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Independent Auditors’ Report 
 


To the Shareholders and Supervisory Board of CJSC BTA Bank   


We have audited the accompanying consolidated financial statements of CJSC BTA Bank and its subsidiary 
(hereinafter – “the Bank”), which comprise the consolidated balance sheet as of 31 December 2008, and the 
consolidated income statement, consolidated statement of changes in equity and consolidated cash flow statement 
for the year then ended, and a summary of significant accounting policies and other explanatory notes. 


Management's Responsibility for the Consolidated Financial Statements 


Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards. This responsibility includes: designing, implementing 
and maintaining internal control relevant to the preparation and fair presentation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 


Auditors’ Responsibility 


Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We 
conducted our audit in accordance with International Standards on Auditing.  Those standards require that we 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the 
consolidated financial statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 


Opinion 


In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of 
the Bank as of 31 December 2008, and its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards. 


 
 
 
 
 
19 May 2009 
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CONSOLIDATED BALANCE SHEET 
 


As of 31 December 2008  
 


(Millions of Belarusian Roubles) 
 


 1 


 
 Notes 2008 2007 
Assets    
Cash and cash equivalents 5 42,456 34,265 
Amounts due from NBRB 6 3,834 1,555 
Amounts due from credit institutions 7 2,555 - 
Loans to customers 8 177,703 127,195 
Investment securities available-for-sale 9 18,244 11,220 
Property and equipment 10 6,662 5,840 
Intangible assets 11 115 12 
Other assets 14 1,065 1,282 


Total assets  252,634 181,369 
    
Liabilities     
Amounts due to credit institutions  15 109,223 74,026 
Amounts due to customers 16 99,295 71,969 
Subordinated debt 17 8,860 8,600 
Debt securities issued 18 385 - 
Current income tax liabilities  - 123 
Other liabilities 14 1,541 3,838 
Total liabilities  219,304 158,556 
    
Equity 19   
Share capital  25,150 18,615 
Retained earnings   8,180 4,198 
Total equity  33,330 22,813 


Total equity and liabilities  252,634 181,369 
 
 
Signed and authorized for release on behalf of the Management Board of the Bank 
 
 
 
 


 
19 May 2009 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes on pages 5 to 42 are an integral part of these consolidated financial statements.
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 Notes 2008 2007 
Interest income    


Loans to customers  26,230 15,173 
Amounts due from credit institutions  1,583 882 
Investment securities  1,696 742 
  29,509 16,797 


Interest expense    
Amounts due to customers  (5,289) (1,047) 
Amounts due to credit institutions  (9,895) (6,218) 
Subordinated debt  (780) (783) 
Other  (1) - 


  (15,965) (8,048) 
Net interest income  13,544 8,749 
Allowance for loan impairment 8 (105) (856) 
Net interest income after allowance for loan impairment   13,439 7,893 
    
Net fee and commission income 21 1,668 1,275 
Net losses from investment securities available-for-sale  (50) (35) 
Net gains/(losses) from foreign currencies:    


- dealing  4,676 2,457 
- translation differences  (14) 136 


Other income 22 425 670 
Non-interest income  6,705 4,503 
    
Personnel expenses 23 (7,918) (4,186) 
Depreciation and amortisation 10,11 (594) (323) 
Other operating expenses 23 (5,990) (2,841) 
Other impairment and provisions (charge)/ reversal 13 (4) 226 
Taxes other than income tax  (805) (611) 
Non-interest expense  (15,311) (7,735) 
    
Profit before income tax expense  4,833 4,661 
    
Income tax expense 12 (851) (1,488) 


Net profit for the year  3,982 3,173 
 
Net profit for the year included:    
 - net profit from continued operations  3,995 3,100 
 - net (loss)/ profit from discontinued operations 24 (13) 73 


 
 3,982 3,173 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes on pages 5 to 42 are an integral part of these consolidated financial statements. 
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 Attributable to shareholders of 
the Bank 


 


Share capital 
Retained 
earnings 


Total 
equity 


    
31 December 2006 17,225 2,415 19,640 
    
Capitalization of retained earnings 1,390 (1,390) - 
Net profit for the year  - 3,173 3,173 
31 December 2007 18,615 4,198 22,813 
    
Issue of share capital 6,535 - 6,535 
Net profit for the year - 3,982 3,982 


31 December 2008 25,150 8,180 33,330 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes on pages 5 to 42 are an integral part of these consolidated financial statements. 
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 Notes 2008 2007 
Cash flows from operating activities    
Net profit for the year  3,982 3,173 
Adjustments for:    


Depreciation and amortisation  594 323 
Allowance for impairment and provisions  109 630 
Loss from disposal of property and equipment  110 - 
Net change in interest accruals  607 841 
Net gain on revaluation of derivatives  (66) (34) 
Fair value re-measurement  - (214) 


Cash flow from operating activities before changes in operating 
assets and liabilities  5,336 4,719 


    Net (increase)/decrease in operating assets     
Amounts due from the National Bank of the Republic of Belarus  (2,279) 173 
Amounts due from credit institutions  (2,551) 2,560 
Loans to customers  (47,662) (66,033) 
Other assets  217 (946) 


Net increase /(decrease) in operating liabilities    
Amounts due to credit institutions  32,857 24,686 
Amounts due to customers  26,152 57,326 
Debt securities issued  384 - 
Other liabilities  919 3,356 


Net cash flow provided by operating activities  13,373 25,841 
    
Cash flows from investing activities    
Proceeds on sale and redemption of investment securities  
  available-for-sale  168,649 52,578 
Purchase of investment securities available-for-sale  (175,671) (55,451) 
Proceeds on sale and redemption of investment securities available-for 


-sale pledged under reverse repurchase agreements  3,946 3,971 
Purchase of investment securities available-for-sale pledged under 


reverse repurchase agreements  (3,946) (2,079) 
Purchases of property, equipment and intangible assets  (1,626) (1,090) 
Proceeds from sale of property, equipment  53 - 
Net cash flow used in investing activities  (8,595) (2,071) 
    
Cash flows from financing activities    
Proceeds from issue of share capital  3,189 - 
Net cash flow from financing activities  3,189 - 
    
Effect of exchange rate changes on cash and cash equivalents  224 265 
Change in cash and cash equivalents  8,191 24,035 
    
Cash and cash equivalents at 1 January 5 34,265 10,230 


Cash and cash equivalents at 31 December 5 42,456 34,265 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes on pages 5 to 42 are an integral part of these consolidated financial statements. 
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1. Principal activities 
 
CJSC BTA Bank (the “Bank”) was formed in 2002 as a joint stock company with foreign investments under the laws of 
the Republic of Belarus. The Bank operates under a general banking licence #17 re-issued by the National Bank of the 
Republic of Belarus (“NBRB”) due to the reason that the Bank got the right to attract funds from individuals and perform 
the operations with plastic cards. In addition, the Bank has the licence for securities operations issued by the Ministry of 
Finance and the licence for attraction of foreign labour force issued by the Ministry of Internal Affairs.  
 
According to the NBRB requirement, the Bank must increase its charter capital to the amount of EUR 25 million during 
2009 to be able to continue the attraction of funds from individuals on the same level (Note 30).  
 
The Bank’s registered legal address is 20, V. Khoruzhey St., Minsk, Republic of Belarus. On 14 April 2008, the NBRB 
registered amendments to the Bank’s Charter related to changing the Bank’s name to CJSC “BTA Bank” from 
“Astanaeximbank”. 
 
The Bank transfers payments, grants loans to local corporate customers (investment, working capital, import financing), 
to small and medium business; attracts deposits and grants loans to retail clients (car and consumer financing); 
performs operations with foreign currencies on behalf of its customers and on its own behalf, and performs operations 
with securities for liquidity and investment purposes. The Bank accepts deposits from the public and extends credit, 
transfers payments in the Republic of Belarus and abroad, exchanges currencies and provides other banking services 
to its commercial and retail customers. The head office of the Bank is located in Minsk and it has four branches in 
Minsk, Mogilev, Brest and Vitebsk. 
 
As at 31 December 2008, the consolidated financial statements include the financial statements of the Bank and its 
100% owned subsidiary till 23 July 2008 - lease company CUE (after reorganisation LLC) “AstanaInvest” (together 
referred to as the “Bank”).  On 23 July 2008, “AstanaInvest” was reorganized into limited liability company due to a 
change in owners. The Bank’s share in this company was reduced to 48.94% upon the change in owners.  On 11 
August 2008, the Bank sold a further 30.94% of its share in “AstanaInvest” to a third party and at year-end owned 18% 
of share capital (Note 24). “AstanaInvest” principal activity is providing finance lease services. 
 
As of 31 December, the following shareholders owned more than 5% of the outstanding shares of the Bank: 
 
Shareholder 2008 


% 
2007 


% 
JSC “BTA Bank” (Republic of Kazakhstan)  99.29 49 
“Interfunding Facilities Limited” (Great Britain)  - 24 
“ZRL Beteiligungs” AG (Austria) - 24 
Others 0.71    3 
Total 100.0 100.0 
 
JSC “BTA Bank” (Republic of Kazakhstan) is the ultimate parent of the Bank.  
 
 


2. Basis of preparation 
 
General 
 
These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”).  
 
The Bank is required to maintain its records and prepare its financial statements for regulatory purposes in Belarusian 
Roubles in accordance with Belarusian Accounting Standards (“BAS”). These consolidated financial statements are 
based on the Bank’s BAS books and records, as adjusted and reclassified in order to comply with IFRS. 
 
The consolidated financial statements have been prepared under the historical cost convention except as disclosed in 
the accounting policies below. For example, available-for-sale securities have been measured at fair value.  
 
These consolidated financial statements are presented in millions of Belarusian Roubles (“BYR”), unless otherwise 
indicated.  
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2. Basis of preparation (continued) 
 
Inflation accounting  
 
The Belarusian economy was considered hyperinflationary until 31 December 2005. As such, the Bank applied IAS 29 
“Financial Reporting in Hyperinflationary Economies”. The effect of applying IAS 29 is that non-monetary items, 
including components of equity, were restated to the measuring units current at 31 December 2005 by applying the 
relevant inflation indices to the historical cost, and that these restated values were used as a basis for accounting in 
subsequent periods. 
 
 


3. Summary of accounting policies 
 
 
Changes in accounting policies 
 
Reclassification of Financial Assets – Amendments to IAS 39 “Financial instruments: Recognition and measurement” 
and IFRS 7 “Financial instruments: Disclosures” 
Amendments to IAS 39 and IFRS 7 were issued on 13 October 2008 and allow reclassification of non-derivative 
financial assets out of the held for trading category in particular circumstances. The amendments also allow transfer of 
certain financial assets from the available for sale category to loans and receivables category. The effective date of 
those amendments is 1 July 2008. Any reclassification made in periods beginning on or after 1 November 2008 shall 
take effect only from the date when the reclassification is made. The Bank did not reclassify any financial assets from 
held for trading or available for sale categories and hence these amendments did not have any impact on the financial 
position or performance of the Bank. 
 
Subsidiaries 
 
Subsidiaries, which are those entities in which the Bank has an interest of more than one half of the voting rights, or 
otherwise has power to exercise control over their operations, are consolidated. Subsidiaries are consolidated from the 
date on which control is transferred to the Bank and are no longer consolidated from the date that control ceases. All 
intra-group transactions, balances and unrealized gains on transactions between group companies are eliminated in 
full; unrealized losses are also eliminated unless the transaction provides evidence of an impairment of the asset 
transferred. Where necessary, accounting policies for subsidiaries have been changed to ensure consistency with the 
policies adopted by the Bank.  
 
Acquisition of subsidiaries 
 
The purchase method of accounting is used to account for the acquisition of subsidiaries by the Bank. Identifiable 
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at 
their fair values at the acquisition date, irrespective of the extent of any minority interest. 
 
The excess of purchase consideration over the Bank’s share in the net fair value of the identifiable assets, liabilities 
and contingent liabilities is recorded as goodwill. If the cost of the acquisition is less than the Bank’s share in the net 
fair value of the identifiable assets, liabilities and contingent liabilities of the subsidiary acquired the difference is 
recognised directly in the consolidated income statement. 
 
Minority interest is the interest in subsidiaries not held by the Bank. Minority interest at the balance sheet date 
represents the minority shareholders' share in the net fair value of the identifiable assets, liabilities and contingent 
liabilities of the subsidiary at the acquisition date and the minorities' share in movements in equity since the acquisition 
date. Minority interest is presented within equity. 
 
