS-based financial reporting But, limuted site visits as origmally
contemplated would also not achieve that objective It would take a more extensive program

of frequent site visits and follow up to develop sustainable IAS-based accounting systems with
a PAB group

Based on the approve factors, I am recommending we modify the original benchmarks for the
PAB component and replace them with the condensed work shop senes outlined above If
you concur with this recommendation, please indicate your approval below I am available at

your convenience to discuss any questions and/or suggestions you may have on the above
1ssue

Approved by
e fady §ih 15, 1999
Laune Landy, USAID Date
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International Business & Technical Consultants, Inc

U S Agency for International Development
Fmancial Infrastructure Development Project
Vulitsa Lysenko 4, Apartment 13
Ky 252034 Ukraine
e-mail 1btciva@adam kiev com

Telephone 380-44-246-4952

2257517

Fax 380-44-246-4953

Participating Bank Workshop Schedule
Condensed Draft For Discussion and Amendment

When What Who IAS Gudance
Manual (Chapter
Reference)
130398 ;| 1] Introto Process and Participants Remu Duflot
Implementation Process Bemhard Kopp Chapter 2
Mam accounting concepts Gary Fechtmeyer Chapter 3
Tool IAS adjustment checklist
NBU perspectives — Supervision and MIS (Taskey, Nichol ?)
200398 | 2 | Follow-up checklist responses IBTCI team Ch 71,84
Monthly closings adjusting, correcting, post-
closing entries
Introduction to IAS-formatted statements IBTCI team
Tool Financial Statement Template Tool Johnston/Savytski
(FiSTT) v 1
270398 | 3 | Follow-up use of FiISTT on 28 02 98 file 02 IBTCI team
Fixed Assets PW team Ch 75
Leases IBTCI team Ch 76
1004 98 | 4 | Follow-up use of FiSTT on 31 03 98 file 02 IBTCI team
Securities IBTCI team Ch 74
Tool securinies valuation model (SVM)
Foreign Exchange PW team Ch 73
170498 | 5| Follow up securities valuation using SVM IBTCI team
Loan loss Provision PW (and GT?) Ch 72
Tool NBU credit evaluation matrix
240498 | 6 | Follow-up loan loss provision PW
Contingencies, Commitments, Post-balance sheet | IBTCI team Ch 77-78
events
Off-balance sheet accounts PW team
150598 | 7 | Follow-up use of FISTT on 31 03 98 file 02 IBTCI team
Quarterly Financial statement adjustments TBA Ch 84
Tool FiSTT —v 2 (with adjustment capability) | Johnston/Savytski
220598 | 8 | Follow-up use of FiSTT v 2 on 31 03 98 file 02 | IBTCI team
Accounting Policies and Procedures and/or Colin | Colin Sutherland
Sutherland s greatest huts — volume 1
290598 | 9 | Cash Flow Statement (CFS) TBA
Tool CES template or FiSTT v 3
IAS 30, Footnotes TBA Chapter4 Ch 81
Using outside auditors vs domng your own JAS (UFPAA guests?)
12 06 98 | 10 | Introduction to Management Accounting TBA
Converting NBU reporting database nto useful TBA Ch 79-710

information

PAB_sched doc



National Bank of Ukraine — Financial Infrastructure Development
Implementation of Inter national Accounting Standards

Final Repoit

Exhibit VI
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International Business & Technical Consultants Inc
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¢ System wide adoption of IAS-
compatible Chart of Accounts
(COA)

e Transaction level conversion to
new COA
¢ Full accrual accounting

» Revised system of
regulatory/statistical reporting to
NBU
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June 17, 1997- IAS compatible COA and
Underlying Assumptions approved

July 7, 1997- Directive on Foreign Exchange

July 21, 1997- Finalized Analytical Account
Structure / Bridge Table

September 25, 1997- Directive on Accounting for
Income and Expenses (Accrual)

September 29, 1997- Directive on Loan Loss Reserve
Provision
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October 1,1997-  Banks submit first NBU reports,
Bridging used
December 1997- Directive on fixed assets and

leases and Investment Securities

December 31, 1997- Instruction 10, Prudential
Regulations

January 1, 1998- COA implemented

January 5, 1998- Opening Balances in new COA
submitted to NBU
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Ukrainian Commercial Banks

B. What this means to Ukrainian
Enterprises

C. The Commercial Banker’s Responsibility




2” ‘f‘%z o

l“ﬁlnl h

t4 éz

%Su CEs!

