
 

CJSC Demir Kyrgyz International Bank 

 

Financial Statements  

for the year ended 31 December 2006 

 

 

 



CJSC Demir Kyrgyz International Bank  
 

 

 

 
Contents 

In uditors’ Report 
Income Statement .......................................................................................... 5 
B ........................................................... 6 
St
St
N
St
 

 

dependent A

alance Sheet .....................................
atement of Cash Flows ............................................................................... 7 
atement of Changes in Shareholders’ Equity.............................................. 8 
otes to the Financial 
atements……………………………………………………………..….9-38 



 
 

KPMG Bishkek LLC 
Hyatt Regency Bishkek, Office #122 
191, Sovetskaya Str. 
720011, Bishkek 
Kyrgyz Republic 

Telephone    
Fax  
E-mail 

+996 (312) 680 204 
+996 (312) 680 573           
kpmg@kpmg.kg 

 

Independent Auditors’ Report 

 KPMG Bishkek LLC, a company incorporated under the Laws of the 
Kyrgyz Republic  and a member firm of the KPMG network of 
independent member firms affiliated with KPMG International, a 
Swiss cooperative. 

 

Board of Directors 
CJ C Demir Kyrgyz International Bank 
 

Re

W statements of CJSC Demir Kyrgyz International 
Bank (the “Bank”), which comprise the balance sheet as at 31 December 2006, and the income 
statement, statement of changes in shareholders’ equity and cash flow statement for the year then 
en

M

M
in accordance with International Financial Reporting Standards. This responsibility includes: 
de  the preparation and fair 
presentation of financial statements that are free from material misstatements, whether due to 
fra
es

Au

Ou
co ards on Auditing. Those standards 
require that we comply with relevant ethical requirements and plan and perform the audit to 
ob ther the financial statements are free of material misstatement. 

An
di
inc
du
re
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
ex
ev
es
sta

W
ba

 

S

port on the Financial Statements 

e have audited the accompanying financial 

ded, and a summary of significant accounting policies and other explanatory notes. 

anagement’s Responsibility for the Financial Statements 

anagement is responsible for the preparation and fair presentation of these financial statements 

signing, implementing and maintaining internal control relevant to

ud or error; selecting and applying appropriate accounting policies; and making accounting 
timates that are reasonable in the circumstances. 

ditors’ Responsibility 

r responsibility is to express an opinion on these financial statements based on our audit. We 
nducted our audit in accordance with International Stand

tain reasonable assurance whe

 audit involves performing procedures to obtain audit evidence about the amounts and 
sclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
luding the assessment of the risks of material misstatement of the financial statements, whether 
e to fraud or error. In making those risk assessments, the auditor considers internal control 
levant to the entity’s preparation and fair presentation of the financial statements in order to 

pressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 
aluating the appropriateness of accounting principles used and reasonableness of accounting 
timates made by management, as well as evaluating the overall presentation of the financial 
tements. 

e believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
sis for our opinion. 
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Opinion 

In n, the financial statements present fairly, in all material respects, the financial 
position of the Bank as at 31 December 2006, and its financial performance and its cash flows for 
the
 
 
 
 
 
 
 
KPMG Bishkek LLC  

14 February 2007 

 

 our opinio

 year then ended in accordance with International Financial Reporting Standards. 
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Income Statement for the year ended 31 December 2006 

Th
sta
 
 

 
  2006  2005 
 Notes KGS’000  000 
      

e income statement is to be read in conjunction with the notes to, and forming part of, the financial 
tements. 
 

5 

KGS’

Interest income 4 2  9 

Interest expense 4 (3,931)  (1,828) 
     

84,70 46,48

Ne  ,771   

     

Fe  5 0,720   

Fe ommission expense 6 ,999)  (5,62 ) 

     

t interest income 80 44,661

e and commission income 6 68,859

e and c (4 3

Net fee and commission income  55,721  63,236 

     

Net foreign exchange gain 7 0,662  20,3 9 

Ot 8 4,047   

     

2 7

her income 11,061

Op  01   

     

Im 9 779)  (1,982) 

Administrative expenses 10 (83,390)  (76,703) 

     

erating income 161,2 139,337

pairment losses (1,

Op rating expenses  (8 ,169)  (78,6 ) 

     
e 5 85

Pr  032   

     

Inc 11 ,661)  ) 
     

ofit before tax 76, 60,652

ome tax expense (7 (10,812

Ne  8,371  49,8 0 

     

t income 6 4

     

Th as set out on pages 5 to 38 were approved on 14 uary 200

___________________________________________________________ _________________ 
    
Ah z       Cholpon Suva
General Manager                                     hief Accountant 

 

e financial statements  Febr 7. 

