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«Today with the reforms under way, there
must be a banking institution the people could
trust, where savings, even the modest ones,
could be placed without constant fear
of their loss.

Sberbank is such a bank.»

Victor V. Gerashchenko
Chairman of the Central Bank of the Russian Federation
Chairman of the Supervisory Board of Sberbank




Chairman’s Statement

berbank has successfully achieved the targets of its Development

S Concept to the Year 2000 and became a universal commercial

bank. For the past five years the Bank constantly demonstrated the
best results among the Russian financial institutions.

One of the major events of the year 2000 was the adoption of the new

Concept of Development to the Year 2005 by the General Shareholders

Meeting. The targets set by the new Concept required significant reor-

ganisation of the administration system of the Bank, widening of authori-

ty of the regional management structures with simultaneous strengthen-

ing of the centralised control of strategic development issues, structural
policy and risk management. Large scale reorganisation of the entire administrative system has been
accomplished in shortest time without any prejudice to the interests of the clients. Since January 1, 2001
seventeen newly-formed regional Head Offices have been operating, empowered by expanded authority,
possessing significant funds and capable of meeting major needs of the economic regions development.

The correctness and good timing of the new Concept of Sberbank development and reorganisation
measures have been confirmed by the performance of the Bank in the last year. Net profit for the last year
increased 1.5-fold. Another convincing evidence is the growth of the share of corporate clients' accounts
in the structure of liabilities of the Bank to 23 per cent.

Lending to the real economy is a strategic priority of Sberbank's policy. The Bank is one of the major
driving forces of the economic growth in Russia. Its loan portfolio has made more than 300 billion roubles
(more than 10 billion in US dollar equivalent) with investment loans exceeding 36 billion roubles. This is
comparable to the total amount of foreign investments in Russian real sector for the past five years. In the
year 2000, for the first time ever, the lending business of Sberbank generated more profit than other kinds
of activities, including securities operations.

The Bank is approaching its 160th Anniversary with a strong record. On behalf of the Board I heartily
congratulate our depositors, clients, business partners and shareholders with the forthcoming Jubilee
and extend gratefulness for their invariable support, trust and cooperation to the mutual benefit. I would

like to express my cordial gratitude to the employees of the Bank for their dedicated efforts.

With best regards,

Andrei [. Kazmin

Chairman of the Board and Chief Executive Officer




Supervisory Board of Sberbank
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GENERAL INFORMATION

SBERBANK — Joint Stock Commercial Savings Bank of the Russian Federation — is the
largest financial institution of Russia. Sberbank has 25% share in the assets and 15% share in

the equity of the banking system of Russia. Its share of the loans market exceeds 30%.

Sberbank is the leader among Russian banks by total assets, deposits from individuals
and corporate funds raised, by its investments in the national economy and operations on

stock and money markets.

Sberbank services over 234 million private and about 1.5 million corporate accounts.

Sberbank market share has increased in all major segments of banking services:
o  deposits from individuals — to 75%;
« servicing of corporate clients — to 16%;
« lending to legal entities — to 33%;

+ lending to individuals — to 42%.

The controlling stake in Sberbank is held by the Central Bank of the Russian Federation.

Total number of the shareholders exceeds 233 thousand individuals and legal entities.

Ownership Structure of Sberbank
as of January 1, 2001

Other legal entities (6.6%)

Private Investors (11%)

Bank of Russia
(57.7%)

Investment Compaiie
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Historical background

n November 12, 2001, Sberbank, the oldest and largest Russian bank,
Owill celebrate its 160th Anniversary. This day Emperor Nikolas I
approved the first Statutes of Savings Offices by his special decree, thus the
development of the savings business in Russia was initiated.

In 1842 the first savings offices were opened in Moscow and St. Petersburg
at the Savings Treasuries, and in Odessa at the Department for Public Care
and Charity. Several years later, in 1846—1860, 45 more savings offices were
opened in almost all regional centres of Russia.

Twenty years later, when all savings offices were transferred under
the jurisdiction of Gosbank (the State Bank of Russia), established in
1860, the total balances in 140,000 deposit accounts made 8.5 million
roubles.

It was evidently insufficient for the country with the population of 70 mil-

lion, in spite of relatively quick development of the savings business. In the

pre-reform serfdom-ridden Russia the social stratum of depositors was very
thin. It consisted of urban population, such as small entrepreneurs, mer-
chants etc. Prevailing rural population had no access to municipal savings
offices and could not afford making savings.

The abolishment of serfdom radically changed
the situation. The post-reform period was marked
by a significant increase of the savings activity,
especially in 1880—1890. Alongside with the sav- :
ings offices at Gosbank, similar institutions were ... -',.':'.. o = =
set up at regional and municipal treasuries, 'y : . ..
post and telegraph agencies and railway

administrations. The network of savings

offices rapidly expanded, with new ones being <~d

.‘NB?H 3 v
opened not only in urban, but in rural areas as well. During N
the period of 1882—1895, their number increased more than 40-fold to
nearly four thousand. The number of savings books grew 15-fold and
made about 2 million.

The key precondition for further progress of savings business was the
currency reform of 1895—1897 carried out by Sergei Yu. Vitte, an outstand-
ing statesman, Minister of Finance of Russia. The main result of the reform

was introduction of the gold standard providing the country with a stable

freely convertible currency. The notes of the State Bank were exchanged

«1 rouble» coin of 1841

(reverse); State Credit
Note issued in 1878;

lation being 1:1. Even during the war with Japan (1904—1905) the stability E‘f;;g;ib'e” coin of 1892

for gold without limitation, the ratio of bank notes and gold coins in circu-

of the currency was not affected being strongly backed by gold.
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Order of St. Andrew
Protokletos

(XIX century);

desk set (XIX century)

Having strong currency Russia succeeded in raising foreign investments
that were big enough by the standards of that time. Introduction of hard cur-
rency and successful development of the Russian economy contributed to the
growth of public savings with the respective expansion of the savings offices
network. By the year 1900, there were about 5.5 thousand savings offices with
aggregate deposits worth 660 million roubles.

Under the currency reform, the entire credit and financial system of Russia
was reorganised, including savings institutions. Pursuant to the new Statutes
of Savings Offices adopted in 1895, the Department of State Saving Offices
was set within the State Bank to be in charge of the savings offices. A. Nikol-
sky, Director of the State Bank of Russia, was the first head of the Department
of State Saving Offices. Privy Councillor, Senator and Member of State Coun-
cil, he belonged to the top ranking state officials of the Russian Empire. His
appointment as the Governor of the savings offices manifested especial atten-
tion of the Russian government to the savings business.

Unlike the majority of European countries, where savings offices were
mainly founded and managed by private entrepreneurs and their associations,
historically the savings business in Russia was the full prerogative of the state.
This significantly enhanced the potential for its development and helped to
overcome constraints frequently resulting from funds deficit at the start-up
stage of newly-opened savings institutions. Not less important advantage of
the involvement of the state in the savings business was the state guarantee of
savings safety which attracted depositors.

At the same time etatisation of the savings business had some negative
implications, as a significant part of public savings was used to support the
obsolescent land ownership system and finance military expenses. By using
available public funds to finance internal state debt, the government diverted
substantial resources from investments into industries where they could most
efficiently contribute to.

In the early XX century the general trend of the savings business both in
Russia and in other European countries was to transform savings
offices into universal credit institutions. Starting from 1906 along
with deposit and lending operations, savings offices
were engaged in insuring capital, income and life of
depositors.

During the war with Japan and particularly World
War I, the state used household deposits almost
- i gl entirely to cover war expenses. However printing
| “ E‘ "' f‘ﬁ- money became the main source of covering costs
of World War I. Money supply grew from 1.6 billion

roubles on the eve of the war to 10 billion roubles before the Febru-
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ary 1917 revolution, reaching 16 billion roubles by October 1917. The exces-

sive money supply and inflation decreased the purchasing power of rouble 17-

fold. Hyperinflation during the Revolution and Civil War completely deval- Coins of the currency
. . reform of 1922—1924
ued public savings. in the USSR

With the Bolsheviks coming to power, unlike commercial banks, savings

banks were formally kept. At the beginning of 1918, immediately after the

Soviet Government moved to Moscow, V. Menzhinsky, People's Com- ) %
missar for Finance issued the order on re-establishment of the RN ‘“‘"’:f\‘
Department of Savings Offices within the Peoples' Comissariat for
Finance he was the head of. However, all efforts of the Commissari-
at for Finance to organise the work of savings offices failed. Later
on, during the period of « War Communism» from May 1918

to proclamation of the New Economic Policy (NEP) in

products and rationing of foodstuffs and consumer goods.

With the introduction of the New Economic Policy, normal commodity-
money relations regained priority. For that purpose the currency reform was
carried out in 1922—1924 under the guidance of two brilliant economists —
G. Sokolnikov, the then People's Commissar for Finance (NarComFin) of the
USSR, and Professor L. Yurovsky, member of the NarComFin Board. This
work which is still an unsurpassed example of economic reform was carried
out at the time of total economic chaos. Parallel to banknotes issued during
the early Soviet era and devalued through uncontrollable overprinting, anoth-
er currency — «chervonets» banknote — was put into circulation, backed by
gold (25%) and highly liquid goods (75%). Associated with the czar's gold-coin
chervonets, the new currency was accepted by the economy and population.

The chervonets ousted these banknotes from circulation, becoming by 1924

USSR State Treasury
Note and a coin of the
1930s

the only currency. Normalisation of currency circulation and accelerated eco-
nomic growth facilitated improvement of well-being of the population and its

striving to save. Since the year 1923 the savings office network started to

recover and soon reached its pre-war level. Savings offices contributed to car-
rying out and successfully accomplishing the currency reform. In the sec-
ond half of the 1920s, development of the savings business became a
state priority. In 1925—1930, a popular «Sberegatelnoye

Delo» («Savings business») Magazine was issued for
country-wide circulation. N. Bryukhanov, I. Smilga,

A. Svidersky, L. Yurovsky, M. Bogolepov, heads of Gos-
plan and MinFin, as well as other prominent economists took

part in the publications.
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At the end of the 1920s, the country's leaders proclaimed the policy of
industrialisation based on accelerated development of heavy industry.

Production of consumer goods and collectivised agriculture degraded.

The rationing system was introduced in cities, state revenues from
agricultural products and consumer goods sales declined. Having
dishonored pre-revolutionary czar's debts, the Soviet government
could not count on any significant foreign investments. Thus the
state turned to the public savings as a major source of funds for
industrialisation.
In 1929, according to a new Regulation State Savings
Offices were transferred under the jurisdiction of Nar-
ComFin and became actually the sole credit institution
for public deposits and allocation of state securities.
This credit institution was responsible for intensively
stimulating household deposits. The rationing system and
low income of the majority of the employed practically made the solu-
tion of this issue impossible. The deposits fell short by 40 to 50% of the
Q planned figures. The so-called «voluntarily-compulsory» state loan
- bonds fared better, but also fell short of expectations. Thus, in 1932,
the program for the «Fourth Year of the First Five-year Plan» was
implemented only by 85.5%.
The state made up for the shortage of the planned budget rev-
enues by issuing money, which undermined low purchasing

power of the rouble.

During the Second Five-year Plan period, when the system of
rationing was cancelled in 1935, the activities of the savings offices revived.

Coin box used in 1928- For the period of 1935—1940, the total volume of deposits grew 4.9 times from

1931 for small-scale
savings with savings
offices; USSR medal
«For Labour Merits»

(the 1950s)

1.5 to 7.3 billion roubles. The average size of a deposit increased almost four-
fold from 101 to 388 roubles.

In the years of the World War II, savings offices contributed to mobilising
funds of the people to cover war expenses, they actively participated in plac-
ing special state loans and cash- and prize- lotteries. Proceeds from state loans
and lotteries covered nearly one sixth of war expenses. Besides, substantial
public donations in cash and valuables to the defence fund were also made
through the savings offices.

At the end of 1947 the ration card system was cancelled and currency
reform of a confiscatory nature was carried out: 10 old roubles were
exchanged for 1 new rouble. However, there were some privileges for savings
offices depositors: the exchange rate applied to deposits of up to 3 thousand
roubles was 1:1, it was 3:2 for deposits from 3 to 10 thousand and to those

exceeding 10 thousand roubles the exchange ratio applied was 2:1.
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A new Statute of Savings Offices was approved in 1948, bringing

considerable changes to their activities. The savings offices were
authorised to execute non-cash settlements and to
transfer employees' salaries to their accounts.
According to the new Statutes, the savings
offices remained under jurisdiction of the
Administration of State Labour Savings
Offices and State Credit at the Ministry
of Finance, which elaborated and
approved rules and instructions
requlating their activities. Accord-
ing to the regulations, the ministries of

finance in the union and autonomous republics

Bonds of the USSR
Internal Government
Loans

and financial departments of executive committees of
regional Soviets exercised local supervision over the sav-
ings offices.

By 1952, the network of the savings offices reached its pre-war level after
being halved during the Great Patriotic War due to the occupation of the
large territory of the USSR. As of the beginning of 1952, there were 42 thou-
sand savings offices in the country. Their major tasks set forth in the docu-
ments of the regulatory bodies, were «providing the population with the
possibility for safe depositing of their temporarily free funds and execution
of settlements, promotion of savings and their use for development of the
USSR economy».

In the 1950s the work on improving the savings business, interrupted by
the war renewed (in particular, work on automation of settlement operations
in large savings offices). In Moscow and Leningrad, as well as in the capitals of
some union republics and regional administrative centres, computing and
data processing centres were set up, equipped with punched card and key-
board computing devices.

At the beginning of 1961, rouble was denominated ten-fold, new bank-
notes were launched in circulation. But these measures failed to stop
inflation and to have the expected stimulating effect on the economic
development and on the savings business. The main reason for this was
diversion of the national revenue to high-cost and non-efficient projects
and for covering military expenses and rejection of structural transforma-
tions, initially planned to be carried out in line with the economic reform
of 1965—1967.

In 1963, savings offices were again transferred under the regulatory power
of Gosbank, and household deposits in savings offices were applied to replen-

ish Gosbank's credit resources.
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The 1970s and the first half of the 1980s are considered to be the years of
stagnation in the USSR economic development, which holds true of the sav-
ings business as well.

The second half of the 1980s became a period of reorganisation («pere-

stroika»). The activities of credit and finance institutions significantly expand-
ed. The number of depositors of the savings institutions increased.
By the end of the 1980s, 142 million new accounts had been opened
at savings offices.
In 1987 the existing national banking system was reorganised. With-
in the framework of the reorganisation, Sberbank of USSR, a specialised
bank for labour savings and crediting individuals, which also began to

provide services to legal entities, was set up. Its structure comprised 15 banks

of union republics, among them the Russian Republican Savings Bank.

In 1990, the Supreme Soviet of the Russian Soviet Federative
Republic (RSFSR) declared the Russian Republican Savings Bank to
be the property of the RSFSR. By 1991 it had been transformed in a
joint-stock commercial bank. Shortly after, Sberbank registered its
Charter with the Central Bank of the Russian Federation and issued its

first shares.

Sberbank’s plastic
cards issued in the
year 2000

Since its incorporation as a joint-stock company, Sberbank has been
dynamically changing from a system of state savings offices into a universal
commercial bank.

In 1996 the Concept of Development to the Year 2000 was adopted with the
main objective to transform Sberbank into a universal commercial bank by
expanding services to corporate clients while maintaining specialisation and
leadership in retail banking.

In 1997 despite the difficulty and novelty of problems and extremely
unfavourable situation on the international financial market, Sberbank con-
tributed to stable functioning of the national interbank and foreign currency
markets. The same year Sberbank received, on the most favourable terms
offered to the country, its first syndicated loan from Western banks, the
largest ever granted to Russian banks. Sberbank was officially rated by Fitch-
IBCA International Rating Agency. It was the only Russian commercial bank
to be listed among the top two hundred world financial institutions and among
the top 100 European banks. Being a member of the World Savings Bank Insti-
tute (WSBI) it received the status of observer in the European Savings Banks
Group (ESBG).

The year 1998 was a dramatic year in the modern history of the national
economy and finance. The financial crisis emerging in South-East Asia rapid-
ly spread throughout the world harming the Russian economy. Foreign

investors rushed to dump the not so long ago highly attractive Russian securi-
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ties and convert their rouble proceeds to hard currency for repatriation. The

recently so promising market of short-term government bonds (GKO) — the

market, which had been bringing fabulous dividends to the GKO hold- e
ers — collapsed. This triggered an unprecedented peace- i . -4
time devaluation of rouble, which exceeded the identical - \

devaluation in the countries even more heavily affected by
the financial crisis. The rouble fell four times against the dol- prne? ok \
lar (as compared to two-fold devaluation of national curren- \ :
cies of South Korea, Malaysia and Brazil). \
The global financial crisis resulted in a severe crisis of the :
Russian banking system, disbalancing all segments of the - ;
financial market and provoking the loss of liquidity by major "
banks in the country. Withdrawal of rouble deposits from Sber- \\
bank in August of 1998 made 7.7% of their volume as of August 1, ;
1998. The currency deposit balances decreased by 10.2%. The

Russian Government suspended payments on the overwhelming

part of its foreign and domestic debt. Under these conditions, Sber-
bank remained one of a few Russian banks that continued their

steady operations faultlessly, meeting all obligations to depositors, clients gfb[e)lrebpinsﬁs(%gg;icate
and foreign counteragents.

Besides the challenging workload of meeting the needs of its own clients
and depositors, Sberbank took up servicing deposit obligations of those
largest Russian commercial banks, which became insolvent as a result of the
crisis. Such action was proposed by the Central Bank of the Russian Federa-
tion for implementing special measures to protect individual depositors of the
bankrupt banks. Sberbank repaid about 9 billion roubles to more than 440
thousand former customers of defaulted banks.

Sberbank's stable performance during the crisis increased trust of deposi-
tors and corporate clients towards the Bank and strengthened its positions in
all segments of the financial market.

In 1988, alongside with the inflow of private depositors, the number of cor-
porate clients largely increased. Sberbank's role in servicing local and federal
budgets grew. The number of the Federal Treasury divisions serviced by Sber-
bank increased 1.6 times to make about 40% of their total number by the end
of the year. The Bank expanded its participation in servicing export-import
operations. Under general decline of the Russian foreign trade turnover in
1988, the volume, serviced by Sberbank, had a steady positive growth trend.

There were positive changes in the structure of placement of the Bank's
funds. Sberbank radically refocused its activities from the GKO market to
financing the real sector of economy, and at the beginning of 1999, loans to

industry and construction made half of its credit portfolio.
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The financial resources were allocated primarily

to basic and high-tech production industries. Sber-
bank enhanced its presence in the market of pre-
st P : cious metals. Purchase of bullion gold from the
"..-: - :?“, gold mining industry grew 1.5 times, and pre-sea-
sonal financing of gold-mining enterprises
expanded.
The Bank's performance in 1998 significantly
contributed to overcoming consequences of the
financial crisis, to social and economic stabilisation
and determined the economic growth in 1999 — 2000.
e ot el o TR S The events of the past two years give an
opportunity to evaluate the progress of reforms

in Russian economy, its integration in the global

|
i

N L‘J.iEPI.‘I'.'LTifJ]-hHLIII. CEFTHYHEAT .
3 —a ————— . economy and the potential of the market mecha-
i S — e - g nisms already in place. Given the progress of
;. e BB
H R - °. transition to the market economy, the crisis of
- R . 1998 was not only a disaster for the national
] - - .Y
I i,
l Xy 2 . I economy but also a powerful impetus for its
T emme s e T strengthening. The decreased rouble exchange
rate reduced the demand for imported goods that
Russian Federation became rather expensive. It contributed to competitiveness of Russian goods
State Savings 500 rou-
bles Loan Bond (1998); in both domestic and foreign markets. Attractiveness of the Russian economy
Sberbank’s Savings . . . .
Certificate (2000) for domestic and foreign investors, lenders and businessmen rose to con-

tribute to the post-crisis upsurge of the economy. Alongside with a favourable
situation on the world oil market — high oil prices — all the above factors
resulted in the growth of GDP by 3.2% in 1999 and by 7.7% in 2000, for the first
time during the last 15 years.

Production growth in 1999 — 2000 was evident almost in all branches of
industry and in construction. Foreign trade turnover significantly increased,
particularly in export. Growth of investment activity was also recorded.

In the post-crisis period, Sberbank substantially expanded financing of the
real sector of economy. The share of loans granted to the real sector of econo-
my in the loan portfolio of the Bank increased 1.7 times — from 55% to 90%.
The amount of loans to enterprises of this sector in 1999—2000 increased 6.7
times from 38 billion to 255 billion roubles. By the beginning of 2001, the vol-
ume of the investment loans granted by the Bank reached 36.3 billion roubles.