? /I
g/

i
?%“

USAID/Bank Supervision built
solid foundation for reform

NBU with political strength to
implement IAS reform independent
of MINFIN

NBU/CBARU work teams
dedicated to the process

Sophisticated Central Payment
System supporting transaction level
conversion

Common understanding of
conversion level objectives




‘Multiple donoragei neyiresources committed
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with'coordinated focus-of %ififnplementatmn ¥

« Joint USAID, EUTACIS, British |
Know How Fund effort |

* Project Components:

Pilot Banks - extensive on-site
technical assistance

Participating Banks - workshops to
train in use of implementation tools
developed in Pilots

Sector-wide IAS training
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Bridge Validation Program

IAS Adjustment Checklist

IAS Financial Statement
Preparation Program
(«Barracuday)

INVEST Program for State
Bonds




Exhibit VI -2

International Business & Technical Consultants, Inc
US Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4, Apartment 13 Telephone 380-44 246-4952
Kyiv 252034 Ukrame 225 7517
e-mail 1btciua@adam kiev ua Fax 380-44-246 4953

USAID NIS Accounting Reform Conference
Almaty, Kazakstan
Discussion OQutline on Ukrame Commercial Bank IAS Implementation
Wednesday 22 April 1998

Sector Infrastructure (Shide — Discussion bullets)

National Bank of Ukraine (NBU) has been the primary government entity overseeing banks The
NBU Law and the Law on Banks and Banking were developed under NBU mitiative  Although
Banks are also required to comply with the Accounting Law, the NBU has been able to write and
implement 1ts own accounting directives without Mimistry of Finance intervention Accordmgly,
despite the fact that enterprise accounting reforms in Ukraine lag, the banking sector has been able to
proceed on a relatively fast-track to IAS adoption

“In collaboration with the International Monetary Fund, a matrix of donor assistance was put i place
early on to develop basic central bank functions — different aspects of bank supervision, development
of the electronic funds payment system, development of an IAS-based chart of accounts,
development of a primary market in government securities ” The successful ntroduction mn early
1996 of the new national currency, the hryvnia, and a significant reduction m the inflation rate further
improved the backdrop against which an orderly and focused accounting reform process could be
carried out (Reference and handout Launie Landy’s Developing Sound Banks in Transttional

Economies)

Project Context (Slide — NBU/AID/TACIS Project Structure)

USAID has been funding technical assistance programs to develop NBU bank supervision since

1995 Later, traming programs within NBU were developed, and concurrently, USAID funding was
provided to academic programs such as the Center for the Training of Bank Personnel
(KPMG/Barents, USAID Contractor) Also within the NBU, development of the IAS-based Chart of
Accounts (COA) began, with consultation from British Know-How Fund and other donor agencies

The Commercial Bank IAS Accounting Reform Project began in June 1997, as a jomt technical
advisory program of USAID and EUTACIS to assist the NBU with implementation of IAS, using the
already-drafted COA as an “anchor”, and a pre-selected group of fifteen Pilot Banks (PIBs) as the
prelimnary testing “fleet ” (Slide — NBU/AID/TACIS Project Structure) While IBTCI and most
PW effort focus on the commercial banks, other consultants work within the NBU all independent
NBU advisors and consulting groups interface and coordinate efforts, with AID and TACIS
facihtating the planned joint effort

kazakstan doc 1of5



Project Activity July 1997 to date

This program component of the Financial Infrastructure Development Project launched as a fifteen
month effort in June 1997 It consists of two components the Pilot Bank (PIB) component and the
Participating Bank (PAB) component International Business & Technical Consultants, Inc (IBTCI)
15 the USAID contractor providing technical assistance During 1997, substantially all project
resources were devoted to the PIB component with the objective of sharing these pilot experiences
with PABs 1n 1998 Durning the first quarter of 1998 we delivered three seminars of a ten seminar
series planned for PABs and being conducted jointly by the USAID-IBTCI and EUTACIS-Price
Waterhouse project teams General project structure and approach are as follows

e The IBTCI team consists of three resident foreign advisors Two advisors are accounting
specialists (American CPA’s) and the third 1s a specialist in information technology The team
also includes five national consultants — four accountants and one IT specialist

e IAS conversion teams at the four project PIBs consist of one (IBTCI) national accounting
consultant working with PIB accounting and IT personnel Each foreign accounting advisor has
primary responsibility for two of the PIB teams The foreign IT advisor and his local counterpart
work as a team to provide IT consultation and software development for all four PIB groups

o  Work began m June/July with a Diagnostic phase at the four pre-selected PIBs The pre-
selection process itself (of all fifteen PIBs) was a sigmificant technical effort involving USAID
and 1ts contractors already working in the bank supervision area The diagnostic phase allowed
an updated analysis of bank management and the financials, and resulted 1n confirmation of PIB
selection and PIB resource commuitments

