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EURASIAN DEVELOPMENT BANK

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATI ON AND APPROVAL
OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2007 AND FOR THE INCEP TION PERIOD ENDED

31 DECEMBER 2006

The following statement, which should be read injgoction with the independent auditors’ respotiisids
stated in the independent auditors’ report setayupages 2-3, is made with a view to distinguishing
the respective responsibilities of management drabet of the independent auditors in relation to
the financial statements of the Eurasian DeveloprBank (the “Bank”).

Management is responsible for the preparation effitencial statements that present fairly the rfoial
position of the Bank at 31 December 2007 and 20@6results of its operations, cash flows and chamy
equity for the year 31 December 2007 and for tleeption period ended 31 December 2006, in accoedanc
with International Financial Reporting Standard&RS”).

In preparing the financial statements, managensamsiponsible for:

. Selecting suitable accounting principles and apgiyhem consistently;
. Making judgments and estimates that are reasomailerudent;

. Stating whether IFRS have been followed, subjeetntyp material departures disclosed and explained
in the financial statements; and

. Preparing the financial statements on a going aonceasis, unless it is inappropriate
to presume that the Bank will continue in busirfesshe foreseeable future.

Management is also responsible for:

. Designing, implementing and maintaining an effextisnd sound system of internal controls,
throughout the Bank;

. Maintaining proper accounting records that disclosdgth reasonable accuracy at any time,
the financial position of the Bank, and which eeathlem to ensure that the financial statementleof t
Bank comply with IFRS;

e Taking such steps as are reasonably availablesto th safeguard the assets of the Bank; and
. Detecting and preventing fraud, errors and othregirlarities.

The financial statements for the year ended 31 mDbee 2007 and for the inception period ended
31 December 2006 were authorized for issue on 8eep 2008 by the management of the Bank.

On behalf of the management of the Bank:

I.V. Finogenov M.A. Dzhaukenov
Chairman of the Executive Board Deputy Chairman ofthe Executive
Board — Financial Director

8 February 2008 8 February 2008
Almaty Almaty



INDEPENDENT AUDITORS’ REPORT
To the members of the Council of the Eurasian Diweent Bank:
Report on the Financial Statements

We have audited the accompanying financial statésnafinthe Eurasian Development Bank (the “Bank”),
which comprise the balance sheet as at 31 Dece?f®5r and 2006, and the income statement, statements
of changes in equity and cash flows for the yeatedn31 December 2007 and for the inception period
ended 31 December 2006, and a summary of signifac@ounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statments

Management is responsible for the preparation aid gresentation of these financial statements in
accordance with International Financial Reportingin8ards. This responsibility includes: designing,
implementing and maintaining internal control relet/to the preparation and fair presentation cdrfaial
statements that are free from material misstatememdther due to fraud or error; selecting and yppl|
appropriate accounting policies; and making acdogreastimates that are reasonable in the circurostan

Auditor’'s Responsibility

Our responsibility is to express an opinion on ¢éhisancial statements based on our audit. We atirdu
our audit in accordance with International Standand Auditing. Those standards require that we ¢pmp
with ethical requirements and plan and perform deit to obtain reasonable assurance whether the
financial statements are free from material misstent.

An audit involves performing procedures to obtaidifevidence about the amounts and disclosurdein
financial statements. The procedures selected deperthe auditor's judgment, including the assesgéme
of the risks of material misstatement of the finahstatements, whether due to fraud or error. &kimg
those risk assessments, the auditor considersaiteontrol relevant to the entity’s preparatiord dair
presentation of the financial statements in oradedesign audit procedures that are appropriatdén t
circumstances, but not for the purpose of exprgssan opinion on the effectiveness of
the entity’s internal control.

An audit also includes evaluating the appropriagsrad accounting policies used and the reasonaddefe
accounting estimates made by management, as wellagating the overall presentation of the finahci
statements.

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



Opinion

In our opinion, the financial statements preseiyfain all material respects the financial pasiti of

the Eurasian Development Bank as at 31 Decembét @00 2006, and its financial performance and cash
flows for the year ended 31 December 2007 and Herinception period ended 31 December 2006 in
accordance with International Financial Reportitan8ards.

Deloitte, LLP

State license on auditing of the Republic of Nurlan Bekenov
Kazakhstan Number 0000015, type MFU-2, issued by Engagement Partner
the Ministry of Finance of the Republic of Kazaldrst General Director
dated 13 September 2006 Deloitte, LLP

8 February 2008
Almaty



EURASIAN DEVELOPMENT BANK

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2007 AND FOR THE INCEP TION PERIOD ENDED
31 DECEMBER 2006

(in thousands of US dollars)

Notes Year ended Period from
31 02%0097mbef 16 June 2006
(inception date)
to 31 December

2006

Interest income 4 59,281 12,115
Interest expense 4 (13,436) (250)
NET INTEREST INCOME BEFORE PROVISION

FOR IMPAIRMENT LOSSES ON INTEREST BEARING

ASSETS 45,845 11,865
Provision for impairment losses on loans to custsme 5 (556) -
NET INTEREST INCOME 45,289 11,865
Net (loss)/gain on financial assets and liabiliaegir value through

profit or loss 6 (11,358) 1,974
Net gain on transactions in foreign currencies 7 ,02@ 1,047
Fee and commission income 8 75 -
Fee and commission expense 8 (1,070) (368)
Other income - 17
NET NON-INTEREST INCOME 9,693 2,670
OPERATING INCOME 54,982 14,535
OPERATING EXPENSES 9, 22 (15,723) (4,656)
NET PROFIT 39,259 9,879

On behalf of the management of the Bank:

[.V. Finogenov
Chairman of the Executive Board

8 February 2008
Almaty

M.A. Dzhaukenov
Deputy Chairman ofthe Executive Board
Financial Director

8 February 2008
Almaty

The notes on pages 8-37 form an integral part cigtfieancial statements.



EURASIAN DEVELOPMENT BANK

BALANCE SHEET
AS AT 31 DECEMBER 2007 AND 2006
(in thousands of US dollars)

ASSETS:

Cash and balances with national (central) bankseshber-

states of the Bank
Financial assets at fair value through profit @slo
Loans and advances to banks
Loans to customers
Financial assets available-for-sale
Property, equipment and intangible assets
Other assets

TOTAL ASSETS
LIABILITIES AND EQUITY

LIABILITIES:
Loans and deposits from banks
Financial liabilities at fair value through profit loss
Other liabilities

Total liabilities
EQUITY:

Share capital
Reserve fund
Retained earnings

Total equity
TOTAL LIABILITIES AND EQUITY

On behalf of the management of the Bank:

[.V. Finogenov
Chairman of the Executive Board

8 February 2008
Almaty

Notes 31 December

31 December

2007 2006
10 1,533 129
11 490,844 290,355
12 599,379 470,594
13 164,673 -
14 39,883 -
15 13,441 11,006
16 3,100 2,060
1,312,853 774,144
17 450,267 149,328
11 4,392 306
18 4,269 615
458,928 150,249
19 804,787 614,016
4,940 -
44,198 9,879
853,925 623,895
1,312,853 774,144

M.A. Dzhaukenov

Deputy Chairman ofthe Executive Board

Financial Director

8 February 2008
Almaty

The notes on pages 8-37 form an integral part cigtfieancial statements.



EURASIAN DEVELOPMENT BANK

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2007 AND FOR THE INCEP TION PERIOD ENDED

31 DECEMBER 2006
(in thousands of US dollars)

Share Reserve Retained Total
capital fund earnings equity
16 June 2006
(inception date) - - - -
Initial issuance of share capital 614,016 - - 614,016
Net profit - - 9,879 9,879
31 December 2006 614,016 - 9,879 623,895
Share capital increase 190,771 - 190,771
Transfer to reserve fund - 4,940 (4,940) -
Net profit - - 39,259 39,259
31 December 2007 804,787 4,940 44,198 853,925

On behalf of the management of the Bank:

[.V. Finogenov M.A. Dzhaukenov

Chairman of the Executive Board Deputy Chairman ofthe Executive Board
Financial Director

8 February 2008 8 February 2008

Almaty Almaty

The notes on pages 8-37 form an integral part aieti@ancial statements.
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EURASIAN DEVELOPMENT BANK

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2007 AND FOR THE INCEP TION PERIOD ENDED

31 DECEMBER 2006
(in thousands of US dollars)

CASH FLOWS FROM OPERATING ACTIVITIES:

Notes Year Period from
ended 16 June 2006
31 December2007 (inception date)
to 31 December

Interest received on loans to customers
Interest received on loans and advances to banks
Interest received on loans under reverse repurdgreements

Interest and income received from financial asaettliabilities at fair

value through profit and loss
Interest paid on loans and deposits from banks
Fee and commission paid
Other income received
Operating expenses paid

Changes in operating assets

Increase in loans to customers

Increase in loans and advances to banks

Increase in financial assets and liabilities at¥alue
through profit and loss

Decrease/(increase) in other assets

Changes in operating liabilities

Increase in deposits from banks
Increase in other liabilities

Net cash outflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of financial assets available-for-sale
Purchase of property, equipment and intangibleteisse
Increase of prepayments on capital expenditures

Net cash outflow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of share capital
Proceeds from loans from banks

Repayments of loans from banks
Net cash inflow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, at beginning of the period

Effect of changesin foreign exchange rate on cash and
cash equivalents

CASH AND CASH EQUIVALENTS, at end of the period

On behalf of the Management Board:

I.V. Finogenov
Chairman of the Executive Board

8 February 2008
Almaty

2006
4,932
8,842 6,938
7,058 -
3,416 3,681
878) (29)
(1,008) (329)
43 -
(12,184) (4,026)
(162,562) -
(51,417) (109,971)
(188,783) (288,577)
1,486 (1,823)
51,814 -
3,539 576
(30®) (393,560)
9,760) -
(2,943) (11,056)
4652 (237)
(45,168 (11,293)
190,771 14,066
397,568 149,085
(150,000) -
438,339 763,101
66,471 3582
10 358,248 -
13,789 -
10 #5808 358,248

M.A. Dzhaukenov

Deputy Chairman ofthe Executive Board
Financial Director

8 February 2008

Almaty

The notes on pages 8-37 form an integral part cigtfieancial statements.