The largest investment loans were granted to the enterprises of gas, oil-
producing and oil-refining industry, chemistry and petrochemistry, ferrous
and non-ferrous metallurgy, ship-building, aircraft, and food industry,

telecommunication enterprises and export programs of defence industry.
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The dynamics in the credit portfolio is a convincing evidence of Sber-
bank's substantial contribution to the development of the Russian economy.

The General Shareholders' Meeting held in June of 2000 summed up the
results of implementing the Concept of Development to the year 2000. Having
implemented the Development Concept, the Bank has achieved the main
strategic goal set in the Concept — it has become the largest universal finan-
cial institution in the country. By retaining and strengthening its leadership in
retail banking, Sberbank has expanded its activities in other segments of the
Russian financial market. According to the results of the year 2000, it has
retained its leading position in all key banking spheres, primarily, in financing
corporate borrowers, financing investment projects and in application of up-
to-date banking technologies.

The Shareholders' Meeting adopted the Concept of Development for the
next 5 years — up to the year 2005. The strategic goal of the Bank, set by the
new Concept, is to improve services rendered to its clients while maintaining
positions of the largest modern first-class competitive bank of the Eastern
Europe. The Concept outlines the ways to achieve this goal. The increased
capital, trust of depositors, clients and foreign counterparties, highly qualified
personnel, substantial investment in material and technology base create the
necessary preconditions for materialising the new Concept of Development.

At the initial stage of the Concept implementation, the Bank has already
significantly and comprehensively optimised its branch network by consoli-
dating 71 regional banks into 17 Regional Head Offices of Sberbank, provid-
ing banking services to large economic-geographical regions. This will
ensure improved servicing of individual and corporate customers by
enhancing, inter alia, lending opportunities and reducing exe-
cution time for settlements and payments through the branch ‘ o
network. The consolidated Head Offices will undoubtedly further j;‘-?

"

increase their contribution to the social-economic development of gao?

respective regions of Russia. ‘
Successful activities of the Bank in 2000 have been adequately

assessed by domestic and foreign leading experts in banking business. Fitch

IBCA International Rating Agency has rated Sberbank with long-
term and short-term credit ratings at the sovereign ceiling. The
status of Sberbank in the World Savings Banks Institute has also
risen. The Chairman of the Board & CEO of Sberbank was elected
Vice-President of the WSBI. Sberbank has come the winner in the

All-Russian contest of the industrial and financial companies by the

. TP . . Sberbank’s plasti
results of their activities in 2000. For «outstanding achievements and as the ca%rs ?;‘0050? aste

largest Russian economy investor» Sberbank was awarded an honorary title of

the «Bank of the Year».
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KEY PERFORMANCE RESULTS

2000,

I n Sberbank
advanced in implementing strategic

significantly
tasks and achieving five-year goals set in
the Concept of Development to the Year
2005 by strengthening its leading posi-
tion in the key segments of the market.
The return on equity of 20% set

by the Concept was considerably

exceeded and made 35.1%'. The

demand for Sberbank's services
increased. The Bank remains a recog-
nised leader of the domestic banking
system in cash and settlement services,
plastic cards, state securities, foreign
currency exchange and conversion

operations.

FINANCIAL REVIEW

Notwithstanding reorganisation of
and

its management system
restructuring implemented in the second
half of 2000, the Bank achieved impressive
financial results and radically improved

the main components of its economic

growth. The balance-sheet total of the
Bank increased 1.5 times and reached
RUB 1.6 trillion, net assets> grew by 46%,
making RUB 572 billion.

The structure of the Bank's income

has considerably changed. Revenues

Balance Sheet
Total (RUB billion)

1996

1997 1998 1999

! Based on the averaged capital of Sberbank for 2000

2 Calculated according to CBR Instruction No. 17 without decreasing by the reserves for possible loans losses and diminution of securities.
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from lending operations increased 1.7
times, and their share in the income
structure grew from 27 to 48%'. Securi-
ties operations remain an important
source of revenues, making 35% of the
total income of the Bank. Commissions
demonstrated advanced

which

operations

growth rate, ensured an
increased share of the respective rev-
enues in the structure of the Bank's
income up to 8.3% of the total income
for the year 2000. The share of income
from revaluation of foreign currency

balances in the structure of the Bank's

revenues decreased to 4% (nearly six-
fold, as compared to 1999), indicating a
reduced sensitivity of the Bank's finan-
cial results to fluctuations in the foreign
exchange market.

The main item of the Bank's expenses
is interest paid on household deposits. In
2000, the aggregate payments for these
purposes amounted to RUB 40.7 billion.
Rigorous budget discipline and up-to-
date banking technologies contributed to
bringing down administrative and opera-
tional expenses in the structure of

expenses from 12.0% to 9.7%.

Net Profit
(RUB billion)
1997 1998 1999
The annual profit was up by 18% on Shareholders equity of Sberbank

1999 figure and made RUB 16.5 billion.
Net profit after tax grew more than 1.5

times to make RUB 12.7 billion.

increased by 44% and reached RUB 42.7
billion. Reinvested profit provided 97% of
the Bank's capital growth, which allowed

1

operations and making/replenishment of provisions netted.
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Net of income and expenses on interbranch operations. Gains and losses on revaluation of foreign currency account balances, state securities




Shareholders Equity
(RUB billion)

the Bank to substantially decrease immo-
bilisation of capital and improve its quality.

The financials of the Bank show an
increase even when adjusted for inflation,
with the capital growth of 20.2%, net profit
increase of 26.4% and assets growth of
21.6%. The progress is also evident with
the financials expressed in foreign curren-

cy equivalent: capital growth of 38.5%, net

Structure of Working
Assets

1997 1998 1999 2000

profit increase of 45.6% and assets growth
of 40.1%.

Return on assets made 2.64%. Profit
per employee rose from RUB 69,900 to
83,500.

These results were ensured by qualita-
tive changes in the Bank's balance sheet
structure. The rate of working assets

growth (50.3%) was higher than that of

Corporate Loans — 53.9%

Investment in Securities — 38.3%

Balances with The CBR — 3.3%
Interbank Loans and Deposits —1.4%

Loans to Individuals — 3.2%
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total assets (46.2%) or interest bearing lia-
bilities (48.6%).

The prioritised development of lend-
ing operations stipulated by the Concept
was shown by the growth of loans to 58.3%
of all funds placed by the Bank. Lending
to individuals increased 3.3 times for the
last year.

The structure of the Bank's liabilities
has also considerably changed. With the
average 1.5 times growth of deposits,

long-term deposits grew more than 4-

fold. Balances in the accounts of legal
entities demonstrate advanced growth
rate: the share of corporate balances in
the liabilities of the Bank increased from
28.1% to 29.1%.

Improvement of the risk management
system and optimization of the balance-
sheet structure allowed the Bank to sig-
nificantly reduce the level of major mar-
ket risks. Decreased interest rate risk
was ensured by increasing the share of
and

long-term deposits corporate

Structure of Liabilities

«Loro» Account — 0.7%

Deposits of Individuals — 67.1%

Interbank Loans
and Deposits —

0.2%

Balances in Corporate Accounts — 29.1%

Other — 2.9%

accounts balances in the structure of the
Bank's liabilities.

These are the cheapest source of fund-
ing, least sensitive to fluctuations in the
market interest rates. Low volume of the
Bank's investments in corporate securities
(less than 1% of net assets) and rigorous
constraints on the structure of the state

securities portfolio ensure the necessary
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control of the interest rate risk. Conserva-
tive policy in managing currency risk was
realised by decreasing the open balance-
sheet currency position of the Bank from
USD 3.5 billion to 2.8 billion (13.9% of net
assets) and keeping insignificant open
positions in other foreign currencies.
With the accelerated growth of its
credit portfolio the Bank has strength-




ened its centralised system of establish-
ing credit limits, control and manage-
ment of credit risks. Additional measures
were taken to: - control the risk of large
credit exposures, their level and concen-
tration; - enhance requirements to securi-
tization quality; - diversify credit risks
and introduce specialisation in lending
by industries. As a result, the Bank has

essentially improved its credit portfolio

quality: the share of standard grade loans

increased to 91.7%, overdue loans
decreased in absolute figures by RUB 482
million, and their share went down from
4.25% t0 2.3% .

The Bank maintains sufficient safety
margin in respect of all liquidity ratios
established by the Bank of Russia and
strictly follows the liquidity targets set

forth in the Concept.

Retail Banking

tabilisation of political and economic
S situation in the country and growth
of real income of the population, high
level of its trust in Sberbank supported by
the balanced interest rate policy allowed
the Bank to achieve high rate of retail
deposits inflow. The overall annual
increase in private deposit balances made
114 billion in rouble equivalent. The dis-

tinctive feature of the past year was a

higher rate of currency deposits inflow,

with USD 1.1 billion placed with the Bank
by individuals. As of the beginning of
2001, the rouble and currency deposit bal-
ances made RUB 260 billion and USD 2.9
billion, respectively.

Taking advantage of favourable
macroeconomic environment, Sber-
bank continued active market promo-
tion of long-term deposit instruments
for individuals. Three new rouble

deposit products were launched,

Ruble Deposit Balances
(RUB billion)

178.3

112.1 122.1

1996

1997 1998 1999
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including «SB-501» (term deposit for
501 days), «Term Pensioners' Deposit»
and «Special Numbered Deposit» for
the term of 1 year and 1 month, as well
as hard currency deposit «Special
Numbered Deposit in US Dollars» for
the term of 1 year and 1 month. These
products ensured an increased share of
long-term deposits in the structure of
the retail deposits from 2.6% to 12%.

With the extension of the tenor of the

Bank's liabilities, the share of «call»

deposits remained practically
unchanged (27% of the total deposits),
providing for an acceptable funding
cost and allowing to offer favourable
terms to its pension-age depositors.
Young people and the employed
became more engaged in savings and
investments. Clients under 50 hold 53% of
accounts opened with the Bank. Last year
savings products intended for high-
income customers doubled and reached

12% of the total deposits.

Foreign Currency
Deposit Balances
(USD million)

1996 1997 1998 1999

Servicing of non-cash flows for individu-
als expanded. Last year the Bank processed
590 million retail payments in favour of legal
entities and budgets of all levels, totalling
RUB 5%7.5 billion, which is 1.4 times more
than in 1999. The volume of non-cash trans-
fers to the accounts of individuals increased
1.7 times and made RUB 297.2 billion, or
56.1% of total inflow of funds deposited.

The main sources of non-cash trans-

fers to the deposits in the reporting year
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were pension (33.9%) and salary trans-
fers (33.6%). About 10 million pensioners
receive their pensions through the Bank.
Last year over 47 thousand enterprises
and organisations transferred more than
RUB 100 billion of wages to their
employees' accounts opened with the
Bank. Today every tenth employee in
Russia receives wages through Sber-
bank. The volume of grants and royalties
various social

transfers, types of




allowances, insurance payments and
dividends through the Bank is on the
increase.

Transfers of funds of individuals
abroad were carried out by all regional
head offices and made USD 107 million.
Payments from abroad totalled USD 287
million, which is 1.6 times higher than the

previous year.

Currency exchange services were
enhanced, and the buying/selling rates
offered by the Bank became more com-
petitive. In 2000, Sberbank's market share
in foreign currency sales grew from 17.3%
to 23.3%, in purchases, from 15.3% to
17.6%. The aggregate volume of currency
exchange operations went up 1.2 times

and made USD 3.3 billion.

Corporate Services

xpanding the client base and
E improving the quality of services
rendered to the clients are the top priori-
ties in the new Concept of Development.
Combining a comprehensive approach to
the sale of high-quality banking products
and individual work with each client on
the basis of the competitive tariffs, the
Bank has managed not only to retain its
corporate customers that became the
Bank's clients in the post-crisis period,

but to attract new ones as well. Over the

past year, balances on the corporate
accounts increased by RUB 39.1 billion
and USD 150.9 million, and the total
number of such accounts went up by
more than 156 thousand. As of the begin-
ning of 2001, Sberbank handled 23.3% of
the total rouble funds and 10.1% of the
total foreign currency funds of non-state
enterprises on current and settlement
accounts in the commercial banks of the
country. Corporate account balances

nearly doubled over the year in line with

Balances of Corporate
Accounts (RUB billion)

1996

e ——e
1998 TE6E

1997
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the Bank's policy aimed at improving its
medium- and long-term liquidity.

Most of the new accounts were
opened to enterprises in industry
(22%), transport (21%), construction
(20%) and agriculture (29%). Enterpris-
es of light and food industries serviced
by Sberbank constitute 25% of its
clients from the real sector of econo-
my. The

respective figures for

machine-building and metallurgy are

14%, wood and wood-processing
industry 14%, chemical and fuel-ener-
gy industry 10%.

Among the biggest clients of Sberbank
there are: «Tyumen Oil Company», «Rost-
elecom», «OIL COMPANY LUKOILy,
«Vympelcom», «Krasny Octyabr», «Baltic
Brewery», «Petmol», «GAZ», «UAZ»,
«Zavod Krasnoye Sormovo», «Lebedinsky
GOK», «Oskol

Plant», ARCO and many others.

Electrometallurgical

1998 e P{0[0]0)

Number of Export/Import Deal

(in thousands)

1998 1999 P{0[0[0)

28

Total Value of Export LCs
advised and Import LCs
opened by Sberbank

(in USD million)

Passports Executes by Sberbank



Enhanced servicing of exporters
and importers ensured 39% growth of
trade finance operations under export-
import contracts of the Bank's clients,
bringing their total value to USD 10 bil-
lion, including the increase of com-
modity contracts total value up to USD
7.8 billion.

The number of executed deal pass-
ports grew by 35%. The total amount of
advised Letters of Credit and guarantees
was up by 41% and reached USD 723 mil-
lion. The major foreign trade partners of
Sberbank's clients are companies from the
USA, Germany, China, Switzerland and

Great Britain.

Extensively using documentary oper-
ations in their foreign trade activities,
the Bank's clients significantly reduced
their foreign trade risks. They have
increased the number of import con-
tracts on delivery of machinery and
equipment for different industries using

LCs. The number of documentary LCs

opened by Sberbank under the credit
lines of foreign banks grows. Successful
implementation of the agreement
between Sberbank and the European
Bank for Reconstruction and Develop-
ment on foreign trade concluded in
March of 2000 gave the Bank's clients an
opportunity to import goods with a two-
year grace period and best pricing.

The Bank's comprehensive
approach to the improvement of cash
services to the clients ensured 22%
growth in their number. The number of
outlets provided with the collection
services reached 25,000. In 2000, the
Bank collected over RUB 181 billion of
clients' proceeds, which is 1.4 times
more than in 1999.

The Promissory Note program of the
Bank was also intensively developed: the
Bank doubled the Promissory Notes pay-
ment turnover to RUB 409.6 billion. By the
end of year the total amount of the

Promissory Notes outstanding reached
RUB 33.6 billion.

Cash Collection Services Provided
by Sberbank (RUB billion)

Cash collection from the Bank’s clients

=
@ Cash delivery to the Bank’s clients
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Lending

n 2000, the Bank's top priority was to
Iincrease its loan portfolio by intensi-
fied crediting of the real economy, social-
ly important regional programs, wider
range of lending services offered to cor-
porate clients, larger volumes of retail
loans with simultaneous improvement of
the loan portfolio quality. In 2000, Sber-

bank carried out all types of lending to

enterprises and institutions in all indus-
tries. The Bank is the leader in the bank-
ing system of the country by the maxi-
mum size of loans to a single borrower
and by their tenor.

Last year the amount of credits extend-
ed by Sberbank to legal entities and indi-
viduals totalled RUB 612 billion and USD

15 billion. The Bank has increased the vol-

1996 1997 1998

Loans outstanding
(RUB billion)

ume of its loan portfolio 1.7 times and
essentially changed the structure of the
portfolio by increasing 2.2 times lending
to real economy to RUB 243 billion.
Investments in industry formed the
biggest share of the loan portfolio — RUB
140 billion, which makes 49.9% (2.7 times
growth for the year). Lending to the con-

struction industry increased 1.3 times and
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reached RUB 20.5 billion. Lending to
enterprises of trade and trade intermedi-
aries was up 2.3 times and exceeded RUB
36 billion.

Considerable volume of lending was
provided to the largest companies of fed-
eral importance, such as Russian «United
Russia» and

Energy System of

«Gazprom». Sberbank continued its busi-




Structure of Sberbank’s Loan Portfolio as of January 1, 2001

Others — 29.74 %

Oil and gas industry — 20.83 %

Trade and trade
intermediaries — 13.03 %

Other industries — 12.54 %

Machine-building — 4.50 %

Food industry — 5.07 %

Metallurgy — 7.00 %

ness relationship with «Tyumen Oil
Company, «OIL COMPANY LUKOIL»,
and «Nord Oil». Substantial credit
resources were also directed for the
development of aluminium production
(«Russian Aluminium», «Bratsk Alumini-
um Plant», «Krasnoyarsk Aluminium
Plant»). Sberbank extends loans to the
leaders of national non-ferrous metallur-
gical industry — «Norilsk Mining Com-
pany» and «Norilsk Mining and Metal-
lurgical Industrial Complex». It also
continues cooperation with «Acron»
company, which is one of the biggest
producers of fertilisers both in Russia and
internationally. Large credits were grant-
ed to metallurgical enterprises, such as
«Severstaly, «URALELECTROMED»,
«Siberia-Ural Aluminium Company»,
«Taganrog Metallurgical Plant», and
«Chelyabinsk Pipe-Rolling Plant»; enter-

prises of oil producing industry, such as

«Tatneft»; enterprises of paper industry —
«Arkhbum» and «Solombala PPMy»;
machine-building and telecommunica-
tion companies, including «GAZ» and
«Uralsviazinform», as well as State Enter-

prise «Crystal» in jewellery industry.

Lending to regional executive bodies
was focused on important investment and
social programmes. Loans outstanding
under such type of operations totalled
RUB 14.6 billion, or 5.2% of the overall
lending by the Bank.

Taking into account the demand of
the national economy in long-term
investments, Sberbank increased the vol-
ume of long-term crediting, concentrat-
ing in the most investment-attractive
industries. Improved investment climate
in Russia facilitated further development

of project financing. The Bank is current-
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ly financing large projects in ferrous and
non-ferrous metallurgy («Oskol Elec-
trometallurgical Plant» and «Magnito-
gorsk Iron and Steel Works»), fuel and
energy industry (ZAO «LUKOIL-
PERM»). The Bank continues investment
support of the telecommunication indus-
try («Vympel Communications», «Rost-
elecom» Group, «Russian Satellite Com-
munications Company»), large transport
enterprises («North-Western Fleet» and
«Siberia Airline» Company). Consider-

able resources were invested in the food

industry («Nizhni Novgorod Fat-and-Oil

Plant», «Afanasy-Pivo» Brewery,
«Rossiyskie Semenay).

Lending to housing and commercial
construction industry was intensively
developed. As of January 1, 2001 Sber-
bank has financed 187 construction pro-
jects totalling over 900,000 square
meters, including 700,000 square
meters of housing and 100,000 square
meters of office premises. More than
250,000 square meters of housing (over

3,000 apartments) and 5,000 square

Investment and Project
Financing Portfolio Growth
(RUB billion)

meters of office premises were sold

under the construction projects
financed by Sberbank in 2000.
One of the priorities defined

by the Concept of Development to
the Year 2005 is facilitating export-

import operations.
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The volume of financing of foreign
trade operations has increased 1.84 times
including 2.3 times growth of pre-export
financing and 1.93 times growth of financ-
ing import operations using LCs.

In 2000, in cooperation with the Euro-

pean Bank for Reconstruction and Devel-




Structure of Investment and Project Financing Portfolio as

of January 1, 2001

Services — 1.2%

Other industries — 2.1%

Industry — 32.1%

Agriculture — 1.9%

Transport — 2.8%

Trade and public
catering — 0.4%

] Bk, ] ':'l

Communications —1516%

Cansitliction=—4410%

opment (EBRD), Sberbank granted 8,211
loans within the framework of the Russia
Small Business Program. High quality of

credit operations and efficient use of

funds by Sberbank allowed EBRD to
increase its limit for Sberbank under this
Program from USD 20 million to USD 50

million.

Retail Loans Outstanding
(RUB billion)

1999 2{00]0)
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Sberbank intensively developed vari-
ous lines of guarantee business, issuing all
types of bank guarantees, including,
among others, due execution of the con-
tract, advance repayment and customs
guarantees. The volume of such instru-
ments issued during the year exceeded
RUB 1 billion.