__

met Parmaksi nbekova 
C



CJSC Demir Kyrgyz International Bank  
Balance Sheet as at 31 December 2006 

 
 
The balance sheet is to be read in conjunction with the notes to, and forming part of, the financial 
statements. 

6

  2006  2005 
 Notes KGS 00  0 
ASSETS    

 

’0 KGS’00
 

    
Ca  268,  141,0  
Du from the National Bank of the Kyrgyz Republic  290,  255,5  
Pla s with banks 12 430,   
Am
ag 13 85   
Lo 14 378    
Av 5 -  50,122 
He stments 16 1  - 
Pr 17 78   
Int 18 1  8,
Ot 19 8  
To  1,563    

 
sh 309 13
e 515 51
cement 965 421,433
ounts receivable from banks under reverse repurchase 

reements 
ans to customers 

,932 
,539

21,023
202,170

ailable-for-sale assets 1
ld to maturity inve 1,296 

operty and equipment ,533 82,179
angible assets 0,218 466 
her assets ,940 9,474 
tal Assets ,247 1,191,431

     
LI D SHAREHOLDERS’ EQUITY     
    
Liabilities    
De sits and balances from banks  1,280  15,8  
Cu 20 1,243,  927,7  
Income tax liabilities 21 5,780  4,668 
Ot 22 9,009  7,573 
 
To  1,259   

ABILITIES AN
 
 

po 15
rrent accounts and deposits from customers 347 99

her liabilities 

tal Liabilities ,416  955,855
     
Sh     
Sh 23 132    
Sh e premium  1  1 
Re available-for-sale assets  -  
Re ined earnings  171,  102,9  

To  303, 235,5  

areholders’ Equity
are capital 

 
,540 132,540

ar
valuation reserve for  116
ta 290 19

tal Shareholders’ Equity 831  76
     
To Shareholders’ Equity  1,563,  1,191  
     

tal Liabilities and 247 ,431

Co gencies 24,25    
     

mmitments and Contin



CJSC Demir Kyrgyz International Bank  
Statement of Cash Flows for the year ended 31 December 2006 

 
 
Th nd forming part of, the fi
sta

 

  2006 2005 
 Notes KGS’000 KGS’000 
CASH FLOWS FROM OPERATING ACTIVITIES:  

e statement of cash flows is to be read in conjunction with the notes to, a
tements. 

nancial 

7 

  

erest received ,7  

erest paid (1,844) 

es and commissio ,7 67,382 

es and commissions paid (5,623) 

4,047

laries and employment benefits ,6 35,385) 

her administrative expenses  ,9 9,218) 
sh flows from operating activities befo
erating assets ,3

 
crease)/decrease in operating assets:  

ounts receivable und ,9 (13,719) 

an ,8 ) 

her assets  ,0  

crease/(decrease) in operating liabilities:  

posits and balances from ,5 15,735 

rrent accounts an 7,754 3,049 

her liabilities 2
 

7,027 (10,849) 

ome tax paid (11,053) 

sh flows from oper 0,478 902) 
 

SH FLOWS FROM INVESTING ACTIVITIES:   
7

oceeds from redempt ,1

rchases of property and equipment (19,158) 

les of property and equipment 
(5,643) 

,2
 

t increase/(decrease) in cash and cash equi 2,715 48,854) 
 

(92

sh and cash equivalents at the begin 7,997 867,715 

sh and cash equivalents at the end of the y 9,789 17,997 

Int  78 41 43,695

Int  (3,841)

Fe ns received  60 20

Fe  (4,999)

Realised foreign exchange gain  19,272 20,661 

Other operating income  11,189 

Sa  (36 59) (

Ot  (29 10) (2
Ca re changes in net 
op  87 71 70,857 
   
(In   

Am er reverse repurchase agreements  (64 09)