Losses allocated to minority interest do not exceed the minority interest in the equity of the subsidiary unless there is a 
binding obligation of the minority to fund the losses. All such losses are allocated to the Bank. 







“BTA Bank” CJSC (formerly CJSC “Astanaeximbank”) Notes to 2008 Consolidated Financial Statements 
 


(Millions of Belarusian Roubles) 
 
 


 7 


3. Summary of accounting policies (continued) 
 


Financial assets 
 
Initial recognition 
 
Financial assets in the scope of IAS 39 are classified as either financial assets at fair value through profit or loss, loans 
and receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate. When financial 
assets are recognised initially, they are measured at fair value, plus, in the case of investments not at fair value through 
profit or loss, directly attributable transaction costs. The Bank determines the classification of its financial assets upon 
initial recognition. 
 
Date of recognition 
 
All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Bank 
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that require 
delivery of assets within the period generally established by regulation or convention in the marketplace. 
 
Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. They are not entered into with the intention of immediate or short-term resale and are not classified 
as trading securities or designated as investment securities available-for-sale. Such assets are carried at amortised 
cost using the effective interest method. Gains and losses are recognised in the consolidated income statement when 
the loans and receivables are derecognised or impaired, as well as through the amortisation process. 
 
Available-for-sale financial assets 
 
Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or 
are not classified in any of the three preceding categories. After initial recognition available-for sale financial assets are 
measured at fair value with gains or losses being recognised as a separate component of equity until the investment is 
derecognised or until the investment is determined to be impaired at which time the cumulative gain or loss previously 
reported in equity is included in the consolidated income statement. However, interest calculated using the effective 
interest method is recognised in the consolidated income statement. 
 
Determination of fair value 
 
The fair value for financial instruments traded in active market at the balance sheet date is based on their quoted 
market price or dealer price quotations (bid price for long positions and ask price for short positions), without any 
deduction for transaction costs. 
 
For all other financial instruments not listed in an active market, the fair value is determined by using appropriate 
valuation techniques. Valuation techniques include net present value techniques, comparison to similar instruments for 
which market observable prices exist, options pricing models and other relevant valuation models. 
 
Offsetting 
 
Financial assets and liabilities are offset and the net amount is reported in the consolidated balance sheet when there 
is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or to 
realise the asset and settle the liability simultaneously. 
 
Cash and cash equivalents 
 
Cash and cash equivalents consist of cash on hand, amounts due from the NBRB, excluding obligatory reserves, and 
amounts due from credit institutions that mature within ninety days of the date of origination and are free from 
contractual encumbrances. 
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3. Summary of accounting policies (continued) 
 
Repurchase and reverse repurchase agreements  
 
Sale and repurchase agreements (“repos”) are treated as secured financing transactions. Securities sold under sale 
and repurchase agreements are retained in the consolidated balance sheet and, in case the transferee has the right by 
contract or custom to sell or repledge them, reclassified as securities pledged under sale and repurchase agreements. 
The corresponding liability is presented within amounts due to credit institutions or customers. Securities purchased 
under agreements to resell (“reverse repo”) are recorded as amounts due from credit institutions or loans to customers 
as appropriate. The difference between sale and repurchase price is treated as interest and accrued over the life of 
repo agreements using the effective yield method.  
 
Derivative financial instruments  
 
In the normal course of business, the Bank enters into various derivative financial instruments including futures, 
forwards and swaps in the foreign exchange and capital markets. Such financial instruments are recorded at fair value. 
The fair values are estimated based on quoted market prices or pricing models that take into account the current 
market and contractual prices of the underlying instruments and other factors. Derivatives are carried as assets when 
their fair value is positive and as liabilities when it is negative. Gains and losses resulting from these instruments are 
included in the consolidated income statement as net gains/(losses) from trading securities or net gains/(losses) from 
foreign currencies dealing, depending on the nature of the instrument. 
 
Borrowings  
 
Issued financial instruments or their components are classified as liabilities, where the substance of the contractual 
arrangement results in the Bank having an obligation either to deliver cash or another financial asset to the holder, or to 
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number 
of own equity instruments. Such instruments include amounts due to credit institutions, amounts due to customers and 
subordinated debt. After initial recognition, borrowings are subsequently measured at amortised cost using the effective 
interest method. Gains and losses are recognized in the consolidated income statement when the borrowings are 
derecognized as well as through the amortisation process. 
 
Leases 
 
i. Finance - Bank as lessor 
 
The Bank recognizes lease receivables at value equal to the net investment in the lease, starting from the date of 
commencement of the lease term. Finance income is based on a pattern reflecting a constant periodic rate of return on 
the net investment outstanding. Initial direct costs are included in the initial measurement of the lease receivables. 
 
ii. Operating - Bank as lessee  
 
Leases of assets under which the risks and rewards of ownership are effectively retained by the lessor are classified as 
operating leases. Lease payments under an operating lease are recognized as expenses on a straight-line basis over 
the lease term and included into other operating expenses. 
 
iii. Operating - Bank as lessor  
 
The Bank presents assets subject to operating leases in the consolidated balance sheet according to the nature of the 
asset. Lease income from operating leases is recognized in the consolidated income statement on a straight-line basis 
over the lease term as other income. The aggregate cost of incentives provided to lessees is recognized as a reduction 
of rental income over the lease term on a straight-line basis. Initial direct costs incurred specifically to earn revenues 
from an operating lease are added to the carrying amount of the leased asset. 
 
Impairment of financial assets 
 
The Bank assesses at each balance sheet date whether there is any objective evidence that a financial asset or a 
group of financial assets is impaired.  
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3. Summary of accounting policies (continued) 
 
Impairment of financial assets (continued) 
 
A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of 
impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred 
‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or 
the group of financial assets that can be reliably estimated. Evidence of impairment may include indications that the 
borrower or a group of borrowers is experiencing significant financial difficulty, default or delinquency in interest or 
principal payments, the probability that they will enter bankruptcy or other financial reorganisation and where 
observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. 
 
Amounts due from credit institutions and loans to customers 
 
For amounts due from credit institutions and loans to customers carried at amortised cost, the Bank first assesses 
individually whether objective evidence of impairment exists individually for financial assets that are individually 
significant, or collectively for financial assets that are not individually significant.  
 
If the Bank determines that no objective evidence of impairment exists for an individually assessed financial asset, 
whether significant or not, it includes the asset in a group of financial assets with similar credit risks characteristics and 
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an 
impairment loss is, or continues to be, recognised are not included in a collective assessment of impairment.  
 
If there is an objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the assets’ carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through the use of 
an allowance account and the amount of the loss is recognised in the consolidated income statement. Interest income 
continues to be accrued on the reduced carrying amount based on the original effective interest rate of the asset.  
Loans together with the associated allowance are written off when there is no realistic prospect of future recovery and 
all collateral has been realised or has been transferred to the Bank. If, in a subsequent year, the amount of the 
estimated impairment loss increases or decreases because of an event occurring after the impairment was recognised, 
the previously recognised impairment loss is increased or reduced by adjusting the allowance account. If a future write-
off is later recovered, the recovery is credited to the consolidated income statement. 
 
The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate. 
If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest 
rate. The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects 
the cash flows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not 
foreclosure is probable. 
 
For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the Bank’s 
internal credit grading system that considers credit risk characteristics such as asset type, industry, geographical 
location, collateral type, past-due status and other relevant factors. 
 
Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on the 
basis of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical loss 
experience is adjusted on the basis of current observable data to reflect the effects of current conditions that did not 
affect the years on which the historical loss experience is based and to remove the effects of conditions in the historical 
period that do not exist currently. Estimates of changes in future cash flows reflect, and are directionally consistent 
with, changes in related observable data from year to year (such as changes in unemployment rates, property prices, 
commodity prices, payment status, or other factors that are indicative of incurred losses in the group or their 
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed regularly to reduce 
any differences between loss estimates and actual loss experience. 
 
Available-for-sale financial investments 
 
For available-for-sale financial investments, the Bank assesses at each balance sheet date whether there is objective 
evidence that an investment or a group of investments is impaired. 
 
In the case of equity investments classified as available-for-sale, objective evidence would include a significant or 
prolonged decline in the fair value of the investment below its cost. Where there is evidence of impairment, the 
cumulative loss – measured as the difference between the acquisition cost and the current fair value, less any 
impairment loss on that investment previously recognized in the consolidated income statement – is removed from 
equity and recognized in the consolidated income statement. Impairment losses on equity investments are not reversed 
through the consolidated income statement; increases in their fair value after impairment are recognized directly in 
equity. 
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3. Summary of accounting policies (continued) 
 
Impairment of financial assets (continued) 
 
In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as 
financial assets carried at amortised cost. Future interest income is based on the reduced carrying amount and is 
accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment 
loss. The interest income is recorded in the consolidated income statement. If, in a subsequent year, the fair value of a 
debt instrument increases and the increase can be objectively related to an event occurring after the impairment loss 
was recognized in the consolidated income statement, the impairment loss is reversed through the consolidated 
income statement. 
 
Renegotiated loans 
 
Where possible, the Bank seeks to restructure loans. This may involve extending the payment arrangements and the 
agreement of new loan conditions. Once the terms have been renegotiated, the loan is no longer considered past due. 
Management continuously reviews renegotiated loans to ensure that all criteria are met and that future payments are 
likely to occur. The loans continue to be subject to an individual or collective impairment assessment, calculated using 
the loan’s original effective interest rate. 
 
Derecognition of financial assets and liabilities 
 
Financial assets 
 
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is 
derecognized where: 
• the rights to receive cash flows from the asset have expired; 
• the Bank has transferred its rights to receive cash flows from the asset, or retained the right to receive cash 


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


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


 
Where the Bank has transferred its rights to receive cash flows from an asset and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the 
extent of the Bank’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee 
over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Bank could be required to repay.  
 
Where continuing involvement takes the form of a written and/or purchased option (including a cash-settled option or 
similar provision) on the transferred asset, the extent of the Bank’s continuing involvement is the amount of the 
transferred asset that the Bank may repurchase, except that in the case of a written put option (including a cash-settled 
option or similar provision) on an asset measured at fair value, the extent of the Bank’s continuing involvement is 
limited to the lower of the fair value of the transferred asset and the option exercise price. 
 
Financial liabilities 
 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 
 
Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the 
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition 
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognized in the consolidated income statement. 
 
Financial guarantees 
 
In the ordinary course of business, the Bank gives financial guarantees, consisting of letters of credit, guarantees and 
acceptances. Financial guarantees are initially recognized in the consolidated financial statements at fair value, in 
‘Other liabilities’, being the premium received. Subsequent to initial recognition, the Bank’s liability under each 
guarantee is measured at the higher of the amortised premium and the best estimate of expenditure required to settle 
any financial obligation arising as a result of the guarantee. 
 
Any increase in the liability relating to financial guarantees is taken to the consolidated income statement. The premium 
received is recognized in the consolidated income statement on a straight-line basis over the life of the guarantee. 
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3. Summary of accounting policies (continued) 
 
Taxation 
 
Current income tax expense is calculated in accordance with the regulations of Belarus and is based on the results 
reported in the income statement of the Bank prepared under BAS after adjustments for tax purposes.   
 
Deferred tax assets and liabilities are calculated in respect of temporary differences using the liability method. Deferred 
income taxes are provided for all temporary differences arising between the tax bases of assets and liabilities and their 
carrying values for financial reporting purposes, except where the deferred income tax arises from the initial recognition 
of goodwill or of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss. 
 
A deferred tax asset is recorded only to the extent that it is probable that taxable profit will be available against which 
the deductible temporary differences can be utilised. Deferred tax assets and liabilities are measured at tax rates that 
are expected to apply to the period when the asset is realised or the liability is settled, based on tax rates that have 
been enacted or substantively enacted at the balance sheet date. Deferred income tax is provided on temporary 
differences arising on investments in subsidiaries, associates and joint ventures, except where the timing of the 
reversal of the temporary difference can be controlled and it is probable that the temporary difference will not reverse in 
the foreseeable future. 


 
Belarus also has various operating taxes, which are assessed on the Bank’s activities. These taxes are separately 
presented in the consolidated statement of income. 
 