EURASIAN DEVELOPMENT BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2007 AND FOR THE INCEP TION PERIOD ENDED
31 DECEMBER 2006

(in thousands of US dollars, except share data)

1.

ORGANISATION

The Eurasian Development Bank (the “Bank”) is aerimational organization, which was established
in accordance with the Agreement Establishing thea&an Development Bank, entered into between
the Russian Federation and the Republic of Kazakheh 12 January 2006 (the “Agreement on

Incorporation”). This Agreement on Incorporationchme effective on 16 June 2006, upon

fulfillment of domestic procedures necessary fdo ibecome effective.

The Bank’s membership is open to new participanishsthat other states and international
organizations may join the Agreement on Incorporaif the Bank. The strategic objective of the
Bank is to promote development of the market ecgnamits member-states, including their
economic growth and the expansion of mutual tradé @conomic relations through investment
activity. The Bank’s objective is to be a consdiidg element of financial infrastructure in thegim

economic area, a partner of member-states in degpehintegration processes in the Eurasian area.

The Bank's principal activities consist of investindanking, operations with securities, loans,
foreign currencies and provision of loans and guses. The Bank finances large and medium
investment projects that are medium-term and lengitin duration, including industrial and
innovative programs of member-states and interstatget programs. The Bank also provides
financing for investment projects of interregiosainificance, and lends to industrial companies of
member-states.

Headquarters of the Bank are registered at: 9gjl@astreet, Almaty, the Republic of Kazakhstan.

The total number of employees of the Bank as dd&iember 2007 and 31 December 2006 was 115
and 57, respectively.

In accordance with its Charter, the Bank possdssesinity against any legal proceedings, except for
the cases which do not result from its executioitsgbowers. The property and the assets of th& Ban
possess the same immunities from search, requis#ioest, confiscation, expropriation or any other
form of withdrawal or alienation prior to final jgchent in relation to the Bank. The Bank is
exempted from any taxes, levies, duties and othgments, except for those that represent a payment
for specific types of service.

As at 31 December 2007 and 2006, shares of the Barikowned as follows:

31 December 31 December
2007 2006
The Republic of Kazakhstan 50.30% 33.33%
The Russian Federation 49.70% 66.67%
Total 100.00% 100.00%

BASIS OF PRESENTATION
Accounting basis

These financial statements have been preparedcordance with International Financial Reporting
Standards (“IFRS”) issued by the International Acuing Standards Board (“IASB”) and
Interpretations issued by the International FinanRieporting Interpretations Committee (“IFRIC”).
These financial statements are presented in U&rdpllinless otherwise indicated. These financial
statements have been prepared under the accruabdnahd historical cost convention, except for the
measurement at fair value of certain financialrinsients.



In year ended 31 December 2007, the Bank changgatésentation of the statements of cash flows
from the indirect method to the direct method idesrto provide more relevant information to the
readers of the financial information regarding Bemk’s cash flows from operating activities. The
statement of cash flows for the period from 16 J20@6 (inception date) to 31 December 2006 has
been reclassified as a result of this change.

Areas of significant management judgment and sourceof estimation uncertainty

The preparation of financial statements in accardamith IFRS requires management of the Bank to
make estimates and assumptions that affect thertegp@amounts of assets and liabilities at the
balance sheet date and the reported amount of m@wd expense during the period ended. Such
estimates and assumptions are based on the infomaatailable to the Bank’s management as of the
date of the financial statements. Therefore, acteallts could differ from those estimates and
assumptions. Estimates that are patrticularly suddepto change relate to the provisions for

impairment losses and the fair value of finanaigtiuments, including derivatives.

Provision for Impairment Losses

Loans to customers and loans and advances to la@mekseasured at amortised cost less allowance
for impairment losses. The estimation of allowandes impairment involves the exercise of
significant judgment. The Bank estimates allowandes impairment with the objective of
maintaining balance sheet provisions at a levekbetl by management to be sufficient to absorb
losses incurred in the Bank’s loan portfolio. Tladcalation of provisions on impaired loans is based
on the likelihood of the asset being written ofidaime estimated loss on such a write-off. These
assessments are made using statistical techniqsesl ton historic experience adjusted for current
trends. These determinations are supplementedebjuttyment of management. The allowances for
impairment losses as at 31 December 2007 and 3&nimer 2006 were 556 thousand US dollars
and nil, respectively.

The Bank considers accounting estimates relategréwisions for loans to be key sources of
estimation uncertainty because: (i) they are highigceptible to change from period to period as the
assumptions about future default rates and valuatidosses relating to impaired loans and advances
are based on recent performance experience, gnahgii significant difference between the Bank’s
estimated losses and actual losses would requerd#mk to record provisions which could have a
material impact on its financial statements in fatperiods. The Bank’s assumptions about estimated
losses are based on past performance, past cudteimavior, the credit quality of recent underwritte
business and general economic conditions, whiclnatreecessarily an indication of future losses.

Valuation of Financial Instruments

Financial instruments that are classified at falue through profit or loss or available for saed all
derivatives, are stated at fair value. The fairueabf such financial instruments is the estimated
amount at which the instrument could be exchangeal géurrent transaction between willing parties,
other than in a forced or liquidation sale. If aotpd market price is available for an instrumemé, t
fair value is calculated based on the market pki¢ben valuation parameters are not observable in
the market or cannot be derived from observableketgorices, the fair value is derived through
analysis of other observable market data appra@pfaateach product and pricing models which use a
mathematical methodology based on accepted finkth@aries. Pricing models take into account the
contract terms of the securities as well as mdksed valuation parameters, such as interest rates,
volatility, exchange rates and the credit ratingtled counterparty. Where market-based valuation
parameters are not directly observable, managemidninake a judgment as to its best estimate of
that parameter in order to determine a reasonaffllection of how the market would be expected to
price the instrument. In exercising this judgmeatyariety of tools are used including proxy
observable data, historical data, and extrapolakachniques. The best evidence of fair value of a
financial instrument at initial recognition is ttransaction price unless the instrument is evideye
comparison with data from observable markets. Aifferénce between the transaction price and the
value based on a valuation technique is not reeegnin the statement of income on initial
recognition. Subsequent gains or losses are onbgrézed to the extent that it arises from a change
in a factor that market participants would considesetting a price.



The Bank considers that the accounting estimatge@lto valuation of financial instruments where
quoted markets prices are not available is a keycgoof estimation uncertainty because: (i) it is
highly susceptible to change from period to perizecause it requires management to make
assumptions about interest rates, volatility, ergearates, the credit rating of the counterparty,
valuation adjustments and specific feature of thaedactions and (ii) the impact that recognising a
change in the valuations would have on the assierted on its balance sheet as well as its
profit/(loss) could be material.

Had management used different assumptions regatagnterest rates, volatility, exchange rates,
the credit rating of the counterparty and valuatamjustments, a larger or smaller change in the
valuation of financial instruments where quoted keauprices are not available would have resulted
that could have had a material impact on the Bardpsrted net income.

The carrying amount of the financial instrumentdaét value is as follows as at 31 December 2007
and 2006:

31 December 31 December
2007 2006
Financial assets at fair value through profit @slo 490,844 290,355
Financial assets available-for-sale 39,883 -
Financial liabilities at fair value through profit loss 4,392 306

Functional currency
The functional currency of the Bank is the US dolla

The Bank considered the following factors in defeing its functional currency: the US dollar
mainly influences sales prices for services, labmaterial and other costs, share capital is formed
US dollars, and funds from financing activities gemerated mainly in US dollars.

SIGNIFICANT ACCOUNTING POLICIES

Recognition and measurement of financial instrumerst

The Bank recognizes financial assets and lialslitie its balance sheet when it becomes a parheto t
contractual obligation of the instrument. Regulaxywurchase and sale of the financial assets and
liabilities are recognized using settlement dateoanting. Regular way purchases of financial
instruments that will be subsequently measurediatvilue between trade date and settlement date
are accounted for in the same way as for acquirgiduments.

Financial assets and liabilities are initially rgoized at fair value plus, in the case of a finahasset or
financial liability not at fair value through profr loss, transaction costs that are directlybaitable to
acquisition or issue of the financial asset orrimal liability. The accounting policies for subseqt re-
measurement of these items are disclosed in theatge accounting policies set out below.

Cash and cash equivalents

Cash and cash equivalents include cash on handstuioted balances on correspondent and time
deposit accounts and advances to banks with otigiaturities within 90 days.