Lo s to customers  (177 87) (97,865

Ot  (1 44) 15,194

In   

De  banks  (14 35)

Cu d deposits from customers  31

Ot  77 (4,100) 
   

Cash flows from operating activities before income tax paid  14

Inc  (6,549)

Ca ating activities  14 (21,
   
CA  

Purchase of investment securities  (54, 03) (163,157) 

Pr ion of investment securities  98 49 160,519 

Pu  (6,890)

Sa  11 487 

Purchases of intangible assets  (4,330)

Cash flows from investing activities  32 37 (26,952) 
   

Ne valents  17 (
   

Effects of exchange rate changes on cash and cash equivalents  3) (864) 

Ca ning of the year  81

Ca ear 26 98 8



 
The statement of chan

 

 
 
 

Balance at 1 January 20

 

Net income for the year 

ges in shareholders’ equity is to be read in conjunction with the notes to, and forming part of, the financial s
8

Share 
capital 

 

Share 
premium  

Revaluation 
reserve for 

available-for-
sale assets  

Retain
earnin

KGS’000  KGS’000  KGS’000  KGS

05  132,540 1 55 5

   

- - - 

r-sale assets - - 

2,54013 1 116

 

sale assets t

7

4

Net unrealised gains on available-fo 61 

Balance at 31 December 2005  10

   

Net income for the year - - - 6
Net realised gains on available-for- ransferred to 
the income statement on disposal - - (116) 

Balance at 31 December 2006 132,540 1 - 1

CJSC D
Statement of Changes in Shareholders’ Equity for th



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 
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1 Background 

(a)  Pr al activ

Th yrgyz Republic on 2 May 1997 as a closed joint-stock company 
an vities in the national currency №35 on 2 May 1997, and a 
lic
11 
cu
op
Na

Th
he public. The majority of the Bank’s 
assets and liabilities are located in the Kyrgyz Republic.  

Th

(b) Sh
 

As
 

incip ities 

e Bank was established in the K
d was granted a licence for banking acti
ence for banking activities in foreign currencies №35/1 on 2 May 1997 (renewed on 
March 1999 and on 20 April 2005). The principal activities of the Bank are deposit taking and 

stomer account maintenance, lending and issuing guarantees, cash and settlement operations and 
erations with securities and foreign exchange. The activities of the Bank are regulated by the 
tional Bank of the Kyrgyz Republic (“NBKR”).  

e Bank has two branches operating in Bishkek and Osh. The registered address of the Bank’s 
ad office is 245, Chui Avenue, Bishkek 720001, Kyrgyz Re

e average number of persons employed by the Bank during the year was 133 (2005: 134) 

areholders 

 of 31 December 2006 and 2005, the Bank’s ownership structure was as follows: 

Shareholders 2006 
% 

 2005 
% 

    
H
In
Europea k for Reconstruction and Development 
(EB

15  15 

   

alit Cingillioglu 70  70 
ternational Finance Corporation (IFC) 15  15 

n Ban
RD) 

 
 100  100 

 

(c) Kyr
The nomic change which  affected, and 
may to affect, the activities of enterprises operating in this environment. Consequently, 
ope ns in the Kyrgyz Republic involve risks, which do not typically exist in arke  The 
acc panying financial statements reflect management’s assessment of t pact  the 
Ky yzstan business environment on the operations and the financial position of the Bank. The 
fut anagement’s assessment. 

gyzstan business environment  
 Kyrgyz Republic has been experiencing political and eco

continue 
 has

 
ratio
m

other m
he im

ts.
ofo

rg
ure business environment may differ from m



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 
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2 Basis of preparation 

(a)  St nt of c

Th ements have been prepared in accordance with International 
Fin RS”). 

(b)  Ba

The financial statements are prepared on the historical cost basis except that available-for-sale 
ass

(c)  Fu

Th yz Republic is Kyrgyz som (“KGS”). Management has 
determined the Bank’s functional currency to be the KGS as it reflects the economic substance of 
the he KGS is also the Bank’s presentation 
currency for the purposes of these financial statements. 