In 2000, rouble and foreign currency
lending to individuals developed at the
accelerated rate. The total amount of

loans granted to individuals in 2000 made

RUB 25 billion and USD 36.3 million.
Retail loans outstanding increased by
RUB 13.0 billion (3.3-fold growth). A new
lending product for youth «Loan for Edu-
cation» was elaborated and launched.
Within the framework of the Presidential
Program «State Housing Certificates»,
Sberbank continued to extend credits to
army officers to purchase housing; 13,115
special accounts were opened to holders
of the State Housing Certificates with the
total balance of RUB 2.7 billion.

STOCK MARKET OPERATIONS

n spite of the decrease of the share of
I securities in the structure of Sber-
bank's assets, the volume of its securities
portfolio grew by 18% and exceeded RUB
180 billion. State securities still make the
bulk of the portfolio with 97.4%. Invest-
ment in GKO-OFZ bonds reached RUB
57.9 billion. Investment in state securities
denominated in foreign currency
remained at the level of 1999. By the end
of 2000, Sberbank's investment in sub-
federal debt decreased by more than a
half to RUB 869.8 million.

Sberbank's investments in the equity
of joint-stock companies and limited lia-
bility companies totalled RUB 2.4 billion,
or less than 0.5% of net assets as of Janu-
ary 1, 2001. Taking into account high risk
of this segment of the market, Sberbank

does not consider such operations to be a
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substantial source of income. Setting low
limits on its trading portfolio, Sberbank
simultaneously improves the techniques
of conducting operations to ensure higher

quality of customers' orders execution.

To provide comprehensive services to
its customers in the securities market,
Sberbank continued to develop its cus-
tody services. As of the end of 2000, the
Depositary of Sberbank opened 10,000
safe custody accounts to keep record of
5.5 trillion items of securities. Presently, it
provides the full range of services and has
correspondent relationships with the
biggest depositaries and registrars. In
November, 2000 Sberbank received the
licence to act as a specialised depositary
for servicing non-state pension and mutu-

al investment funds.




PRECIOUS METALS OPERATIONS

he Bank has consolidated its posi-
T tion in all segments of the domes-
tic and international markets of pre-
cious metals. Complex servicing of gold
mining enterprises, including pre-sea-
sonal loans, allowed 15% growth in the
purchases of bar gold from miners. To

ensure the year-round deliveries of pre-

cious metals, Sberbank began long-
term financing of enterprises producing
gold ore and developing new gold-plac-
er fields. In 2000, 23 tons of gold were
delivered to the vaults of Sberbank
under agreements on purchase and sale
of precious metals. Introduction of

unallocated precious metal accounts for

Purchasing Bar Gold from
Gold Mining Enterprises (in tons)

interbranch settlements cut down the
execution time of settlements with
gold-miners.

Operations on the international
market of precious metals continue,
with the turnover making one fifth of

the total volume of the respective

Bank's operations. The retail market
operations also grow: currently the
Bank's branches sell gold in measured
bars to individuals in 52 regions of Rus-
sia. The Bank sold 550 kg of gold and
more than 141,000 precious metal

coins to individuals.

35



CARDS

he share of Sberbank in the Russian
T market of plastic cards makes about
25%. The Bank maintained high rate of
issuing bank cards and significantly
improved the respective servicing infra-
structure. In 2000, the total number of
cards issued increased 1.5 times and
exceeded 2.2 million pieces. The rouble
and foreign currency balances of plastic
card accounts increased 2.9 and 1.8 times,
respectively. Banking products designed
for corporate clients (VISA Business,

Eurocard/MasterCard Business interna-

tional cards) were actively promoted on
the market. The Bank's proprietary pro-
gram of issuing SBERCARD microchip
cards successfully developed. These cards
can be used independently of the local
communications structure. Over the year,
more than one thousand points of sale
became clients of Sberbank, and the
aggregate volume of business grew ten-
fold against 1999. The Bank started ren-
dering processing services to other com-
mercial banks. Sberbank undertook the

functions of a Settlement Agent under the

01.01.99

01.0100 01.01.01

Issuance of Bank Cards by
Sberbank (thousands)

Microchip SBERCARD
5 International Payment Systems

Agreement with Europay International
S.A, which was an important event in the
year 2000. Within the framework of the

Agreement 29 special correspondent
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accounts were opened to the member-
banks of the domestic settlement system
for servicing cards of the international

payment system.




OPERATIONS IN THE MONEY AND FX
MARKETS

berbank has proved its status of mar-
S ket-maker both in the money and FX
markets. In 2000, turnover on conversion
operations of the Bank on the rouble/dol-
lar market alone exceeded USD 20 billion.
The Bank's experience on the domestic
and international FX markets allows it to
reduce clients' exchange rate risks and to
quote most favourable rates when carry-
ing out conversion operations for clients
in actually all world currencies.
Sberbank remains one of the largest
operators in the banknote business and
carries out a full range of operations with

more than 20 currencies. The share of

Sberbank in the import of banknotes to
Russia is over 20%, the respective share for
the export exceeds 50%. The list of curren-
cies in which banknote operations can be
carried out by the Bank has considerably
expanded.

The Bank maintains its leading posi-
tion in the Russian market in operations
with the Ukrainian grivna, Belarussian
rouble, Kazakh tenge, currencies of the
Baltic states, Czech krone, Polish zloty,
Indian (settlement) rupee, remaining the
only bank in Russia that can offer its
clients such a wide range of services for

currencies of limited convertibility.

SETTLEMENT SYSTEM

he key competitive advantage of the
T Bank is its country-wide branch net-
work integrated by the unified settlement
system, which allows to make payments,
actually, to any region in Russia. The
development of the proprietary settle-
ment system, facilitating interregional
real-time settlements, became the basis
for growth in servicing non-cash flows of
corporate clients. In 2000, about 200 mil-
lion clients' payments in roubles and for-
eign currency were processed by the set-
tlement system of Sberbank.
To service its clients focused on opera-
tions with foreign counterparties, the
Bank maintains a wide network of corre-

spondent relationships abroad, compris-

ing 51 accounts including two multicur-
rency ones, opened in the largest foreign
institutions, 11 accounts in the banks of
CIS and Baltic for cross-border settle-
ments therewith, and 15 accounts in resi-
dent banks. The number of credit organi-
sations (both resident and non-resident)
that benefit from the Bank's settlement
network and open «Loro» accounts with
the Bank grows. As of January 1, 2001, the
correspondent «Loro» account network
comprised 995 accounts, including 616 in
the currency of the Russian Federation
and 379 in foreign currency.

Sberbank acts as a Clearing Bank for
stock

operations on the Moscow

exchange (154 participants).
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PERSONNEL MANAGEMENT

C onsidering the growth of its staff

potential as the main condition for
achieving its strategic goals, last year
Sberbank focused on the qualitative
improvement of its personnel, optimising
its number and raising the efficiency of
personnel recruiting and assignment. Dur-
ing the past year, 5,000 employees gradu-
ated from institutes and academies with-
out interrupting their work at the Bank;

78,243 employees took full-time studies to

raise their qualification and 3,331 employ-
ees took individual on-the-job training
courses in banking. Employees under 30
made over 30% of the Bank's staff. Certifi-
cation of personnel has been continued.
Over 21,000 people were attested. Branch
network reorganisation allowed the Bank
to optimise its human resource base: in
2000, the number of the Bank's employees
was reduced by 4,028 (2.0 %), and as of
January 1, 2001 made 199,857.

ORGANISATIONAL STRUCTURE AND
BRANCH NETWORK

onsolidation of regional banks has
C allowed to strengthen their invest-
ment capacity, broaden opportunities for
participation in important regional invest-
ment projects and economic development
programs and to redistribute part of
authority from the centre to the regions.

As a result of the merger of the
Moscow city office of Sberbank with the
Central Head Office the Bank is now
represented in Moscow by a single
banking institution. Reduction in the
number of management layers creates
the conditions for further improvement
of servicing clients and cutting manage-
ment costs.

The branch network optimisation con-
tinued. The branches with low cost-effec-
tiveness and small volumes of operations
were

reorganised in supplementary
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offices of effectively operating branches
or regional banks. In 2000 the Board of the
Bank, having considered applications of
regional banks, made a decision on reor-
ganisation of 288 branches. This decision
was also approved by the Supervisory
Board of Sberbank. Simultaneously with
consolidation, more than 200 new branch-
es of Sberbank were opened in the
regions. They provide standard set of ser-
vices, as well as specific or individual ser-
vices to their clients.

Optimising its long-term investments,
Sberbank decreased the number of the
consolidated bank group members from
97 to 78 entities, including 41 subsidiaries
and 7 affiliated companies. The volume of
funds invested in the subsidiaries and
affiliates is insignificant and makes less

than 0.05% of the Bank's net assets.




CHARITY AND SPONSORSHIP ACTIVITIES

n 2000, developing long-time tradi-
Itions, Sberbank continued its charity
and sponsorship activities. Special atten-
tion was paid to rendering financial sup-
port to socially unprotected categories,
including the disabled, orphans, children
from poor families, members of the fami-
lies of servicemen Kkilled in action or when
executing their duty, victims of natural
disasters and terrorist acts.

Funds were allocated to support casu-
alties of anti-terrorist actions in the
North Caucasus and to the members of
families of those killed in action. Sub-
stantial assistance was provided to the
Military Clinical Hospital named after
academician N.N. Burdenko at the Min-
istry of Defence of Russia for treatment of
servicemen gravely wounded in the
«hot» points of the country; to «Elvira»
Society for Social Support of Blind and
Deaf - for medical rehabilitation and
social support of disabled; to interregion-
al charitable public organisation «Asso-

ciation of Haemophilia Patients» and to

the regional public organisation «Chil-
dren Oncology: Doctors and Parents
Together» for treatment of children. As
everywhere through Russia, employees
of Sberbank took close to heart the
tragedy of August, 2000 in the Barents
Sea when «Kursk» nuclear submarine
sank together with the crew.
Sponsorship activities were carried
out to support Russian culture, art and
science. Social support was rendered to
a number of Moscow theatres. The Bank
rendered financial assistance for prepa-
ration and staging of the Third World
Theatrical Olympiad 2001 in Moscow.
On applications of some foundations
and public organisations, Sberbank
branches and sub-branches collected
free of charge voluntary donations and
contributions of individuals and
informed broad public of these charity
actions. The Bank continued donating
personal computers and other technical

devices to Moscow educational organi-

sations for children.
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BANKING RATIOS OF SBERBANK
AS OF JANUARY 1, 2001

Standard

Ne Requirement

N1 Capital adequacy min10% 10.5%

Ne2 Quick liquidity ratio min 20% 85.6%

Neg Current liquidiity ratio min 70% 741%

No4 Long-term liquidity ratio max 120% 90.3%

No5 General liquidity ratio min 20% 42.9%

No6 Maximum exposure 10 a single borrower max 25% 81.4%"
or a group of related borrowers

Ne7 Large exposure ratio max 800% 210.2%

Nog Maximum exposure to a single creditor (depositor) max 25% 7.9%

N9 Maximum shareholder exposure max 20% 0.0%

Ne9. 1 Total exposure to shareholders max 50% 0.0%

N10 Maximum exposure to related parties max 2% 0.0%
(loans, guarantees and sureties to insiders included)

Ne10.1 | Total exposure to related parties (loans, guarantees and max 3% 0.5%
sureties to insiders included)

Nett.1 | Commitments to non-resident banks and non-resident max 400% 4.0%
financial institutions

No12 Own equity (capital) used for investments in other entities max 25% 0.6%

Ne12.1 | Own equity (capital) used for investment into max 5% 0.2%
a single legal entity

Ne13 Promissory notes exposure max 100% 78.7%

Not4 Liquidity of precious metals operations min10% —

*As per letters of CBR (Ne016-15-3/3564 dd. 07.08.00; Ne016-15-3/324 dd. 17.01.01).
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PRICEWATERHOUSE(QOPERS

ZAO PricewaterhouseCoopers Audit
Kosmodamianskaya Nab. 52, Bld. 5
113054 Moscow

Russia

Telephone +7 (095) 967 6000
Facsimile +7 (095) 967 6001

Statutory Audit Report of the independent audit firm

Closed joint-stock company «PricewaterhouseCoopers Audit»
on the statutory accounting reports of

Joint-Stock Commercial Savings Bank of the Russian Federation
(open joint-stock company),

prepared in conformity with Statutory requirements

in respect of its business activity

for the year ended 31 December 2000

FINAL PART

To the shareholders of Joint-Stock Commercial Savings bank of the Russian Federation (open
joint-stock company):

1 We have audited the accompanying 2000 statutory accounting reports of Joint-Stock Commercial Savings
bank of the Russian Federation (open joint-stock company) (hereinafter — the Bank). These statutory
accounting reports were prepared by the management of the Bank in accordance with the Chart of
Accounts for credit institutions prescribed by the Bank of Russia and other regulatory documents. These
statutory accounting reports differ significantly from financial statements prepared in accordance with
International Accounting Standards mainly in areas of valuation of assets and capital, recognition of liabil
ities, and disclosure.

2 Preparation of the statutory accounting reports is the responsibility of the management of the Bank. Our
responsibility as statutory auditors is to express an opinion on the trustworthiness in all material aspects of
these statutory accounting reports based on our audit.

3 We conducted our statutory audit in accordance with:

The Temporary Rules of Audit Activity in the Russian Federation adopted by Decree of the Presi-
dent of the Russian Federation No 2263 of 22 December 1993;

The Regulations of the Bank of Russia «On the order of compiling and presenting to the Bank of
Russia the Audit report on the results of checking the credit institution's activity for the reporting

year» No 10-P of 23 December 1997

The rules and standards on Auditing approved by the Commission on Audit Activity under the

President of the Russian Federation;
wWYHES .
oy
: @@ﬂmﬂh

-

The firm is an authorized licensee of the tradename and logo of Pric
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PRICEWATERHOUSE(QOPERS

The Rule (Standard) of Banking Auditing approved by Expert Committee under the Bank
of Russia;

International Standards on Auditing; and
Internal standards of the firm.

These standards require that we plan and perform the statutory audit to obtain reasonable assurance about
whether the statutory accounting reports are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statutory accounting reports. An
audit also includes assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall presentation of the statutory accounting reports in order to assess
compliance with laws and current regulations of the Russian Federation. We reviewed a sample of busi-
ness transactions of the Bank for compliance with the effective legislation solely to obtain sufficient assur-
ance that statutory accounting reports are free of material misstatements. We believe that our statutory
audit provides a reasonable basis for our opinion.

4 In our opinion the audited annual statutory accounting reports are prepared in all material aspects in
accordance with legislation and statutory requirements regulating the procedure for accounting and
preparation of statutory accounting reports in the Russian Federation and the principles of accounting
accepted in the Russian Federation. On this basis, the proper preparation of the balance sheet and of the
profit and loss account is confirmed.

Director of the closed joint-stock company

«PricewaterhouseCoopers Audit» m Basunia

Statutory auditor O.A. Kucherova

28 April 2000

TRANSLATOR’S EXPLANATORY NOTE:
The above translation of the auditor’s report is provided as a fiee translation from Russian, which is the official and binding version. This English translation does
not contain the English translation of the accounting and published reports, which are included in the official Russian version of the auditor’s report.
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BALANCE SHEET
as of January 1, 2001

of Sberbank (Joint Stock Commercial Savings Bank of the Russian Federation).
Registration number 1481 dated 12.08.1999

Address: 19 Vavilova St., 117997 Moscow, Russia BIC - 044525225

ASSETS (RUB/ths)
1. Cash and balances at the Central Bank 78,012,819
2. State securities 175,686,608
3. Due from lending institutions 1,139,960
4. Netinvestmentsin securities for resale (item 4.1 less item 4.2) 2,498,943
4.1, Securities for resale (book value) 2,932,700
4.2. Provision for possible diminution of securities value 433,757
5. Loans and other receivables 281,049,533
6.  Accrued interest (including interest overdue) 4,933,583
7. Lease receivables 88,834
8.  Provisions for possible loss 17,336,119
9.  Net loans outstanding (item 5 less item 7) 263,713,434
10. Fixed and intangible assets, disposable materials, low value and short life items 21,802,675
11. Netinvestment in securities held to maturity and equity participation (item 11.1 less item 11.2) 958,460
11. 1. Long-term investment in securities held to maturity and equity participation (book value) 1,494,261
11.2. Provision for possible diminution in value of securities held to maturity and equity participation 535,801
12. Prepaid expenses on other activities 473,968
13.  Other assets 4,552,834
14. Total assets (items 1 +2+3+4+5a+6+8+9+10+11+12+13) 553,862,118
LIABILITIES

15.  Due to the Central Bank of Russia 0
16. Due to lending institutions 4,941,511
17. Claims of customers 462,730,371
17.1 Deposits from individual customers included 340,823,692
18. Deferred revenues from other operations 7,967
19. Debt instruments issued 34,999,114
20. Otbher liabilities 8,510,404
21.  Reserves for possible loss on debtors' claims, risks and commitments 0
22. Total liabilities (items 15+ 16+ 17+ 18+ 19+20+21) 511,189,367
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EQUITY

23. Share capital - Shareholders' funds, including: 750,100
23.1. Registered ordinary shares 700,100
23.2. Registered preference shares 50,000
23.3. Non-registered share capital of non-joint-stock banks 0
24, Treasury stock 0
25.  Share premium 828,598
26. Retained earnings, other funds, capital surplus 38,258,137
27. Fixed assets revaluation 2,629,956
28. Profit (loss) for the accounting period 16,466,352
29. Dividends payable from the profit of the accounting period 0
30. Allocated profit (net of dividends) 15,703,863
31.  Undistributed profit (item 28 less item 29 less item 30) 762,489
32. Expenses and risks affecting equity 556,529
33. Total shareholders' equity 42,672,751
(item 23 less item 23.3 less item 24 + 25 + 26 + 27 + 31 less item 32)

34. Total liabilities and shareholders' equity (items 22 + 23.3 + 33) 553,862,118
OFF-BALANCE COMMITMENTS

35. Irrevocable commitments 64,501,523
36. Guarantees issued 503,858

Trust account operations not carried out
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STATEMENT OF INCOME
FOR THE YEAR 2000

of Sberbank (Joint Stock Commercial Savings Bank of the Russian Federation).
Registration number 1481 dated 12.08.1999
Address: 19 Vavilova St., 117997 Moscow, Russia BIC - 044525225

ITEMS OF INCOME STATEMENT (RUB /ths)
Interest and other income received from:
1.  Loans to banks, deposits and accounts with banks 5,982,869
2. Loans to other customers 42,456,681
3.  Fundsinleasing 5,896
4. Fixed income securities 24,104,552
5. Other sources 154,628
6.  Total interest and other income received 72,704,626
(sum of items from 1 to J)
Interest paid and other expenses on:
Funds of banks, including loans and deposits 385,619
. Funds of other clients, including loans and deposits 42,851,933
9.  Debt securities issued 565,611
10. Rent payable 782,168
11. Total interest paid and other expenses 44,585,331
(sum of items from 7 to 10)
12.  Net interest and other income (item 6 less item 11) 28,119,295
13. Commission income 7,140,550
14.  Commission expenses 220,771
15.  Net commission income (item 13 less item 14) 6,919,779
Other operating income:
16. Income on operations with foreign currency and other currency valuables, 186,591,257
including income from currency balances revaluation
17.  Income from transactions of purchase/sale of precious 13,524,652
metals, securities and other assets, positive revaluation of
precious metals, securities and other assets
18. Dividends received 15,828
19. Other current income 24,557,539
20. Total other operating income (sum of items from 16 to 19) 224,689,276
21. Current income (item 12 + item 15 + item 20) 259,728,350
Other operating expenses:
22.  Payroll 20,484,724
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23. Maintenance expenses 28,928,933

24. Expenses on operations with foreign currency and 179,766,079
other currency valuables, including
currency balances revaluation

25. Expenses on transactions of purchase/sale of precious
metals, securities and other assets, REPO transactions,

negative revaluation of precious metals and securities 3,485,240
26. Other current expenses 5,722,341
27. Total of other operating expenses (sum of items from 22 to 26) 238,387,317
28. Net current income before provisioning and 21,341,033

sundry income (item 21 less item 27)
29. Change in loan loss provision 5,090,899
30. Change in provision for diminution of securities value -210,101
31. Change in other provisions -6,117
32. Net current income less sundry income 16,466,352

(item 28 less items 29, 30 and 31)
33. Sundry income less sundry expenses 0
34.  Net income (sundries included) before taxation (item 32 + item 33) 16,466,352
35. Income tax 3,758,190
36. Deferred income tax 0
36a Sundry expenses after taxation 0
37. Net profit (loss) for the accounting period (item 34 less items 36 and 36a) 16,466,352

Chairman of the Board and CEO
of the Savings Bank of the Russian Federation

Chief Accountant
Director of the Accounting Department

of the Savings Bank of the Russian Federation Andrei V. Kruzhalov

The analysed annual accounting statements in all material aspects have been prepared in accordance with legislation
and rules, governing accounting procedure and preparation of accounting statements in the Russian Federation, as well as
recognised principles of accounting.