10



Financial assets and liabilities at fair value thraigh profit or loss

Financial assets and liabilities at fair value tlgio profit or loss represent derivative instrumeats
securities (1) acquired principally for the purpadeselling them in the near future, (2) which are
part of portfolio of identified financial instrumenthat are managed together and for which there is
evidence of a recent and actual pattern of sham-f@ofit taking or (3) which are designated by the
Bank at fair value through profit or loss uponialitecognition. Financial assets at fair valuetigh
profit or loss are initially recorded and subsedlyemeasured at fair value. The Bank uses quoted
market prices to determine fair value for finan@asets and liabilities at fair value through grofi
loss. The fair value adjustment on financial asaets liabilities at fair value through profit ors®is
recognized in the income statement for the peft@ Bank does not reclassify financial instruments
in or out of this category while they are held.

Derivative financial instruments are used by tha@lBor trading purposes and to provide economic

hedges against exposures to fluctuations in foreigmency exchange rates and interest rates.
Although the above-mentioned hedges may be efiedtiom an economic standpoint, they do not

receive hedge accounting treatment and as suchgebkan the market value of these instruments are
recorded in the income statement.

Loans and advances tthanks

In the normal course of business, the Bank maisitaitvances and deposits for various periods of time
with other banks. Loans and advances to banks agesumed at amortized cost using the effective
interest method, and are carried net of any alleedor impairment losses.

Loans and advances to banks are written off agtiestllowance for impairment losses when deemed
uncollectible. Loans and advances are written &framanagement has exercised all possibilities
available to collect amounts due to the Bank aridr ahe Bank has sold all available collateral.
Subsequent recoveries of amounts previously writedecrease the charge for impairment of financia
assets in the income statement in the period oivezg.

Repurchase and reverse repurchase agreements

In the normal course of business the Bank entéossi@le and purchase back agreements (“repos”) and
purchase and sale back agreements of financialsagseverse repos”). Repos and reverse repos are
utilized by the Bank as an element of its treasnanpagement.

A repo is an agreement to transfer a financialtassanother party in exchange for cash or other
consideration and a concurrent obligation to re@edbe financial assets at a future date for aouarn
equal to the cash or other consideration exchap@iedinterest. These agreements are accounted for
as financing transactions. Financial assets sali@urepos are retained in the financial statemamis
consideration received under these agreementsasded as loans from banks.

Assets purchased under reverse repos are recardbd financial statements as loans and advances
to banks.

In the event that assets purchased under revgyes age sold to third parties, the results arerdszb
with the gain or loss included in net gains/(loysesrespective assets. Any related income or esgpen
arising from the pricing difference between purehaad sale of the underlying assets is recognized
as interest income or expense in the income statieme

Loans to customers

Loans to customers are non-derivative assets widl for determinable payments that are not quoted
in an active market other than those classifieskler categories of financial assets.
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Loans to customers granted by the Bank are injti@tognized at fair value plus related transaction
costs. Where the fair value of consideration gideas not equal the fair value of the loan, for exam
where the loan is issued at lower than market rates difference between the fair value of
consideration given and the fair value of the lzarecognized as a loss on initial recognitionhaf fiban
and included in the income statement according @ture of the losses. Subsequently, loans are
carried at amortized cost using the effective ggemethod. Loans to customers are carried netyof a
allowance for impairment losses.

Loans to customers are written off against thewalce for impairment losses when deemed
uncollectible. Such write offs are recorded aft@magement has exercised all possibilities avaitable
collect amounts due to the Bank and after the Bagk sold all available collateral. Subsequent
recoveries of amounts previously written off arferted as an offset to the charge for impairmdnt o
financial assets in the income statement in thegef recovery.

Allowance for impairment losses
Assets carried at amortized cost

The Bank accounts for impairment losses of findrnassets when there is objective evidence that a
financial asset or group of financial assets isamgul. Impairment losses are measured as theatiffer
between carrying amounts and the present valuexpécted future cash flows, including amounts
recoverable from guarantees and collateral, digeduat the financial asset’s original effectiveenatst
rate. Such impairment losses are not reverse@ssirif in a subsequent period the amount of the
impairment loss decreases and the decrease caglabedrobjectively to an event occurring after the
impairment was recognized, such as recoveries,hichacase the previously recognized impairment
loss is reversed.

Financial assets available-for-sale

If an available-for-sale asset is impaired, an amh@omprising the difference between its cost @fet
any principal payment and amortisation) and itgemirfair value, less any impairment loss previpusl
recognized in the income statement, is transfein@d equity to the income statement. Reversals of
impairment losses in respect of equity instrumetassified as available-for-sale are not recognined
the income statement. Reversals of impairment $ossedebt instruments are reversed through the
income statement if the increase in fair valuehef instrument can be objectively related to an even
occurring after the impairment loss was recogniadtie income statement.

Derecognition of Financial Assets and Liabilities
Financial assets

A financial asset (or, where applicable a part bhancial asset or part of a group of similar fingl
assets) is derecognized where:

» the rights to receive cash flows from the asseelepired;

» the Bank has transferred its rights to receive dksts from the asset, or retained the right to
receive cash flows from the asset, but has asswmeabligation to pay them in full without
material delay to a third party under a ‘pass-tgidwarrangement; and

» the Bank either (a) has transferred substantidllisha risks and rewards of the asset, or (b) has
neither transferred nor retained substantiallytiadl risks and rewards of the asset, but has
transferred control of the asset.

12



A financial asset is derecognized when it has bwansferred and the transfer qualifies for
derecognition. A transfer requires that the Barikegi (a) transfers the contractual rights to nezei
the asset's cash flows; or (b) retains the righthi® asset’s cash flows but assumes a contractual
obligation to pay those cash flows to a third pa#tfter a transfer, the Bank reassesses the etdent
which it has retained the risks and rewards of ashp of the transferred asset. If substantially al
the risks and rewards have been retained, the gBains on the balance sheet. If substantiallgfall
the risks and rewards have been transferred, tet ssderecognized. If substantially all the riaksl
rewards have been neither retained nor transfetihedBank assesses whether or not it has retained
control of the asset. If it has not retained cdntiioe asset is derecognized. Where the Bank has
retained control of the asset, it continues to gece the asset to the extent of its continuing
involvement.

Financial liabilities
A financial liability is derecognized when the adtion is discharged, cancelled, or expires.

Where an existing financial liability is replacegt Bnother from the same lender on substantially
different terms, or the terms of an existing lidpilare substantially modified, such an exchange or
modification is treated as a de-recognition of traginal liability and the recognition of a new
liability, and the difference in the respectivergarg amounts is recognized in the income statement

Financial assets available-for-sale

Financial assets available-for-sale represent alethtequity investments that are intended to be foeld
an indefinite period of time. Financial assets lawde-for-sale are initially recorded at fair valaad
subsequently measured at fair value, with such e@asmrement recognized directly in equity except
for impairment losses, foreign exchange gains @sde and interest income accrued using the
effective interest method, which are recognizeedly in the income statement. When sold, the
gain/loss previously recorded in equity is recyctacbugh the income statement. The Bank uses
guoted market prices to determine the fair valudHe Bank’s financial assets available-for-sdi¢hé
market for investments is not active, the Bank l#istaes fair value by using valuation techniques.
Valuation techniques include using recent arm’'gtlermarket transactions between knowledgeable,
willing parties, reference to the current fair valof another instrument that is substantially tmes,
discounted cash flow analysis and option pricinglet® If there is a valuation technique commonly
used by market participants to price the instrunaek that technique has been demonstrated to provid
reliable estimates of prices obtained in actuaketaransactions, the Bank uses that technique.

Property, equipment and intangible assets

Property, equipment and intangible assets aresdaatihistorical cost less accumulated depreciatiah
any recognized impairment loss, if any. Deprecatb assets under construction and those not placed
in service commences from the date the asseteady for their intended use.

Depreciation and amortization is charged on theyoay value of property, equipment and intangible
assets and is designed to write off assets overukeful economic lives. It is calculated on aigtht
line basis at the following annual prescribed rates

Furniture and equipment 14.3%-50%
Vehicles 16.67%-25%
Intangible assets 15%-50%

The carrying amounts of property, equipment andnigible assets are reviewed at each balance sheet
date to assess whether they are recorded in extissr recoverable amounts. The recoverable atmoun
is the higher of fair value less costs to sell ealde in use. Where carrying values exceed theasd
recoverable amount, assets are written down totbedverable amount.
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Impairment is recognized in the respective periatl ds included in operating expenses.
After the recognition of an impairment loss the memtion charge for property, equipment and
intangible assets is adjusted in future periodsllocate the assets’ revised carrying value, l&ss i
residual value (if any), on a systematic basis @gaemaining useful life.

Taxation

The Bank, its income, property and other assetsaso its operations and transactions carriednout
accordance with the present Charter on the teyrdbmember-states of the Bank, are exempted from
any taxes, levies, duties and other payments, e€faethat which represent payment for certain g/pe
of services.

Loans and deposits from banks

Loans and deposits from banks are initially recogghiat fair value. Subsequently, amounts due are
stated at amortized cost and any difference betwssinproceeds and the redemption value is
recognized in the income statement over the peoiothe borrowings using the effective interest

method.

Provisions

Provisions are recognized when the Bank has angrkggal or constructive obligation as a resulpasgt
events, and it is probable that an outflow of resesiembodying economic benefits will be requiced t
settle the obligation and a reliable estimate efdhligation can be made.