Fin

(d) Co

Th  
co  
have been, could be, or will be in the future, convertible into USD at the exchange rate shown, or at 
an

(e)  Us

M
an
sta RS. Actual results could differ from those estimates. 

In areas of estimation uncertainty and critical judgments in 
applying accounting policies in respect of loan impairment estimates is described in Note 14. 

ateme ompliance 

e accompanying financial stat
ancial Reporting Standards (“IF

sis of measurement 

ets are stated at fair value. 

nctional and presentation currency 

e national currency of the Kyrg

 underlying events and circumstances of the Bank. T

ancial information presented in KGS has been rounded to the nearest thousand. 

nvertibility of the Kyrgyz som 

e KGS is not a convertible currency outside the Kyrgyz Republic and, accordingly, any
nversion of KGS amounts to USD should not be construed as a representation that KGS amounts

y other exchange rate. 

e of estimates and judgments 

anagement has made a number of estimates and assumptions relating to the reporting of assets 
d liabilities and the disclosure of contingent assets and liabilities to prepare these financial 
tements in conformity with IF

particular, information about significant 



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 

 

3 Significant accounting policies 

The following significant accounting policies have been consistently applied in the preparation of 
the financial statements. 

(a) Fo  

Tr ranslated to the appropriate functional currency at the 
foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies at the balance sheet date are translated to the functional currency 
at 
for
for
tra

Th
as 

Cu     2006    2005 
1 United States Dollar 38.1238  41.3011 

11 

reign currency transactions 

ansactions in foreign currencies are t

the foreign exchange rate ruling at that date. Non-monetary assets and liabilities denominated in 
eign currencies, which are stated at historical cost, are translated to the functional currency at the 
eign exchange rate ruling at the date of the transaction. Foreign exchange differences arising on 
nslation are recognised in the income statement. 

e exchange rates at year-end used by the Bank in the preparation of the financial statements are 
follows at 31 December 2006 and 31 December 2005: 

rrency 

1 E

(b) Ca  equivalents 

Th onsiders cash, balances with the NBKR and placements with banks a
maturity up to 3 months to be cash and cash equivalents. The regulatory reserve is considered to be 
a cash equivalent due to the absence of formal restrictions on its withdrawal. 

(c) Financial instruments 

(i) Cl

Fi  are: 

- a ly for the purpose of selling or repurchasing in the near term; 

- part of a portfolio of identified financial instruments that are managed together and for which 
al pattern of short-term profit-taking; 

- a 

- upon initial recognition, designated by the entity as at fair through the profit or loss. 

Al
pu
va

uro 50.1805  48.9686 

sh and cash

e Bank c with origin l 

assification 

nancial instruments at fair value through profit or loss are financial assets or liabilities that

cquired or incurred principal

there is evidence of a recent actu

derivative (except for a derivative that is a designated and effective hedging instrument); or, 

l trading derivatives in a net receivable position (positive fair value), as well as options 
rchased, are reported as an asset. All trading derivatives in a net payable position (negative fair 
lue), as well as options written, are reported as a liability. 
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Notes to the financial statements for the year ended 31 December 2006 

 

3 Significant accounting policies, continued 
(c) Fi ial instr

(i Cl

Lo e financial assets with fixed or determinable payments that 
are not quoted in an active market, other than those that the Bank intends to sell immediately or in 
the
or 
tha

He
pa e positive intention and ability to hold to maturity, 
other than those that: 

- th

- th es as available-for-sale; or 

- th

Av assets that are designated as 
av ld to maturity investments or 
financial instruments at fair value through profit or loss. 

(ii) Recognition 

Fin
to rchases of financial assets are 
accounted for at the trade date. 

(iii) Measurement 

A 
or 
the

Subsequent to initial recognition, financial assets, including derivatives that are assets, are 
, without any deduction for transaction costs that may be incurred on 

sale or other disposal, except for:  

- lo

- h st using the effective interest  
method; and  

- i
wh d which are measured at cost.  