Reliability of the balance sheet and the statement of income is certified.

The information concerning the above presented data is contained in the audit report on reliability of the financial state-
ments of the credit institution as at 1 of January 2001.

»  name of the company: Closed joint-stock company «PricewaterhouseCoopers Audit»
n license # 0067

n  date of issue of the license: 08 September, 2000

»  validity of the license: three years from 08 September 2000
= Managing Director:
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FALE Pricewaterhowsel mpors Audib
Koamodpmsianskaya nah. 515

1 1L HEH Mioscow

Huszia

lelephone 7 ((F ) 047 S0
Faczimela +7 [p05) 96T 0]

AUDITOES' REFORET

T thee Sharehobders and Supervisory Counchl of the Savings Bank of the Russtan Federation:

We have auclied the accompanymg balanes sheet of il Savings Bank of the Russian Federation (the “Bank") a5 a1
11 December 20400, and the related statements of income, of cash flows amd of changes in shareholders” egquaty for
the year then ended. These financial statements are the responsibility of the Bank's Managemen, Cur responsibility

i lo express an opinson on these financial statements based an our audid.

We comducted our amdil in accondance wilth Inlematronal Standards an Awdinng. Those standands megquire that we
plan and perfomm the andit 10 obtain reasonable assurance ahout whether ihe financial statements are free of material
misstaterment. An audil meludes examining. on a lest basis, evulence supponting e amousts and dischosares in the
financial statemenes. An audit also incledes assessing the accounting principles used amd sipnificant sstimales made
by Manapement, as well as evaluating the overall financial statement presentation. We believe that our sudit
provides a reasonable basis For our opmen,

In our opmeon, the acoompanymg linancial stalements present Gaidy, in all matenal respocts, the linancil possieon

of the Bank as at 31 December 20000 and the results of its operations and its cash fBows for the year then emded in
secordance wilh Inernaional Accounimg Standands,

bicotthonbopus

Moscow, Russia

20 June MK

The: e i i anibanond oomee OF L rsdomame ored bogo off Prcessicybousol copen
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Sawimgps Hawk of tke Rugslan Fedesation
Balauce Shert @v ar 3 Deceaber 2000

fim thaunanay af’ Rarodan Roabler be irrms of dhe parchaiiog pesar of the Riciidis ol @ 1) Deddender 2000 - Ve )

Mot 20 19
s {restatid)

Ansris
Cash and cask equavalents 4 I E1Y 065 25 565 415
Mlundatory cash balanies with the Centrgl Bank of the Kusswin

Federation 41 I3 192 16 811 435
Diealisr securings i 30255 059 G B 255
De from banks T 20 °TaT BE3 1% w5 421
Lnars and advances en casiomers ] 242 298 GG I O & BOT
Irveshmnl ecisnt el u 1 35 XRINES 154 Jed 30
Chher mvestmenis 11 116 B3 435 1%
Ciher assets 11 13 3 075 15 Te< TER
Premises and equipment 12 43 448 0 47 E60 59T
Tkl assids S50 b46 503 444 1349 501
Liahbibities
Dhae 1o banks 13 4 154 740 8 350 0la
Deposits from individuals 14 MTOTI A2 273 AT
CUSTOIMET OO0 UmE 14 115 0l 151 BE 004 25%
Cram sevurilics rssucd 1% kEL R SpE1E §21
Ciher borrowed Tunds 146 563 2H) 44 Al
Cxher liabalinies 17 T 059 304 0 GBI 532
Total Eabilities S04 @60 974 £11 621 035
Sharchelders’ equity
Share capansl 14 145 105 76K 15 103 %83
Share premium 19 3 DOiE S 3 {1
Revalwateon reserve for premises and egeipment 12 2o a2 I T43 973
Rietasteiad caarmiangs and other regcmes . || 15 16T 479 12362 110
Total sharehalders' eguity 41 585 589 13 18 Teh
T'ntal liabilities xnd sharehslders' eguity 40 G 563 44d B39 B0

Signed an hehalf of the Board of Directars on 19 June 2001

-

y

Chief Accgtimfant
Kruzhalov &.%.

The sates sl oul o pages 5 5 1K lomm am mnlegral part of these licsancial stalemenls
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Kovings Bank of the Rusvian Federafon
Srarement of fucoms for e Vear Ended 8] Decessber 2000

{24 phoigaaly o Baanir Boabvis i revms of Uiy pnchaaing pever o he Burion Bondse o 11 Decerober 2060 - Nowe 2

Node 2004 1 4
{restabed}
Imierest income on loans b | 53 251 567 3E 202 367
Irerest income on seoanties | IZ938 1M 4] ML 3
Ieserca expeise ] | {49 170 24Ty {51 TOE T4
Nt inberest income aToesn 08 D S0
Provision lor lesses on loans and advances TE 6960 417§ {00 4T TR
Ml interest ingomi &Mer previsien for losses on bosns and
wlvances 050 094 T s g4
Gains bes=s losses ansing from seositics 6673 406G 4 () 3RS
Ciaing hess lasses ansing fram deading in foregn cusressics 1746 815 5302 442
Foreign exchange transkalion gains less losses 4 156 045 25 480 179
Fee and commussion imcome 12 TT71 765 5 g 50T
Fer smd commission expense ] |241 9816) {3XT 245}
Other aperating income 23 2510 00 3 35% 524
Mel revenues L) 66T 072 55040 118
Sall onss (23 0E% Bi6) (200 37T 22T
Cipevating expenges 25 (17 209 262) (17 353 223)
{Provisian) / recovery on uncollectable gains on forward foreign
cuglinge coniresis in {354 911) 219 T8
Recovery of provision for diminution in valee of federal government
SECHNTIEE ] W (159 E
Reamery of / (pravissmn) Tor diminuizon in valug ol mvestment
seouniies and olher invesimenis LA 597 418 (179 281K
Recovery of / (provissen) for credit reloicd commitments L11] 51748 {50 0d1))
Monclary g | 437 942 7 3ap 308
Profit before taxation 16 591 57 Id 670 diad
Taxmiios 2% (5429 281 [ 4947 226)
Net profit 11 183 &E6 19732 238
Earnings per share (eapressed in BR per share) i Tl A4S 1 408.99

The modes sct oul on pages 5 o 3E form an evegral part of these financial siaiemenis.
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Favings Bawk off the Rusrian Federation
Sratewient af Cazh Flows for the Feor Ended 31 December 1000

rmmdw@rrﬂmﬁwmmwﬁ'ﬁﬁwh%ﬂﬂ e ber J000 — Mgt 3)

Mate 111 1994
(restated)
Cash Flows Frem Operating Activitles
Imiezest received on loans 52685318 AT 170 308
Iriieresi received on invesomens securities 20 48 RS 31T S
Imierest paid (47430 117} (5T FES 445}
Reahiged pang less bosses from dealisg in secunties L i 552 TH
Realised pains less bosses from dealisg in Foreign curmeney 3 0S0 074 {56 195}
Commisssons received TTTL TaS 5 941 B56
‘Commissions paid (241 REO) {314 EXX)
Ciithcr operating income received 2 159 434 EQEY ]
Gen ok and othe i paid ﬁi?i'iﬂﬁ% H;;‘?m:
& e s ve: ather apermiing expenses
Imziee tax paid (3 769 DEE) {3 507 &)
(perating prefiis){losses) before changes in operating assels and 10841 580 (15 279 179)
Met cash (increase)’decrease from sperating assets and
Ml mdrease in mdndabery cash balinces with e CBEF (14 458 707} (18 315 501
Mel imcrease in dealing securilies (22 140 T5E) (8 25T 411)
Mt imcrease in dise from banks (311 TAI) (11621 971}
et imcrease in baans and advances to customers 27 693 &5 {11 630 556)
Mer decreass in iNVEsIEnT S2Curines X4 314 GEE | 6 856 AT2
Met degrease in other asseis 1 (M0 HE 205 127
Mel (deereascpinencase in depasits om banks (4 252 20Ky T 498 076
Mt increase in deposits from individuals 45T 171 91 G54 551
Met increase in cusloener sCeounts 26 2106 640 41 133 107
M B iNCreases in own securilies issasd & 079033 25411 641
Met decrease in other lizghalities [2 034 5TX) {4 455 3407
Mel cash from operating activities & 091 T g 04 459
Eq:rl:hﬂ:“; i In;::lq_.tdhiﬂﬂ {1 583 633) [5 %67 1B}
of premizes ipmient

Proceeds from sale nl'pm:?:u amd equipment TH2 355 EDE 558
Procceds from sale of ather invesimenis E 2] 165
Dividends recsived from other invesmnents 17 564 44910
Nl cash used in investing activilies (2 B13 914} (4 223 285}
Cash Flows Fram Finamcing Activities
%ale of treasury shares, et 6 183 30 154
Rr:pg:'nmd of ather borrowed fands - (1 B?6 625)
Diividends paid {559 9649 (351 450
Mt cash wsed bn finencing scthvities (553 784) [ 36R9T1h
Effect of exchamge rafe changes on cash and cash oquivalenis 197 Ri4 4 0 548
Effect of inflation on cash and cash equinalents (% &Td 247) (B 6BE 102
Met Increase in eash and cash equivalents {2 T8I 350) (6071 505)
Cach amd cash equivalenis at beginming of the year 15 565415 X 636 920
Cash amd cash eguivalents al the end of ibe vear - 11 E13 065 15 565 415

Mobe: The effect of the revaluation of foreign cumency balances was eliminated from the above statement of cash

ihows,

The nolcs sel oul on pages 5 to 3B form & inlegral pan of these fimancial stalements
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Sawings Kank of the Russian Fedevavion
£,

of U in Sharehelders” Equity for the Fear Ended 31 Depember 7000
i Dty of Russiom Bowhder iy Sroe of the prereBaing purar of e Ruriien Reubi ar 1) Docoder X000 Xode T
Share Trdssry Share  Revaluafion e lened Tatal
apital shares premimm reserve for dhelBeit )l share-
premises Retmined holders*
eamings amid Uity
adher reserves
Balance af 1 Jamuary 1999 (as
previously reported) 750 104 (34 359 H2E S 6537 THT  (SWM4S3IT) 2134300
Effect of adoption of LAS 19
Mz X3) 14 361 165 (11 97Ty 2 180301 {6 537 7BT) (BT 219 9112483
Balamce af 1 January 19949
(restated) 15111 165 (46 B36) 3 (0F S - (684 56 11 248 733
Purchase and sale of weasany
sharca, net - s - - - 9154
Revaluation of premises, met . . = i 425 763 - 4 425 Th3
Recognition of deferned mx credic
in respeecd of revaluation aff
premises (Mot 25) . . : (1 GED 90 = (1 6B 79K
M prafit For the year . . . » 19732238 19732238
Diwidends declared (Mote 27)
= Dmfinary shares = = = . (485 50} (485 502)
- Preference shares - . (59 8RN (59 BBO)
Halanee at 31 Decembser 1999
{restated) 13 111 268 (T6EZ) 3 DOB 900 2T439T3  IIM6I3L0 33 IIETeh
Purchase and sale of treasury
sharngs, met - G 185 - - - LR E
Impairment of premases, net
(Mg 12) - . . (3 695 A0) = {3695 130)
Reduction of defierned ta creaddl in
respert of revaluatson of
prenmises {Note 25) - - - 1 455 856 - 1 455 B96
Rlasealbation of deprecsinon
charged in the statement of
Ineane:
in respect of revalmation
TESETVE - - - (2061 05T} 00 oy .
MNet profit for the year - - - 11 163686 11 163 686
hvidends declared {Moge XT)
- Chdlinary shares = = - = (515 35T 1515 557)
- Preferonee shares . . . - {4 D57 {d 05T)
Balamce at 51 December 2000 15111 265 (1497) 3 008 500 9441 23 16T 4TE 4] S48 559
Thar nobes sel ot on pages 5 10 38 Torm an indegral part of these financial stalements. L]
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Savingy Bank of the Rursian Frderation
MNoares ro che Fimancial Statemenis = 3] December 7000
i st of Miuss im Rowbder by dsmm af the purrbasing prerr of the Sl Seuble @ 3/ Degember TN} — Mot 33

1 Principal Activities

Savings Bank of the Kussian Federation (the “Bank™) is a joint stock commmercsal bank which was established in 1341
and has operated in various forms sinee then. The Bapk's principal shareholder, the Ceniral Bank of the Russian
Eederation, owns 37.65% of the issued shares 21 31 December 2000, The Bank is registered m the Fusssn Federation
to carry out banking activities ard has operassd under a fiall banking Leense meoed by the Central Bank of the Fustian
Faderation (“CHRF") since 1591, The Bank’s principal basiness sctivity & retil and commencial banking aperations
within the Rissian Federation. Deposits of individuals placed with the Bank are guaransesd by the Seate,

The Supervizory Council of the Bank is headed by the Chairman of the CBRF and co-chaired by the Minister of
Finance of the Russian Federabion and the Deputy Chairman of the CBRF, The Supervisory Council also inchades
representatives from the Bank's other shareholders.

The Bank kas 21 778 branches within the Russian Federation. The main office of the Bank is located at 1179497,
hoscow, Vavilova St 19, The average mumbser of the Bank’s employees during 2000 was 197 122 (1990: |95 491),

1 Operating Enviraament of the Bank

The cconomy of the Russian Federation contimues to display characteristics of an emerging market. These
characterisiics inclade, but are not limited to, the existence of a currency that (8 not freely convertible outside of the
couniry; a low level of ligaidity ia the public and private debt and squity markets; and high milsison.

Additicnally, the banking sector in the Ruston Federation i3 particularly impacted by adverse currency fuctuations
and economic conditions. Furthermore, the need for farther developments in the bankrupecy laws, the absence af
formalised procedures for the registration and enforcement of collaseral, and other legal and fiscal impediments
comtribate to the difficulties cxp:ri.en:nd.'h-}-ba.lﬁs I.'I.l1'|'\ﬂ1||}' qurl!fili@ i thee Bussinm Federation.

The prospects for fisure economic stability in the Russian Federation are largely dependent upon the effectivencss
of economic measures undertaken by the povemment, iogether with legal, regulatory and political developments.

Ecompmic conditipns continwe g limit the wolume of setivity in the financial markets. Market guodatons may not be
reflective of the values for securities which wouald be determined in an efficient, active market invelving willing buyers
and willing sellers. Manapeenent hias therefore used the best available information to adjust downwands, based on the
concept of pradence, market quotations to reflect their best estmate of fair vakies whene considered necessary.

3 Basis of Fresentation

Busis of Preseriasion, The financial statements of the Bank are prepaned in accordance with Intemational Accourting
Starklards, The Bank maintaing fls scoounting records in accordance with Russian hanking regulatsons. These fisancial
sintements have been prepared from those accounting tecords and adjusted as pecessary in order to comply with
Intermationsl Accounting Standards (“TAS™) issued by the Intermational Accounting Standards Commitiee.

Durig 2000, the Bank retrospectively adopied TAS 29 “Financial Reporting in Hyperinflationary Economies™
which is described in mare detail m Mole 33, [AS 29 requares that the finarcial staiements prepared in the cumency
of a hyperinflationary sconomy be sated in terms of the measuring unit curment at the balance sheet dae.
Agcordingly, adjustments and reclassificaiions mede 1o the statwtory records for the purpose of LAS presentation
inclede the restatement for the changes in the peneral purchasmg power of (be Russian Rouble in accordance with
[AS 29, Comesponding information was revised retrospectively to reflect the effect of the adoption of this standard.

The fnancial stavements are prescmted in the national currency of the Russian Federation, the Russian Rouble
{“RE™), expressed in verms af the purchasing power of the Russian Rouble a3 ai 21 December 2000,

Where necessary, comespomding figures have been adjusied to conform with changes m the presentation of the
Current vear.
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4 Significant Accounting Policies

Cash oud cash eguivalenss, Cash and cash equivalemts are items which can be converted imfo cash within a day. All
short lerm imerbank placements, beyond overnight deposis and comespoadent sccounts denominsted in precious
metals, are incheded m loans and advances i banks.

Mandarery balamces wirh rhe CERF. Mandatory balances with the Central Bank of the Russian Fedemation
represent mandalory reserve deposgits which are not available 1o finance the Bank's day to day operations and hence
are niol considered s part of cash and cash equ.'i'.-'a.'ll:nﬂl: for fhe [purpases of the cash flow statement.

Preclous merals, Precious metals are represented primanily by gold, and are recorded at current CBRF purchase
prices which are quoved a1 a discount w London metal exchange prooes.

Logns and advamces amd provisions for loided on loans dnd advarces. Loans and sdvances are stated &t the
p:rirh:ip.'l.'l amounts nul.u.;ln.di.ng:nﬂ [:F'[u'qu:ir.imr. fior Insses on loans and advances.

Provisions for losses on loans and advances are based om ihe evaloation by Management of their collecibility,
Specific provisboms are rassed apainst debis whose recovery has been identified as doubtful. Additional pravissons
are raissd against the latent bad and doubitfisl loans and advances which are inherent in the loan and advances
partfolic bt which at the date of preparning the fisancial statememts ave not been specifically identified, Recoveriss
of amounts preveously writlen off are treated as incame by reducing the provision for losses on loans and advanoes
fior the year. The net aggregate provisions raised during the year are recognised in the statement of mcome.

Estimates of losses on loans and advances require the exercise of judpement and the use of assumptions, The
principal factors considered i determining the loan loss provessos are the growth, composition and quality of the
lpan portfolie, akility of the individual borrowers to repay the koans, past performance history of the individual
loans, bevel of past dse boans and sdvances, current economic conditions and value and adequecy of collateral.

Loans and advamces that cannat be recovered are written off and charged against the balance sheet provision for
losses on loans. Such loans and advances are wrien off afier all the necessary legal procedurss have been
completed and the amount of the loss has been devermaned,

Orher credit relofed commiments. In the oormal course of basiness, he Bank enters mbc olher credil related
commitments including loan commitments, lesters of credit and guaraniees, The accounting policy and provisioning
methodology is similar vo that for loans aoted shove.,

Secwrities. The Bank gencrally allocates its sccurities between dealing and imvestment portfolios based on
Monagement's intentian to hold such securities either for the ghont or long terme Transfers of securities betaeen the
two porifolxs are made ab far madker value. The Bank's sccounting policies far dealmg and imvestment secaritics
are as follows:

Dealing securiiles, Dealing secunities, which are held for irading purposes, are stated at market valee, All inferest
imcome and painalosses realised and unrealised from mading in dealing securities are reported in gains bess losses

arsing from dealing securities.

fmvestment secwrrmes. [nvestment securities are those which Management intends, and is able, 1o hkold antil maturizy,
and are stated at cost as adjusted for the amontization of discounts on parchase over the pericd to matarity, The
amortised discount and coupons earned on investment securities are rellected in the siement of meame as inferest
income on securities, A provision for dimisution in the valee of imvestments is made where the value of an
imvesiment security has declined, and Management believes that ihe decline is not temporary in nature (see Move 9],

Because of inherent settlement risk within the securities market, security purchases and sales are recorded when the
security iransaction is settled,
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4 Significant Aceounting Policies (Continwed)

fhikver fevesimenss, Ofher imvestiments iBclade the Bank's investments in subsidiasies and associated compandes,
which have ot been sccounied for on a consalidation basis of on an equity sccounting basis, and rade investmenis
held for the long-lerm purposss. These investments are carmied at cost, restated to the equivalent purchasing power
of the Russian Rouble at 21 December 2000 less any provision for permanent diminution in value, created in cases
where the value of an irvestment has declined, and Management believes ihat soch decline & nol Emporary in
nature. Income derrved from hese lnvestrments is accourted for on o cash basis,

On dispesal of an investment, the differcice between the net disposal proceeds and the carmying amount is charged
or credited t income.

Sale and repurchase agreements, Sale and repurchase agreements (“repo”) are treated as secured Fnsncemng
ranssctions. Securities sold under sale and repurchase agreements are mchuded m dealing secarities, The
correspoading lability is inclsded in due to banks. Securilses purchased under agreements to resell (“reverse repo™)
are recosded as boans and advances 0 banks or customers as appropriate. The differences between the @le and
repurchase prices are treated as interest and sccrued evenly over the life of the repe agreement.