Financial guarantee contracts issued and letters afredit

Financial guarantee contracts and letters of creslited by the Bank provide for specified paymémts
be made in order to reimburse the holder for a insarred such that payments are made when a
specified debtor fails to make payment when dueewride original or modified terms of a debt
instrument. Such financial guarantee contractslettels of credit issued are initially recognizedadr
value. Subsequently they are measured at the hafhéx) the amount recognized as a provision in
accordance with International Accounting StanddAB) 37, “Provisions, Contingent Liabilities and
Contingent Assets”, and (b) the amount initiallycagnized less, where appropriate, cumulative
amortization of initial premium revenue receiveeothe financial guarantee contracts or letteredlit
issued.

Share capital
Share capital is recognized at cost.
Retirement and other benefit obligations

The Bank is exempt from payments to obligatory mendunds. The Bank provides non-state

retirement obligations in accordance with intemmegjulative documents of the Bank. In accordance
with the pension retirement programme, certain gralages of pension payments are withheld from
total disbursements to staff to be transferredetosjpn funds, such that a portion of salary expénse

withheld from the employee and instead paid to asjp® fund on behalf of the employee. Upon
retirement benefit payments will be made by pengiords. The Bank does not have any pension
arrangements separate from the one prescribed.

Recognition of income and expense

Interest income and expense are recognized on@nahdasis using the effective interest method.
The effective interest method is a method of calind) the amortized cost of a financial asset or
a financial liability (or group of financial asseds financial liabilities) and of allocating thetémest
income or interest expense over the relevant pefibd effective interest rate is the rate that tyac
discounts estimated future cash payments or receipbugh the expected life of the financial
instrument or, when appropriate, a shorter perathe net carrying amount of the financial asset
or financial liability.
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Once a financial asset or a group of similar fin@rgssets has been written down (partly writtewrdo
as a result of an impairment loss, interest incasninereafter recognized using the rate of interest
used to discount the future cash flows for the psepof measuring the impairment loss.

Interest earned on assets at fair value are dkedgsifithin interest income.

Loan origination fees are deferred, together Withrelated direct costs, and recognized as antadjos

to the effective interest rate of the loan. Wherg probable that a loan commitment will lead tpacific
lending arrangement, the loan commitment fees afergéd, together with the related direct costs,
and recognized as an adjustment to the effectieeast rate of the resulting loan. Where it is ketji

that a loan commitment will lead to a specific lemgdarrangement, the loan commitment fees are
recognized in the income statement over the remgiperiod of the loan commitment. Where a loan
commitment expires without resulting in a loan, li@n commitment fee is recognized in the income
statement on expiry. Loan servicing fees are reizegnas revenue as the services are provided. Loan
syndication fees are recognized in the income rsi@té through amortization using effective interest
rate method for the period of loan. All other coresimns are recognized when services are provided.

Foreign currency translation

Transactions in foreign currencies are accountedtfthe exchange rates prevailing at the datbeof t
transaction. Monetary assets and liabilities deénated in foreign currencies are translated into US
dollars at the appropriate spot rates of exchaatgs prevailing at the balance sheet date. Pianiis
losses arising from these translations are includlegt gain on transactions in foreign currencies.

Rates of exchange

The exchange rates used by the Bank in the préparmait the financial statements as at year-end are
as follows:

31 December 31 December
2007 2006
US dollar/1 Kazakhstani tenge 0.0082902 0.0078846
US dollar/1 Russian ruble 0.0407501 0.0379779
US dollar/1 English pound sterling 1.9962999 1.9664009
US dollar/1 Euro 1.4646004 1.3177004

Offset of financial assets and liabilities

Financial assets and liabilities are offset andre net on the balance sheet when the Bank has a
legally enforceable right to set off the recognizedounts and the Bank intends either to settle on a
net basis or to realize the asset and settle dbdity simultaneously. In accounting for a transhé a
financial asset that does not qualify for derectigmi the Bank does not offset the transferredtasse

the associated liability.

Segment reporting

A segment is a distinguishable component of thekBhat is engaged either in providing products or
services (business segment) or in providing pradwmst services within a particular economic
environment (geographical segment), which is sutigedsks and rewards that are different from éos
of other segments. Segments with a majority of maeeearned from sales to external customers and
whose revenue, result or assets are ten per cenvi@ of all the segments are reported separately.
Geographical segments of the Bank have been repegparately within these financial statements
based on the ultimate domicile of the counterparty, based on economic risk rather than legalafisk
the counterparty. The Bank’s primary format foraimg segment information is based on geography,
and the Bank has only one business segment.
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Adoption of new and revised standards

In the current year, the Bank has adopted all efrtaw and revised Standards and Interpretations
issued by the International Accounting Standardar8dthe IASB) and the International Financial
Reporting Interpretations Committee (the IFRIC)tlué IASB that are relevant to its operations and
effective for reporting periods ending on 31 Decem®007. The adoption of these new and revised
Standards and Interpretations has not resultegymifisant changes to the Bank’s accounting poscie
that have affected the amounts reported for theentior prior years.

IFRS 7 — During 2007, the Bank adopted IFRS 7 “Finantistruments: Disclosure” (“IFRS 77).
The standard replaces IAS 30 “Disclosures in timaftial Statements of Banks and Similar Financial
Institutions” and the disclosure provisions in IA® “Financial Instruments: Disclosure and
Presentation”. IFRS 7 requires disclosure of tlgmiicance of financial instruments for an entity’s
financial position and performance and of quak&tand quantitative information about exposure to
risks arising from financial instruments. Adoptiofh IFRS 7 did not affect the classification and

measurement of the Bank’s financial instrumenthafinancial statements.

Standards and interpretations issued and not yet aapted

IFRS 8 — The IASB issued IFRS 8 “Operating Segments” ac&mber 2006. This will replace IAS
14 “Segment Reporting” for accounting periods begig on or after 1 January 2009. IFRS 8 requires
segmental analysis reported by an entity to be doame information used by management.
Management is currently assessing the impact chdoption of IFRS 8.

NET INTEREST INCOME

Year ended Period from
31 December 16 June 2006
2007 (inception date)
to 31 December
2006
Interest income comprises:
Interest income on assets recorded at amortized cos

- interest income on impaired assets 4,426 -

- interest income on unimpaired assets 37,586 9,441
Interest income on financial assets at fair vafweugh profit or loss 17,142 2,674
Interest income on financial assets available-&de-s 127 -
Total interest income 59,281 12,115
Interest income on assets recorded at amortize¢ccooyrises:

Interest on loans to customers 7,599 -

Interest on loans and advances to banks 34,413 9,441
Total interest income on assets recorded at amdrtiast 42,012 9,441
Interest income on assets at fair value througfitmmoloss:

Interest income on financial assets held-for-trgdin 17,142 2,674
Total interest income on assets at fair value thnqurgfit or loss 17,142 2,674
Interest expense comprises:

Interest on liabilities recorded at amortized cost (13,436) (250)
Interest income on assets at fair value througfitpmoloss - -
Total interest expense (13,436) (250)
Interest expense on liabilities recorded at amedtizost comprise:

Interest on loans and deposits from banks (13,436) (250)
Total interest expense on financial liabilities netew at amortized cost (13,436) (250)
Net interest income before provision for impairmentlosses on

interest bearing assets 45,845 11,865
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ALLOWANCE FOR IMPAIRMENT LOSSES

The movements in allowance for impairment lossemtarest bearing assets were as follows:

Loans Total
to customers
31 December 2006 - -
Provisions (556) (556)
31 December 2007 (556) (556)

NET (LOSS)/GAIN ON FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE

THROUGH PROFIT OR LOSS

Net (loss)/gain on financial assets and liabilie$air value through profit or loss comprises:

Year ended Period from
31 December 16 June 2006
2007 (inception date)
to 31 December
2006
Net (loss)/gain on financial assets and liabilitietd-for-trading (11,358) 1,974
Total net (loss)/gain on financial assets and lialities at fair value
through profit or loss (11,358) 1,974
Net (loss)/gain on operations with financial assets liabilities held-
for-trading comprise:
Realized gain on trading operations 2,562 466
Unrealized income on fair value adjustment 1,044 541,
Net gain on operations with derivative financiatmments
on bonds 222 106
Net loss on operations with derivative financiatmments
in foreign currency (15,186) (145)
Total net (loss)/gain on operations with financiahssets and
liabilities held-for-trading (11,358) 1,974
NET GAIN ON TRANSACTIONS IN FOREIGN CURRENCIES
Net gain on transactions in foreign currencies auseg:
Year ended Period from
31 December 16 June 2006
2007 (inception date)
to 31 December
2006
Translation differences, net 22,017 1,085
Dealing, net 29 (38)
Total net gain on transactions in foreign currencies 22,046 1,047

17



10.

FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

Year ended Period from
31 December 16 June 2006
2007 (inception date)
to 31 December
2006
Fee and commission income:

Expertise services 75 -
Total fee and commission income 75 -
Fee and commission expense:

Fees for trust management services (792) (305)

Operations with securities (224) (50)

Money transfer services (46) (12)

Other (8) (1)
Total fee and commission expense (1,070) (368)
OPERATING EXPENSES
Operating expenses comprise:

Year ended Period from
31 December 16 June 2006
2007 (inception date)
to 31 Decembe

2006

Staff costs and other payments to employees 10,583 3,126
Professional services 981 473
Business trip expenses 839 322
Premises expenses 727 118
Depreciation and amortization 508 54
Maintenance of acquired systems and programs 505 20
Communication expenses 415 104
Business development expenses 357 44
Transportation expenses 304 104
Office, postal and printing expenses 173 25
Training 74 5
Security 61 17
Other expenses 196 244
15,723 4,656

CASH AND BALANCES WITH NATIONAL (CENTRAL) BANKS OF MEMBER -STATES
OF THE BANK

31 December 31 December

2007 2006
Balances with the National Bank of the Republi&akzakhstan 1,437 74
Cash 96 55

Total cash and balances with national (central) bafiknember-states
of the Bank 1,533 129
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11.

Cash and cash equivalents for the purposes otdkengent of cash flows comprise the following:

31 December 2007 31 December 2006

Cash and balances with national (central) bankseshber-states of the Bank
Loans and advances to banks of OECD countries, tlssid&uFederation a
the Republic of Kazakhstan

Total cash and cash equivalents

1,533 129
436,975 358,119
438,508 358,248

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THRO UGH PROFIT OR LOSS

Financial assets at fair value through profit asloomprise:

31 December

31 December

2007 2006
Financial assets held-for-trading:
Debt securities 439,522 249,419
Debt securities under trust management 51,245 40,519
Derivative financial instruments 77 417
Total financial assets held-for-trading 490,844 290,355
Total financial assets at fair value through profitoss 490,844 290,355

Financial assets held-for-trading comprise:

31 December 2007

Nominal interest Amount
rate

Debt securities:
Eurobonds of the Russian Federation 7.5% 206,517
US Treasury notes 4.25% 51,033
Bonds issued by non-financial organizations 6.630% 72,960
Bonds issued by banks and financial institutions of

the Russian Federation 6.2-7.85% 45,050
Bonds issued by banks and financial institutions of

the Republic of Kazakhstan 9.0-9.25% 7,440
Bonds issued by banks and financial institutions of

other countries 7.88-9.625% 56,522

Total debt securities 439,522

31 December 2007
Nominal interest Amount
rate

Debt securities under trust management:
Eurobonds of the Russian Federation and of the

Ministry of finance of the Russian Federation 7.5% 15,932
Bonds issued by non-financial organizations 6.6@840. 8,848
Bonds issued by banks and financial institutions of

the Russian Federation 6.332-9.125% 11,544
Bonds issued by banks and financial institutions of

the Republic of Kazakhstan 7.625-10.0% 9,269
Bonds issued by banks and financial institutions of

other countries 17.0-18.5% 5,652

Municipal bonds - -

Total debt securities under trust management 51,245
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31 December 2006

Nominal interest

rate

3.0-12.75%

7.3-9.625%

6.2-7.85%

Amount

143,118
70,026

36,275

249,419

31 December 2006

Nominal interest

rate

7.5-12.75%

7.3-8.25%

7.1-8.0%

8.5-10.0%

12.5%
10.0%

Amount

15,703
7,793

7,950
4,178

2,166
2,729

40,519



12.

31 December 2007 31 December 2006

Nominal Net fair value Nominal Net fair value
amount Asset Liability amount Asset Liability
Derivative financial
instruments:
Foreign currency contracts
Swaps 330,310 - (4,164) 172,372 234 (306)
Forwards 3,500 77 - 75,102 183 -
Securities contracts
Options 40,000 - (228) - -
77 (4,392) 417 (306)

During 2006 the Bank entered into an Agreementraémsfer its financial assets to an Asset
Management Company. The Asset Management Companiyeest the financial funds received for
trust management into securities, reverse repuecla@geement operations, cash, and derivative
financial instruments for the purpose of hedginghin the set limits.

As at 31 December 2007 and 2006, financial asdefairavalue through profit or loss included
accrued interest income on debt securities amagiritin 4,155 thousand US dollars and 1,362
thousand US dollars, respectively.

LOANS AND ADVANCES TO BANKS

Loans and advances to banks comprise:

31 December 31 December
2007 2006
Term deposits in other banks 235,925 309,260
Correspondent accounts in other banks 201,728 51,185
Loans under reverse repurchase agreements 150,002 99,357
Loans to banks 10,151 -
Trust management funds 1,547 10,734
Correspondent accounts in other banks on brokeatpes 26 58
Total loans and advances to banks 599,379 470,594

As at 31 December 2007 included in term depositstlier banks, correspondent accounts in other
banks and correspondent accounts in other bankbroker operations are cash equivalents of
235,359 thousand US dollars, 201,590 thousand W&sioand 26 thousand US dollars, respectively.

As at 31 December 2006 included in term depositstlier banks, correspondent accounts in other
banks and correspondent accounts in other bankbroker operations are cash equivalents of
306,885 thousand US dollars, 51,176 thousand U&rdpbnd 58 thousand US dollars, respectively.

As at 31 December 2007 the Bank had receivabldgsiamounts of 200,827 thousand US dollars and
98,218 thousand US dollars from two banks of thenber-states of the Bank. As at 31 December
2006 Bank had receivables in the amounts of 100t6&68sand US dollars and 63,399 thousand US
dollars from two banks of the member-states ofBaek. All these amounts individually exceeded

10% of the Bank’s equity as at 31 December 20072806, respectively.

As at 31 December 2007 and 2006, there was no afiog for impairment losses on loans and

advances to banks. During 2007 and for the periommf 16 June 2006 (inception) to
31 December 2006, no impairment losses were rezedrin loans and advances to banks.
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The carrying value of loans and fair value of deltal under reverse repurchase agreements as at
31 December 2007 and 2006 are presented as follows:

31 December 2007 31 December 2006

Carrying value Fair value of Carrying value Fair value of
of loans collateral of loans collateral

Eurobonds of the Russian

Federation 150,002 150,336 - -
Shares of non-financial

organizations - - 44,323 76,095
Bonds issued by non-financial

organizations - - 27,132 32,264
Bonds issued by banks - - 15,398 16,748
Municipal bonds - - 12,604 13,690
Total 150,002 150,336 99,357 133,797
LOANS TO CUSTOMERS
Loans to customers comprise:

31 December 31 December
2007 2006

Loans to customers 165,229 -
Less allowance for impairment losses (556) -
Total loans to customers 164,673 -

Movements in allowances for impairment losses lieryears ended 31 December 2007 and 2006 are
disclosed in Note 5.

The table below summarizes the amount of loansreddoy type of collateral, rather than the fair
value of the collateral itself:

31 December 31 December

2007 2006
Loans collateralized by guarantees 62,895 -
Loans collateralized by pledge of real estate, egaigt and inventories 60,021 -
Loans collateralized by pledge of future inflows A -
165,229 -
Less: allowance for impairment losses (556) -
Total loans to customers 164,673 -

31 December 31 December

2007 2006
Analysis by sector:
Mining and metallurgy 122,916 -
Energy 42,313 -
165,229 -
Less allowance for impairment losses (556) -
Total loans to customers 164,673 -
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14.

As at 31 December 2007 a maximum credit risk exmpsn loans to customers amounted to
164,673 thousand US dollars. As at 31 December 20072006 a maximum credit risk exposure on
loan commitments and overdrafts extended by th&Baits customers amounted to 52,050 thousand
US dollars and 60,000 thousand US dollars, resggti

As at 31 December 2007 loans to customers incladedn in amount of 62,921 thousand US dollars
that was determined to be impaired due to someyslétaimplementation of production plans. As at

31 December 2007 this loan was collateraized by fparty guarantees and future cash flows with a
fair value of 51,666 thousand US dollars. As atCBcember 2007 an allowance for impairment

losses in amount of 556 thousand US dollars wastedeon this loan.

FINANCIAL ASSETS AVAILABLE-FOR-SALE

Financial assets available-for-sale comprise:

31 December 2007 31 December 2006
Nominal Amount Nominal Amount
interest rate interest rate
Bonds of BKM Finance Ltd. 11% 39,883 -
Total financial assets available-for-sale 39,883 -

BKM Finance Limited is an SPV of OJSC “Khanty-Marssii Bank” and these bonds have a 10.5 year
term.
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15. PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Property, equipment and intangible assets comprise:

Land Vehicles Furniture and Intangible  Construction- Total
equipment assets in-progress
At historical cost
16 June 2006
(inception date) - - - - - -
Additions 1,231 120 577 393 8,739 11,060
31 December 2006 1,231 120 577 393 8,739 11,060
Additions - 759 447 1,179 558 2,943
Disposals - - (2) (10) - (12)
31 December 2007 1,231 879 1,022 1,562 9,297 13,991
Accumulated
depreciation and
amortization
16 June 2006
(inception date) - - - - - -
Charge for the period - 5 24 25 - 54
31 December 2006 - 5 24 25 - 54
Charge for the year - 147 182 179 - 508
Eliminated on disposals - - (2) (10) - (12)
31 December 2007 - 152 204 194 - 550
Net book value
31 December 2007 1,231 727 818 1,368 9,297 13,441
31 December 2006 1,231 115 553 368 8,739 11,006

Intangible assets include software and licenses.

As at 31 December 2007 and 2006 there were no gyogguipment or intangible assets that were
fully depreciated or amortized.