12 

nanc uments (continued) 

) assification (continued) 

ans and receivables are non-derivativ

 near term, those that the Bank upon initial recognition designates as at fair value through profit 
loss, or those which the holder may not recover substantially all of its initial investment, other 
n because of credit deterioration. 

ld-to-maturity investments are non-derivative financial assets with fixed or determinable 
yments and fixed maturity that the Bank has th

e Bank upon initial recognition designates as at fair value through profit or loss; 

ose that the Bank designat

ose that meet the definition of loans and receivables. 

ailable-for-sale assets are financial assets are those financial 
ailable for sale or are not classified as loans and receivables, he

ancial assets and liabilities are recognised in the balance sheet when the Bank becomes a party 
the contractual provisions of the instrument. All regular way pu

financial asset or liability is initially measured at its fair value plus, in the case of a financial asset 
liability not at fair value through profit or loss, transaction costs that are directly attributable to 
 acquisition or issue of the financial asset or liability. 

measured at their fair values

ans and receivables which are measured at amortized cost using the effective interest method;  

eld to maturity investments which are measured at amortized co

nvestments in equity instruments that do not have a quoted market price in an active market and 
ose fair value cannot be reliably measure



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 

 13 

3 Significant accounting policies, continued 
(c) Fi ial instr

(

signated at fair value through profit or loss and financial 
liabilities that arise when a transfer of a financial asset carried at fair value does not qualify for 
de
int
ca
ins

(iv) Fa

Th  financial instruments is based on their quoted market price at the balance sheet 
da sts. If a quoted market price is not available, the fair 
va ing models or discounted cash flow techniques. 

W
ma
for
ba

Th
wo
ma

(v) Gains and losses on subsequent measurement 

A 
fol

- a gain or loss on a financial instrument classified as at fair value through profit or loss is 
rec

- a
sta
ga ses) until the asset is derecognized, at which time the cumulative gain or loss 
previously recognised in equity is recognized in the income statement. Interest in relation to an 
av
the

Fo
inc
am

nanc uments (continued) 

iii) Measurement (continued) 

All financial liabilities, other than those de

recognition, are measured at amortised cost. Amortised cost is calculated using the effective 
erest method. Premiums and discounts, including initial transaction costs, are included in the 
rrying amount of the related instrument and amortised based on the effective interest rate of the 
trument. 

ir value measurement principles 

e fair value of
te without any deduction for transaction co
lue of the instrument is estimated using pric

here discounted cash flow techniques are used, estimated future cash flows are based on 
nagement’s best estimates and the discount rate is a market related rate at the balance sheet date 
 an instrument with similar terms and conditions. Where pricing models are used, inputs are 
sed on market related measures at the balance sheet date. 

e fair value of derivatives that are not exchange-traded is estimated at the amount that the Bank 
uld receive or pay to terminate the contract at the balance sheet date taking into account current 
rket conditions and the current creditworthiness of the counterparties. 

gain or loss arising from a change in the fair value of a financial asset or liability is recognized as 
lows:  

ognized in the income statement  

 gain or loss on an available-for-sale financial asset is recognized directly in equity through the 
tement of changes in shareholders’ equity (except for impairment losses and foreign exchange 
ins and los

ailable-for-sale financial asset is recognized as earned in the income statement calculated using 
 effective interest method. 

r financial assets and liabilities carried at amortised cost, a gain or loss is recognized in the 
ome statement when the financial asset or liability is derecognized or impaired, and through the 
ortization process. 
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3 Significant accounting policies, continued 
(c) Fi

( De

nised when the contractual rights to the cash flows from the financial 
asset expire or when the Bank transfers substantially all of the risks and rewards of ownership of 
the
sep

(d) Re

Securities purchased under agreements to resell (“reverse repo”) are recorded as due from banks or 
customers as appropriate. The differences between the sale and repurchase prices are treated as 
int rse repo agreement using the effective interest method. 

(e) Of

Fin
there is a legally enforceable right to set off the recognised amounts and there is an intention to 
set sis, or realise the asset and settle the liability simultaneously. 

(f) Property and equipment 

(i) Ow

Items of property and equipment are stated at cost less accumulated depreciation. 

W quipment comprises major components having different useful 
lives, they are accounted for as separate items of property and equipment. 