Property and equipment 
 
Property and equipment are carried at cost (or cost restated using the consumer price index for assets acquired prior to 
31 December 2005), excluding the costs of day-to-day servicing, less accumulated depreciation and any accumulated 
impairment. Such cost includes the cost of replacing part of equipment when that cost is incurred if the recognition 
criteria are met.  
 
The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances 
indicate that the carrying value may not be recoverable.  
 
Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis over the 
following estimated useful lives: 
 
 


 Years 
Buildings 40-100 
Furniture and fixtures  5-12 
Computers and office equipment 5-10 
Motor vehicles 5-7 


 
The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial 
year-end. 
 
Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless 
they qualify for capitalization. 
 
Intangible assets  
 
Intangible assets include computer software and licences.  
 
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired 
in a business combination is their fair value as at the date of acquisition. Following initial recognition, intangible assets 
are carried at cost less any accumulated amortisation and any accumulated impairment losses. The useful lives of 
intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortised over the 
useful economic lives of four years and assessed for impairment whenever there is an indication that the intangible 
asset may be impaired. Amortisation periods and methods for intangible assets with finite useful lives are reviewed at 
least at each financial year-end. 
 
Debt securities issued 
 
Debt securities issued are performed by deposit certificates issued by the Bank for its clients. They are recorded in 
accordance with the same principles as amounts due to credit institutions and amounts due to customers. 
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3. Summary of accounting policies (continued) 
 
Provisions 
 
Provisions are recognized when the Bank has a present legal or constructive obligation as a result of past events, and 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the amount of obligation can be made. 
 
Retirement and other employee benefit obligations   
 
The Bank does not have any pension arrangements separate from the State pension system of the Republic of 
Belarus, which requires current contributions by the employer calculated as a percentage of current gross salary 
payments; such expense is charged in the period the related salaries are earned. In addition, the Bank has no 
significant post-retirement benefits. 
 
Share capital 
 
Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on a 
business combination, are shown as a deduction from the proceeds in equity. Share capital is measured at restated 
cost.  
 
Contingencies 
 
Contingent liabilities are not recognised in the consolidated balance sheet but are disclosed unless the possibility of 
any outflow in settlement is remote. A contingent asset is not recognised in the consolidated balance sheet but 
disclosed when an inflow of economic benefits is probable. 
 
Recognition of income and expenses 
 
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Bank and the revenue 
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised: 
 
Interest and similar income and expense 
 
For all financial instruments measured at amortised cost and interest bearing securities classified as trading or 
available-for-sale, interest income or expense is recorded at the effective interest rate, which is the rate that exactly 
discounts estimated future cash payments or receipts through the expected life of the financial instrument or a shorter 
period, where appropriate, to the net carrying amount of the financial asset or financial liability. The calculation takes 
into account all contractual terms of the financial instrument (for example, prepayment options) and includes any fees 
or incremental costs that are directly attributable to the instrument and are an integral part of the effective interest rate, 
but not future credit losses. The carrying amount of the financial asset or financial liability is adjusted if the Bank revises 
its estimates of payments or receipts. The adjusted carrying amount is calculated based on the original effective 
interest rate and the change in carrying amount is recorded as interest income or expense. 
 
Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an 
impairment loss, interest income continues to be recognised using the original effective interest rate applied to the new 
carrying amount. 
 
Fee and commission income 
 
The Bank earns fee and commission income from a diverse range of services it provides to its customers. Fee income 
can be divided into the following two categories: 
 
- Fee income earned from services that are provided over a certain period of time 
 
Fees earned for the provision of services over a period of time are accrued over that period. These fees include 
commission income and asset management, custody and other management and advisory fees. Loan commitment 
fees for loans that are likely to be drawn down and other credit related fees are deferred (together with any incremental 
costs) and recognised as an adjustment to the effective interest rate on the loan. 
      
- Fee income from providing transaction services 
 
Fees arising from negotiating or participating in the negotiation of a transaction for a third party – such as the 
arrangement of the acquisition of shares or other securities or the purchase or sale of businesses – are recognised on 
completion of the underlying transaction. Fees or components of fees that are linked to a certain performance are 
recognised after fulfilling the corresponding criteria. 
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3. Summary of accounting policies (continued) 
 
Foreign currency translation 
 
The consolidated financial statements are presented in Belarusian Roubles, which is the Bank’s functional and 
presentation currency. Transactions in foreign currencies are initially recorded in the functional currency, converted at 
the rate of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign 
currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date. Gains and 
losses resulting from the translation of foreign currency transactions are recognised in the consolidated income 
statement as gains less losses from foreign currencies - translation differences. Non-monetary items that are measured 
in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial 
transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates 
at the date when the fair value was determined. 
 
Differences between the contractual exchange rate of a transaction in a foreign currency and the National Bank 
exchange rate on the date of the transaction are included in gains less losses from dealing in foreign currencies. The 
official NBRB exchange rates at 31 December 2008 and 31 December 2007, were 2,200 Rubles and 2,150 Rubles to 1 
USD, respectively. 
 
Future changes in accounting policies 
 
Standards and interpretations issued but not yet effective 
 
Improvements to IFRS  
In May 2008, the IASB issued amendments to IFRS, which resulted from the IASB’s annual improvements project.  
They comprise amendments that result in accounting changes for presentation, recognition or measurement purposes 
as well as terminology or editorial amendments related to a variety of individual IFRS standards.  Most of the 
amendments are effective for annual periods beginning on or after 1 January 2009, with earlier application permitted.  
The Bank is currently evaluating the potential impact that the adoption of the amendments will have on its consolidated 
financial statements. 
 
IAS 1 Presentation of Financial Statements (Revised)  
A revised IAS 1 was issued in September 2007, and becomes effective for annual periods beginning on or after 
1 January 2009.  This revised Standard separates owner and non-owner changes in equity.  The statement of changes 
in equity will include only details of transactions with owners, with non-owner changes in equity presented as a single 
line.  In addition, the Standard introduces the statement of comprehensive income: it presents all items of recognised 
income and expense, either in one single statement, or in two linked statements.  The Bank is still evaluating whether it 
will have one or two statements. 
 
IAS 23 “Borrowing Costs” (Revised) 
A revised IAS 23 Borrowing costs was issued in March 2007, and becomes effective for financial years beginning on or 
after 1 January 2009.  The standard has been revised to require capitalisation of borrowing costs when such costs 
relate to a qualifying asset.  A qualifying asset is an asset that necessarily takes a substantial period of time to get 
ready for its intended use or sale.  In accordance with the transitional requirements in the Standard, the Bank will adopt 
this as a prospective change.  Accordingly, borrowing costs will be capitalised on qualifying assets with a 
commencement date after 1 January 2009.  No changes will be made for borrowing costs incurred to this date that 
have been expensed. 
 
Amendments to IAS 32 “Financial Instruments: Presentation” and IAS 1 “Presentation of Financial Statements” – 
Puttable Financial Instruments and Obligations Arising on Liquidation 
These amendments were issued in February 2008, and become effective for annual periods beginning on or after 
1 January 2009.  The amendments require puttable instruments that represent a residual interest in an entity to be 
classified as equity, provided they satisfy certain conditions.  These amendments will have no impact on the Bank. 
   
Amendment to IAS 39 “Financial Instruments: recognition and measurement” – Eligible Hedged Items. 
The amendment to IAS 39 was issued in August 2008, and becomes effective for annual periods beginning on or after 
1 July 2009.  The amendment addresses the designation of a one-sided risk in a hedged item, and designation of 
inflation as a hedged risk or portion in particular situations.  It clarifies that an entity is permitted to designate a portion 
of the fair value changes or cash flow variability of a financial instrument as hedged item.  Management does not 
expect the amendment to IAS 39 to affect the Bank’s financial statements as the Bank has not entered into any such 
hedges. 
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3. Summary of accounting policies (continued) 
 
Future changes in accounting policies (continued) 
 
Amendments to IFRS 1 “First-time Adoption of IFRSs” and IAS 27 “Consolidated and Separate Financial Statements” – 
Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate 
These amendments were issued in May 2008, and become effective for annual periods beginning on or after 1 January 
2009.  The revision to IAS 27 will have to be applied prospectively.  The amendments to IFRS 1 allow an entity to 
determine the cost of investments in a subsidiary, jointly controlled entity or associate in its opening IFRS financial 
statements in accordance with IAS 27 or using a deemed cost.  The amendment to IAS 27 requires all dividends from a 
subsidiary, jointly controlled entity or associate to be recognized in the income statement in the separate financial 
statements.  The new requirements affect only the parent’s separate financial statements and do not have an impact on 
the consolidated financial statements. 
 
IFRS 3 “Business Combinations” (revised in January 2008) and IAS 27 “Consolidated and Separate Financial 
Statements” (revised in January 2008).   
The revised standards were issued in January 2008 and become effective for financial years beginning on or after 
1 July 2009.  Revised IFRS 3 introduces a number of changes in the accounting for business combinations that will 
impact the amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future 
reported results.  Revised IAS 27 requires that a change in the ownership interest of a subsidiary is accounted for as 
an equity transaction.  Therefore, such a change will have no impact on goodwill, nor will it give raise to a gain or loss.  
Furthermore, the revised standard changes the accounting for losses incurred by the subsidiary as well as the loss of 
control of a subsidiary.  The changes introduced by the revised Standards must be applied prospectively and will affect 
only future acquisitions and transactions with minority interests. 
 
 


4. Significant accounting judgments and estimates  
 
Estimation uncertainty 
 
In the process of applying the Bank's accounting policies, management has used its judgments and made estimates in 
determining the amounts recognised in the financial statements.  The most significant use of judgments and estimates 
are as follows: 
 
Allowance for loan impairment  
 
The Bank regularly reviews its loans and receivables to assess impairment. The Bank uses its experienced judgment to 
estimate the amount of any impairment loss in cases where a borrower is in financial difficulties and there are few 
available sources of historical data relating to similar borrowers. Similarly, the Bank estimates changes in future cash 
flows based on the observable data indicating that there has been an adverse change in the payment status of 
borrowers in a group, or national or local economic conditions that correlate with defaults on assets in the group. 
Management uses estimates based on historical loss experience for assets with credit risk characteristics and objective 
evidence of impairment similar to those in the group of loans and receivables. The Bank uses its experienced judgment 
to adjust observable data for a group of loans or receivables to reflect current circumstances.  
 
 


5. Cash and cash equivalents 
 
Cash and cash equivalents comprise: 
 
 2008 2007 


Cash on hand  3,322 2,576 
Current accounts with the NBRB 3,899 781 
Current accounts with other credit institutions 25,800 2,019 
Time deposits with credit institutions up to 90 days 9,435 25,583 
Reverse repurchase agreements with credit institutions up to 90 days - 3,306 


Cash and cash equivalents 42,456 34,265 
 
As of 31 December 2008, the Bank had a concentration of current accounts in the amount of BYR 17,815 million 
placed with two internationally recognized OECD banks (2007: BYR 827 million with three banks). Current accounts 
and deposits placed in local banks amounted to BYR 5,290 million (2007: 25,529 million). 
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6. Amounts due from the National Bank of the Republic of Belarus 
 
As at 31 December 2008 and 2007, amounts due from the NBRB were represented by obligatory reserve with the 
National Bank of the Republic of Belarus.  
 
Credit institutions are required to maintain an interest earning cash deposit (obligatory reserve) with the NBRB, the 
amount of which depends on the level of customer funds attracted by the credit institution. The Bank’s ability to 
withdraw this deposit is significantly restricted by statutory legislation. 
 
 


7. Amounts due from credit institutions 
 
As of 31 December 2008, inter-bank time deposits and loans include BYR 2,555 million (2007: nil) placed with an 
OECD bank for a period of more than 90 days from the date of origination. 
 
 


8. Loans to customers  
 
Loans to customers comprise: 
 
 2008 2007 
Corporate lending 93,593 66,225 
Entrepreneurs lending 2,820 4,356 
Consumer lending 83,894 59,113 
Gross loans to customers 180,307 129,694 
Less – Allowance for impairment (2,604) (2,499) 


Loans to customers 177,703 127,195 
 
As of 31 December 2008, the Bank had a concentration of loans represented by BYR 54,500 million due from the ten 
largest third party borrowers (30% of gross loan portfolio) (2007: BYR 37,193 million or 29%). An allowance of BYR 
701 million (2007: BYR 1,330 million) was recognised against these loans. 
 