16. OTHER ASSETS

Other assets comprise:

31 December 31 December
2007 2006

Prepaid amounts on construction works 1,674 231
Prepayments and other debtors 689 154
Prepaid expenses 563 421
Value added tax reimbursable 144 1,224
Accrued commission income 30 -
Other - 30
Total other assets 3,100 2,060
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17. LOANS AND DEPOSITS FROM BANKS

Loans and deposits from banks comprise:

31 December 31 December
2007 2006
Syndicated loan from a group of banks due in Deezn#D08,
interest rate LIBOR+0.6%, net of discount 398,294 -
Syndicated loans from a group of banks due in Déezn2007,
interest rate LIBOR+0.5 %, net of discount - 149,328
Term deposits of banks and other financial instisi 51,973 -
Total loans and deposits from banks 450,267 149,328

The syndicated loan is subject to certain financtalenants under the terms of the loan agreements.
During the year ended 31 December 2007, the Baskinveompliance with all such covenants.

During 2007, the Bank fully repaid the syndicatedn outstanding as at 31 December 2006 in the
total amount of 158,746 thousand US dollars, indgdccrued interest. In December 2007, the Bank
obtained new financing in form of syndicated loaithva principal amount of 400,000 thousand US
dollars. Interest is payable on this loan at LIBOR®6, and the principal will be repaid upon
maturity in December 2008.

18. OTHER LIABILITIES

Other liabilities comprise:

31 December 31 December
2007 2006

Short-term payments to employees 3,239 309
Pension withholdings on behalf of employees 589 194
Accrued administrative expenses 162 62
Accrued commission expenses 101 9
Deferred income 52 -
Other payables 126 41
Total other liabilities 4,269 615

19. SHARE CAPITAL

At 31 December 2007 and 31 December 2006 authosizack capital consists of 1,500,000 common
shares with nominal value of 1,000 US dollars edehch share has one voting right. At 31
December 2007 and 31 December 2006, shares issubdustanding consisted of 804,787 and
614,016 shares, respectively.

As at 31 December 2007 the Bank’s share capitapcsed of the following:

Share Share capital Share capital
capital issued authorized and authorized
not issued
The Russian Federation 400,000 600,000 1,000,000
The Republic of Kazakhstan 404,787 95,213 500,000
Total share capital 804,787 695,213 1,500,000

24



At 31 December 2006 the Bank’s share capital casegrthe following:

Share Share capital Share capital
capital issued authorized and authorized
not issued
The Russian Federation 400,000 600,000 1,000,000
The Republic of Kazakhstan 214,016 285,984 500,000
Total share capital 614,016 885,984 1,500,000

The Russian Federation and the Republic of Kazakhate each required to contribute additional
amounts up to their authorized share capital as tper Agreement Establishing the Eurasian
Development Bank.

The below table provides a reconciliation of thenber of shares outstanding as at 31 December 2007
and 2006:

Number of Issued share
shares issued capital
16 June 2006 (inception date) - -
Issue of shares 614,016 614,016
31 December 2006 614,016 614,016
Issue of shares 190,771 190,771
31 December 2007 804,787 804,787

The Bank has established a reserve fund that memies segregation of a portion of its retained
earnings. The Council of the Bank determines amypwdiat amount of the prior year’s profit will be
transferred to this fund. The Council of the Baras mestricted any distributions to participantslunt
such time as this reserve fund represents fiftegoemt of total share capital. Any such distribuogio
will be made to participants proportionately baspdn the number of the shares.

The below table provides a reconciliation of reednnd as at 31 December 2007 and 2006:

Reserve
fund
16 June 2006 (inception date) -
Movements from retained earnings -
31 December 2006 -
Movements from retained earnings 4,940
31 December 2007 4.940

The objective of the Bank’s share capital is to eroypotential losses from its operations.
In accordance with the Bank’s internal policieg Bank’s Capital should exceed 12% of the sum of
credit, market and operational risks, estimatedoasthe Basle |l Standardised approach. As at
31 December 2007 and 2006, the Bank was in congdiamth its internal policy requirements.
The Bank is not subject to any capital requiremé&ois external regulatory entities.
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20.

21.

22.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank is &yfarfinancial instruments with off-balance sheet
risk in order to meet the needs of its customengs& instruments, involving varying degrees ofitred
risk, are not reflected in the balance sheet.

The Bank’s maximum exposure to credit loss undeticgent liabilities and commitments to extend
credit, in the event of non-performance by the ogaety where all counterclaims, collateral or sigu
prove valueless, is represented by the contraatnalints of those instruments.

The Bank uses the same credit control and manadepadinies in undertaking off-balance sheet
commitments as it does for on-balance operations.

As at 31 December 2007 and 2006 the nominal oracirdimounts were:

31 December 31 December
2007 2006
Commitments on loans and unused credit lines 52,050 60,000
Total contingent liabilities and credit commitments 52,050 60,000

Capital commitments — As at 31 December 2007 and 2006, capital comemtsnamounted to
1,853 thousand US dollars and 570 thousand USrdptiaspectively.

Operating environment — The Bank’s principal business activities areéhie@ Republic of Kazakhstan
and the Russian Federation. Laws and regulatidestafg the business environment in the Republic
of Kazakhstan and in the Russian Federation argectubo changes and the Bank’s assets and
operations could be at risk due to negative chamg®e political and business environment.

SUBSEQUENT EVENTS
Subsequent to 31 December 2007 the following n&jents have occurred:

Equity — in January 2008 the Russian Federation contabttie remaining 600,000 thousand US
dollars for its share in the authorised share aapit

Loans and deposits from banks — in January 2008 the Bank repaid the short-tezpodits from banks
that had been outstanding at 31 December 200&iartiount of 51,973 thousand US dollars.

TRANSACTIONS WITH RELATED PARTIES

Related parties and transactions with related gmere assessed in accordance with IAS 24 “Related
Party Disclosures.” As discussed in Note 1, thakBaoperations include the financing of projects
within its member states, which include projectddentaken by local or national governmental
entities. Accordingly, the Bank enters into numartransactions with related parties as a resutsof
ownership by the Russian Federation and the Reapuilili Kazakhstan. These balances and
transactions have been disclosed throughout thendial statements and as such have not been
included below.
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In considering each possible related party relatigm attention is directed to the substance of the
relationship, and not merely the legal form. ThenB&ad the following transactions with related
parties:

Period from
16 June 2006
(inception date) to
31 December 2006
Related party  Total category

Year ended
31 December 2007

Related party Total category

transactions as per financial transactions as per financial
statements statements
caption caption
Key management personnel
compensation:
Short-term employee benefits:
Staff costs and other payments
to employees 2,337 9,484 1,312 2,824
Accommodation costs of
employees 393 1,099 86 302
Key management personnel
compensation 2,730 10,583 1,398 3,126

SEGMENT REPORTING

The Bank’s primary format for reporting segmenbmfation is based on geography, and the Bank has
only one business segment.

Segment information for the primary geographicaginsents of the Bank is set out below.

Russia Kazakhstan Other countries  As at and for the
year ended
31 December
2007
Total

Interest income 27,168 27,347 4,766 59,281
Interest expense (1,689) (1,519) (10,228) (13,436)
Provisions for impairment losses on

loans to customers - (556) - (556)
Net (loss)/gain on financial assets at fair

value through profit or loss (12,311) 252 701 (11,358)
Net gain on transactions in foreign

currencies 8,225 276 13,545 22,046
Fee and commission income - 75 - 75
Fee and commission expense (187) (23) (860) (1,070)
External operating income 21,206 25,852 7,924 54,982
Cash and balances with national (ceptral

banks of member-states of the Bank - 1,533 - 1,533
Financial assets at fair value through

profit or loss 385,233 16,709 88,902 490,844
Loans and advances to banks 371,293 200,979 27,107 599,379
Loans to customers - 164,673 - 164,673
Financial assets available-for-sale 39,883 - - 33,8
Property, equipment and intangible

assets 40 13,401 - 13,441
Other assets 843 2,164 93 3,100
Total assets 797,292 399,459 116,102 1,312,853
Total liabilities 4,467 56,118 398,343 458,928
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24.

Russia Kazakhstan Other countries  As at31 Decembe
2006 and for the
period from
16 June 2006
(inception date) to
31 December 2006

Total

Interest income 7,451 4,573 91 12,115
Interest expense (7 - (243) (250)
Net gain/(losspn financial assets at fi

value through profit or loss 1,628 (27) 373 1,974
Net gain on transactions in foreign

currencies 846 (276) 477 1,047
Fee and commission expense (50) 9) (309) (368)
Other income - 17 - 17
External operating income 9,868 4,278 389 14,535
Cash and balances with national

(central) banks of member-states of

the Bank - 129 - 129
Financial assets at fair value through

profit or loss 284,011 4,178 2,166 290,355
Loans and advances to banks 270,635 188,485 11,474 470,594
Loans to customers - - - -
Financial assets available-for-sale - - - -
Property, equipment and intangible

assets - 11,006 - 11,006
Other assets 527 904 629 2,060
Total assets 555,173 204,702 14,269 774,144
Total liabilities 601 319 149,329 150,249

External operating income, assets, capital expamdilave been allocated based on domicile of the
counterparty. Tangible assets (cash on hand, pesnaisd equipment) have been allocated based on
the country in which they are physically held.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which ts&riment could be exchanged in a current trangactio
between knowledgeable willing parties in an arraiggth transaction, other than in forced or liguimtat
sale. The estimates presented herein are not reitygsadicative of the amounts the Bank could
realize in a market exchange from the sale oliishbldings of a particular instrument.