Premives and equipment. Premises and equipment are stated at cost, restated fo the equivalent purchasing power of the
Russian Rouble at 31 December 2000, or revabasd amounts, as described below, less accumulated depreciation and
provision for impairment, where required. Whene the carying amount of an asset is greater than sis estimaned recoverable
armisiant, il 15 writlen down to its recoverable amount and the difference & charged 1o the consolidated stetement of meome.
The estimated recovershle amount 15 the higher of &n asset"s net selling price and s value in use.

Revalaation sumplas represents the difference between restated book amount of premises and their masiet value, The
proponion of revaluation surplus, representing the amount deprecaated, s transferred annaally fo retained earmings
hased om the estimated average wsefial life of the underlying premisss.

Premises have been revalued 1o markel value as of 31 December 2000, The revaluation was performed on the basis
of an appraisal performed by a professional, intemationally recognised real estate appraizal company which has an
office in Russia. The basis used for the appraisal was market value.

Comstraction in progress is carmied &1 eost, sestated o ihe equivalent purchasing power of the Kisssian Rouble at
11 December 204, bess provision for any impairment m value. Upon completbon, asscts are transfemmed 1o premses
and squipment af its carrying valse, Constriction in progress is not depreciated until the asset is available for use

Giains amnd bosses on disposal of premises and equipment are determined by reference to their camying amound and
are tzken into account in determining profit, Repairs and maintenance are changed to the consolidsted statement of
income when the expenditure 15 incusmed.

Depreciation. Depreciation i applicd on a straight-line basis over the estimated wsefial lives of the assets using the
following rates:

Premises 2.5% per annum (remsining average useful life of 25 years); amd
Equipment 10-25% per annum.

Bitls of exchange. Bills of exchange, more commonly known as “veksels”, ase instruments issaed by the Bank o its
customers which casry a fined date of repayment. Thess may be issued against cash depasis or a5 o payment isstrument,
which the customer can discount in the over-the-counter secomidary warket, Bills of exchangs issued by the Bank ane
recorded at noeninal value with the comesponding discount recorded o other assels and amortised to the statement of
incoame over the period of maturity of the veksel,

The Bank also purchasss bills of exchange from ils customers o in the market. These bills are carried at cost and the
discount apgainst the nominal valae is accresd over the period o maurity. Provision is made, based on
hanagement's assessment, for bills of exchange that are considersd uncallectable. Purchased bills of exchange are
inichaded within the balance sheet m loans o customers or o baoks, dtp-mdmg o their issuers.

Share preminm. Share preminm represents the excess of contributions over the sominal of the shares issoed
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4 Significant Accounting Policies (Continwed}

Preferred shares, Preferred shares that are not redeemable and upen which divalends are declarsd at the discretion
of Management, are classified as equity. Mandatarily redeemable preferred shares are classified as labilities.

Treasury shares. Shares of the Dank cwned by the Bank, and held at the balance shect date, are designaled as
treasury shares. The Bank sccounts for such shares under the "cost method" and the cost of such shares is shown as
a reduction in sharchoblders” equity.

Dividends. Dividends payable are not accounted for untl they have been ratified at the Bank's Annual
Sharehalders’ Meeting. The statulory accounting reports of the Bank are the basis for profit distribution and other
appropriations. Russian legislation identifies the basis of distribution as the cument year et profit

frcome taxes. Taxation has been provided for in the financial statements in accordance with Russian legiskation
currenly in force, Taxation an the profit or loss for the year comprises cusrent tax and changes in defiermed ax.
Current tax {s calculased on the basis of the expected txable profit for the year, usimg the tax rates enacted at the
balance sheet date. Taxcs, other than on income, are recorded within operating expenses.

Deferred mcame tax is provided, using the balance sheet liability method, for all wmporary differences arismg
berween the tax basis of assets and liabilities and their carryimg values for financial reporting purpeses. A defermed
1ax assel is recorded only to the extent kst it i3 probable that taxable profit will be available against which the
deductible temporary differences can be utilised. Deferred tax assets and lahilities are measured at tax raies that are
expecied to apply to the period when the asset is realised or the liability m sentled. based on tax mtes that have been
enacted or substantively enacted at the balance sheet date,

The defemred tax liability arising on the revaluation of premises i charged through the statement of shareholders
equity, Any tax effect of subsequent impaimaent of the revaluation surplus is also taken through the stalement af
sharcholders equity; any deferred tax credit beyond the revaluation suplus is reflected through the statement of
imCame.

Income and expense. Imerest income and expense are recognised in the statement of income on an sccrual hasis.
Interest income 18 suspended when overdue and is excluded from interest income in the stasement of mcome antil
received. Inferest income on myvestment securitics inclades coupons earned oa fixed income investment secunities
and accrued discoumts on federal government sccurities. Commissions and other mcome ane cobdited to income
when the related service is provided or received. Non-interest expenses are fecognised at the time products are
received or the service is provided.

Foreign currency translation, Transactions denomimated in foreign currency are recorded at the exchange rate
ruling at the tramsaction date. Exchange differences resulting from the setlement of transactions denomimated in
foreign currency are included in the statement of income wsing the exchange rate ruling on that dase.

Monetary ossets and liabiliies denominated in foreign cumrency are manslated into Russian Rowbles at the olicial
exchampe rate of the CBRF at the balance sheet date. Foreign currency gains and losses arising from the translatian
of assets and liabilities ase reflected in the statement of ncome as foreign exchange translation gains less losses. As
at 31 December 20080 the principal rate of exchange used for translating foreign currency balapces was USD 1 = RR
F8.16 (1999 USD | = RR 27.00). Exchange restrictions and controls exist relating to converting, Russion Roubles
into ather currencies. At present, the Russian Rouble is not a convertible currency outside of the Russian Federation.

Derlvative financial instruments. Derivatve financial instruments include forward amd spol ransactions and opticn
contracts in foreign exchange markets, The Bank's normal policy is to measure these instruments af their fair valee,
wsing quoted market prices, discounted cash flow models, spod and forward rates af the year end as the basis for the
fair vabur messurement with resultant gams ar losses being reported within gains less losses arising from dealing in
foreign currency within the statement of income. The August 1998 economic crisis and the subsequent legal
uncsriaingy over derivatives” contracts have pecessitated the Bank 1o adopt specific accouting methods as described
hereunder:
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4 Signifcant Accounting Policies (Continwed)
Index Farwands

The Bank has either pawd the amount due under index cootracts, and realised a koss ar gain, of Begollated a
setilement for 8 kesser amount ard has recognised a loss or gain based on the agreed terms, or has not setiled with
the counterparty. Where ae seftlements or agresments have been resched the boss or pain on the index coniraces has
heen recognised applying ihe exchange rates ruling on the contractoal maturity dates, for domeshbe counberpartaes,
and the respective year end exchange rate, for foreign counterpanties, This difference in the application of exchange
rabed 18 dise 1o the fect i setilensenm with domestic counterparties m the nommal course of business have been
performed in Russian Roubles, and with foreign counterparises = in foreign curmrency. For contracts sekiled in forcign
currency, e ponion of the resultamt padn o bosa that anises between the contract manarity date and the respective
year end exchange rate is recorded within foreign exchange translation gains less lodses.

Gains and |osses recognised on the index coniracts have been offset within each coumterparty since existing kegal
practice provedes that there is a legally enforceable right to offset these amounts, and management nends o setle
all the contracts wath the same counterparty on a net basis.

Digliverable Foraards

The Bank has either paid the amount due under dzliverable comtraces and recognised a koss/gain, or negatiated a
seftlement for a besser amount and has recopghised a loss or gain based on the apresd termis, or has not seitled with
the counterparty. Where no settlements or agreements have been reached, the loss or gain oa the deliverable
comiracis has heen recognised based on the respective vear end exchange raie, plos mberest and penalties where
applicable. Gamns amd losses on the deliverable contracts have not been affset within each counterparty.

Opliens

Where conditbans of an option agreement inchade the actual delivery of cumency, the Bank has recognised & loss or
gain m the same way as for the deliverable forward comtraces, otherwise the Bank has used the spproach fior index
forwands moted above.

Whene applicable, Management has made provisions against the gains recognissd on the above msinuments where it
is likely that collectability of the receivable from the counterparty &5 doabiful.

Offsernimg. Finascial assers and Habilities are offset and the net amount reported in the balance sheet only when
there is a legally enforceable right 1o offset the recognised amounts, and there iz am meention to either setle on & net
basis, of fo realise the asset and settle the Lability simultaneously.

Penston costs. The Bank contribubes 1o tbe Russian Federation state pension schemes, social insurimce amd
employmeent funids in respect of its employees. The Bank's pension scheme comtmibutions amount io 28% of
employees” gross salaries, and are expensed & incamed. The contributions are iselsded o staff coss.

pevating leases. Payments made under operating leases are charped against income in egual instalments over the
period of the lease.

Accounting far the effects of kyperiafloten, Rassia continees o experience relatively high levels of inflation and &
considered vo be hyperinflationary as defined by [AS 200 Accordingly, adjpstments and reclassificatsons made for
the purposes of IAS presentaiion include the restatement, in accordance with [TAS 29, for changes in the gemsral
parchasing power of the Russian Rouble, TAS 29 requines tlsat i financial starements prepansd in the camency of a
hyperinflatonary economy be stated m terms of the measuring unit current at the balance sheet date. IAS indicales
thal reparting operatimg resulls and financial position i the bcal currency withowt restatement is not usefal because
mnney loses purchasing power at such o rate that the comparison of amoats foom ransscions and other events that
have cocurred at different times, even wilhin the same sccounting penod, 18 misleading,
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4 Significant Accounting Molicies {(Continued)

The application of [AS 29 results in an adjustment o the stement of income far the loss of purchasing power of the
Fussian Rouble. Gain of loss on net mosetary pasition is caleulated as the difference resulting from the restatemnent
of non-monetary assets, shareholders” equity and profid and loss secount items. Comesponding figares for the year
ended 31 December 1999 have alse been restted for the changes m the general puschasing power of the Russan
Rouble at 21 Decembser 2000,

The restatement was calculated wsing the conversion factons defived from the Russion Pederation Consumer Price
Index (“CPI™), published by the Russian Statistics Agency, and fram imlices obtamed from other sources for years
prior to 19492, The mdices usad to restate the financial statements are based on 1988 prices using 100 as the base
index. The inflation indices for the five vears ended 31 December 20000 and the respective conversion factors an: the
folbowing

Tmilex Conversion Factsr
14 5 110 14
1997 G849 S0% LK}
104g 1 216 &H) 1.7
19ua I &&1 &R1 1.2
HHH) I 5 057 1.0

Monctary asscts and labilitics are not restased because they are already expressed in terms of the monetary it
cumrent at 31 December 2000, Mon-monetary assers and labilitbes (ivems which are ot expressed in tenms of the
monetary unif current ai 31 December 2000) are restated by apphang the relevam conversn fectar. The effect of
inflation on the Bank's nel moselary position i included in the statement of incoms as @ monelary gain or loss.
Equipment has been midexed by the change i the general price index from the dade of purchase, and premises have
heen revaloed wsing an independent appraiser al (he balance sheet date. 'Where indexanion is app]l.!.‘d, AN RssEssment
has been made of the potential impairment and diminetion in the camying wvalue of these assets, and where
applicable such assets have been reduced 1o their recoverable amoumis.

Componenss of equity have been indexed by the change in the general price index from the approximare date of
tramsactions resuling in movement in eguify.

Amounls meluded m the statement of income have been indexed by the changs in the gemeral price index hazed an
thee fisllawing assumplions:

- Inflation has ccourred evenly over the year; and

- Income and expenditures have accrued evenly over the year except for charges agaimst profit for aggregate
movements in-

= provisions for lesses on loans and advances;
- provision for diminution in value of federal government securities;
-  provewn for diminiton s valwe of investmen secuniies and olber investments;
- provision for upcollectable gains on foraard foreign exchangs contracts;
- provision for eredit rzlaced commitmends and
prlwiﬁiun for impainment in value of non-monetary assets.

All such movements have been treated, for the purposes of this caleulation, a5 occurring at the period end,

10
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4 Sigmificant Anguiu.nl.ing Palicies (Comtinuesd)

Sepmens reportimg. A scpment is a distinguishable component of the Bank that is engapged gither in providing
products or services (business segment) or in providing products of services within a partscular econamic
environment (geographical segmend), which is sobject to risks and rewards that are different from those of other
seprenils. laformation o segitbenl teporting o presented m Mode 28 witldn these nancial statesments,

5 Cash and Cash Equivalents

L] 1
Cash on hasd 0 | ET5 12 3k (K17
Cash halances with the CHRF (other than mandatony reserve deposits)

(Mot 1) 12 156 3 fi 705 103
Cormesponden aceounts and plicenentd wilth othir banks
- Rmssian Federation 115 240 247111
= Chihier counmees 1044 522 45 118
Precious mlals 3NT0TT 2 Ta40h4
Tetal cash and cash equivalents 11 B3 63 15 865418
i Diealing Securitics

R{1711] 1 9G4
Frderal government securities
KR denominsbed
Fedaal loan bonds (OF2) 23 210 0% TUHT 445
Fsdhizral D Bomdd {mim-endrkel ) (O0MNE) 3050 5E4 121 531
USD denonuinated
Ruszian Federation Eurvbonds 2 115 457 1 392 721
VezshEconomBenk 3% cowpon bonds [V EB) | s 25 1 561 540
Total federal gavernment securitic 30 042 16T B 163 D4da
Oither BRE denominated securities
Lixcal gowernment bonds 4T3 B2 B 272
Corporane ghanss T35 TR B18 087
Oibwer 13 131 13 550
Toral dealing securities A1 255 w9 1 B4 W55

Federal governmeent securitics held for dealing purposes are reflecied at year end market valoe. For a detaled
description of federn] povernment securities in the Bank's purﬂ'nlhr:fe:r o Mopde 9,

Federal non-marsket loan bonds are securities issued by the Mimistry of Finance of the Russian Federation, These
securitics are purchised amd redeemed at nomins] valee and bear a coupon interest rate aof 12% amd 18%.

Local government bonds in the Bank's dealing portfolo are represemted by the municipal bomds af the ety af
31, Petershurg which are reflecied at year end market value,
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& Deealing Securities (Continued)

Corporate shares are shares of Russian companies, They are reflected ot vear-end market value, which has been
estimated by the Management using last iraded prices of bid prices obladied frosm the Russian Trade System (RTS)
and over-lhe-counter markel. The parchase price of the shares was BER 1 311 584 thousand resulbing in a write-down
of RR 786 175 thousand, The above write-down o the market value of corporace shares have heen reflecied within

gains less bosses arising from securithes i the stsiement of meame,

The gecegraphscal and currency analysis of dealing securities is disclossd im Mote ZE. The maturity structure of

dealing securities i detailed in Mote 29

T [rwe from Banks

N o (1171 198
Urarresit interhank loans T 257 324 0 &S] 436
Orvendigs ikt bank loans S0 50 531 254
Lesss: Provision for losses an due Trom Banks {1 058 G) {1 Z2& 269)
Todal due from banks 10 TeT BED 1% 955 431
Bovemments in tbe provision for losses on due from banks are as follows:
) 1%
Provision her besse on due frem hanks al 1 Jasuary 1 226 I69 14048 449
Charge against profits for losses an due from banks denng the vear 50407 410328
[z from banks written off during the year as uncollectabd: {12 263) (215 2115
Effest al silition {205 467) (377 297}
Provision Tor losses an due from banks st 31 December 1 158 9h 1 224 269

The general average interest rates on doe from banks during X was | 1.3% on loans granted in Bussian Roubles

(159949: 21.4%) and 6.3% on leans in foreipn curreney (1999 5.0%).

A further breakdown of loans and advances v banks is set out as Follows:

TOHHE 144K
Fussian Federilion, eusepl for loans o the CBRF 1 516 205 6 B9 200
CBEF (Mot 12) L5 0 DM -
Chiher coundries 3910024 14 XEI 400
Tatal lnans and advancis ts basks {aggregate amount) 1 EI6RID I 15D 690

Thez gengraphical and currency analysis of due from hanks is disclosed im Mode 28, The maturity stmacare of the loan

porifolie is detailed in Note 29.
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i Loans and Advances to Customers

2000 157
Current loans 260 283 391 16E GED 441
Drhgrdu loars 5015 T T BIE (52
Less Provision for basses on loans and sdvemces (o customeers |32 THME 509y (32 S04 96N
Total lsams and advandes to custoimirs I 204 b 144 0046 607

Movements in the provision for losses on loans amd advances 1o customers are as follows:

L] _ 14y
Provisien for losses om loams and advances to cwstomers al | Janmary I 504 938 MBS0 541
Charge against profis for losses on koans and advences oo customers: duneg the year T ] 10 536 750
Loans and advances 1o customers writken off during the year a8 undellectabis {1077 (s j (G18 Ga1p
Effect af inflation {5 846 350 ) [E 264 B4}
Provishen for losses om loams and advanges e custemars ai 31 Degember AT 000 51% 11 504 926
Ecomomic secbor risk concenlrations within the cuslamer boan portiolio are as folbas:
000 19
) A it e Amouni L
(hl, ges and chemical T 348 2% it ] 3o 440 £17 224
Trade X 570 383 133 18 81T 657 17
Food and sgriculiure 21 043 676 1.7 12 62) B6% 7.2
Machine-buildieg 21089 752 1.7 8 9E2 124 5.1
ConSIFuco 47 543 T4 18 W30 469 17
Metullegy 19651 587 1.1 51051 TEE .9
Indiveduals TEOHT Uy AR ] fi 303 116 g
Cioversanen sl munipl Bodies 12292 753 4.5 ATEM 404 213
Teleeommmunications D024 B7F i3 7312 B2 4.1
Transpar, aviation and space 5 BG6 583 Xl 5137 621 ¥
Tt |mdassiry % N0 350 19 3 5345 M 0
Mledia 4 24 288 1.5 4 B42 480 &7
Energy 1{Hd /6T 1.1 4 2040 G583 24
Services I511332 0% 11740 11
Cither 24 0dg 169 al 5 (a5 122 1.3
Twtal lnans and sdvances hs
CmALh TS (SEpregale amsuRl] 2TE 199 1HS [[LE] 176 521 533 1040

Ihe Bank has 16 borraowers with aggregated loan amounts above R 2 200 000 thasand. The agpregale amounl of
thess |oans 5 BR 89 731 747 thousand or 32.6% of the loan portfolic. Loans to the twe largsst bomoaers,
reprisented by large mdustmal companies, amounted 10 BR 43 168 090 thowsand (199%: BB 34 716 %92 thousasd )
or 15, 7% of the gross loamn pnﬂfnlh{l?‘!‘?; 2030,

The gemeral overape interest rates om loans and advances during 2000 was 16.2 % on boons and advances
denomuingicd in Russsan Roubles (1999 #002%) and 12.7% on loans and sdvances denomimaicd in lorcign
currencies [ 199%: 12 9%).

The geographical and currency analysis of bans and advances in costomers is disclosed in Mode 28, The matunty
sinecture of the boan portfolio & detaibed in Mote 29, The Bank has several loans te related parties. The relevam
iiformalson on elated party loans 15 deschosed in Mole 32,

13
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8 Investrment Securities

210 1994
Federal government securities
RR densminatod
Federal koan bomds {OFZ) 14 365 35T 39511533
Federal savings loan bonds (CHGSE) 2405 629 5 M5 131
VST demominated
Russism Federation Ewssobonds T7 402 625 ET 002 519
VnrshEconomBank 3% coupon bonds (VEB) 39 4R3 800 44 536 31
‘Total federal government secorities before provision 153 TX7 471 ITé 315 %11
Less: Provasion for dimetation m value of fuders] povemment securilics {15 205 041 {24 24 i)
Total federal gevernment securities 134 431 530 152 3o 312
her KR degansinated securities
Local povermment bonds 9T T 1473 217
Mber USD denomimated secirilios
Ukraine government bonds 651 577 590 715
Tatal investment securitkes 135 330 B03 154 34 504

OFZ and OGS bonds are Russian Rouble denpmanated govermment securities issued by the Ministry of Fimance of
the Russian Federation,

OFZ bonds are mooed at a diseount to fee valwe, bave a medium to loag-term matusty peod with 2 coupon rate of
approximately 5.0-2000% in 2000, depending on the type of bond issue, As at 31 December 200 weighted average
wiehd 1o maturity (Y TH) on OFZ bonds in e Bask's portfolio equalled 22.6%. The market value of the OFZ bond
partfolio at 31 December 2000 is BR 35 283 485 thousand (RE 18 176 902 thousand at 16 May 2001 )L

CRGSE are savings bonds sold by the Ministry of Finance o banks for resale fo the general public, During 2000, the
coupon ramwe varked for differeat ranches of OGSE i the range of 9.2-110%. GSE have maturity dates from
20 huly 2001 1o 2 December 2001. The market value of the Bank's (G5 pontfolio &t 31 December 2000 was
ER 2439 §2% thousand (RE 2 48% 900 thousand ar 16 bMay 2001,

Eurchonds are securities issued by the Ministry of Finance of the Russian Federation, which are freely tradable
mternationally. The mapor part of the Bank's portfolio af Eusobonds consisis of two imanches wilh matunty dates in
Jaly 2005 and July 2018, The anmual coupon rates an these bonds are §.8% and 11,08, respectively, and imterest is
payable semd-ansually. These Burobopds were obtadmed by the Bank from the Minisiry of Finance in July 1998 in
exchange for part of the Bank s GEO partfolie in an open auction follawing a securities restructuring offer from the
Ministry of Finance, &s at 21 December 2000 weighted average YTM on Eurcbonds im the Bank's porifelio
equalled 16.3%. The market value of the Bank's Eurobond portfolio an 31 Decomber 2000 i KR 73 721 668
thousand (BB 85 985 553 thousand at 16 May 204010).