Loans have been extended to the following types of customers: 
 


 2008 2007 
Private companies 93,593 66,225 
Entrepreneurs 2,820 4,356 
Individuals 83,894 59,113 


 180,307 129,694 
 
Loans are made principally within Belarus in the following industry sectors: 
 


 2008 2007 
Individuals 83,894 59,113 
Trading enterprises 52,163 57,740 
Manufacturing 24,091 5,434 
Real estate business 11,353 369 
Entrepreneurs 2,820 4,356 
Transport 2,810 2,327 
Agriculture and food processing - 298 
Other 3,176 57 
 180,307 129,694 
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8.  Loans to customers (continued) 
 
A reconciliation of the allowance for impairment of loans to customers by class is as follows: 
 
 


Corporate lending 
2008 


Entrepreneurs 
lending  


2008 


Consumer 
lending 


2008 
Total 
2008 


At 1 January 2008 2,354 71 74 2,499 
Charge/(release) for the year (463) 28 540 105 
     


At 31 December 2008 1,891 99 614 2,604 
     
Individual impairment 912 94 456 1,462 
Collective impairment 979 5 158 1,142 
     
 1,891 99 614 2,604 
     
Gross amount of loans, 
individually determined to be 
impaired, before deducting 
any individually assessed 
impairment allowance 5,222 148 735 6,105 
 
 
 


Corporate lending 
2007 


Entrepreneurs 
lending  


2007 


Consumer 
lending 


2007 
Total 
2007 


At 1 January 2007 1,094 67 480 1,641 
Charge/(release) for the year 1,258 4 (406) 856 
Recovery 2 - - 2 
     


At 31 December 2007 2,354 71 74 2,499 
     
Individual impairment 978 68 27 1,073 
Collective impairment 1,376 3 47 1,426 
     
 2,354 71 74 2,499 
     
Gross amount of loans, 
individually determined to be 
impaired, before deducting 
any individually assessed 
impairment allowance 3,491 74 103 3,668 
 
Individually impaired loans 
 
Interest income accrued on loans, for which individual impairment allowances have been recognised, as at 
31 December 2008, comprised BYR 41 million (2007: BYR 11 million). 
 
The fair value of collateral that the Bank holds relating to loans individually determined to be impaired at 31 December 
2008 amounts to BYR 3,915 million (2007: BYR 403  million). In accordance with the Belarusian legislation, the loan 
may be written off through the use of the allowance account, when and only when one year period has passed since it 
was designated as “loss” loans (the 5th risk group under the requirements of the NBRB regulations) upon the decision 
of the Credit Committee, which was approved by the Supervisory Board. 
 
Collateral and other credit enhancements  
 
The amount and type of collateral required depends on an assessment of the credit risk of the counterparty. Guidelines 
are implemented regarding the acceptability of types of collateral and valuation parameters. 
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8.  Loans to customers (continued) 
 
Collateral and other credit enhancements(continued) 
 
The main types of collateral obtained are as follows: 
 


- For corporate lending charges over real estate properties, equipment, inventory and trade 
receivables, property rights, cash deposits and guarantees. 


- For entrepreneurs and consumer lending charges over vehicles and guarantees. 
 
Collateral division monitors the market value of collateral, requests additional collateral in accordance with the 
underlying agreement, and monitors the market value of collateral obtained during its review of the adequacy of the 
allowance for loan impairment. 
 
Included in corporate lending portfolio are finance lease receivables. The analysis of finance lease receivables at 
31 December 2008 is as follows: 
 


 2008 2007 
Gross investment in finance leases, receivable:   
Not later than 1 year 6,411 3,493 
Later than 1 year and not later than 5 years 7,755 4,157 
 14,166 7,650 
Unearned future finance income on finance leases (3,069) (1,304) 


Net investment in finance leases 11,097 6,346 
 
 
 


9. Investment securities 
 
Available-for-sale securities comprise: 
 
 2008 2007 
Belarusian government securities (GKO) 18,241 11,218 
Investments in LLC “Agrodelo” 2 2 
Investments in LLC “Astanainvest” 1 - 
Investment securities available-for-sale 18,244 11,220 
 
As of 31 December 2008, Belarusian government securities in the amount of BYR 13,009 million were pledged under 
two inter-bank loans received from one local bank. 
 
As of 31 December 2008, the Bank owns 10% of share capital of LLC “Agrodelo” and 18% of share capital of LLC 
“AstanaInvest”. 
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10. Property and equipment 
 
The movements in property and equipment were as follows: 
 


 Buildings 
Furniture 


and fixtures 


Computers 
and office 
equipment 


Motor 
 vehicles 


Assets 
under 


construction Total 


Cost        
31 December 2007 4,380 888 966 222 523 6,979 
Additions 97 492 417 367 84 1,457 
Disposals - (85) - (100) (69) (254) 
Transfers 375 113 26 - (514) - 
31 December 2008 4,852 1,408 1,409 489 24 8,182 
       
Accumulated depreciation        
31 December 2007 176 252 562 149  1,139 
Depreciation charge 143 118 164 48  473 
Disposals - (16) - (76)  (92) 
31 December 2008 319 354 726 121  1,520 
       
Net book value:       
31 December 2007 4,204 636 404 73 523 5,840 


31 December 2008 4,533 1,054 683 368 24 6,662 
 
 


 Buildings 
Furniture 


and fixtures 


Computers 
and office 
equipment 


Motor 
vehicles 


Assets 
under 


construction Total 


Cost       
31 December 2006 4,307  621 744 222 - 5,894 
Additions 73 267 222 - 523 1,085 
31 December 2007 4,380 888 966 222 523 6,979 
       
Accumulated depreciation        
31 December 2006 129 180 397 120  826 
Depreciation charge 47 72 165 29  313 
31 December 2007 176 252 562 149  1,139 
       
Net book value:       
31 December 2006 4,178 441 347 102 - 5,068 


31 December 2007 4,204 636 404 73 523 5,840 
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11. Intangible assets 
 
The movements in intangible assets were as follows: 
 


 Licences 
Computer 
software Total 


Cost     
31 December 2007 119 - 119 
Additions 75 150 225 
Disposals (6) (24) (30) 
31 December 2008 188 126 314 
    
Accumulated amortization    
31 December 2007 107 - 107 
Amortisation charge 27 94 121 
Disposals (5) (24) (29) 
31 December 2008 129 70 199 
    
Net book value:    
31 December 2007 12 - 12 


31 December 2008 59 56 115 
 
 


 Licences 


Cost   
31 December 2006 114 
Additions 5 
31 December 2007 119 
  
Accumulated amortization   
31 December 2006 97 
Amortisation charge 10 
31 December 2007 107 
  
Net book value:  
31 December 2006 17 


31 December 2007 12 
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12. Taxation 
 
Belarusian legal entities must file individual tax declarations. The income tax rate for banks other than on state 
securities gains was 24% for 2008 for state tax and 3% for local tax (2007: 24% and 3%, respectively). Therefore, the 
combined income tax rate was 26.28% in 2008 and 2007. The income tax rate for companies other than financial 
institutions was 24% for 2008 and 2007. The tax rate for income on securities is 40%. 
 
The effective income tax rate differs from the statutory income tax rates. A reconciliation of the income tax expense 
based on statutory rates with actual is as follows: 
 


 2008 2007 
Profit before income tax expense 4,833 4,661 
Statutory tax rate 26.28% 26.28% 
   Theoretical income tax expense at the statutory rate 1,270 1,225  
State securities non-taxable income (349) (36) 
Capital investments non-taxable income (254) - 
Non-deductible expenditures:   


- salaries and related expenses 467 231 
- transport expenses 18 10 
- business trip costs 12 4 
- representation expenses 11 21 
- audit expenses - 5 
- taxes other than income tax 10 4 
- depreciation and amortization 1 1 
- other 50 34 


Change in unrecognised deferred tax assets  (385) (11) 


Income tax expense 851 1,488 
 
Deferred tax assets and liabilities as of 31 December comprise: 
 


 2008 2007 
Tax effect of deductible temporary differences   
Allowance for impairment of loans to customers 302 618 
Property and equipment 11 3 
Other assets 95 66 
Effective interest rate adjustment on loans to customers 147 135 
Amounts due to customers 75 65 
Other liabilities and provisions 163 66 
Deferred tax asset, gross 793 953 
Unrecognised deferred tax asset (27) (412) 
Deferred tax asset 766 541 
   
Tax effect of taxable temporary differences   
Amounts due from credit institutions 25 7 
Property and equipment 46 38 
Other assets 17 53 
Amounts due to customers 114 56 
Accrued interest income  545 387 
Other impairment expenses and provisions 19 - 
Deferred tax liability 766 541 
Deferred tax liability, net - - 
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13. Other impairment and provisions 
 
The movements in other impairment allowances and provisions were as follows:  
 


 Other assets 
Guarantees 


and commitments Total 
31 December 2006 - 232 232 
Charge (reversal) 6 (232) (226) 
31 December 2007 6 - 6 
Charge  4 - 4 


31 December 2008 10 - 10 
 
Allowance for impairment of assets is deducted from the carrying amounts of the related assets. Provisions for 
guarantees and commitments are recorded in liabilities.  
 
 


14. Other assets and liabilities 
 
Other assets comprise: 
 2008 2007 


Prepaid taxes other than income tax 406 669 


Prepayments 356 342 
Materials and inventory  149 131 
Other settlements 98 83 
Derivative financial asset on forward deals 66 56 
Other - 7 
 1,075 1,288 
Less – Allowance for impairment of other assets (Note 13) (10) (6) 


Other assets 1,065 1,282 
 
Other liabilities comprise: 


 2008 2007 
Settlements with employees 424 219 
Other settlements 493 125 


   Derivative financial liability on swap deals 324 - 
Fair value of guarantee contracts 153 21 
Tax liabilities other than income tax 95                43 
Accrued expenses 52 52 
Derivative financial liability on forward deals - 19 
Settlements with shareholders - 3,346 
Other - 13 


Other liabilities 1,541 3,838 
 
Settlements with shareholders in the amount of BYR 3,346 million as of 31 December 2007 represent unregistered 
contribution to the charter capital that was deposited by the Bank to the special account in a local bank according to the 
NBRB requirements.  
 
 


15. Amounts due to credit institutions 
 
Amounts due to credit institutions comprise: 
 
 2008 2007 


Current accounts 452 22 
Time deposits and loans 108,771 74,004 


Amounts due to credit institutions 109,223 74,026 
 
As of 31 December 2008, the Bank had a concentration of time deposits and loans received from the parent bank in 
the amount of BYR 80,887 million (2007: BYR 48,656 million). Time deposits and loans received from local banks 
amounted to BYR 16,794 million and are due to two local banks (2007: BYR 5,966 million due to two local banks). 
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16. Amounts due to customers 
 
The amounts due to customers include the following: 
 2008 2007 


Current accounts 35,229 11,112 
Time deposits 64,066 60,857 


Amounts due to customers 99,295 71,969 
   
Held as security against letters of credit 503 15,219 
Held as security against guarantees 7,086 8,424 
 
As at 31 December 2008, amounts due to customers of BYR 62,926 million (63%) are due to the ten largest third party 
customers (2007: BYR 62,925 million (87%)). 
 
Included in time deposits are deposits of individuals in the amount of BYR 16,091 million (2007: nil). In April 2008, the 
Bank obtained a licence for current accounts opening and attraction of deposits from individuals. In accordance with 
the Belarusian Banking Code, the Bank is obliged to repay such deposits upon demand of a depositor introduced 
before 5 days of the expected withdrawal. 
 