The fair value of financial assets and liabilitmsmpared with the corresponding carrying amount in
the balance sheet of the Bank is presented below:

31 December 2007 31 December 2006
Carrying Fair Carrying Fair
amount value amount value
Cash and balances with the
national (central) banks of
member-states of the Bank 1,533 1,533 129 129
Financial assets at fair value
through profit or loss 490,844 490,844 290,355 290,355
Loans and advances to banks 599,379 599,379 470,594 470,594
Loans to customers 164,673 164,673 - -
Financial assets available-for-sale 39,883 39,883 - -
Loans and deposits from banks 450,267 450,267 149,328 149,328
Financial liabilities at fair value
through profit or loss 4,392 4,392 306 306
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25.

The carrying amount of loans and advances to banksreasonable approximation of fair value as
loans and advances to banks have current matuitiess than 1 year.

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Bank’skivag business and is an essential element of the
Bank’s operations. The main risks inherent toBhak’s operations are those related to:

e Creditrisk
« Liquidity risk
* Market risk

The Bank recognises that it is essential to hafieieit and effective risk management processes in
place. To enable this, the Bank has establishé&zkamanagement framework, whose main purpose is
to protect the Bank from risk and allow it to achgdts performance objectives. The risk management
framework involves the Council of the Bank, the Exi&ve Board of the Bank, the Credit Committee
of the Bank, the Assets and Liabilities Managent@ommittee (ALMC), and different departments
and staff in the Bank’s daily operations. Throulyé tisk management framework, the Bank manages
the following risks:

Credit risk

The Bank is exposed to credit risk which is th& tisat one party to a financial instrument willl femi
discharge an obligation and cause the other pauiitycur a financial loss.

Management of credit risk is performed by the Cdurtbe Executive Board and the Credit
Committee of the Bank. These groups manage crisflipprimarily by through the issuance of loans
only within set limits.

The Council of the Bank determines credit risk tarily determining maximum credit risk exposure
on single borrowers or groups of borrowers. Thechkge Board sets limits in relation to the credit
risk on one borrower or groups of borrowers, ad a®limits on individual counterparties (including
banks and brokers), and determines the amounttauradwse of risk bearing assets.

For the purpose of effective credit risk managememployees of relevant departments of the Bank
are included in the Credit Committee and parti@patthe process of considering loan applications.
Based on the presentation and preliminary decisiothe Credit Committee, either the Executive

Board or the Council of the Bank within the lima&their powers, reviews and approves investment
projects and makes decisions on any changes armthaado the existing loan agreements.

Functions of the Credit Committee include estalilighcontrol over the level of credit risk.
The Credit and Investment Department and Risk Mamamt Department monitor the level of credit
risk via analysis of counterparties financial réppiperformance and market data and inform the
Credit Committee if negative trends are found. @raesks are compared to the limits set on a daily
basis.

Maximum Exposure

The Banks maximum exposure to credit risk varigaificantly and is dependant on both individual
risks and general market economy risks.

The following table presents the maximum exposarerédit risk of financial assets and contingent
liabilities. For financial assets the maximum expesequals to a carrying value of those assets prio
to any offset or collateral. For financial guarasteand other contingent liabilities the maximum
exposure to credit risk is the maximum amount tle@kBwould have to pay if the guarantee was
called on or in the case of commitments, if thenlaenount was called on.
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At 31 December 2007

Net Net exposure
Maximum exposure Collateral after offset
exposure Offset after offset Pledged and collateral
Financial assets at fair value through profit @slo 490,844 - 490,844 - 490,844
Loans and advances to banks 599,379 - 599,379 150,336 449,043
Loans to customers 164,673 - 164,673 125,305 39,368
Financial assets available-for-sale 39,883 - 39,883 - 39,883
Collateral for loans to customers comprised of:
Bank's
Nominal cost evaluated cost
Future inflows 186,000 55,800
Guarantees 62,832 31,416
Money deposits 15,358 15,358
Goods 46,073 13,822
Real estate or rights thereon 35,107 8,777
Other 1,328 132
346,698 125,305

For evaluating cost of a collateral Bank uses §igant discount factors depending on quality and
liquidity of the collateral.

At 31 December 2006

Net Net exposure
Maximum exposure Collateral after offset
exposure Offset after offset pledged and collateral
Financial assets at fair value through profit @slo 290,355 - 290,355 - 290,355
Loans and advances to banks 470,594 - 470,594 133,797 336,797

Financial assets are graded according to the dumedit rating they have been issued by an
internationally regarded agency. The highest ptessidting is AAA. Investment grade financial

assets have ratings from AAA to BBB-. Financialeassvhich have ratings lower than BBB- are
classed as speculative grade.

The following table details the credit ratings imfaincial assets held by the Bank:

AAA AA A BBB- <BBB- Not 31 Decembe
rated 2007
Total
Financial assets at fair value thro
profit or los: 51,033 - - 337,230 102,581 - 490,844
Loans and advances to banks - 25,559 - 210,822 362,998 - 599,379
Loans to customers - - - - - 164,673 164,673
Financial assets available-for-sale - - - - - 39,883 39,883
31 Decembe
Not 2006
AAA AA A BBB- <BBB- rated Total
Financial assets at fair value thro
profit or los: - - - 227,115 63,240 - 290,355
Loans and advances to banks - 740 - 270,533 199,321 - 470,594
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The banking industry is generally exposed to cradk through its financial assets and contingent
liabilities. Credit risk exposure of the Bank isncentrated within the Russian Federation and
the Republic of Kazakhstan. The exposure is mogdtan a regular basis to ensure that the credit
limits and credit worthiness guidelines establistydthe Bank’s risk management policy are not
breached.

The following table details the carrying value egats that are impaired and the ageing of those tha
are past due but not impaired:

Neither past dueFinancial assets pa: Financial assets 31 December

nor impaired due but not that have been 2007
impaired impaired Total
Financial assets at fair value through
profit or los: 490,844 - - 490,844
Loans and advances to banks 599,379 - - 599,379
Loans to customers 101,752 - 62,921 164,673
Financial assets available-for-sale 39,883 - - 39,883

Neither past dueFinancial assets pa: Financial assets 31 December

nor impaired due but not that have been 2006
impaired impaired Total
Financial assets at fair value through
profit or los: 290,355 - - 290,355
Loans and advances to banks 470,594 - - 470,594

Liquidity risk

Liquidity risk refers to the risk of the availalyliof sufficient funds to meet loan repayments and
other financial commitments associated with finahtistruments as they actually fall due.

The ALMC manages this risk through analysis of ass®l liability maturity and performance of
money market transactions by the treasury depattofethe Bank to maintain current liquidity and
optimize cash flows. The risk management departroktite Bank monitors liquidity indicators, gap-
positions, payments list and stress-tests.
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An analysis of the liquidity and interest rate g3k presented in the following table. The predéeria
below is based upon the information provided irdélynto key management personnel of the entity.

Weighted Upto 1monthto  3monthto 1lyearto Over 31Decembel
average 1 month 3 months 1 year 5years 5 years 2007
effective Total
interest rate
FINANCIAL ASSETS:
Financial assets at fair
value through profit or
loss 9.33% 296 77 1,849 111,696 376,926 490,844
Loans and advances to
banks 458% 439,226 - 160,153 - - 599,379
Loans to customers 8.58% - - - - 164,673 164,673
Financial assets available-
for-sale 11% - - - - 39,883 39,883
Total interest bearing
assets 439,522 77 162,002 111,696 581,482 1,294,779
Cash and balances with
the national (central)
banks of membestates o
the Bank 1,533 - - - - 1,533
Total financial assets 441,055 77 162,002 111,696 581,482 1,296,312
FINANCIAL
LIABILITIES:
Loans and deposits from
banks 5.62% 51,973 - 398,294 - - 450,267
Total interest bearing
financial liabilities 51,973 - 398,294 - - 450,267
Financial liabilities at fair
value through profit or
loss 1,123 3,269 - - - 4,392
Total financial liabilities 53,096 3,269 398,294 - - 454,659
Liquidity gap 387,959 (3,192) (236,292) 111,696 581,482
Interest sensitivity gap 387,549 77 (236,292) 111,696 581,482
Cumulative interest
sensitivity gap 387,549 387,626 151,334 263,030 844,512
Cumulative interest
sensitivity gap as a
percentage of total assets 29.52% 29.53% 11.53% 20.03% 64.33%
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Weighted Upto 1monthto 3 monthto 1yearto Over 31 Decembe

average 1 month 3 months 1lyear 5years 5years 2006
effective Total
interest rate
FINANCIAL ASSETS:
Financial assets at fair value
through profit or loss 7.21% 183 234 23,493 216,961 49,484 290,355
Loans and advances to banks 6.11%  256,08314,511 - - - 470,594
Total interest bearing assets 256,266 214,745 23,493 216,961 49,484 760,949
Cash and balances with
thenational (central) banks
member-states of the Bank 129 - - - - 129
Total financial assets 256,395 214,745 23,493 216,961 49,484 761,078
FINANCIAL LIABILITIES:
Loans and deposits from banks 5.30% - - 149,328 - - 149,328
Total interest bearing
financial liabilities - - 149,328 - - 149,328
Financial liabilities at fair valt
through profit or loss 51 - 255 - - 306
Total financial liabilities 51 - 149,583 - - 149,634
Liquidity gap 256,344 214,745 (126,090) 216,961 49,484
Interest sensitivity gap 256,266 214,745 (125,835) 216,961 49,484
Cumulative interest sensitivity
gap 256,266 471,011 345,176 562,137 611,621
Cumulative interest sensitivity
gap as a percentage of total
assets 33.10% 60.84% 44.59% 72.61% 79.01%