(

De l 
liv
int
de

are as follows: 

Bu
Fu
Ve

 

nancial instruments (continued) 

vi) recognition 

A financial asset is derecog

 financial asset. Any rights or obligations created or retained in the transfer are recognized 
arately as assets or liabilities. A financial liability is derecognised when it is extinguished. 

verse repurchase agreements 

erest and accrued over the life of the reve

fsetting 

ancial assets and liabilities are offset and the net amount reported in the balance sheet when 

tle on a net ba

ned assets 

here an item of property and e

ii) Depreciation 

preciation is charged to the income statement on a straight-line basis over the estimated usefu
es of the individual assets. Depreciation commences on the date of acquisition or, in respect of 
ernally constructed assets, from the time an asset is completed and ready for use. Land is not 
preciated. 

The estimated useful lives 

ildings 50 years 
rniture and equipment 5 years 
hicles 5 years 
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3 Significant accounting policies, continued 
(g) In

ired by the Bank, are stated at cost less accumulated amortisation.  

Am
liv

(h) Im

(i) Financial assets carried at amortised cost 

Financial assets carried at amortised cost consist principally of loans and other receivables (“loans 
an eceivables, to assess impairment on a regular 
basis. A loan or receivable is impaired and impairment losses are incurred if, and only if, there is 
ob
rec
fut

Th
rec
rec
of ether significant or not, it 
includes the loan in a group of loans and receivables with similar credit risk characteristics and 
co
im
co

If t
am
rec
gu
Co erience adjusted on the basis of relevant observable 
data that reflect current economic conditions provide the basis for estimating expected cash flows. 

In 
or 
ca
to 
am

All impairment losses in respect of loans and receivables are recognised in the income statement 
an
an

tangible assets 

Intangible assets, which are acqu

ortisation is charged to the income statement on a straight-line basis over the estimated useful 
es of intangible assets. The estimated useful lives are 5 years. 

pairment 

d receivables”).  The Bank reviews its loans and r

jective evidence of impairment as a result of one or more events that occurred after the initial 
ognition of the loan or receivable and that event (or events) has an impact on the estimated 
ure cash flows of the loan that can be reliably estimated.  

e Bank first assesses whether objective evidence of impairment exists individually for loans and 
eivables that are individually significant, and individually or collectively for loans and 
eivables that are not individually significant. If the Bank determines that no objective evidence 
impairment exists for an individually assessed loan or receivable, wh

llectively assesses them for impairment. Loans and receivables that are individually assessed for 
pairment and for which an impairment loss is or continues to be recognised are not included in a 
llective assessment of impairment. 

here is objective evidence that an impairment loss on a loan or receivable has been incurred, the 
ount of the loss is measured as the difference between the carrying amount of the loan or 
eivable and the present value of estimated future cash flows including amounts recoverable from 
arantees and collateral discounted at the loan or receivable’s original effective interest rate. 
ntractual cash flows and historical loss exp

some cases the observable data required to estimate the amount of an impairment loss on a loan 
receivable may be limited or no longer fully relevant to current circumstances. This may be the 

se when a borrower is in financial difficulties and there are few available historical data relating 
similar borrowers. In such cases, the Bank uses its experience and judgement to estimate the 
ount of any impairment loss. 

d are only reversed if a subsequent increase in recoverable amount can be related objectively to 
 event occurring after the impairment loss was recognised. 
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3 Significant accounting policies, continued 
(h) Im ment (c

( Ot

eferred taxes, are assessed at each reporting date for any indications of 
ble amount of other assets is the greater of their fair value less costs to sell 

an
pre
of 
ind
ge
am

Al
onl
im s not 
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if 
no

(i) Pr

A 
as outflow of economic benefits will be required to 
settle the obligation. If the effect is material, provisions are determined by discounting the expected 
fut s at a pre-tax rate that reflects current market assessments of the time value of 
money and, where appropriate, the risks specific to the liability. 

(j) Ta

Inc
ex
rec

Cu ense is the expected tax payable on the taxable income for the year, using tax rates 
en tantially enacted at the balance sheet date, and any adjustment to tax payable in 
respect of previous years. 

De
dif
an xation purposes. Temporary differences on the initial recognition of 
ass

Th
the abilities, using tax rates enacted or substantially enacted at the 
balance sheet date. 