Amounts due to customers include accounts with the following types of customers: 
 
 2008 2007 
Private enterprises 83,204 71,969 
Individuals 16,091 - 


Amounts due to customers 99,295 71,969 
 
An analysis of customer accounts by economic sector is as follows: 
 
 2008 2007 
Individuals 16,091 - 
Transport and communication 33,218 34,693 
Trade 23,624 34,631 
Manufacturing 15,873 976 
Insurance  3,870 1,274 
Real estate constructions 508 116 
Other 6,111 279 


Amounts due to customers 99,295 71,969 
 
 


17. Subordinated debt 
 
As at 31 December 2008, the Bank has two subordinated loans from JSC “BTA Bank” (the Republic of Kazakhstan), 
nominated in US dollars: 
 


Counteragent’s name Interest rate Maturity 2007 2007 
JSC “BTA Bank” 9.25% 17 March 2010 4,430 4,300 
JSC “BTA Bank” 9% 14 November 2012 4,430 4,300 


  Subordinated debt   8,860 8,600 


 
 


18. Debt securities issued 
 
As of 31 December 2008, the Bank had issued deposit certificates having an aggregate nominal value of BYR 385 
million (2007: nil) maturing in January 2009. Securities are nominated in BYR and bear annual interest rates ranging 
from 16% to 18% p.a.  
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19. Equity  
 
Movements in shares outstanding, issued and fully paid were as follows: 
 


 
Number of 


shares 
Nominal 
amount  


Inflation 
adjustment Total 


31 December 2006 100 14,550 2,675 17,225 


Increase in share nominal amount - 1,390 - 1,390 


31 December 2007 100 15,940 2,675 18,615 


Increase in share nominal amount  41 6,535 - 6,535 


31 December 2008 141 22,475 2,675 25,150 
 
The number of authorised ordinary shares is 141 (2007: 100), with a nominal value per share of BYR 159.4 million 
(2007: BYR 159.4 million).  
 
The share capital of the Bank was contributed by the shareholders in Belarusian Roubles and they are entitled to 
dividends and any capital distribution in Belarusian Roubles. 
 
On 14 January 2008, the shareholders of the Bank approved an issue of 41 ordinary shares. The total consideration 
received for these shares was comprised of cash for the total amount of BYR 6,535 million.  
 
In accordance with Belarusian legislation, dividends may only be declared to the shareholders of the Bank from 
accumulated undistributed and unreserved earnings as shown in the Bank’s financial statements prepared in 
accordance with BAS. The Bank had approximately BYR 9,938 million of undistributed and unreserved earnings as at 
31 December 2008 (2007: BYR 7,405 million). In addition, the Bank’s share in the loss of its subsidiary was 
approximately BYR 13 million as at 31 December 2008 (2007: BYR 73 million profit). 
 
 


20. Commitments and contingencies 
 
Operating environment 
 
As an emerging market, Belarus does not possess the well-developed business and regulatory infrastructure that 
would generally exist in a more mature market economy. Whilst there have been improvements in the Belarusian 
economic situation, such as an increase in gross domestic product and a reduced rate of inflation, Belarus continues 
economic reforms and development of its legal, tax and regulatory frameworks as required by a market economy. The 
future stability of the Belarusian economy is largely dependent upon these reforms and developments and the 
effectiveness of economic, financial and monetary measures undertaken by the government. 
 
The Belarusian economy is vulnerable to market downturns and economic slowdowns elsewhere in the world.  The 
ongoing global financial crisis has resulted in considerable instability in global capital markets, a significant 
deterioration in the liquidity of banks, and much tighter credit conditions where credit is available.  Whilst the Belarusian 
Government has introduced a range of various stabilisation measures aimed at providing liquidity for Belarusian banks 
and increasing depositors’ confidence in the banking sector, there continues to be uncertainty regarding access to 
capital and cost of capital for the Bank and its counterparties. These factors could affect the Bank’s financial position, 
results of operations and business prospects. 
 
Also, the borrowers of the Bank may have been affected by the deterioration in their own liquidity, which could in turn 
impact their ability to repay the amounts due to the Bank.  Due to the fall in market values of real estate and other 
assets, the Bank may face the consequences of a decrease in the fair value of assets pledged as collateral against 
loans extended by the Bank both to companies and individuals. To the extent that information is available, the Bank 
has reflected revised estimates of expected future cash flows in its impairment assessment. 
 
While management believes it is taking appropriate measures to support the sustainability of the Bank’s business in the 
current circumstances, unexpected further deterioration in the areas described above could negatively affect the Bank’s 
results and financial position in a manner not currently determinable.   
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20.  Commitments and contingencies (continued) 
 
Credit crisis and regulative measures 
 
The impact of the global financial crisis on the economy of Belarus and banking sector was initially stated by the 
Government to be minimal.  Large external loans (USD 2 billion from Russian Federation and USD 2.5 billion from the 
International Monetary Fund) were expected to cushion the impact of the global financial crisis on Belarus as 
international reserves remained low and monetary policy has been strongly influenced by a fixed exchange rate 
regime.  In the context of a much less forgiving external environment and a slowdown in the Russian Federation and 
other main trading partners where the demand for Belarusian exports fell sharply in the last quarter of 2008, the 
financial system has become particularly vulnerable to credit and liquidity risks.  Measures taken by the authorities in 
October – November 2008, particularly the adoption of a blanket guarantee on household deposits in early November 
2008 applicable for all banks, have helped to maintain systemic stability in the banking sector and prevent a potential 
run on deposits. 
 
The National Bank of the Republic of Belarus has attempted to circumvent the refusal of local banks to finance each 
other by acting as the intermediary for both counterparties on the inter-bank market.  As a result of these and a number 
of other measures, the signs of the global financial crisis only became apparent in the banking sector of Belarus in 
November—December 2008.  Many banks significantly reduced granting long-term loans, reduced the amount of loans 
extended under each application, increased interest rates, limited the provision of loans in foreign currencies; 
individuals in turn converted most of their Belarusian rouble denominated deposits into foreign currencies, sold or spent 
their Belarusian roubles thus creating an excessive demand for foreign currency.  As a consequence of these and other 
macro-economic factors, and at the request of the IMF, the NBRB devalued the Belarusian rouble by 20% on 1 
January 2009.   
 
The Bank is likely to be affected, for the foreseeable future, by these risks and their consequences.  As a result, there 
are significant uncertainties that may affect future operations, the recoverability of the Bank’s assets, and the ability of 
the Bank to maintain or pay its debts as they mature.  In particular, the Bank’s operations and the financial position of 
bank borrowers and customers are likely to be affected by a lack of liquidity in the banking sector, relatively high 
inflation and continuous depreciation of the Belarusian rouble.  The factors such as investors’ trust and depositors’ 
confidence have a direct influence on the banking sector and may lead to a withdrawal of deposits in local currency.  
Higher interest rates and lower lending facilities create significant problems for small and secondary market 
participants, as well as for banks having high levels of liabilities with short term maturity.     
 
Management believes that the negative impact of these factors will be mitigated by a number of actions undertaken by 
the Bank’s management which are aimed at stabilising the Bank’s liquidity, together with certain economic policies and 
regulative measures taken by the National Bank and by the Government. 
 
Legal 
 
In the ordinary course of business, the Bank is subject to legal actions and complaints. Management believes that the 
ultimate liability, if any, arising from such actions or complaints will not have a material adverse effect on the financial 
condition or the results of future operations of the Bank. 
 
Taxation 
 
Belarusian legislation and regulations regarding taxation and other operational matters, including currency exchange 
control and custom regulations, continue to evolve.  Legislation and regulations are not always clearly written and are 
subject to varying interpretations by local, regional and national authorities, and other Governmental bodies.  Instances 
of inconsistent interpretations are not unusual.  At the same time there is a risk that transactions and interpretations 
that have not been challenged in the past may be challenged by the authorities in the future.  Fiscal periods remain 
open to review by the authorities in respect of taxes for an indefinite period.  These facts create tax risks in Belarus 
substantially more significant than typically found in countries with more developed tax systems, although this risk 
diminishes with the passage of time.  It is not practical to determine the amount of unasserted claims, if any, that may 
arise or the likelihood of any unfavourable outcome. 
 
As at 31 December 2008, management believes that its interpretation of the relevant legislation is appropriate and that 
the Bank’s tax, currency and customs positions will be sustained. 
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20.  Commitments and contingencies (continued) 
 
As of 31 December, the Bank’s commitments and contingencies comprised the following: 
 


 2008 2007 
Credit related commitments   
Letters of credit 34,226 35,899 
Guarantees 10,067 9,982 
Undrawn loan commitments 9,918 2,978 
 54,211 48,859 
Operating lease commitments   
Not later than 1 year 1,788 1,297 
Later than 1 year but not later than 5 years 5,023 3,193 
 6,811 4,490 
Commitments and contingencies  61,022 53,349 
   
Less – Cash held as security against letters of credit and guarantees  (7,589) (23,643) 


Commitments and contingencies 53,433 29,706 
 
 


21. Net fee and commission income 
 
Net fee and commission income comprises:  
 


 2008 2007 
Operations with customers 4,163 2,095 
Currency conversion operations 286 59 
Commission on transactions with banks 26 9 
Other 6 2 
Fee and commission income 4,481 2,165 
   
Documentary transactions (2,486) (645) 
Transactions with banks (205) (170) 
Currency conversion operations (73) (52) 
Securities operations (23) (12) 
Other (26) (11) 
Fee and commission expense (2,813) (890) 
Net fee and commission income 1,668 1,275 


 
 


22. Other income 
 
 2008 2007 
Fines and penalties received 343 69 
Lease income 25 301 
Gain on initial recognition of financial instruments - 214 
Other 57 86 
Total other income 425 670 
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23. Personnel and other operating expenses 
 
Personnel and other operating expenses comprise:  
 
 2008 2007 


Salaries and bonuses 6,058 3,179 
Social security costs 1,860 1,007 


Personnel expenses 7,918 4,186 
   
Occupancy and rent 2,571 674 
Marketing and advertising 1,065 274 
Communications 636 385 
Office supplies 335 300 
Legal and consultancy 236 201 
Software expenses 218 113 
Business travel and related expenses 153 131 
Security  133 51 
Other staff costs 72 232 
Transportation expenses 60 75 
Loss on disposal of property and equipment 45 - 
Other 466 405 


Other operating expenses 5,990 2,841 
 
 


24. Discontinued operations 
 
On 23 July 2008, the Bank’s subsidiary - “AstanaInvest” was reorganized into limited liability company due to a change in 
owners. The Bank’s share in this company was reduced from 100% to 48.94% upon the change in owners. Since that 
date the subsidiary is not consolidated to the financial statements of the Bank. On 11 August 2008, the Bank sold a 
further 30.94% of its share in “AstanaInvest” to a third party and at year-end owned 18% of share capital (Note 9). From 
this date this entity was no longer consolidated as a subsidiary.   
 
Results from discontinued operations for the years 2008 and 2007 were as follows: 
 


 2008 2007 
Revenue 21 257 
Operating expenses (34) (158) 
Operating profit (13) 99 
   
Finance income - 18 
Finance expenses - (18) 
Profit before taxation  (13) 99 
   
Income tax - (23) 
Other taxes and charges - (2) 
Other payments and expenses  - (1) 
   


Net (loss)/ profit (13) 73 
 


 
25. Risk management 


 
Introduction 
 
Risk is inherent in the Bank’s activities but it is managed through a process of ongoing identification, measurement and 
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Bank’s continuing 
profitability and each individual within the Bank is accountable for the risk exposures relating to his or her 
responsibilities. The Bank is exposed to credit risk, liquidity risk and market risk, the latter being subdivided into trading 
and non-trading risks. It is also subject to operating risks. 
 
The independent risk control process does not include business risks such as changes in the environment, technology 
and industry. They are monitored through the Bank’s strategic planning process. 
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25.  Risk management (continued) 
 
Introduction (continued) 
 
Risk management structure 
 
The responsibility for approval of strategy and principles of risk management, design of effective system of risk 
management and internal controls lies within the Supervisory Board. The Audit and Risk Committee was created to 
assist the Supervisory Board in executing this function. There are also separate independent bodies responsible for 
managing and monitoring risks. 
 
Audit and Risk Committee 
 
The Audit and Risk Committee is responsible for monitoring and controlling the effectiveness of risk management 
system, developing recommendations for organizing the system of analysing and assessing the level of risk, improving 
the risk management system. 
 
Management Board 
 
The Management Board has the responsibility for the development of the risk management strategy and policies, 
implementing principles, frameworks, policies and limits. The Management Board is responsible for the fundamental 
risk issues and manages and monitors relevant risk decisions. 
 
Credit Committee 
 
The Committee is responsible for implementation and improvement of Credit policy of the Bank, approval of decisions 
on loan projects and definition of their parameters. The Committee assesses the quality of cumulative claims of the 
Bank in respect to the assets subject to credit risk. 
 
Assets and Liabilities Management Committee  
 
The Committee is responsible for determining the policy of effective management of assets and liabilities, allowing to 
maximize profits while minimizing the risks and following prudential ratios and statutory acts. The Committee performs 
complex financial risk management, coordinates the activities of the Bank’s branches in the field of risk management in 
order to reach the optimal balance of risks and profitability.  
 