VEB bands are hearer securities commaonly referred to as “MinFin bonds™ and are freely tradable inernationally,
Al bonds are purchased af a discount to nominal value and carry an annisal coupon mberest of 3% The bonds have
mabanly dates ramgmnyg from 2003 sll 2001, As at 31 December 2000 weighted average YT on VEB bonds in the
Bank's porifolio was equal to 22.5%. The market valee of the Bank's VEB band porifolio at 31 December 2000 i
RE 22 973 348 thousand (RR 30 623 261 thoussnd at 16 May 2001).
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0 Investment Securitics (Continoed)

[n 1998 the Bank recorded a provision of RE 32 B16 567 thousand in respect of the cammying value, inclading
amarissed discoant, of federal govemment securitses based an ils asssssment that the decline in value of thes
securities is other tham tempomary. The provision was creabed taking ino consideration factors such as the
subsequent miprovement in market valwe of government securities, the Rank’s ability to hold thess securilies b thed
maturity, down-grading of Russian Goversmen! credit risk ratimg by intemationsl rating agencies and ather
macroeconomic faciors,

For the vear ended 31 December 2000 Management adjusted the amount of provision for diminuison in value of
federal povernmin securiides o bring the net carrving amaunt of these securities to their year end market valoe,
This resulied in a recovery of RR 654 059 thousand of the provison wheeh s reflected in a separate line in the
stgiement of income. The sbove adjustment of the provision was made by the Management in anticipation of
changes in the sccounting policy in respect of securities upon the adoption of 1AS 39 "Finapcial Instruments:
Recognition and Measurement™ whach is effective from 1 Jamuary 2001,

A sammary of the movements in the provision for diminwtion in valee of federal government Securitics 15 28
fallow s

20 1099
Provisksn For dimisutisn im valee of federal government secorities
as at | Janwary 14 @15 600 I E6 56T
Recovery of amounts previcusly provided sgains sl 159 :
EfMget of inflatien {4 (25 BNl {8 To0 50 7)
Frovision for diminution in valwe of federal government securitics as
at 31 Db 19 305 541 I4025 G0

Local govermment bonds are bonds ssued by municipal and regional governments, Moast of these bonds ane not
freely wadable in the Russian markets and are stated ot cost less providion of BE 113 938 thoussend for dimisution in
value of these bonds (1999 REE 516 T61 thoasand).

Likraimian Ministry of Finance bomds, mtified by the Ukrainian government on 16 December 1995, were isswed as a
setthement of Ukraing's debi o RAD Gazprom for the supply of nataral gas. Tn May 2000, the Bank participabed in
the restricluring program for these bonds usder which o has received cash senlement and new bonds. The new
bonds carry a coupon of 11% per anmum and are redeemable in instalments with finzl repayment due on 15 March
2007, As @ 31 December 20 welghted average YTM on Ukrainian bonds equalled 19.3%. These bonds are
reflected at cost bess provision for diminution in vales of BR 270 945 thowsand (1999: RRE 558 514 thausand).

The provwision for diminugion in valae of local government bonds and Llkraine government bands is reflectsd within
provisses fod damisutbon in value of investment securities and ofher igvestments in ibe statement of income,

A summary ol the movements in the provision for diminution in value of investment secarities i as folkows:

T 1955
Provizion Tor diminelion in vabue of investneen! securities as at | Janunary 1 105 275 1235 166
{Recovery of amounts previowsly provided against)’ charge against prodies during
the year {5E4 B53) 125 124
Elcet of indlatmos {135 530 [255 201G}
Provizion for dimingiesn bn value of investment securitles ss a0 31 December IR HHA 1108 178
| ]
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q Investment Secorities (Continued)

The geagraphscal and currency analysis of invesiment securities is disclosed in Mose 2. The maturity structare of
investnent securities is detiled in Mote 25,

1a riler Investmenis

i) 1554

{restated)

Trade invesimenis T4 443 T4 443
Investment in mos-consodidased sohsidiary companies 333070 421 243
Invismenl in assosialis] compass T8 &E 519
Liess: Prossion for dimamation m value of oiber invesimments {116 3T {IXE 5EZ)
Total other invesimemts JEEN 435 1318

A summary of the movensents in the p:':;wis.im for dimmuwieon in valoee of other investments are as Gillows:

LO0G 155
[restated]
Provision for diminetion in value of other investiments at 1 Jaguary 138 982 T 0T
Charge sgairst profits for dinvinution in value of ocher investments (12 585) 51 955
Provision for disninution in valug of sthir investnsnbs ai 31 Deotmber 116 3497 124 942
The principal pon-consolidaied subsidiary companies are;
Mame Mature of business  Cowntry of  Percentage Cost of Laans

Diepasits

registration of equity  levestment  grambed to inken
controlled  (restated) MmNy Tram

COMpEnY

ZAO ARG Leasing™ Leasing Russia 55,00 I & 178 741 156 032
A0 Trade House Trading with sugar Russia L1000 G52y 414 141 180
“Rosprod™

ZA0 “Maleyevka™ Rewreation services Russia G500 S OED - =
OO0 *Giroup Tema™ Himssing construction Russiz B0 147 2 390 6E5 -
Oither z 4

Twedal IXN 070 1984 167 156 212

-]
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1@ Crilver Inviestments (Contimwed )

For the vear ended 31 December 2000, the majority of the subaidiary and associaved companbes have nod prepared
financial slatement in sccordance with LAS. These investments have nod been consalidated with the regubis of the
Bark nor sccounted for under the equity method, as the effect of consolidation or equity scoounting woald ot
materially alver the financial poaitbon of the Bank at 31 December 2000 or the results of i3 operations or cash flows

fior the year then ended.

The principal associated companies are:

Mame Mature of business  Country of  Percentage Cost of L.aans Deposits
Figistralion al ey invies Enl graited 1o Lakien
centrelled [restaied) company froin
ES—

OAD “Rescarch and

development centre
WIIES™ Ruasiarch instinine Russia T4 T TIE = -
Total i | - .
11 Diher Assets
000 195
Aocrued inberest income G010 251 10 063 5591
Prepaid maxes | 454 157 3 o 104
Trasde debiors and propaymeni= I 35E 303 | 565 (a5
Dielered charges &2 619 2al Ta2
Plastic card debinrs 455 198 44T 47T
Settloments on conversion operabions 13033 174 T
Amounts receivable ender derivative fimancial insnamenss (Koge 30} - TAT 340
Oiher 24 4 21 533
Todal siher assets 15 040 78 1% Sl TS
17
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12 Premises and Eguipment

Preaniags {Hflce and Comstructiesn Total
Eompaler in progress
equipment -
et bk amoumt st 30 December 1999
(restaied) IWAIRUII B 135 195 1 Ton 489 47 &l 397
Coosl ar valuation
Oipening kalance {restated) IEQ2EDS 7517 182 I 706 489 45 141 584
Addiligna = 2514030 1 260 605 1381633
Transfers 1 420933 - 1 4200933 -
Mesposals [ L65 25R) (153 30 ) (341 O78) {E59 &10)
Clazing balamoe 39 9E4 60 U ATT R T 304 0H1 51 S 557
Accumalaiod depreciation
Opening balance (restated) - (1 381 5&T) E {1 1E1 9£T)
Diepreciation charge {1 &4 705 (1 635 150 - 13 4T K33
Disposals 14023 28 561 - 47 554
Closing balance (1 EX) 6HI) (2 W48 5TE) - 4 819 I58)
Med elosing bislance a0 31 December 2008 38 1581 9b6 & 6ED 331 1 M DE] 47 147 339
Empairment of premuses as at 3] Dscember 2000 {3 55959 34N - - (3609 35m)
Net book ameunt ad 31 December 2800 3 454 5on & hED 332 1 304 0K 43 440 009

Corstruction in progress consists mamly of constroction and refurbishment of banch premises and equipment. Lipon
completion, assels are ransfemad s premises and equipment, The fransfers to premises and equipment amounted fo
EE 1 420 933 thowsand dusing B0 | 19539: KR 2 520 224 thousand).

Premiscs were independenly valeed at 31 December 2000, The valuation was camied out by an independent internatsanal
firm of valuers. The hasis wsed for the appradsal was the sales companson sppeoach. Incleded in the above net book value
of premisss is RE 2049 247 thousand representing revaluation sumphss relatng to premises of the Bank.

As a resull of changes in the accounting polcy and the resulting restatement of premises and equipment, and the
adoption of IAS M, the Management assessed premises and eguipment, and constraction in progress fof possible
mpairment in secordance with 1AS 36 “Impaimment of 25515, As a result a net impainment loss of RE 3 699 330
thousand was recognized in respect of the Bank's premascs as a1 31 December 2000 in the amount by ahich restased
wvalue of premises excesded their fair value as determmned by an independent imernational valuer.

13 Due to Banks

pL(1T1] 194949
Ampunis on “Vosiro" sccoants of other banks
- Russian Federation 1 6TT 653 2375 153
- Cihir couniries | 125 6 76 82K
Short term deposits from stiver banks
- Russian Foderation 5401 7X1 5557701
= Dihisr countries. s a0 3
Total dee io kanks 4 364 TED B350 bl

1E
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i3 Dhue to Bamks (Contlnued)

The general average inberest rate om amounts due to banks during 2000 was 3.7% for wrm deposits in Russian
Boubles {1999 10.4%) amd 6.3% in foreign cumrency (1999 4.6%). The gecgraphical and cumrency analysas of
deposits from banks s disclosed in Mate 28 and matarity analysis is provided in Mot 29,

14 Deposits from Individuals and Castomer Accounts

R Zooo B ..
Imadiv il s
- Currentidemand aoseunts DU 1 25 TR T4 030 430
- Term deposits 247 947 590 199 282 280
Toeal deposits from individuals 347073 141 75018 Tin
Srate aid public organmations
« Corent'seitlsment acoounis X2 156 402 23 766 30
- Teren depersits L b 1 582 270
riber legal entities
- Dhimel Ge TR SeCOunlE &0 562 252 56421 16l
= Tierm depodils 12 il (i3] & 131 XX
Total custonsdr sccounis 115001 131 AE M 25%
Tatal depasits From imdividuals and castomer accounis 462 074 523 261 91T 975

The peneral weighted averape interest rate on castomer accounts outstanding during 200 was: for cumrent and
seltlement aceounts af lzgal entibies i Fussian Boubles 1.6% (199492 2 3%); for curment and senlement accounis af
legal entities in foreign carrency - 1.4% (19959 1.4%); for term deposits of legal entities in Bussian Roubles - 8.8%
(195 25.7%) for term deposite of bepal enmtities in foreign carrency — T0% (19809 53%); for deposits of
mdividuals in Bussian Roubles - 14.4% [ 1999: 26, 73¢); for depesits of individuals in foreign currency - 4 3% (15999:

5.3%).

The geopraphical and curency analysis of cusiomer sccoants is disclossd m Mode 28 amd mamoty analysis is
provided in Nole 29, The Bank has several deposits with related parties. The relevant information on related party

deposiis is disclosed in Mose 12
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14  Deposits from Individuals and Customer Accounts {(Continued)

Ecomomic sector concenirations within customer accounis are as folkpws:

R 1]1]1] 1959

Amount T Amount e
Indswiduals X47 073 192 751 ITISIETIG 75.7
Stale coganisalions 25 (HNT 404 40 IT GET 543 4.7
Trade 17 233 648 42 IT IEE 175 4.3
Consiruction T3i92013 L& 5 591 515 1.5
Ohll and gas i 46l TT4 1.4 th s 121 1.8
Telecommurrisitcns 5 30T 00 1.z 4TR4TE ol
Food and agriculiure 5130 T2 1.1 4 397 39 iz
Municipal bodues 4 587 514 1. ) 13
Equipment manusfactanmg 3568 44T & 3 056 453 o
Transport, aviation and space F 353451 T 2979 0E
Entrizy 1 948 843 4 I 180 754 03
Meallurgy | 825 d%E 4 1 207 107 LK
Cithes 1Y |50 S0E T L% 352 114 56
Total deposits from individuals and customer accosnis 451074 523 100.1% Ial 922975 1040

Inchuded in custamer scooumts are deposits of RE 1 073 090 thousand {1999: RRE 1 2535 738 thousand) held as
eollateral for imevocable commitments under import lefters of credit. Refer to Note 30,

15 O Securities Issued

1000 1%
Rills ol exchange I3 670 130 10 GE4 TRE
Dopasit certificates 1 160034 1Rl
Savings cerlificaies 168 950 13159
Tatal ewn sdcuritls lismid M alT M0 E1R BRI

The general average inlerest rate on own securities istoed outstanding during 2000 was: for own securiives issued in
Ruszinn Rowables - 2.3% (199%: 2.5%) and in foreign currency - 2, 7% (1995: 2.57%5).

I Crther Berrowed Funds

2k 1595
Temn borrewiegs from other countnes 563 200 & 69
Tetal siber borrowed fumls 363 100 643 6491

The Bank has bormowings of USDH 20 000 thousand {1599 LS 20 000 thousand) m the form of special purpase
lines of credit from intemationz] banking institutions, The confractual marity of the bomowings varies from 10 o
17 momths ( 194949 from 22 10 29 months) and the anmoal imterest rate is LIBORS195% (1599 LIBOR+1.95%).
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17 Other Liabdbities

204 1w
Accrued interes! expens: 4 404 T40 4 745 {0
Halanees arising from derivative finoncial instruments (Mote 309 &T8 595 | 503 133
Taxalion paysble f0% 515 | 295 3|2
Zeitlermenis on conversion operalions 512 353 273142
Trade credmars adt 351 I 502351
Acoruod componsalion e penses 215028 12 Hn
Provisios for oredit relaied commilments {Moge 300 50055 144
Masiez card creditors nTIE 15177
[wvidends pavahle (Noae 275 16 65 17013
Otier acoruals and deformed mcome 14 38k 81 XTé
Chiazr 05 §E 9T 335
Tatal stbeer limbilities T 055 394 9 b 532

I8  Share Capital

As at 31 Drecember 2000 the authorized share capiinl of the Bank amounted to RE 1 000 0 thousand, which
mcluded 19 000 (M0 ordinary shares and 50 000 (00 preferenss shares. Share capital isswesd and fully paid
comprised:

—_ .. 1999 {restated)
Numberol  Neminal Infatinn Mominal Numbsr  Nominal Infation  Momsing]
shares Azt adjusted villwe of shares  amount e jmsied value
SR I amount §
Cvafimary
gy 14 102 D00 005 44T 602 OO 1M 14 112 (00 DS 14 04T (02 RLEH
Preference
shatning 510 (NN Q0D 000p 1063 663 KIELLL SO0IHK} OO0 CLINEL I {3 (33 Sl (a0
Tuotal share
capital =4 0T Daded 15111 265 TSR 104 4 [T De 151110 265 TH0 1

Al ardinary shares kave a nominal value of BR 50 per share, rank equally and carry one wobe.

The preferred shares have a nomumal value of KE | cammy no voling rights buf rank ahead ol the ardinary shares in
the event of liquidation of the Bank, They carmmy a minimmam annoal dividend of 13 percent, These shares are not
redecemabile,

As &l 31 December 2000, 3 147 ordinary shares (1999 7 832 ghares) and T 244 preferconce shares (1999; 85 448
shares) at a tom] cost of RR 1 497 thousand (1999; RR 7 682 thousamd) were owned by the Bank and accordingly
are reflected &3 weasury shares in the balance cheet.

O 25 Aprnl 2001, the Bank performed an addisonal shase is5ue n an open marker. The Bank ssucd 4 998 000
oeclinary shares with the nominal value of ER 50 per share at a price of RRE 1610 per share.

19 Share Fremium

Hhane prerum represents the excess of contnibutions received over the mominal value of shares 1ssued.
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Fl | Accnmulailed Hetained Earnings and Other Heserves

In accosdance with Russian Law on Banks and Banking Activity, the Bank must dstribute all profis as dividends o
transfer them to reserves (find accounts) on the basis of financial statements prepared in accandance with Bussan
Accountmyg Rules. The Bank's reserves wnded Husslan Accoaiting Hules a3 st 31 Decenher 2000 are RR

440 584 ] thousand [ 19549: RE 29 581 990 thousand)

Fy | Interest Income and Expense

000 |
R PR {restabed)
Tnterest ineome
Loans amd sdvances 1o customers 4 206 K20 33 Tian 298
Seounbics 32 91E 191 41 503 554
Diwe from banis G314 74| 4 511 Wl
Tarsl imterest s oame His 159 TSH T2 718 BI6
Inbires] expense
Term depasils ol mdividsls {45 T4E W4E) (58 105 123)
Curent'=etiloment accounis [l 773 25B) (1 326 T42)
Term depasits of kegal entitics a5 D36 [BEZ 43E)
Chwn securities issued (BXE SDE) (17 56y
Term deposiis of banks { L'9E ) 215981
Chher borrowed fands {50 985 92 561y
Cither {4 384 (1B 513)
Tadal interest 3 pense (A9 1T 24Ty (&1 THE 924)
Ml Imberest imoomse T e N 15 ety S}
il Fee and Commission Income aml Expense
el (LY
irestabed)
Croenmiszion on cash iransactions L 463 TI0 1 376 G4
Commission on scitlement irsnsaciions X033 365 2 551 542
Cosnmission on cash oallection 447 125 379 401
Cornmission ransactions with sccurines HT51% I3 144
Commission on guarantess issued 14 560 17 428
Cither S04 A it ]
Tdal e amd comimissson ineome T Tes 5 &Ry 507
Commission iransactsons with securihes i1 10 204 (141 E21)
Commissson on cash colleciaon 63 556} | 106 dall )
Comnrnissson on seitlement fransactions 57 3k} 45 321
Comenissian on guaraniees received (1 34%) =
Cioevemissson on cass IFansciens (470 {& T23)
Cihes (6 53 {12 7209
Todal fee amd commidssion expenze (241 URs) {327 245y
Med fee and conumission Income TR TG 5547 2n1
23
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13 Odher Operating Ineome

{1111] [R50
{restated)
Rezovenes of amounts previously charged-off 1 AR fid 807
Laie charges om koans and other penakies SOHF 234 | 67931k
Incame o operetions with precious meals 405 |18 458 071
Leasang and aaher incoms on promises and apaipmen 256 054 G414
Dividends received 17 364 401
Ciher 02 G565 383 210
Tadal giher operating mcome 2500 909 359 926
24 Dperating Expenses
D) 19949
N {restated)
Depreciation and other expenses relaned w0 premises and equipenent 8 5o 323 T B0 61
Taxex othier than on incame S5 |TIOD6 L PR
Adirenigran ve expernses | 825 576 1 E™ 159
Advertising and markcting AT I 11K 48
Ciourt expenses and relabed charges % 424 Tk 5210
Chher | 2549 =50 I 314 7AT
Tetal sperating expenses 17 20k 453 17 353 13
L Imgome Taxnes
Icome tax expense was comprised of the fallowing:
2D 1%
. {resiated)
Lurrent tax charges 3 %7} LES i S5 OlS
EMiect al change in the tax rale 517111 {103 TI5)
Movemeni in deferred tamatin (53T 111 103 ThS
Amounts recorded directly 1o equity 1 455 556 {0 GED o)
Incomi tay expense for the year 5429 181 4T I