¢ During the PIB implementation, the USAID-IBTCI teams have spent considerable resources on
the particular accounting and reporting systems of their respective PIBs However, we have also
focused as a Project Team on developing basic Implementation Tools which could be used
throughout the banking sector These include a Bridge Validation Program, JAS Adjustment
Checkhlist, Market Valuation Model and a Program that prepares IAS formatted Financial
Statements from NBU-required reporting files

The Methodology (Slide — Conversion Levels)

As of year-end 1997 PIBs were preparing “roughly” IAS statements based on the old (Gosplan-
based) accounting systems and bridging of month-end balances accompanied by account analyses
and “quick and dirty” transformation adjustments These bridging exercises, however, were planned
only as experimentation with and refinement of the new COA

Very early on in our process, the NBU and all advisors had been agreed that a bridging-based system
(we called 1t a “Level 1” approach) could not be easily sustained (Stide — Conversion Levels) The
sustamable conversion would require a cutover to the new IAS-compatible COA 1n order to work —
meanmng that all transactions would need to be put into a substantively correct account from the get-
g0 - we called this a ‘Level 2’ conversion In an ideal world in which a PIB commutted to full sub-
system redesign (1 € , incorporating mternational-style subsidiary ledgers instead of keeping all
account details 1n the general ledger (GL)) we could even accomplisha Level 3 conversion

Methodology met with reality in December 1997, when, after conducting critical tests of the
electronic payments system, (and possibly due to not being able to change a World Bank
conditionality date ?) the NBU committed us to a minimum Level 2 Conversion — 1n the last week
of December, they announced that the new IAS-based COA would be required for daily regulatory
reporting effective 1 January 1998

Key Accomplishments the Implementation Tools

kazakstan doc 2of5
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Demonstration Segment tool by tool with hard copies to be handed out

1) The Bridge Vahidation Program A Foxpro-based model created by the IBTCI resident IT
adwvisor that allowed us 1n the early experimental phases to test accuracy of old to new
account conversions (Demo only on laptop)

2) The IAS Adustment Checklist A short-form month-end review checklist compliled by the
accounting team and used 1n PIBs to ensure that all significant IAS adjustments had been
made (Hard-copy handout)

3) We went through several releases of the Microsoft Access-based Financial Statement
Generator at PIBs during fourth quarter 1997, before a beta version of * Barracuda” was
released to PIBs and PABs m the first quarter of 1998

e This tool mitially filled an immediate need — because NBU required their new monthly
balance sheet and income statement data to be submutted in “data string” format
electronically, the PIBs (and all CB’s) were left to deal with the problem of how to print
these data strings in recogmzable forms so that Chief Accountants could understand the
numbers they were “signing off” on  We as consultants were also interested 1n “seeing
the numbers”

e The tool then evolved from a statement printing tool nto an accountants’ review and
write-up tool It enables booking worksheet entries, reformatting report lines on balance
sheet and income statement, and tmporting prior period numbers for on-screen analysis
capability

e Current modifications are being made to add a “draft Cash Flow Statement” module that
will greatly simphfy the preparation of a full set of IAS financials (Demo on laptop with
hard copy handout of Enghsh language ‘Barracuda’ instructions )

4) The Market Valuation Model called “Invest_A” was developed principally by one of the
team’s national accounting consultants, and 1s essentially a “mini-sub-system” for a bank’s
portfolio of Government Discount Securities (called OVDP) Given data entry of a simple
database including purchase date and amount and maturity date and amount of OVDP
acquisitions, it provides calculations of the effective yield of the security, discount
amortization (straight-line and effective interest method), and an estimated market value
based on current auction yields (Demo on laptop)

Surprises and Obstacles Coping and Solving

Surprises

December NBU Decision to cutover to new COA on January 1% (As late as end-November 1997, the
World Bank was considering deferring the “cutover date” to 1 Apnil 1998 ) In retrospect the same
sector infrastructure that gave us a good start was probably the main reason for the last mmute NBU
decision — the very well developed electronic payments system Key to the new COA decision was
whether the new account codes (synthetic AND ANALYTICAL) could be accomodated by the
system and by the banks internaily Probably the latter was the main concern, and apparently the
December test results upheld the choice to “ go’