Risk Department 
 
The Risk Department is responsible for developing the methods of risk identification, analysis and measurement, 
developing, realizing and controlling adherence to limits policy, implementing and performing risk management 
procedures. These activities are performed in order to ensure independent control process. The Risk Department is 
responsible for monitoring compliance with risk principles, policies and limits, across the Bank. This department also 
presents reports on risk levels to the Management Board of the Bank. 
 
Internal Audit 
 
Risk management processes throughout the Bank are audited annually by the Department of Internal Audit that 
examines both the adequacy of the procedures and the Bank’s compliance with the procedures, submits proposals on 
improvement of the risk management system and internal controls. The Department of Internal Audit presents the 
results of all assessments to the Management Board of the Bank, and reports its findings and recommendations to the 
Audit and Risk Committee. 
 
Risk measurement and reporting systems 
 
The Bank’s risks are measured using scenario methods which allow assessing the level of risk in various case 
scenarios.  
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25.  Risk management (continued) 
 
Introduction (continued) 
 
Monitoring and controlling risks are primarily performed based on limits established by the Bank. These limits reflect 
the business strategy and market environment of the Bank as well as the level of risk that the Bank is willing to accept. 
In addition the Bank monitors and measures the overall risk bearing capacity while performing calculations of capital 
adequacy. 
 
Information compiled from all the businesses is examined and processed in order to analyse, control and identify early 
risks. This information is presented and explained to the Audit and Risk Committee, the Management Board, the 
Assets and Liabilities Management Committee, the Credit Committee. The reports include aggregate credit exposure, 
liquidity ratios, levels of operational, interest rate and currency risk, and risk profile changes. The appropriateness of 
the allowance for credit losses is assessed on a monthly basis. Once a quarter the Supervisory Board (Audit and Risk 
Committee) receives a comprehensive report on credit portfolio and financial position of the Bank that provides all the 
necessary information to assess and conclude on the risks of the Bank. 
 
Risk mitigation 
 
As part of its overall risk management, the Bank uses the system of measures and limits stipulated by the local 
statutory acts to manage exposures resulting from changes in interest rates, foreign currencies, credit risks, and 
exposures arising from forecast transactions. 
 
The Bank actively uses collateral to reduce its credit risks (see above for more detail). 
 
Excessive risk concentration 
 
Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the 
same geographic region, or have similar economic features that would cause their ability to meet contractual 
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate the 
relative sensitivity of the Bank’s performance to developments affecting a particular industry or geographical location. 
 
In order to avoid excessive concentrations of risks, the Bank’s policies and procedures include specific guidelines to 
focus on maintaining a diversified portfolio. Identified concentrations of credit risks are controlled and managed 
accordingly. 
 
Credit risk  
 
Credit risk is the risk that the Bank will incur a loss because its customers, clients or counterparties failed to discharge 
their contractual obligations. 
 
Main stages of risk management: 
-  identification of risks; 
-  risk measurement – quantitative description of identified risks (probability and amount of possible losses); 
-  choice of risk management methods while assessing their comparative effectiveness; 
-  decision-making and direct impact on the risk; 
-  monitoring of the accepted credit risk and control over the procedures being used. 
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25.  Risk management (continued) 
 
Credit risk (continued) 
  
Credit risk control in relation to borrowers (other than banks acting as counterparties to the Bank) includes the 
following: 
- monitoring of issued credit instruments by the corresponding structural units of the Bank; 
- classification of assets and contingent liabilities, and creation of special allowances for covering possible 
losses in relation to assets and contingent liabilities;  
- for the purpose of controlling the overall compliance with the credit portfolio parameters set in the Credit Policy 
and other documents of the Bank regulating credit activities, the Risk Department analyses credit portfolio on a monthly 
basis. The results of this analysis are reported to the Bank’s Credit Committee, the Management Board and the 
Supervisory Board.  
 
Control of the accepted credit risk level in relation to amounts placed within banks acting as counteragents to the Bank 
includes the following: 
- analysis of negative financial and non-financial information while applying previously set limits (performed by 
the Risk Department); 
- routine and subsequent control over compliance with the set limits (sublimits) for banks acting as 
counterparties to the Bank by executive units – units directly operating within the set limits (sublimits), and by the Risk 
Department. 
 
The results of analysis serve as a basis for developing suggestions to units working with customers with regard to 
recommended parameters for clients attracted for credit services. Additional parameters limiting portfolio concentration 
of the Bank can be developed based on the analysis of the portfolio.  
 
All activities performed by credit units of the Bank in the course of monitoring of current loans are aimed at identifying 
problems at the earliest stage possible. 
 
The Bank has established a credit quality review process to provide early identification of possible changes in the 
creditworthiness of counterparties, including regular collateral revisions. Credit risk classification system provides 
assigning a risk rating to each counterparty. Risk ratings are subject to regular revision.  
 
The credit quality control system allows the Bank to assess the potential loss as a result of the risks to which it is 
exposed and take necessary action. 
 
The Bank receives collateral and guarantees from entities and individuals in relation to most loans, however,  a certain 
part of lending is attributable to loans to individuals in regard to which obtaining collateral or guarantee is impracticable. 
Such risks are monitored on a regular basis. 
 
Credit-related commitments risks 
 
The Bank makes available to its customers guarantees which may require that the Bank makes payments on their 
behalf. Such payments are collected from customers based on the terms of the agreement. They expose the Bank to 
similar risks to loans and these are mitigated by the same control processes and policies.  
 
The table below shows the maximum exposure to credit risk for the components of the balance sheet, including 
derivatives. The maximum exposure is shown gross, before the effect of mitigation through the use of master netting 
and collateral agreements, and after deducting allowance for impairment. 
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25.  Risk management (continued) 
 
Credit risk (continued) 
 
 


Notes 


Maximum 
exposure 


2008 


Maximum 
exposure 


2007 
Cash and cash equivalents (excluding cash on hand) 5 39,135 31,689 
Amounts due from the National Bank of the Republic of Belarus 6 3,834 1,555 
Amounts due from credit institutions 7 2,555 - 
Loans to customers 8 177,703 127,195 
Investment securities available-for-sale 9 18,244 11,220 
Other assets 14 275 613 


  241,746 172,272 
Financial commitments and contingencies 20 61,022 53,349 


Total credit risk exposure  302,768 225,621 
 
Where financial instruments are recorded at fair value, the amounts shown above represent the current credit risk 
exposure but not the maximum risk exposure that could arise in the future as a result of changes in values. 
 
For more detail on the maximum exposure to credit risk for each class of financial instrument, references shall be made 
to the specific notes. The effect of collateral and other risk mitigation techniques is shown in Note 8. 
 
Credit quality per class of financial assets 
 
The credit quality of financial assets is managed by the Bank internal credit ratings. The table below shows the credit 
quality by class of asset for loan-related balance sheet lines, based on the Bank’s credit rating system according to 
requirements of the NBRB. 
 
High grade includes the Bank’s highest quality financial assets. The possibility of deterioration is generally considered 
remote.  Financial performance has been strong and good.  All factors are favorable and participation potential or ability 
to refinance is considered good. Financial history shows good liquidity and cash flow with good basic trends, or the 
company may be new with insufficient financial history to develop a trend. Refinancing at another institution or 
elsewhere on short notice, even in adverse economic conditions, could likely be accomplished. 
 
Standard grade includes good quality financial assets.  The possibility of deterioration is generally considered remote 
but there is some amount of uncertainty.  These assets are neither overdue nor any other significant signs of 
impairment are identified. Financial performance has been strong and good but it can deteriorate as a result of some 
possible factors in the future. Financial history shows good liquidity and cash flow with good basic trends, or the 
company may be new with insufficient financial history to develop a trend. Refinancing at another institution or 
elsewhere on short notice, even in adverse economic conditions, could likely be accomplished.  
 
Substandard grade includes normal quality financial assets.  The possibility of deterioration is generally considered 
remote but there is identifiable amount of uncertainty.  These assets are not overdue yet but some insignificant signs of 
impairment are identified. Financial performance has been strong and good but there is a likelihood that it can 
deteriorate as a result of some probable factors in the future. Financial history generally shows good liquidity and cash 
flow with good basic trends, however some overdue amounts could happen in the past or the company may be new 
with insufficient financial history to develop a trend. Refinancing at another institution or elsewhere on short notice, 
even in adverse economic conditions, could likely be accomplished. The Bank considers not having substandard grade 
assets as of 31 December 2008 and 2007. 
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25.  Risk management (continued) 
 
Credit risk (continued) 
 
 Neither past due nor impaired 
 


Notes 


High 
grade 
2008 


Standard 
grade 
2008 


Past due or 
individually 


impaired 
2008 


Total 
2008 


Due from NBRB 6 3,834 - - 3,834 
      
Due from credit institutions 7 2,555 - - 2,555 
      
Loans to customers 8     
   Corporate lending  88,340 31 5,222 93,593 
   Entrepreneurs lending   2,672 - 148 2,820 
   Consumer lending  81,514 93 2,287 83,894 
  172,526 124 7,657 180,307 
      
Investment securities available-
for-sale 


9 
18,244 - - 18,244 


      
Total  197,159 124 7,657 204,940 
 
 
 Neither past due nor impaired 
 


Notes 


High 
grade 
2007 


Standard 
grade 
2007 


Past due or 
individually 


impaired 
2007 


Total 
2007 


Due from NBRB 6 1,555 - - 1,555 
      
Loans to customers 8     
   Corporate lending  62,715 19 3,491 66,225 
   Entrepreneurs lending   4,078 58 220 4,356 
   Consumer lending  58,756 16 341 59,113 
  125,549 93 4,052 129,694 
      
Investment securities available-
for-sale 


9 
11,220 - - 11,220 


      
Total  138,324 93 4,052 142,469 
 
An analysis of past due but not impaired loans, by age, is provided below.  
 
It is the Bank’s policy to maintain accurate and consistent risk ratings across the credit portfolio. This facilitates focused 
management of the applicable risks and the comparison of credit exposures across all lines of business, geographic 
regions and products. The rating system is supported by a variety of financial analytics, combined with processed 
market information to provide the main inputs for the measurement of counterparty risk. All internal risk ratings are 
tailored to the various categories and are derived in accordance with the Bank’s rating policy. The attributable risk 
ratings are assessed and updated regularly.  
 
Aging analysis of past due but not impaired loans per class of financial assets 
 


 
Less than 30 days 


2008 
Loans to customers  


Corporate lending - 
Entrepreneurs lending - 
Consumer lending 1,552 


Total 1,552 
 







“BTA Bank” CJSC (formerly CJSC “Astanaeximbank”) Notes to 2008 Consolidated Financial Statements 
 


(Millions of Belarusian Roubles) 
 
 


 32 


25.  Risk management (continued) 
 
Credit risk (continued) 
 


 
Less than 30 days 


2007 
Loans to customers  


Corporate lending - 
Entrepreneurs lending 146 
Consumer lending 238 


Total 384 
 
See Note 8 for more detailed information with respect to the allowance for impairment of loans to customers. 
 
As of 31 December 2008 and 2007, the Bank did not have financial assets whose terms have been renegotiated. 
 
Impairment assessment  
 
The main considerations for the loan impairment assessment include whether any payments of principal or interest are 
overdue by more than 5 days for legal entities and 30 days for individuals or there are any known difficulties in the cash 
flows of counterparties, credit rating downgrades, or infringement of the original terms of the contract. The Bank 
addresses impairment assessment in two areas: individually assessed allowances and collectively assessed 
allowances. 
 
Individually assessed allowances 
 
The Bank determines the allowances appropriate for each individually significant loan on an individual basis. Items 
considered when determining allowance amounts include the sustainability of the counterparty’s business plan, its 
ability to improve performance once a financial difficulty has arisen, projected receipts and the expected dividend 
payout should bankruptcy ensue, the availability of other financial support and the realizable value of collateral, and the 
timing of the expected cash flows. The impairment losses are evaluated at each reporting date, unless unforeseen 
circumstances require more careful attention. 
 
 
Collectively assessed allowances 
 
Allowances are assessed collectively for losses on loans to customers that are not individually significant (including 
credit cards, residential mortgages and unsecured consumer lending) and for individually significant loans where there 
is not yet objective evidence of individual impairment. Allowances are evaluated on each reporting date with each 
portfolio receiving a separate review. 
 