The income tax rate applicable t the majonty of ihe Dank's income is 38 pereent {(1909; 18 percent), The tax raie
decreased from 43 peroent o 38 percent as of 1 Apel 1990 Effective | January 3001, the tax rate has been
mercated o 43 percenl A reconciliation hetween the expecied and the actual taxation charge 15 provaded below.
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1] Inecome Taxes (Contimsed)
100 s
. [reslated)
1A% profir helore tauathen 16 592 967 T4 TR 484
Thearetcal tx charge at the applicable stalubory rate 6 305 327 SATE 1%
Tan efFect of iteie wkaeh ape fod dedustble o asseseahle for axmion
%
- lmcome: exemgn from taxation (12 543 &d2h [E 1B ThE)
- Addinenal proveang |6l 557 9 120 BB
= Income on government securitics taved al dafTenent rases (3 i1 &3 (2572 119)
- Won-deductible expenses pasied via remined camings Al 44 1 I 20K
- Oeher non-deductible expenses 15725 Ml 9 08% 978
- Won deductible provizions for Farsands and credil relaned (35 54T (2413 269)
cHTEniimEnts
- Reveraal of previsions Tor deninution on walue ol invesimenis (582 3115 TOE &9
- Mo termporary elements of monelary gaing dnd badsis 1 972 10 LI
- Liosses of branches, not offsst ogainst the Bank 's profit . 4 BAT TIH
- Effet of negative tanalds base 1 557 168 -
- Cither mon lemporary differences (115 077) IELOE
Effect of the change i 1ax raie 53711 (103 T5H
Inflation el on deferred pax balance al the beginnisg of the year 1 193 300 G5E 451
Homerocognised net defierred dax asset movement [4 314 456) 4 ] 91K
Incoms tax expense for the vear 5419 281 4 M7 116

Differences betwesn 1AS ard Russian siatutary @xation regulations give nse fo cerain lemporary differences
berween the carrying valee of cerain assets and liabilities for financial reporiing parposes and for profits tax
purposes. The tax effect of the movement on these temporary differences 18 recorded at the rabe of 43%, except for

income on staie securities that is axed &t 15%.
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25 Imgome Taxes (Continued)

| S Ansement 20100
R {restuted)

Tan effect of deductihle temporary differences
Prostion o ledses an loans 16 Cuslemers fi 456 248 {89 325 & XXT 013
Dicpreciation of premises and equipmsni 1 758 457 1 Dl 772 2 530 s
Seale gezurines T HE 211 (X IES G1G) % a21 B9
Accnmls 1 807 162 13557 1912 739
Ciiher A4 6TE {448 QRS {138 407h
Gress delermed tax assed 18 6710 4% {2 15 577} 16 464 219
Less mom-recogmised defemed lax asset (71200 675) 4 304 450 [ B0 Z19)
Mt defervid ey aseer 11 249 511 3 10E BT9 13 &5E T
Tax effect of taxahle temposrary differences
Apcruals (G306 554} (206 541 (543 09T
Premasis and equipenen (1) THE D (1 400 551 {12 196 594
Provision for losses on loans 10 banks (127 204} 12 %08 {114 356
ther - (A0 G113 {504 &1}
Goross deferred tax Rabiliny (11 549 821} (2 108 §T9) (13 658 704
Tatal net deferred fax balamce - - -

As al 31 December 2000, a net deferred tax asset in the amount of BE 2 806 219 thowsamd (1990
EE 7 120 675 thousand) has nod been recarded for the net dedoctible temparary difTerenced as il i.tnmpmbame lian
sufficicnt taxable profit will ke available in the foreseeable future to allow the benefit of that deferred tax asset to be

witlised.

2h Earmings per Share

Bagic eamings per share are calculated by dividing the net profit attribotahle to ordinary shareholders by the
wighted average number of ordinary shares i ssue during the year, excluding the average mumber of ordinany

shares purchased by the Dank and held as treasury shares.

The Bank has pe dilutive potential ordinary shares; therefore, the diluied earmings per share eqgual basic eamings per

ehare.
2000 1999
Iet prodit attributable 1o sharchoddors 11 163 686 19731 138
L=z preference dividends (Mate 27 (44 O5TH [ 55 &)
et profit amributahle 10 ordinary shascholiders 11 115629 19672 354
Werghiod average number of crdenary shares in issue (thousands) 13597 13 G2
Basic and diluted carmings per share {expressed im K per share) To4.43 1 S
5
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n Dividenads

b1 1] 19
Crrdinary dividends
Deszlancd sed pasd during the year SiHl 241 470 703
Dioclarcd s ot paid 81 year end (Rose 1T} 15 316 14 T4
Prefercmes dividemds
Dreclared and pasd during the year 42 15 57 G50
Dierlsred anad moi paid o year end (Node [T} 1352 22124
Total dividesds E5U A4 545 342
00 1559
Drdiary dividenids
Davidends per share 683 and
Preference dividemds
Drvidends per share 0.EE 1.20

All dividends are declared asd paid in Rossian Roubles,

I8 Analysis by Segment, Geographical Analysis and Carrency Risk

Anafysis by segment. The Bank has operations primarily in the Russian Federation in one industry segment of
providing general banking services to private and corporate custamers. In 2000 the Bank was organised on the basis
of branches whech reflected administrative repions within Eussia. The Bank Management evaluales performanscs
and makes invesiment and strategic decigions based upan a review of proficability for the Bank as 2 whole. Relahle
information on assets of profit and loss by product type is not available to the Bank’s Management for evalustion of
resource allocatson deciisons, and is iherefore 6ol presenied. The performance measurement systems employad by
ihe Bank tn review overall profitability are based oa the results of ibe Bank determined wsing Pussian Statutory
Accounting books and records, Russian Statutory Accounting differs in many significant respects from JAS,

Geographical amalysis At 11 December 2000, koans and advances 1o hanks and customers are placed primarily in
Russia and cusiomer deposits ane taken promanly from compankss in Bussia and citizens of Russia, Deposits from
banks and other bommowings atiracted from banks owtside the Russian Federation are reflected i the notes to the
TESPECIIVE SOMPOHEns.
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I8 Analysis by Segment, Geographical Analysis and Currency Risk {Continued)

The geographical analysis of the Bank s assets and liabilities ag at 31 December 2000 = sel oul below:

Russia Mon-Kussia Total
Agsls
Cash and cash opaivalents 21 7ol 443 1 {144 (22 22 B 065
Mamdatory cash Balances wath the CBRF 41 270 |92 - 41 2 19z
Dealing secunties 1] 255 0139 . 31 255039
[ From banks 1% SHE 331 4 170 562 20 767 BEL
Lixing and shvances 1o cushimserd 241 202 622 1 0144 IAT TUK delvh
Investment scourtics 134 720 326 &51 577 135 36090
CHBsET INVESITEn IS 11K 831 - ELERRD
(Hher asseis 13026 314 &7 6i] 1293 975
Premizes and equipment 41 448 009 . 41 £4E Qi
Tatal assids 541 65T 007 i 49 4i0h EED bbb SR
Liahbilities
Dipe to hanks 31X 875 I 125 165 4 15 T40
[eposis fram individuals 346 537001 536 101 J4T 073 15T
Customer accounts Ll 526 1M 475 (25 105000 130
Orwn securiiies issued e 117 = 34999 11T
Ueher bomowed funds - 363 200 S0 20K
Other sabalies G 92T TR 131 G T AT 304
Torsl lahilivies S0 2% 478 I HAD 495 500 DR u74
Mot balance sheet pusition a1 31 Decembaer 2000 17 467 618 4117971 41 585 580
NHI:II[IJ:IH'mHtpl:d'JMIHJI December 1999 {nestaned) 13 %% 271 19 915 405 3% 218 Tah

PFrimarily balances with OECD countries and Ukraine represent the Bank's operations in countries other than Russia.

Currency analysts, Cumency risk is the rsk that the valae of finarcial instruments will fluchaate doue to changes in
forelgn exchange rales, Al yvear end, the Bank had balances m Russian Roubles, US dodlars and other currencies,
(Mber currencies represent mainly ameounts in Deutsche marks ad Eurn,
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MW Amalysis by Segment. Geographical Analysis and Currency Risk (Continwed)

Al 31 December 2000, the Bank bas the followmg posilions in curmenc s

SR ___ BT RR LSl iither eurrencies Total
Aaspls

Cash and cash equivalenis |18 00E oy A7 514 1 103 252 22 813 03
Mandmory cach balances with the CRET 41 20 192 . . 41 270 192
Dealing securilics AT 4TI M2 1 TE1 747 = 51 255 059
Dwue from banks 16 50T 161 3 5ED T0H) 578 BM) 20 TGT 333
Loans and adverces o CUSIOmETs 16T 852 362 53 °70E 754 TIT XM 242 198 666
Invistment seeuriss 37 63 TEI ¥EINZ 122 - 155 380 905
Chher isvestments 27T 144 41 687 - |5 83l
Chiher assess T 44 G5E A on 01 AL EQO 15 053 975
Priemises and equspmist A% 448 05 - - 43 445 M
Total asseis ETH U0 240 16% 122 675 A7) ME 550 fdn 363
Lialsiliies

Dhuse 1o banks: ¥ 265 593 | DEF 257 13 550 £ 34 740
Depasits from indivadoaks 206 551 593 Bl 158 E15 62 959 470735 M2
Cusiomesr aoeoun|s 9L 644 208 20 152 138 1 20t mas 115061 131
Eillz ol exchange 1L 0B} 508 1 %13 el 1 575 e 17
(hther barowed fands = A3 I . =g L]
Dbt liabilstics 974 446 | HET 554 17 354 T 059 194
Twtal liabkilities 4IE 319 555 104 D40y SaE 1 800 473 i () %74
Med balanse sheet [posktkEn (2 26K P93} &4 181 787 TTZ HTS 41 585 S5%
OiT-Balance shael nolional position (11 IT4d) 11274 - -
Credit consmbiments 4% ikl 153 15 HTH 627 STHOZH il 517 S0E

At 31 December 19499, the Bank had the following positsons in cusmency:

RR Ush  dither currencies Tadal

Net bakunce sheetl position (restated) (67 S50 iy 9 TTS j4d8 1 0%6 608 33 XiE Tes

(3if-halance sheet motional pesition {74 55%) T4 544 = =
{restatid]

Credit commitments {restabed) 20 897 153 1% 26K 952 1T BEH g 443 993

The off-balanee sheet posihwn represents spod and forwand exchange positions on foreign exchange deliverable
foraard and option contracts enfered into during the year; it excludes owtstanding mdex forwand contraces endened

i price io Aagast 1998

The Bank has extended boans and advances demominated in foreign cusrencees. Depending on the revemne sieam of
the bommower, Lhe appreciation af the curmencies againit the Russian Rouble may adversely affect the barmyeers’

repaymient ahility amd therefore increases the likelihood of futare loan bosses,
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29 Interest Rate, Liguidity and Credit Risk

Trreress pare pisk, A Bank &5 exposed to inberest rate price risk, principally as a resull of lending and advances to
custamsers and other banks, a1 fixed mterest rates, in amounts and for perinds which differ from those of perm
deposits and otber barrowed funds at fixed imerest rases.

In practice, interest rotes are generally fixed on a short ferm basis, mormally at three msanihs intervals. Also, interesi
rales that are contmactially fised on both assets and lishilities are offen renegotiofed 1o reflsct current mariel

conditicns.

The fable below summarises the effeclive average inlerest rate, by major cumencies, for monstary financial
instrements owsianding as at 31 December 2000, The analysis has been prepared on the basis of weighted average
inberest rates for tbe vasious (nancial instruments using year end comtractual rases

RER Cither currencies

%) i%a)
SERels
Cash and cish egaivalents - 050
Duealing: imd Ievestment secmilie I2.60 15 (0
e from bank= E13 1
Lians ond Bdvances 1o Cusiomers X154 015
Lialrilities
Due io banks 1.7% L
Deposits Trom mdividuals Ll 5.0
Cusiomer acoounls 45 1.7
Chwn securicies issued i .70
Cithir barrowed Gands - H.1H

Liguidivy wisk. Luguidity risk 5 definsd as tbe risk when tbe matarity of assets and liahbilities does nod match, The
Biguedity rusk 15 mansged by Commyinee on Inlerest rales and Limais of the Bank. The wable below shows assets and
liahilities &5 ai 1| December MHF by their remaining contraciaal maherity. Some of the assets, however, may be of a
bomger term natune; For example, loans may be renewed and accordingly shoe tenm loans may have a longer term
duratiom.

The matchimg and'or controlled mosmatching of the maturities and interest rales of assels and Labaloees 1=
fundamental 1o the Management of the Bank. It is unusual for banks ever io be completely matched since business
ransacted @ often of an uncerlam lerm and of dafferent types. An unmsiched position potentially enhamces
prafidability, but can also mcrease the risk of losses,

The masturities of assets and liabilities and the ability 1o replace, a1 an acceptable ¢osl, mberest-bearing leabilities a4
they mature, are importan factors in assessing the lquidity of the Bank and its exposure 1o changes i mteres) and

exchange ranss

i)
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o Imferest Rate and Liguidily amd Credit Risk (Continwed )

The liguidity pasition of the Bank as at 31 December 2000 5 sel oul below:

Dvemamd From 1 to & FramGio 1  Mare than | Orhverdue/ Tatal
and less mantih= meamilb vEar mo slabed
than | matarity!
mamth provisions
Assids
Cash and cash X2 E13 065 - - . - IRELD 065
equivalents
Mamdavory cash 41 .20 192 - - : . 41 X70 192
balances wrh the
CHEF
Dealing securilines 6 254 5110 Arels 3632235 0266 830 T35 &40 3] 155 033
Dz from banks 17 16 255 ] 1 01 {HH) - Td4 674 i v el
Prowiseon far bad and
doubiful debis - - - - i1 058 Sy {1 058 6]
Lioans and advances o
Cusiomers 42 68X 101 10k 505 16 TR TE4 A5 TEE M| 50934 140 275 199 185
Pravissid Tiar Bad and
doubiful debis - - - - [}I LRI E] l.’ll‘xﬂlﬂl‘}j
Inwestment securibies . . Id 853 456 |20 527 437 - 135 380 903
CAFRT |1 CSIFEIES = = = a JE &3 I8 831
Oalver azsels T O35 167 367 GED $4I 5310 REDEIT 478 Tan I3 0453 978
Premnices and equipmes . : . . A3 443 00 43 443 (09
Total asscts 137 S04 T9 107 155 384 % 38T #54  18E 51T 146 18 100 30 550 p46 S0l
Lisbsilities
Due 1 banks 4 345 6T 19 70 - - - 4 564 740
Deposits from 170 Tl 2k 180 196 %) 26 9946 37T 2176 21 - 347073 302
imdividualzs
Cusihomer Seoounis 9 TeT &89 E 58S 023 4 B30 672 | T2 1 - 115 WM 151
Bills of exchange 3 183 2l 4 153 633 624 359 36 534 - 340017
Cither bomewed funds x a a 461 2 a 563 20M)
Cither liabilities 54200133 B a4 Gl 26 324 599 143 332 T 050 594
Tatal llabilies X0 421 797 153 Thd 730 F2000234 1180 B 143 332 00 D60 974
Met ligmidity gap (172 %21 50Ty (46 B0 366) 66 458 T30 176 T 2155 1T 957 477 41 585 584
Cummlative liquidity
Eap &t
11 Decensher 2600 {172 %21 507) (219 E3087) (153072043 MR 42E002 41 5HE S49 .
Cumulative lguidity
pap &t
3 December 19599
{restabed) (136 76l TRS) fX00 TEG 99ay (171 371 10Ty £ 51T 050 1% 218 Ta6 .

Owverdue assets are folly provided against, and thus, have no impact on the above table. Mandatory cach balanees
with the CRRF are incheded within demand and less than oms month as the majarity of liabilities to which this
balance relaies to are also included wiithin this cabegory.
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29 Inderest Rate amd Libguldity and Credit Risk (Contineed)

Manapgement belicves that im spite of the faci that the majority of the Bank's dealing securities portfiolio matures
aller one vear, these secunbies are frecly raded on the market and a5 sach they represent a bedge apainst potential
ligquidity risks. However, shoukl the Bank be required to higuidate some or all of is portfolio &1 once o mect
ligquidaty demands, the Bank may rot be ghlbe o realise this carrying value. Therefore, these securities are disclased
in the ahove table in acoordance with their matunbes.

Managemend believes that in spits of a substantial portion of deposils from individuals being on demand,
diversification of these deposits by namber and type of depositars, and the past experience of the Bank woald
midicale that these deposits provide a long-term and stable source of funding for the Bank

The Bank s expased to the effects of fluctuations in the prevailing bevels of market inberest raled on s Ansncial
position, cash flows and interest margin. The Bank's interest mie sensitivity onalysis based on the confrachsal re-
priciag of the Bank's ssets and liabilines docs not differ significantly from the matarity anabysis disclosed i the
able above.

Credit risk. The Bank takes on exposure to credit risk which s the risk that a counterparty will be unable to pay
amounts in full when dwe. The Bank stnecteres the levels of credit risk it undertakes by placing limits on the amount
of risk accepted in relation o ane bormewer, or groups of borrowers, amd 10 geographical and industry segmesis,
Such risks are monitored on o revolving basis and subject to an annaal or more frequent review. Limits on the level
of credit risk by produet, borrower, cousilerparty by deals and industry sector ane approved by the Credit Commities,

Exposure o credit fsk 8 managed through repalar analysis of the ability of Borrowers and potential bomowers fo
meet interest amd capital repayment chligattons and by changimg these lending limits where appropriabe.  Exposure
io credit risk is also managed., in part, by obtaining collateral and corparate and personal guarantees.

The Bank"s maxmmum expoause (o credit sk is generally reflected in the carrying anaunts of financial assets an the
halance shect. The impact of possible nettimg of assets and liabilities 10 redsce polential credin exposiare (s ot
sipnifbcant.

Credit tisk for aff-balanes sheet fnancesl imstrumests is dzfined as the possibility of sustaining a boss a5 a result of
anpther party 1o 2 financial instrument fziling o perform in accondance with the tooms of the contract The Bank
nses the same credit palicies in making conditional oblipations as it doss for on-balance sheet financial mstruments
throwgh established credit appeavals, risk contral limits and monitoring procedures,

A Costingencies, Commibtmcnts and Derivative Fimancial Instrumeais

Legal proceedings. From time to time and in the normal course of business, claims against the Bank are received
from cussomers. Management is of the opinion that no material wnacensed losses will be incumed and accardingly no
provision has boen made in these financial slatements.

Tax legislorion. Due to the presence in Russian commercial begislation, and @x legslaton in panicular, of
provisions allowing more than one inserpretation, and also doue 1o the practice developed in a generlly unstable
environment by the ax authortied of makng arbirary joedgement of business activities, Management's judgement
of the Bank’s business activities may nod coincide with the interpretation of the same activibes by 1ax autbories. 1F
& particular treatment was o be challenged by the tax suthorities, the Bank may be assessed additonal faxes,
penalties and mterest, which can be significanl. Tax vears remain open o review by the tax avthorities for three
years.

Capital commirmenrs. As at 31 December 2000 the Bank had capital commitments in respect of constraction and
computer system botalling KR 740 921 thousand {1999 BR 770 972 thousand). The Bank's Management belicves
that fubure met revenues and l'undinj_ will be sufficient to cover this and amy smmilar commitments.

L]

83




Savings Bank of the Ruiilan Frdiration
Morex re dhe Fimancia! Stavemenis - 2 December 2000
fim oy of Fuomen Roubler wy derme of the perchaning powsr of e Rumin Rosdle ad 2 December 2000 - Moks 31

L Contingenches, Commdtments amd Derivative Financial Instraments (Continoed)

Operating lease commitmenis I the cousse of its business the Bank enters imto a number of lesse agreements, The
majority of thess lease agreements are cancellable. Where the Bank is the lessee, the funee minimum leass
payments under non cancellable operating beases are as follows:

k{1111] 19949
Mot later tham 1 year LR 24 2400
Lsser than | wear and nod laser than 5 years 53 200 4697
Later than 5 vears 8 el =
Twal operating lease commilments O &30 3% 837

Crediy refated commitmenss, The credit related commitments comprise loan commitments, letters of credit and
puaraniees. The conractual amoant of these commitments represents the value al rak sbould the conmact be fully
drawn upon, the client defaults, and the value of amy existing collateral becomes worthless. In general, the magjoety
the Bank's import letters of credit are collateralised with cash deposits or collateral pledped to the Bank and
socordingly tbe Bank normsally assumes minimal rgk. Ouisanding eredil relabed commitments are as Follows:

e 194
Unademom erpdin Hines &I XT3 520 HIOTT B3
Expaort letiers of credsd 2 403 824 3007 230
Import lesters of credit (Mate 14) I 168 150 2644 M4
Leters of crodit for domedte settlomonts 1E 111 TH05S
Guaraniees issoed 50% B58 ELE 925
Leds: prossion for losscs on credil polabed commmtments [ 50 655) (125 &14)
Total credid related commltmenis {Mote 28} i 51T BOK 3 448 L

The amount of undrawem credit lines imusd by the Bank 25 at 31 December 2000 was BE 62 373 520 thowsand
(19590 RE 200007 895 thousamd). The Bank however has the right to renegotiate the terma of credit line agreements,
Al 31 December 2000, the probabiliy of losses ansing m connection wilh these undrawn credit bines is considened
remoie and accordingly no provision has been established,

Manapement evalisated the likelibood of possible losses amsmg from guarantess amd other credit relabed
commitments &nd concluded that a proviseon of BE 50 655 thousand was secessary as af 31 Decesmber 20000 (199%:
ER 125 414 theusand). This provision is discbosed under other liahilities. Refer to Mate 17, The imal outstanding
contrachual amount of guaransees, letters of credit. and undrawmn credit lines does nid pecesaarily represent future
cash requirements, as these fnancdal instruments may expire ar lerminate without being finded.