A 
be
De
wi

16 

pair ontinued) 

ii) her assets 

Other assets, except for d
impairment. The recovera

d value in use. In assessing value in use, the estimated future cash flows are discounted to their 
sent value using a pre-tax discount rate that reflects current market assessments of the time value 
money and the risks specific to the asset. For an asset that does not generate cash inflows largely 
ependent of those from other assets, the recoverable amount is determined for the cash-

nerating unit to which the asset belongs. An impairment loss is recognised when the carrying 
ount of an asset or its cash-generating unit exceeds its recoverable amount. 

l impairment losses in respect of other assets are recognised in the income statement and reversed 
y if there has been a change in the estimates used to determine the recoverable amount. Any 
pairment loss revered is only reversed to the extent that the asset’s carrying amount doe

 impairment loss had been recognised. 

ovisions 

provision is recognised in the balance sheet when the Bank has a legal or constructive obligation 
a result of a past event, and it is probable that an 

ure cash flow

xation 

ome tax comprises current and deferred tax. Income tax is recognised in the income statement 
cept to the extent that it relates to items recognised directly in equity, in which case it is 
ognised in equity. 

rrent tax exp
acted or subs

ferred tax is provided using the balance sheet liability method, providing for temporary 
ferences between the carrying amounts of assets and liabilities for financial reporting purposes 
d the amounts used for ta
ets or liabilities that affect neither accounting nor taxable profit are not provided for.  

e amount of deferred tax provided is based on the expected manner of realisation or settlement of 
 carrying amount of assets and li

deferred tax asset is recognised only to the extent that it is probable that future taxable profits will 
 available against which the temporary differences, unused tax losses and credits can be utilised. 
ferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit 
ll be realised. 
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3 Significant accounting policies, continued 

(k) In  incom

Int accrue, taking into 
account the effective interest rate of the asset/liability or an applicable floating rate. Interest income 
an
ini
eff

Lo
ov er with the related direct costs, are deferred and amortised to 
the interest income over the estimated live of the financial instrument using the effective interest 
rat

Ot

(l) New Standards and Interpretations not yet adopted 

A number of new Standards, amendments to Standards and Interpretations are not yet effective as at 
31 December 2006, and have not been applied in preparing these financial statements. Of these 
pro e Bank’s operations. The Bank 
pla The Bank has not yet analysed 
the

• 

• closures, which is 
effective for annual periods beginning on or after 1 January 2007. The Standard will require 
inc

• IFR
pay h some or all of goods or services received can not be specially 
ide
retr

• IFR
em ost contract should be made 
onl
fina

terest e and expenses and fee and commission income 

erest income and expense are recognised in the income statement as they 

d expense include the amortisation of any discount or premium or other differences between the 
tial carrying amount of an interest bearing instrument and its amount at maturity calculated on an 
ective interest rate basis.  

an organisation fees, loan servicing fees and other fees that are considered to be integral to the 
erall profitability of a loan, togeth

e method.  

her fee and commission income is recognised when the corresponding service is provided. 

nouncements, potentially the following will have an impact on th
ns to adopt these pronouncements when they become effective. 
 likely impact of the new Standards on its financial statements. 

IFRS 7 Financial Instruments: Disclosures, which is effective for annual periods beginning on 
or after 1 January 2007. The Standard will require increased disclosure in respect of the Bank’s 
financial instruments. 

Amendment to IAS 1 Presentation of Financial Statements – Capital Dis

reased disclosure in respect of the Bank’s capital. 

IC 8 Scope of IFRS 2 Share-based Payment addresses the accounting for share-based 
ment transactions in whic
ntified. IFRIC 8 will become mandatory for the Bank’s 2007 financial statements, which 
ospective application required. 

IC 9 Reassessment of Embedded Derivative requires that a reassessment of whether 
bedded derivative should be separated from the underlying h
y when there are changes to the contract. IFRIC 9 becomes mandatory for the Bank’s 2007 
ncial statements. 
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4 Net interest income 
 2006  2005 

 KGS ’000  S ’000 
Interest income   

KG
 

Lo s to customers 57,680 26,4  

Pla nd other financial institutions 22,287  ,4  

Am everse repurchase agreements 3,818  8

Inv 917  ,8

 84,702  ,4  

an  12

cements with banks a 17 29

ounts receivable under r 27 

estment securities 1 21 

46 89

 

Interest expense   

Current accounts and deposits from customers (3,931)  (1,828) 

 80,771  44,661 

 

 
Th s recognised in income for ed 
31 December 2006 amounted to KGS 112 thousand (2005: KGS 109 thousand). 
 