The collective assessment takes account of impairment that is likely to be present in the portfolio even though there is 
no yet objective evidence of the impairment in an individual assessment. Impairment losses are estimated by taking 
into consideration the following information: historical losses on the portfolio, current economic conditions, the 
appropriate delay between the time a loss is likely to have been incurred (more than 5 days for corporate clients and 
more than 30 days for individuals) and the time it will be identified as requiring an individually assessed impairment 
allowance, and expected receipts and recoveries once impaired. Local management is responsible for deciding the 
length of this period which can extend for as long as one year. The impairment allowance is then reviewed by credit 
management to ensure alignment with the Bank’s overall policy. 
 
Financial guarantees and letters of credit are assessed and provision made in a similar manner as for loans. 
 
The geographical concentration of Bank’s monetary assets and liabilities based on the accounting books and records 
maintained in accordance with BAS is set out below: 
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25.  Risk management (continued) 
 
Credit risk (continued) 
 


 2008 2007 
 


Belarus OECD 


CIS and 
other 


foreign 
banks Total Belarus OECD 


CIS and 
other 


foreign 
banks Total 


Assets:         
Cash and cash equivalents 3,329 - - 3,329 1,773 - - 1,773 
Amounts due from the 
NBRB 7,733 - - 7,733 2,336 - - 2,336 
Amounts due from credit 
institutions 15,992 23,023 5,758 44,773 30,667 827 4,286 35,780 
Loans to customers 179,217 - - 179,217 130,096 - - 130,096 
Investment securities 
available-for-sale 18,244 - - 18,244 11,220 - - 11,220 
Other assets 654 - - 654 1,332 - - 1,332 


 225,169 23,023 5,758 253,950 177,424 827 4,286 182,537 
Liabilities:         


Due to credit institutions 26,972 6,455 83,205 116,632 10,856 7,037 61,023 78,916 
Due to customers 93,928 - 40 93,968 57,743 14,620 21 72,384 
Subordinated debt - - 8,860 8,860 - - 8,600 8,600 
Debt securities issued 385 - - 385 - - - - 
Other liabilities 5,965 - 44 6,009 3,765 - 49 3,814 


 127,250 6,455 92,149 225,854 72,364 21,657 69,693 163,714 


Net balance sheet position 97,919 16,568 (86,391) 28,096 105,060 (20,830) (65,407) 18,823 
         Net off-balance sheet 


position 60,370 - - 60,370 53,743 - - 53,743 
 
 
Liquidity risk and funding management 
 
Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due under normal 
and stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to its 
core deposit base, manages assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. 
This incorporates an assessment of expected cash flows and the availability of high grade collateral which could be 
used to secure additional funding if required. 
 
The Bank maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the event of an 
unforeseen interruption of cash flow.  
 
The liquidity position is assessed and managed by the Bank primarily on a standalone basis, based on certain liquidity 
ratios established by the NBRB. As of 31 December, these ratios were as follows: 
 


 


NBRB required 
minimum ratio 


value, % 2008, % 2007, % 
“Current Liquidity Ratio” (assets receivable or realisable 
within 30 days/ liabilities repayable within 30 days) 70 143 150 


“Short-Term Liquidity Ratio” (assets receivable or realisable 
within one year/ liabilities repayable within one year) 100 270 340 


“Quick Liquidity Ratio” (assets on demand/ liabilities on 
demand) 20 174 108 
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25.  Risk management (continued) 
 
Liquidity risk and funding management (continued) 
 
Analysis of financial liabilities by remaining contractual maturities 
 
The table below summarises the maturity profile of the Bank’s financial liabilities at 31 December 2008 based on 
contractual undiscounted repayment obligations. Repayments which are subject to notice are treated as if notice were 
to be given immediately. However, the Bank expects that many customers will not request repayment on the earliest 
date the Bank could be required to pay and the table does not reflect the expected cash flows indicated by the Bank’s 
deposit retention history. The table is prepared using the management information according to BAS. 
 
Financial liabilities 
As at 31 December 2008 


Less than  
3 months 


3 to 12 
months 


1 to 5 
years Total 


Amounts due to credit institutions 38,880 52,335 33,045 124,260 
Amounts due to customers 35,816 8,770 60,847 105,433 
Subordinated debt 261 602 10,022 10,885 
Derivative financial instruments     
- Contractual amounts payable 7,409 - - 7,409 
- Contractual amounts receivable (7,085) - - (7,085) 
Debt securities issued 387 - - 387 
Other liabilities 5,899 110 - 6,009 


Total undiscounted financial liabilities 81,567 61,817 103,914 247,298 
 
Financial liabilities 
As at 31 December 2007 


Less than  
3 months 


3 to 12 
months 


1 to 5 
years Total 


Amounts due to credit institutions 21,300 36,663 21,325 79,288 
Amounts due to customers 15,369 23,684 37,632 76,685 
Subordinated debt 196 589 10,620 11,405 
Derivative financial instruments     


- Contractual amounts payable 4,906 - - 4,906 
- Contractual amounts receivable (4,887) - - (4,887) 


Other liabilities 3,812 2 - 3,814 


Total undiscounted financial liabilities 40,696 60,938 69,577 171,211 
 
The table below shows the contractual expiry by maturity of the Bank’s financial commitments and contingencies. 
 


 
Less than  
3 months 


3 to 12 
months 


1 to 5 
years 


Over 
5 years Total 


2008 22,905 23,749 13,716 - 60,370 
2007 3,337 41,447 8,959 - 53,743 
 
The Bank expects that not all of the contingent liabilities or commitments will be drawn before expiry of the 
commitments. 
 
The maturity analysis does not reflect the historical stability of current accounts. Their liquidation has historically taken 
place over a longer period than indicated in the tables above. These balances are included in amounts due in less than 
three months in the tables above. 
 
Market risk 
 
Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in 
market variables such as interest rates, foreign exchanges, and equity prices.  The exposures to market risk are 
managed and monitored using different sensitivity analysis techniques. Except for the concentrations within foreign 
currency, the Bank has no significant concentration of market risk. 
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25. Risk management (continued) 
 
Market risk – Non - trading  
 
Interest rate risk 
 
Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of 
financial instruments. As at 31 December 2008 and 2007 the Bank had no instruments exposed to such risk. 
 
Currency risk 
 
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. 
Assets and Liabilities Management Committee sets limits on open positions by currency based on the NBRB 
instructions. Positions are monitored by the Treasury on a daily basis. 
 
The tables below indicate the currencies to which the Bank had significant exposure at 31 December 2008 and 2007 
on its non-trading monetary assets and liabilities and its forecast cash flows. The analysis calculates the effect of a 
reasonably possible movement of the currency rate against the Rouble, with all other variables held constant on the 
income statement (due to the fair value of currency sensitive non-trading monetary assets and liabilities). The effect on 
equity does not differ from the effect on the income statement. A negative amount in the table reflects a potential net 
reduction in income statement or equity, while a positive amount reflects a net potential increase. 
 


Currency 


Change in 
currency rate in 


% 
2008 


Effect on profit 
before tax 


2008 


Change in 
currency rate in 


% 
2007 


Effect on profit 
before tax 


2007 


USD -31.0 (1,027) +0.6    4 
EUR -31.6 2,319 +8.1  (169) 
 
 
Equity price risk 
 
Equity price risk is the risk that the fair values of equities decrease as the result of changes in the levels of equity 
indices and the value of individual shares. The non-trading equity price risk exposure arises from the Bank’s investment 
portfolio. As at 31 December 2008 and 2007 the Bank had no instruments exposed to such risk. 
 
Prepayment risk 
 
Prepayment risk is the risk that the Bank will incur a financial loss because its customers and counterparties repay or 
request repayment earlier or later than expected, such as fixed rate mortgages when interest rates fall. As at 31 
December 2008 and 2007 the Bank had no instruments exposed to such risk.  
  
Operational risk 
 
Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail 
to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial 
loss. The Bank cannot expect to eliminate all operational risks, but through a control framework and by monitoring and 
responding to potential risks, the Bank is able to manage the risks. Controls include effective segregation of duties, 
access, authorisation and reconciliation procedures, staff education and assessment processes, including the use of 
internal audit. 
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26. Fair values of financial instruments 
 
Set out below is a comparison by class of the carrying amounts and fair values of the Bank’s financial instruments that 
are carried in the financial statements. The table does not include the fair values of non-financial assets and non-
financial liabilities. 
 


 


Carrying 
value 
2008 


Fair value 
2008 


Unrecognised 
gain/(loss) 


2008 


Carrying 
value 
2007 


Fair value 
2007 


Unrecognised 
gain/(loss) 


2007 


Financial assets       
Cash and cash equivalents 42,456 42,456 - 34,265 34,265 - 
Amounts due from NB RB 3,834 3,834 - 1,555 1,555 - 
Amounts due from credit 
institutions 2,555 2,555 - - - - 
Loans to customers 177,703 177,703 - 127,195 127,195 - 
Investment securities 
available-for-sale 18,244 18,244 - 11,220 11,220 - 
Derivative financial asset on 
forward deals 66 66 - 56 56 - 
       


Financial liabilities       
Amounts due to credit 
institutions 109,223 109,223 - 74,026 74,026 - 
Amounts due to customers 99,295 99,295 - 71,969 71,969 - 
Subordinated debt 8,860 8,860 - 8,600 8,600 - 
Debt securities issued 385 385 - - - - 
Derivative financial liability 
on swap deals 324 324 - - - - 
Derivative financial liability 
on forward deals - - - 19 19 - 


Total unrecognised change 
in unrealised fair value   -   - 


 
The following describes the methodologies and assumptions used to determine fair values for those financial 
instruments which are not already recorded at fair value in the financial statements. 
 
Assets for which fair value approximates carrying value 
 
For financial assets and financial liabilities that are liquid or having a short term maturity (less than three months) it is 
assumed that the carrying amounts approximate to their fair value. This assumption is also applied to demand 
deposits, savings accounts without a specific maturity. For longer-term financial assets and financial liabilities, the 
interest rates applicable reflect market rates and, consequently, the fair value approximates the carrying amounts.     
 
Fixed rate financial instruments 
 
The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by comparing market 
interest rates when they were first recognised with current market rates offered for similar financial instruments. The 
interest rates applicable reflect market rates and, consequently, the fair value approximates the carrying amounts. 
 
Financial instruments recorded at fair value 
 
As at 31 December 2008 and 2007, significant financial assets and liabilities recorded at fair value were represented 
only by investment securities – GKOs. Determination of fair value of these securities involves valuation techniques 
where all the model inputs are observable in the market. The model has been tested against the prices of actual market 
transactions and using the Bank’s best estimate of the most appropriate model inputs. The potential effect of using 
reasonably possible alternative assumptions for valuing financial instruments would not make significant changes to the 
fair value. 
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26.  Fair values of financial instruments (continued) 
 
Financial instruments recorded at fair value (continued) 
 
The following table shows an analysis of financial instruments recorded at fair value, between those whose fair value is 
based on quoted market prices, those involving valuation techniques where all the model inputs are observable in the 
market, and those where the valuation techniques involves the use of non-market observable inputs. 
 


 


Quoted market 
price 
2008 


Valuation 
techniques –  


market 
observable inputs 


2008 


Valuation 
techniques –  
non-market 


observable inputs 
2008 


Total 
2008 


Financial assets     
Derivative financial asset on forward 
deals - 66 - 66 
Investment securities available-for-sale - 18,244 - 18,244 


 - 18,310 - 18,310 
Financial liabilities     
Derivative financial liability on swap 
deals - 324 - 324 
Debt securities issued - 385 - 385 


 - 709 - 709 
 
 


 


Quoted market 
price 
2007 


Valuation 
techniques –  


market 
observable inputs 


2007 


Valuation 
techniques –  
non-market 


observable inputs 
2007 


Total 
2007 


Financial assets     
Derivative financial asset on forward 
deals - 56 - 56 
Investment securities available-for-sale - 11,220 - 11,220 


 - 11,276 - 11,276 
Financial liabilities     
Derivative financial liability on forward 
deals - 19 - 19 


 - 19 - 19 
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27. Maturity analysis of assets and liabilities 
 
The table below shows an analysis of financial assets and liabilities according to when they are expected to be 
recovered or settled under the Bank’s gap analysis prepared based on BAS figures. The gap analysis is used for 
internal liquidity management purposes. The Bank analyses net position and makes decision based on it whether to 
conclude active/passive transactions. See Note 25 “Risk management” for the Bank’s contractual undiscounted 
repayment obligations.  
 