(hher commitmremts. The Bapk has eolered info commdtments 1o purchase precious metals in the amount of
RR 4 034 789 thousand, The price the Bank will pay is the CBRF rate on the date of the transaction bess o discount
af (L5% 1 1%. The Bank has scerued palns or bosses on these deals based on the year end CBEF rabes as there is nod
a reliable futures marked for precious metals in Russia and the difference in actual prices is deemed immaserial,

Derivatives. As at 3] December 2004, the Bank has outstanding foreard foreign exchange contracts with Russian
and foreign banks whereby it bad agreed to boy of sell Russian Foobles moexchamge for snolber cumency 40 an
exchange rate agresd io at the date of the contract. A majority of these contracts were entered imbo: ;n'in.'rr to I7 Anguest
1998 and matured during 19%8 and carly 1999 bat have not yet been setiled. The Bank has been able io setile
ouistanding contracts with several counterparties and any pesuliant gaing or losses have been reconded in the
statement of inoome.

¥
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3 Contingencies, Commitments amd Derivative Financial Instruments (Continsed)

At present there &5 uncertainty in Bussia with respect 23 1o how, and on which basis, centain denvative contracts wall
be settled; only a small proportion of outstanding domestic index foraand contracts have been setibed in the market.
Such seltlements have been made at rates subsiantially below the contracheal raies.

Muonagement believes that it ks possible that confracts between Russisn banks may become void or odlser pemodial
measurcs may be available. In the event the owistanding contracts are declared void or setiled ai an amount dafferent

than the amount called for in the contract, the losses and gains would be sdjusted and the difference would be
recognised m the ststeoment of ineame accordimgly.

The Bank alio empages in transactions with ather off-halance sheet financial instmmenits.

Fareign exchange off-balance sheet financial mstruments are gensrally traded in an over-the-coumer market with
professional marker counterparties on standardised contracneal teomas and conditions. The nominal amounts for ofT-
halance sheet finaneial mstnements are not reflected in the balance shest.

The fillowing two tables provide ap analysis of the principal or agreed amounts of contracts catsanding at the year
erl and loss or gain arizing. These tables reflect gross positions, before the netting of any counterparty position, by
type of instrument,

The table bebvw mchides contracts with o maturity dafe subsequent to 31 December 20800 These confracts were
entered meo in December 3000 and are ghon term in natare,

Iwmestic Forcigm
Primcapal CLoss Galn Princlpal — TLoss Gain
wr apreed ar agreed
. amvuml amuani
Lhemls emberad indo tr 2000
Spot
- aale of Foreige currency = = = {16 130) - -
- purchase ol foreign oerency 11 26 (17} v G 140 C J
Tuotal 11 264 {17 = 1 - x

For these deals the Bank has recorded a met loss of BB 17 thonsand which is incladed within gains lese losses ansing
fromn dealing in foreipn cumency.
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M Conlingencies, Commitments and Derivative Finaneial Instruments (Continsed)

The following table mcludes contracts for which ihe dale of matarity @5 past due, no setlement has been completed
as of 21 December 20040 and relates b contracts entered mia before August 1998,

hpmeestic Fareigi
Frincipal Less {3aim Primcipal Ly Laaln
or agreed or agreed
amouni amspumnt

Dipaly enrered anfe in [0S
Deliverable forwards

- gale al fu-rl;l_gl'l PuTFEnCY PRETLCTY] {422 67 . = = =
- purchase of foreign curneney = =

lades forwards

- sale of foreign carency (3407 000) (655 SwRd) - (144 TEXp (D05 &7 :
- purchase of foreign cumency 12 652 200 . 3257299 > = =
Ohplinns

- sale of forcegn ouToRCy (4 455 Dy {3500 D00y - - - -
- muirchase of foregn curency AT 80 . 1 804 2ua . - -
Tadal at 31 Decembeer 2000 1282TT {1 45650 S061 598 (144 T&1) {105 579 -
Tedal a1 31 Decembsery 1999 4 TT0ITY (I 4I1 406) &S0 956 {173 915) [1Z] 950

A sammary of the Bank's net ohligations as ot 31 December 2000 with respect o cantracts enbered imio darisg 1998
18 gel aul below.

Larss Caaiin
Diymaestic counienparty bosses and gains on coniracts entered o in 1955 (1 445 &541) 504l 598
Losses ofTeet by comlerparty gains TXr a2 .
(Gasres offsct by counserparty losses - (727 173)
Dhvmicatic oounlemparny boases and gaies afier netting by countenpary posimon (TLE 3TE) 4 554 326
Fareign counterparty bosscs (105 BT =
Subtsdal before provisien for umeollictable gaing (824 15T) 4 354 526
Less: provisson [or uncollecimhle guins . (& 334 3206)
Accrual [or losses on contracle enlengd sia in 2000 nm -
Domestsc counlenparty contracts scitlod o no oost o the Raek suhsoquent 1o 255 IR -
1 Decermker 2HH)
Foreign ¢ounberparly contracts sentled ol no oost ta the Bank subsoquest o o 350 -
3] Drecerniber 2 (M)
Oibkigations on ferward forekgn exchange contracts al 31 December 2000 (478 595) -

During 200 the Bank setiled certam owstancding forward and option comracis emered imto in 1998 with
counferparties wilh & wominal value of RR 3 265 (00 ihousand for sale of foreign cammency (1999 RE 7 667 642
thousand); and RR 13 05T 2060 thowsand for purchase of foreign carrency (19549; ER 1 481 778 thowand). The
calculased met gain on these transactions based on contractual rates was BR 1 B0S 485 thousand {1999 calewlaped
met loss of BR 6 087 781 fhousand). The Bank paid conssderation of R 76 170 thousand and neceived consideration
af BE 49 051 thousand with respect i Use setilement of these deals.

M
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30 Contingencies, Commitments and Derivative Financial Insiraments (Continued)

The table below summarises the chanpe in the Bank’s chligations with respect o the forward foreign exchangs
contracts during 2000,

iy
Oibligariond on wnsetliod coniracts af | January 1502 133
Settlemenis daring the year {844 T
Acerial for lnsses on conrects entered into in the vear 17
Effect of exchange rabe chamges 27 56d
Effect of indlatsom {20 &)
Oibligations on forward fervign exchanpe contracs &t 311 December (Mote 17) 478 505

A summary af movements in provigion for uncollectable gains on forward foreign exchange contracts is as follows:

20
Frovizion al | January T 153 W3
Additional charge 1o provision during the year 63 562
Recovery of amousts previously provided for (=5l )
Usar of pranvisions lor seitlements (2 209 360)
Effect of inflation {1 203 357)
Provision at 31 December 4 334 316

The additional net charge o provision during 2000 has been recorded within the provision for uncollectable gains on
forward foreign exchange coniracis in the statement of income.

Subseqguent g 31 Decemiber 2000, the Bank setled obligations on forwand foreign exchange contracts to sell foreign
cumency with domestic and foreign coumterparties. The prmcipal amount of obligations on forward foreign
exchange contracts with domestic counterparties at 31 December 2000 amounted to RE B10 000 thoasand and the
calculated boss amounted jo RE 266 280 The principal amaunt of abligations on forwarnd foreign exchange contracts
with foreipn counterpartics at 31 December 2000 amoumted to RR 144 782 thousand and the caleulsted loss

amunted 1o BR 105 879 thousand. The Bask paid a consideration of RR 26 480 thousand with respect to these
settlements,

Fidweiary atsets. These assets are nol meluded in the Bank's balance sheet as they are not assets of the Bank. The
fduciary asgets fall inte the following catepories:

L 1944

Momimal value  Neminal valec

Client GK.C and OFF secunties held on an account with the Matsonal Depostory Cintre 2779603 I0 743 504
Client VEB bomds held in custody 10493 345 5 s
Shares im companies held in custody 07 T3 T12 B9
Chent 05E sccurties held in custody 1T 3 LhH 10
Client kacal powersanent bonds held i cusnsdy 455 45 HE 296
Cliher LRl | 47 B0
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31 Fair Valae of Financial Instruments

Fair value is the amount at which a financial imstnement conld be exchanged in a current transaclion between willing
parties, ather thamn in a forced sale or liquidation, and is best evidenced by a quated miarket price.

The estimated fair values of financial imstruments have been determined by Management using available markei
infommation, where it exists, and appropriate valuation methodologies. However, judgement i meosssanly roquired
to interpret market data o determine the estmated faxr value. As described in more detail i Mote 2, the Russian
Federation bas shown signs of an emerging market and has experienced & sipnificant decling in the velume of
setivity i its financial markets, 'While Management has used available market information in estimating the fuir
vahe of fimancial instruments, the market information may not be fully reflective of the valee that could be realimed
in the cumeni circumstances.

Management considers that it 15 difficult 1o estimade the fxir value of loans and advances 1o customers and temm
deposits. These instruments are nal carrently traded m the Bussian financdal ssarkets, and an objective cstimate of
ilszir fair valoe is mod available. The mstability of the inlerest rate and exchinge rate emvironment significanthy
affiects tlee falr value of these financial instruments, Some financial mstifwtions have been unwilling to kend 1o or
invest in Russian companies, thas limiting mformation which might otherwise be available io Management io assist
in estimating fair values. Because of these factors, Management does not believe that an ohjective hasis for the fair
valoe of loans amd advances to customers and term deposits can be obtained with sufficient relability o provede
meaningful infommation 1o users.

The follwing methods and assumptions were used to estimate the fair value of the Bank's other fimancial
mstnuinents.

Finarcial assels

For monetary ssseis, cusiomer© bans and amounis due from other banks, fair value approximsies the carrying value;
balanses denomimated in foreipn curmencies have been ranslated at appropriate vear-end exchange rates.

Investment in son-consalidated subaldianes and associates and other trade investments ane accoumted for al restaled
cost less provision as Management believes this camryving value approximates fair value of their share of equity.
Financi

For mosetary Habilivies, excloding the lsabilsises described above, fair value approximaies the carmying value;
balances denominated in foreign currencies have been ranslated 1 appropriate year-end exchange rles

The fair value af deposit liabilies without a stased maturity 15 assumed to be the camying amount (pominal
ATHMANA ),

32 Related Party Transactions

For the purposes of these financial stabements, parties are considered o be related of one party has the ability to
comtrol the other party or exercise significant mfluence over the other party in making financial or operational
decisions 25 defined by 1AS 34 “Belated Party Disclosures™. ln comidermg each possible felatsd pamy relationship,
amentiom 1% directed to the substance of the relationship, ot merely the legal form.
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az Related Farty Transactions (Continwed)

Banking transactioms are entered imio in the nommal course of business with significant shareholders, direciors,
subsidiaries and companies with which the Bank has significant shareholders i comman. Thess ransactions inclusde
selilements, loans, deposit taking, frade finance apd foreign corrency transactions, Thess transactions are prced
predomimanily at market rates. The cutstanding balances at the year end and interest expense and imcome for the
year with relaved parties are as follows:

L) 1999
Laans
Loans putstanding as af vear end & 536 Td0 9 X0 i
Provision for losses on lnsns ar the year end (1 050 155) {2 387 £7d)
Inlifest indomme G0 200 &) S0E
Diepngite
Ownstandang halance ag at year end 207 80X 615 355
[micrest expense 3517 I x4 03T
Cusrambees issued by the Bamk = K1) |
Drebrtors balances as at year end 108 693 53 8
Creditors balanoes as at year end 6 184 v

The Central Bank of the Russian Federation is the majority sharehalder of the Bank and is the regulatory body for
all credit institations in Rusgia, 43 noted in the financial statemsents, the Bank maintains a number of balances, and
carries ouf a range of ranssstons with the CHEF, which are nol incloded in the above analysis. These lamsachons
included setilements, deposit placement and deposit taking, transfer of funds 1o the mandatory cash balances in
accordance with the Russian banking repulations. These transactions were priced predominantly af market raies,
where applicable.

'rhsmlum.dingl:n'lunau at the year end and inderest income and expense o5 well as oiher transactions for the year
with the CERF are staited in the able below:

ZIHHY 1999
Mandatory cash halaces with the CHRF as w1 year end 41 270 192 16 E11 4B5
Mostro eccount with the CBRF as at year end {Note 5) 12 134 251 & 793 108
Loess and sdvances with CBRF as al year end (Hote T) 15 i) (M) u
[mierest income 4 306 GED I Tl 63k
Inlires] Guperse I 250 1 155

Transaciions with Siate Organiseiions

Slapg onganisations represent a significand element of the Bank’s customer base, These urg.misnl:ims pﬂ'ﬁ:rm
seftlements through accounts opensd with the Bank, amd are granced significant leans by the Bank as described in
Motes 7, B and 14, Additionally, the Russian Federathon puarantees the funds of all individual depositors at the Bank.

As detailed in Mote 9, the Bank has & significant ponfolio of stete secwrities of Russian Federation. The Bank is
comsidered a major markel maker i respect of the government debl securities. Thus, the Bank's ability to liquidate
ils portiobio of stabe securnpes is influenced by the Bank's position in the securities market, by the condition of this
market and b0 a certain extent by govemment palicy.
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3 Adeption of LAS 19

As ot | Jamuary 2000, the Bank adopied LAS 39 “Financial Reporting in Hyperinflatdonary Economies™ for the (irst
tife. o scoordance with LA% 20, the fmancial statements should be adpsted io reflect the effects of the change in
purchasing power of the Russian Rouble based on general price indices in Russia, Previnusly, these adjustrments had
mot been made and accordingly the amounts in the Mnancial stsements of the Bank were stated al histoncal cost

This adoption of IAS X9 has been accoumted for retrospectively, Comesponding information has been restated 1o
conform to this champe ia accoumting policy. The effect of the change in sccounting policy oa the fnasclal
alements [ar the }'cﬂ.rml:lnnd. 3l December 1999, a5 compared 1o the 1999 historical financial statements, is as
follows;

Increase in sharcholders’ equity by BR 15 263 114 thousamd;
Increase of profit by RR 11 516 136 thoasand

The amounts disclosed m the statement of changes in shareholders’ equity at 1 January 1999 [(as previously
reported) represent the non inflation adjusted amoands taken directly from the previous yvear's financial staicments,
All cusmalative restalements up until 1 Jasuary 1999 have been reflected in the “Effect of adoption of 1A% 207 line
in the statement of changes in shareholders” equity,
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Branch Network of Sberbank
Regional Head Offices

off c V Number of
Head Offices Address, Telephone hairperson

Altaisky Head Office

106-a Komsomolski Prospekt, Vladimir F. Pesotski 26 747 2
656038 Barnaul, Russia

tel.: (385-2) 39-92-11

32 Deputatskaya St.,
664047 Irkutsk, Russia
tel.: (395-2) 33-95-55

Anatoli A. Sizykh 62 702 1

35 Oktyabrskaya St., Yevgeni A. Korolev 182 2370 22
603005 Nizhniy Novgorod, Russia
tel.: (831-2) 78-86-00

46 Svobodny Prospekt, Valeri|. Aralkin 54 440 0
660028 Krasnoyarsk, Russia

tel.: (391-2) 59-80-03

4 Brestskaya St., Boris Z. Gvozdev 65 438 0
680011 Khabarovsk, Russia

tel.: (421-2) 34-21-16

61 Rizhskaya St.,
625023 Tyumen, Russia
tel.: (345-2) 41-21-53

Nina Ya. Bragina 69 954 6

4 Ordzhonikidze St.,
614000 Perm, Russia
tel. (342-2) 10-26-00

Viadimir 74 889 3
A. Verkholantsev

305 Novo-Sadovaya St.,
443011 Samara, Russia
tel. (846-2) 98-11-04

Viktor 177 2919 2
V. Shchurenkov
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i c . Number of
Head offices Address, telephone hairperson

Severny Head Office

!

8 Prospekt Oktyabrya,
150028 Yaroslavl, Russia
tel. (085-2) 72-88-51

Vladimir P Rybin 70 824 0

/11 Pushkina St., Galina D. Kozub 48 35 0
685000 Magadan, Russia

tel.; (413-22) 2-26-32

2 Krasnykh Tekstilshchikov St.,
193124 St. Petersburg, Russia
tel. (812) 329-96-00

Vladimir A. Shorin 79 985 1

361 Lenina St., Viktor V. Gavrilov 79 531 2
355085 Stavropol, Russia

tel.; (865-2) 24-39-76

46 Krasny Prospekt, Alexander A. Mikhin 45 759 0
630091 Novosibirsk, Russia

tel.; (383-2) 22-18-81

19 Vavilova St., Vladimir A. Nikonov 137 1753 1
117312 Moscow, Russia

tel.: (095) 957-58-79

31-v Malysheva St., Vladimir A. Cherkashin | 131 1745 2
620014 Ekaterinburg, Russia

tel.; (343-2) 51-17-44

28 Devyatogo Yanvarya St., Alexander K. Solovyev | 100 1699 2
394006 Voronezh, Russia

tel.: (073-2) 55-05-83

116 Pushkinskaya St.,
344006 Rostov-on-Don, Russia
tel.: (863-2) 64-39-20

Sergei V. Kugaev 79 1405 0

A list of Regional Head Offices is given as of January 1, 2001
A list of Regional Head Offices Chairpersons is given as of April 1, 2001
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Main Correspondents of Sberbank
for Settlements in Freely Convertible and Partially
Convertible Currencies

CURR. CORRESPONDENT BANK
AT S Donau Bank AG, Vienna
CAD Canadian Imperial Bank of Commerce, Toronto
CHE e UBS AG, Zurich
CZK Komercni Banka a.s., Prague
DK e Danske Bank A/S, Copenhagen
EUR/DEM. ..o, Deutsche Bank AG, Frankfurt am Main'
BEUR Chase Manhattan Bank AG, Frankfurt am Main?
EUR .o Westdeutsche Landesbank Girozentrale, Dusseldorf?
IV Merita Bank Plc, Helsinki
FRE. Banque Commerciale pour I'Europe du Nord - Eurobank, Paris
BB HSBC Bank Pic, London
JPY The Bank of Tokyo-Mitsubishi Ltd., Tokyo
N OK e Den Norske Bank ASA, Oslo
PLN Lo Bank Handlowy w Warszawie SA, Warsaw
SEK Nordbanken AB (publ), Stockholm
U S D The Bank of New York, New York
MULT Centro Internationale Handelsbank AG, Vienna
A Privatbank, Dnepropetrovsk
BY R Belvnesheconombank, Minsk
KBS International Moscow Bank, Moscow
TR International Moscow Bank, Moscow
KT e Kazkommertsbank, Almaty
B Hansapank, Tallinn
LV L e Hansapank, Tallinn
T Hansapank, Tallinn
M D Mobiasbanca SA, Chisinau

' For commercial payments
2 For bank-to-bank payments
* For low-value payments
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Details of Sberbank

Registered with the Central Bank of the Russian Federation on June 20, 1991
General Licence of the Central Bank of the Russian Federation renewed August 12, 1999
Registration number: 1481

Legal and Mail Address:......................cccoccoiiiiiiiiie, 19 Vavilova St., 117997 Moscow, Russia
TelePRONe: ... ... (+7 095) 957-58-62
AT e (+7 095) 957-57-31
TOIOXE ..o s 414733 SBRF RU
Tl Oy PO ..o, 114569 SBRF RU
E-Maile sbrf@sbrf.ru
Internet: . http:// www.sbrf.ru
SWIFT COde: ...t SABR RU MM
Reuters Dealing €Codes: ...t SBRF, SBRR, SBRO

Sherbank Reception

1/64 Dobrovolcheskaya St.,
Telephone: (095) 974-73-87

Sbherbank Call Desk

Telephones: (095) 974-66-77, (095) 974-66-46, (095) 974-77-61

Public Relations Department

http://sbrf.ru
E-mail: or@sbrf.ru
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