Late fall 1997 NBU announcement that regulatory filing would be done 1n electronic data files
mstead of via printable/readable text files 1n established formats, as in the past This came after the
banking system had gotten a draft 200 page volume of printed, ‘picture perfect new regulatory
reporting forms to go along with the new COA, all in June and July This deciston of course created
the need for our IT advisors to help us convert the data into understandable balance sheets and
imcome statements — and a major project accomplishment evolved as a result
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Obstacles

Catch 22 — Accountants could not independently adopt policies and procedures based on IAS without
the imprnimatur of an NBU directive (like all NIS countries) But then NBU-1ssued draft instructions
were etther confusing or vague or conflict with the tax code and require interpretation anyway

COA 15 IAS — Accountants at CBs, and even some NBU people think that now that they have adopted
the new COA, their work 1s done But old redundant bookkeeping entries continue, despite the fact
that eventually an economic event lands 1n the right account We have been working with PIB (and
now PAB) staff on differentiating between ground-level bookkeeping entries (that of course comply
with NBU instructions) from the month-end adjusting, reclassifying and correcting entries that are
needed 1n order to prepare materially accurate IAS statements

Book VS Tax - Accountants here are having a difficult time understanding that IAS-based financial
accounting 1s THE basis for a consistent, meaningful set of books, whereas tax rules result in
mconsistent, non-comparable accounting records At every step they fear violation of the tax rules
and the results of any tax exam — especially now that there are distinct RAP-TAX differences We
are traming them to classify the differences (permanent vs temporary) and track them (manually so
far — until the IT functions have time to focus on developing some reporting aids) in the context of
calculating and booking an IAS tax provision and liability (current and deferred, and/or deferred tax
assets)

The Book vs tax 1ssue 1s much larger than the project itself, however, and this 1s where coordination
of project funding for revision of the tax code, training of bank-specialized tax mspectors and
development of ‘schedule-M-type” models for the NBU, CBs and the tax mspectorate 15 important as
progress toward transferable/sustainable preparation of IAS financials continues And here 15 where
perhaps the NBU needs to move mn lockstep with the enterprise sector — trying to rush too far ahead
of overall accounting and tax reform could potentially threaten the latter, or erase reform gains made
to date m the banking sector

Conclusion Lessons to Learn (1e Things to Copy) from the Ukramne Experience
Macro

The payments system Ukraine’s electronic payments system has been cited as exceptionally good
for an NIS country This was in part attributable to over $2 million specifically for hardware granted
by USAID n summer 1995 Of course 1n any banking system, anywhere, moving money efficiently
15 the first thing 1t needs to do If operations go smoothly, the central bank obviously has more time
to spend on writing a COA and IAS-based directives since 1t spends less time chasing mus-routed
money Clearly a key strategy-level 1ssue

Middle (Project Plannming and Design)

The degree of coordination between USAID and EUTACIS 1 delivering related advisory services to
NBU and commercial banks during co-scheduled projects could be unique 1n this bank accounting
reform effort While our respective TORs will always include overlap, there 1s a great deal of
cooperation gomng on between the IBTCI and PW teams that reduces unnecessary duplication of work
and gets all involved donors a better ‘bank for the buck (Besides delivering joint seminars, we
share our tools with their consultants and PIBs they developed an Implementation Manual and
shared with us, and have an expanded team to call on for more PIB experience — 1t really 1s as 1f we
are all working with all 15 PIBs on some level, even though we only focus individually on one or
two) It 1s never easy to plan and facilitate a consortium effort, but we have realized true efficiencies
1n this experience that we consider worth emulating

Micro
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The keep-1t-simple (“KIS™) success formally can be stated as SKILLS PLUS TOOLS Well, you as
well as we have the skills, and we know a large part of any USAID project 1s to transfer those skills
to our counterparts and country clients that’s not new But what could be new 1s a real dedication to
developing [mostly simple] accessible, portable tools (like the validation program , the checklist,
Barracuda and Invest_A) Traming and dissemination of well designed and executed tools 1s like
beimng in more than one place at the same time That’s effective time management, a great cost-
benefit trade-off and anything else you want to call 1t in management accounting terms (you can buy
more than a few boxes of diskettes for the price of an additional consultant)
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Invitation and Program for August 1998, “Wrap-up”,
Senior Executive Seminar
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Exhibit VII