A further analysis of the liquidity and interestearisks is presented in the following tables in
accordance with IFRS 7. The amounts disclosed im tdble do not correspond to the amounts
recorded on the balance sheet as the presentalow lincludes a maturity analysis for financial
liabilities that indicates the total remaining a@actual payment (including interest payments) which
are not recognized in the balance sheet undefffinetiee interest rate method.
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Weighted Upto 1monthto  3monthto 1yearto Over 31 Decembe

average 1 month 3 months 1year 5years 5years 2007
effective Total
interest rate
FINANCIAL
LIABILITIES:
Loans and deposits
from banks 5.62% 52,617 - 421,496 - - 474,113
Total interest
bearing financial
liabilities 52,617 - 421,496 - - 474,113
Financial liabilities at
fair value through
profit or loss 1,123 3,269 - - - 4,392
Total financial
liabilities 53,740 3,269 421,496 - - 478,505
Weighted Upto 1monthto 3 monthto lyearto Over 31 December
average 1 month 3 months 1year 5 years 5years 2006
effective Total
interest rate
FINANCIAL
LIABILITIES:
Loans and deposits
from banks 5.30% - - 158,746 - - 158,746
Total interest
bearing financial
liabilities - - 158,746 - - 158,746
Financial liabilities at
fair value through
profit or loss 51 - 255 - - 306
Total financial
liabilities 51 - 159,001 - - 159,052

Market Risk

Market risk covers interest rate risk, currency reaxd other pricing risks to which the Bank is
exposed. In order to measure its risks the Bank tise following instruments: duration, modified
duration and dollar value of 1 basis point and i@spValue-at-Risk models.

Interest rate risk

Interest rate risk refers to the risk of fluctuasoin the fair value of financial instruments doe t
changes in market interest rates.

The ALMC of the Bank manages interest rate riskuigh the management of interest-sensitive asset
and liability positions of the Bank, and ensures flositive margin and expected profitability from
changes in market interest rates with set limitshmnmaximum amount of interest rate risk accepted
by the Bank. The Bank’s risk management departmmemiitors interest rate risk, estimates sensitivity
of the Bank in relation to changes in interestgaed the influence of changes in interest ratethen
net profit of the Bank.
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The following table presents a sensitivity analysigiterest rate risk, which has been determirestd
on “reasonably possible changes in the risk vafabiihe level of these changes is determined by
management and is contained within the risk regyagided to key management personnel.

Impact on net profit and equity based on assetegahis at 31 December 2007 and 31 December 2006:

31 December 2007 31 December 2006
Interest rate Interest rate Interest rate Interest rate
+1% -1% +1% -1%
Assets
Financial assets at fair value through
profit or loss 2,455 (2,455) 372 (372)
Loans and advances to banks 6,108 (5,913) 1,664 (1,642)
Loans to customers 773 (773) - -
Financial assets available-for-sale 13 (13) - -
Liabilities:
Loans and deposits from banks (2,133) 2,133 (42) 42
Net impact on net profit and equity 7,216 (7,021) 1,994 (1,972)

Currency risk

Currency risk is defined as the risk that the vaitia financial instrument will fluctuate due toactges
in foreign exchange rates. The Bank is exposdtdcaffects of fluctuations in the prevailing fgei
currency exchange rates on its financial positimh @ash flows.

The Treasury Department with the Risk Managememialenent manages currency risk through the
management of the quantities held in open currgrosjtions, which enables the Bank to minimize
losses from significant fluctuations of exchangkesaof foreign currencies. The Risk Management
Department monitors the currency risk limits sethxy Executive Board of the Bank.

The Bank’s exposure to foreign currency exchantgersk is presented in the table below:

US dollars  Kazakhstani Russian Euro Other 31 Decembe
tenge ruble currencies 2007
Total

Financial assets
Cash and balances with
the national (central) banks of

member-states of the Bank 46 1,482 5 - - 1,533
Financial assets at fair value

through profit or loss 407,621 - 83,223 490,844
Loans and advances to banks 285,870 102,465 10,055 200,989 - 599,379
Loans to customers 164,673 - - - - 164,673
Financial assets available-for-

sale 39,883 - - - - 39,883
Total financial assets 898,093 103,947 93,283 200,989 - 1,296,312

Financial liabilities

Loans and deposits from banks 398,294 51,973 - - - 450,267
Financial liabilities at fair value

through profit or loss 3,530 - - 862 - 4,392
Total financial liabilities 401,824 51,973 - 862 - 454,659

OPEN BALANCE SHEET
POSITION 496,269 51,974 93,283 200,127 -
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Derivative financial instruments and spot contracts

Fair value of derivative financial instruments ambt contracts are included in the currency arglysi
presented above and the following table presentiseiuanalysis of currency risk on derivative finih
instruments and spot contracts:

US dollars  Kazakhstani Russian Euro Other 31 Decembe
tenge ruble currencies 2007
Total
Accounts payable on spot and
derivative contracts - (50,046) (82,856) (202,233) (1,900) (337,035)
Accounts receivable on spot
and derivative contracts 332,948 - - - - 332,948
NET SPOT AND

DERIVATIVE FINANCIAL
INSTRUMENTS POSITION_ 332,948 (50,046)  (82,856) _ (202,233)  (1,900)  (4,087)

TOTAL OPEN POSITION 829,217 1,928 10,427 (2,106) (1,900)

The Bank’s exposure to foreign currency exchangg nigk as at 31 December 2006 is presented in
the table below:

US dollars  Kazakhstani Russian Euro Other 31 December
tenge ruble currencies 2006
Total
Financial assets
Cash and balances with the
national (central) banks of
member-states of the Bank 36 93 - - - 129
Financial assets at fair value
through profit or loss 170,527 - 117,662 - 2,166 290,355
Loans and advances to banks 312,982 7,937 99,513 50,162 - 470,594
Total financial assets 483,545 8,030 217,175 50,162 2,166 761,078
Financial liabilities
Loans and deposits from banks 149,328 - - - - 149,328
Financial liabilities at fair valu
through profit or loss 306 - - - - 306
Total financial liabilities 149,634 - - - - 149,634

OPEN BALANCE SHEET
POSITION 333,911 8,030 217,175 50,162 2,166
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Fair value of derivative financial instruments asmbt contracts are included in the currency arglysi
presented above and the following table presentiseiuanalysis of currency risk on derivative finih
instruments and spot contracts:

US dollars  Kazakhstani Russian Euro Other 31 Decembe
tenge ruble currencies 2006
Total
Accounts payable on spot and
derivative contracts - - (197,356) (49,879) - (247,235)
Accounts receivable on spot
and derivative contracts 247,346 - - - - 247,346

NET SPOT AND
DERIVATIVE FINANCIAL

INSTRUMENTS
POSITION 247,346 - (197,356) _ (49,879) - 111
TOTAL OPEN POSITION 581,257 8,030 19,819 283 2,166

Currency risk sensitivity

The following table details the Bank’s Sensitivitya 10% increase and decrease in the currencies of
the member-states of the Bank. 10% is the sertgitigie used when reporting foreign currency risk
internally to key management personnel and reptessanagement’s assessment of the possible
change in foreign currency exchange rates. Thdtsétysanalysis includes only outstanding foreign
currency denominated monetary items and adjusistt@slation at the end of the period for a 10%
change in currency rates.

Impact on net profit and equity based on asseteghis at 31 December 2007 and 31 December 2006:

31 December 2007 31 December 2006
USD/RUB USD/RUB USD/RUB  USD/RUB
+10% -10% +10% -10%
Impact on net profit and equity 1,109 (1,109) 1,982 (1,982)
31 December 2007 31 December 2006
USD/KZT USD/KZT USD/KZT USD/KZT
+10% -10% +10% -10%
Impact on net profit and equity 327 (327) 948 (948)

Limitations of sensitivity analysis

The above tables demonstrate the effect of a changekey assumption while other assumptions
remain unchanged. In reality, there is a correfatietween the assumptions and other factors. It
should also be noted that these sensitivities anelinear, and larger or smaller impacts shouldb®ot
interpolated or extrapolated from these results.

The sensitivity analysis does not take into consitien that the Bank’s assets and liabilities are
actively managed. Additionally, the financial pasit of the Bank may vary at the time that any dctua
market movement occurs. For example, the Bank'anfifal risk management strategy aims to
manage the exposure to market fluctuations. Assimrent markets move past various trigger levels,
management actions could include selling investmeastianging investment portfolio allocation and
taking other protective action. Consequently, tbeia impact of a change in the assumptions may
not have any impact on the liabilities, wherea®gisare held at market value on the balance simeet.
these circumstances, the different measuremens baskabilities and assets may lead to volatiiity
equity.

Other limitations in the above sensitivity analyisislude the use of hypothetical market movements
to demonstrate potential risk that only represdm Bank's view of possible near-term market
changes that cannot be predicted with any certaamtgt the assumption that all interest rates move i
an identical fashion.
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