 
31 December 2008 


Less than 
3 months 


3 to 12 
months 


Subtotal 
Within 


one year 
1 to 5 
years 


Over 
5 years 


Subtotal  
More than  
one year Total 


Assets        
Cash and cash 
equivalents 3,329 - 3,329 - - - 3,329 
Amounts due from the 
NBRB 3,899 - 3,899 - 3,834 3,834 7,733 
Amounts due from credit 
institutions 42,218 862 43,080 1 ,693 - 1,693 44,773 
Loans to customers 48,609 38,437 87,046 92,171 - 92,171 179,217 
Investment securities 
available-for-sale 8,100 10,141 18,241 - 3 3 18,244 
Other assets 654 - 654 - - - 654 


Total 106,809 49,440 156,249 93,864 3,837 97,701 253,950 


        


Liabilities        


Amounts due to credit 
institutions 38,051 49,429 87,480 29,152 - 29,152 116,632 
Amounts due to 
customers 33,956 3,328 37,284 56,684 - 56,684 93,968 


Subordinated debt 60 - 60 8,800 - 8,800 8,860 


Other liabilities 5,899 110 6,009 - - - 6,009 


Total 77,966 52,867 130,833 94,636 - 94,636 225,469 


Net 28,843 (3,427) 25,416 (772) 3,837 3,065 28,481 
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27.  Maturity analysis of assets and liabilities (continued) 
 


31 December 2007 
Less than 
3 months 


3 to 12 
months 


Subtotal 
Within 


one year 
1 to 5 
years 


Over 
5 years 


Subtotal  
More than 
one year Total 


Assets        
Cash and cash 
equivalents 1,773 - 1,773 - - - 1,773 
Amounts due from the 
NBRB 781 - 781 - 1,555 1,555 2,336 
Amounts due from credit 
institutions 35,780 - 35,780 - - - 35,780 
Loans to customers 44,950 31,247 76,197 53,899 - 53,899 130,096 
Investment securities 
available-for-sale 4,204 7,014 11,218 - 2 2 11,220 
Other assets 1,332 - 1,332 - - - 1,332 


Total 88,820 38,261 127,081 53,899 1,557 55,456 182,537 


        


Liabilities        
Amounts due to credit 
institutions 25,457 34,413 59,870 19,046 - 19,046 78,916 
Amounts due to 
customers 15,360 23,486 38,846 33,538 - 33,538 72,384 
Subordinated debt - - - 8,600 - 8,600 8,600 
Other liabilities 3,812 2 3,814 - - - 3,814 


Total 44,629 57,901 102,530 61,184 - 61,184 163,714 


Net 44,191 (19,640) 24,551 (7,285) 1,557 (5,728) 18,823 
 
 
Information on maturity of financial assets and liabilities according to IFRS is presented below: 
 
 2008 2007 


 
Within one 


year 
More than 
one year Total 


Within one 
year 


More than 
one year Total 


Cash and cash equivalents  42,456 - 42,456 34,265 - 34,265 
Amounts due from NB RB - 3,834 3,834 - 1,555 1,555 
Amounts due from credit 


institutions 862 1,693 2,555 - - - 
Loans to customers 86,683 91,020 177,703 73,296 53,899 127,195 
Investment securities:       
     - available-for-sale 18,241 3 18,244 11,218 2 11,220 
Other assets 275 - 275 409 - 409 
Total 148,517 96,550 245,067 119,188 55,456 174,644 
       
Amounts due to credit 


institutions  80,071 29,152 109,223 54,981 19,045 74,026 
Amounts due to customers  42,611 56,684 99,295 38,431 33,538 71,969 
Debt securities issued 385 - 385 - - - 
Subordinated debt 60 8,800 8,860 - 8,600 8,600 
Other liabilities  1,103 60 1,163 3,659 - 3,659 
Total 124,230 94,696 218,926 97,071 61,183 158,254 


Net 24,287 1,854 26,141 22,117 (5,727) 16,390 
 
The Bank’s capability to repay its liabilities relies on its ability to realise an equivalent amount of assets within the same 
period of time. The table above indicates that during the periods the Bank does not need a significant concentration of 
cash to settle all commitments and contingent liabilities before their expiry. 
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27.  Maturity analysis of assets and liabilities (continued) 
 
In 2007 the Bank has received significant funds from one local and one foreign company. These balances are included 
in amounts due to customers “1 to 5 years” in the table above. Any significant early withdrawal of these funds would 
have an adverse impact on the operations of the Bank. Management believes that this level of funding will remain with 
the Bank for the foreseeable future and that in the event of withdrawal of funds, the Bank would be given sufficient 
notice so as to realise its liquid assets to enable repayment. 
 
Long-term loans are generally not available in Belarus, except for programmes set up by international financial 
institutions. However, in the Belarusian marketplace, many short-term credits are granted with the expectation of 
renewing the loans at maturity. As such, the ultimate maturity of assets may be different from the analysis presented 
above. In addition, the maturity analysis does not reflect the historical stability of current accounts. Their liquidation has 
historically taken place over a longer period than indicated in the tables above. These balances are included in 
amounts due less than 3 months in the tables above. Security positions may be liquidated in a short period of time 
without adverse price effects. 
 
 


28. Related party disclosures 
 
In accordance with IAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability 
to control the other party or exercise significant influence over the other party in making financial or operational 
decisions. In considering each possible related party relationship, attention is directed to the substance of the 
relationship, not merely the legal form. 
 
Related parties may enter into transactions which unrelated parties might not, and transactions between related parties 
may not be effected on the same terms, conditions and amounts as transactions between unrelated parties. 
 
The volumes of related party transactions, outstanding balances at the year end, and related expense and income for 
the year are as follows: 
 


 2008 2007 
 


Shareholders 


Companies 
under 


common 
control 


Key 
management 


personnel Shareholders 


Companies 
under 


common 
control 


Key 
management 


personnel 
Cash and cash 
equivalents 1,939 2,883 - 44 3,870 - 
Amounts due from 
credit institutions - 2,555 - - - - 
Loans to customers, 
gross - - 48 - - 37 
Other assets 5 15 - - - - 


Amounts due to credit 
institutions 80,887 23 - 48,656 7,840 - 
Subordinated debt 8,860 - - 8,600 - - 
Amounts due to 
customers - - 190 - - - 
Other liabilities 93 96 - - - - 


Letters of credit, 
guarantees and 
commitments issued 36,076 6,530 18 26,581 - - 


       
Interest income 3 179 6 - 14 3 
Interest expense 6,258 837 14 4,070 644 - 
Other income 22 - - 14 - - 
Commission expense - - - 4 - - 
Personnel expenses - - 2,151 - - 2,073 
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28.  Related party disclosures (continued) 
 
Compensation of key management personnel was comprised of the following: 
 
 2008 2007 


Salaries and other short-term benefits 1,593 1,536 
Social security costs 558 537 


Total key management compensation 2,151 2,073 
 
 
Subsidiaries 
 


 As at 31 December, the consolidated financial statements included the following subsidiaries:  
 


2008     


Subsidiary 
Ownership/ Voting, 


% Country 
Date of 


incorporation Industry 


“AstanaInvest” * 18 Belarus 16 July 2004 Finance lease 
 
* Subsidiary until 23 July 2008 – refer to the Note 24. 
 


2007     


Subsidiary 
Ownership/ Voting, 


% Country 
Date of 


incorporation Industry 


“AstanaInvest” 100 Belarus 16 July 2004 Finance lease 
 


 
29. Capital adequacy 


 
The Bank maintains an actively managed capital base to cover risks inherent in the business. The adequacy of the 
Bank’s capital is monitored using the ratios established by the Basel Capital Accord 1988 and the ratios established by 
the NBRB in supervising the Bank.  
 
During the past year, the Bank had complied in full with all its externally imposed capital requirements. 
 
The primary objectives of the Bank’s capital management are to ensure that the Bank complies with externally imposed 
capital requirements and that the Bank maintains strong credit ratings and healthy capital ratios in order to support its 
business and to maximise shareholders’ value. 
 
The Bank manages its capital structure and makes adjustments to it in the light of changes in economic conditions and 
the risk characteristics of its activities. In order to maintain or adjust the capital structure, the Bank may adjust the 
amount of dividend payment to shareholders, return capital to shareholders or issue capital securities. No changes 
were made in the objectives, policies and processes from the previous years. 
 
NBRB capital adequacy ratio 
 
The NBRB requires banks to maintain a capital adequacy ratio of 8% of risk-weighted assets, computed based on 
BAS. As at 31 December 2008 and 2007, the Bank’s capital adequacy ratio on this basis was as follows:  
 
 
 2008 2007 
Main capital 29,816 20,243 
Additional capital 11,310 12,060 


Total capital 41,126 32,303 
   
Risk weighted assets 207,809 142,751 
Weighted off-balance commitments and contingencies 4,360 1,773 
 212,169 144,524 
   
Capital adequacy ratio 19% 22% 
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29.  Capital adequacy (continued) 
 
Regulatory capital consists of Tier 1 capital, which comprises share, retained earnings, current year losses, 
undercreated specific regulatory allowance for loans impairment, net long positions in own shares, net intangible assets 
and equity investments in subsidiaries. The other components of regulatory capital is Tier 2 and Tier 3 capital 
(additional capital), which include current year profit, subordinated long-term debt and subordinated short-term debt, 
correspondingly. 
 
Capital adequacy ratio under Basel Capital Accord 1988 
 
The Bank’s capital adequacy ratio, computed in accordance with the Basel Capital Accord 1988, with subsequent 
amendments including the amendment to incorporate market risks, as at 31 December 2008 and 2007, comprised: 
 
 2008 2007 
Tier 1 capital 33,330 22,813 
Tier 2 capital 3,520 5,160 


Total capital 36,850 27,973 
   
Risk weighted assets 218,956 151,266 


Tier 1 capital ratio 15.2% 15.1% 
Total capital ratio 16.8% 18.5% 
 
 
 


30. Events after the balance sheet date 
 
In the beginning of 2009, the Belarusian rouble was devalued to major currencies. At the date these consolidated 
financial statements have been authorized for issue, the official exchange rate of the Belarusian rouble to US Dollar as 
set by the National bank of Republic of Belarus comprised 2,783 which constitutes a 26.5% reduction in the value of 
the Belarusian ruble to the US Dollar since 31 December 2008. 
 
In February 2009, the shares of the parent bank JSC “BTA Bank” (Kazakhstan) were purchased by the Government of 
the Republic of Kazakhstan represented by the National welfare fund “Samruk-Kazyna” which resulted in the increase 
of state ownership share to 75.10%.  On 20 April 2009, JSC “BTA Bank” announced its technical default – the 
suspension of debt repayments until the plan about the restructuring of debt will be realized.  Some days later 
international ratings agency Fitch Ratings downgraded the long-term issuer’s default rating of the bank from “CC” to 
“RD” (restricted default). 
 
On 27 February 2009, the Bank launched 1st and 2nd issues of non-documentary interest bonds in Belarusian roubles 
and in US dollars, respectively. The amount of the 1st issue is BYR 10,000 million (nominal amount is BYR 1 million). 
The amount of the 2nd issue is equivalent to BYR 11,000 million at the exchange rate as of 31 December 2008 
(nominal amount BYR 22 million). The bonds are interest-bearing non-documentary securities. 
 
On 26 March 2009, the meeting of Board of Directors of the parent bank JSC “BTA Bank” (Kazakhstan) made a 
decision to increase of normative capital of “BTA Bank” (Belarus) to the equivalent of BYR 76,926 million (at the 
exchange rate as of 31 December 2008). The increase will be made by the end of 2009 year by means of contribution 
to the share capital of “BTA Bank” (Belarus) and granting new subordinated loans. Such a decision is stipulated by the 
requirement of the NBRB about minimum normative capital amount of EUR 25 million for the banks engaged in 
attraction of individuals deposits and maintenance of individuals accounts. No further actions were undertaken at the 
report date. 
 
On 10 April 2009, the additional agreements were concluded between the Bank and JSC “BTA Bank” (Kazakhstan) 
about the prolongation of two existing subordinated loan agreements till 14 November 2016. 
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