International Business & Technical Consultants, Inc

U S Agency for International Development
Fmancial Infrastructure Development Project
Vulitsa Lysenko 4, Apartment 13 Telephone 380-44-229-6525

Kyiv 252034, Ukraine Fax 380-44 246-4953
Gary P Fechtmeyer, Team Leader

Dear

You are cordially mvited to a Semor Executive Seminar to be held on Friday, August 28, 1998,
from 10 00 AM to 3 00 PM 1n the Conference Hall As set forth in
the attached invitation, this semunar 1s specifically directed to Senior Management of the Pilot
Banks and selected Participating Banks who have received on-site technical assistance during
1998 through the USAID project to implement IAS compliant financial reporting 1n the
commercial banking sector The seminar will be conducted by seasoned financial executives
from the United States who have recently been in Ukramne to assist in finalizing the
implementation process for Phase One of the technical assistance program

The presentations will summarize the IAS-based reporting which 1s currently being prepared in
your banks using software tools designed by the USAID technical assistance team The focus of
the presentations 1s how you can use these reports to

o Evaluate the performance of your bank
¢ Manage key elements of risk in your bank operations and the economic environment
e Value your bank based on the standards used by the Western investor

The topics to be discussed are of interest to Sentor Management We therefore urge each of you
to attend and also ask that you designate up to three members of your Senior Management Team
to participate

Please call by with the designated participants so we can
arrange for entrance into the Conference Hall

Sincerely Yours,

Gary P Fechtmeyer

Team Leader

Copies Senash -

Remui



International Business & Technical Consultants, Inc

U S Agency for International Development
Fmancial Infrastructure Development Project
Vulitsa Lysenko 4, Apartment 13 Telephone 380-44-229-6525
Kyrv 252034, Ukraine Fax 380-44-246-4953

Invitation to Senmior Management
USAID Pilot Banks and Selected Participating Banks
Overview of IAS Implementation and Internal Financial Reporting

August 28, 1998
Agenda
«» Focus of IAS Technical Assistance m 1998

> Implement process of account analysis and verification
> Implement system of Performance-based financial reporting
> Initiate development of management reporting

< Speafic tools utihized- Account Analysis, Statement Preparation, and Valuation

Balance Sheet

>

> Income Statement

> Cash Flow

> Performance and Western standards for bank valuation

% Specific tools utihzed-- Risk Management and Decision Making

> Risk Analysis
> Management Analysis, operating efficiencies and branch profitability

<% Technical Assistance Focus, 1998 and 1999—Overview and Discussion

Semmar Leaders Hans Jacobsthal, CPA and Senior Partner (Rt ), Deloite and Touche,
Richard D Thorsen, CPA and Member, Board of Directors, Citizens Independent Bank, USA
Semmar Moderators USAID Project Team, IAS Implementation in Commercial Banks-
Gary P Fechtmeyer, CPA, Team Leader

Diana Slobodian, CPA, Bank Accounting Specialist

Bruce Johnston, DPMA, Information Technology Specialist

Tmme and Place

Note Please call or Fax with names of attendees by August 26 to -




International Business & Technical Consultants, Inc

US Agency for International Development
Financial Infrastructure Development Project

Vulitsa Lysenko 4 Apartment 13

Kviv 252034 Ukraine

E Maill ibtciua@naverex kiev ua

Telephone (380 44) 246 4952
(380 44) 225 7515

(380 44) 229 6525

Fax (380 44) 246 4953

Seminar for Sentor Management of

USAID Pilot Banks and Selected Participating Banks
Overview of IAS Implementation and Internal Financial Reporting

10 00-10 10

1010-1100

1100-1115
11 15-1130

1130-1200

1200 -12 30

1230-100

100-115

115-200

200-215

3]

15-230

38

30-245

245-300

300-330

August 28, 1998
Agenda

Introduction

Preparation and Analysis of IAS Financial

Statements

Adjustments to banks' data

Coffee break

Trident Bank —
New stock 1ssue and dilution

Trident Bank-
Investor Valuation

Reports for risk management
and decision making

Daily Funds Flow

Lunch break

Branch Performance

Market cost valuation of securities
Foreign Exchange reporting 1ssues
IT Devclopment 1ssucs

Conclusion and discussion

Gary P Fechtmeyer

Hans Jacobsthal

Richard Thorsen

Hans Jacobsthal

Gary P Fechtmeyer

Richard Thorsen

Gary P Fechtmeyer

Gary P Fechtmeyer

Diana Slobodian
Gary P I'echtmeyer

Bruce Jolinston
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