5 Fee and commission income 
 
 

Transfer operations 25,753  26,623 

e amount of interest income on impaired loan the year end

2006  2005 
KGS ’000  KGS ’000 

Ca erations 21,095  24,523 

Gua tee and letter of credit issuance 1,879  4,81  

Acc nt maintenance 2,551 2,65  

Pla 2,267  ,477 

Account opening 1,238  1,177 

Ot 5,937  ,5

 60,720  68,859 

sh op

ran 1

ou  8

stic card service 1

her 7 90 

6 ommission expense 
 2006  
 KGS ’000  KGS ’000 

Co ent bank services 2,508 2, 8 

Fee and c
2005 

rrespond 81

Cash perations 1,200 1, 3 

Ot 1,291 1,112 

 4,999 5,623 

 o 69

her 
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7 Net foreign exchange gain 
 2006  2005 
 KGS ’000  S ’000 

Gai  on spot transactions 19,272 20,324 

KG

n

Gain from revaluation of financial assets and liabilities 1,390 55 

 20,662 20,379 

 

8 Other income 
 2006  2005 
 KGS ’000  KGS ’000 

Ba operty re 3,433 3,435 nk pr ntal 

Sa of foreclosed assets - 6,755 

Other 614 871 

 4,047 61 

le 

11,0

 

9 Impairment losses 
 2006  2005 
 KGS ’000  KGS ’000 
Impairment losses    

Lo o custom 2,743 2,947 

Of nce sheet commitments - 202 

 2,743 3,149 

ans t ers 

f-bala

    

Re osses   

Of ents (964) 

For - (1,16  

 (964) 6  

versals of impairment l

f-balance sheet commitm - 

eclosed assets 7)

(1,1 7)

Ne ment losses 1,779 ,982 t impair 1
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10 Administrative expenses 
 2006  2005 
 KGS ’000  S ’000 

Em loyee compensation and payroll related taxes 38,035 35,339 

20

KG

p

Depreciation and amortisation 13,103 10,948 

Ta 5,407

Ma 4,764

Ins 3,919

Co d information services 2,306

Sec 2,216

Ent 2,069

Office rent 1,780 1,647 

Tr 1,761 7

Pro 1,720

Tr 1,500

Ad d marketing 1,292

Ut 780 8

Of 609 1

Other 2,129 3,226 

 83,390 6,703 

xes other than on income 4,960 

intenance 4,485 

urance 4,077 

mmunications an 1,853 

urity 2,076 

ertainment/business promotions 1,675 

aining 9 6 

fessional services 1,531 

avel expenses 1,168 

vertising an 1,043 

ilities 7 4 

fice supplies 9 5 

7

 

11 Income tax expense 
 2006  
 KGS ’000  KGS ’000 
Current tax expense    

 
2005 

Cu ar 7,510 10,675 

Ov ided in (110) - 

 7,400 10,6  

rrent ye

er prov  prior years 

75

    
Deferred tax expense    

Origination and reversal of temporary differences 261 137 

 261 31 7 

Total income tax expense in the income statement 7,661 10,812 
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11 Income tax expense, continued 

During the year ended 31 December 2005, the corporate income tax rate was 20%. In accordance 
with the Law of the Kyrgyz Republic # 32 On changes and additions to the Tax Code of the Kyrgyz 
Re
1 J

Re rate: 

 2006 
KGS ’000 %  

2005 
KGS ’000 % 

 
Inc  before tax 76,032 60,652

public issued on 1 February 2006, the statutory income tax rate for the period starting from          
anuary 2006 is 10%. 

conciliation of effective tax 

ome 100 100 

  

Income tax at the applicable tax rate 7,603 10 12,130 20 

No 168

Over provided in prior years (110) - - - 

Ef - (1,9

 7,661   10,812  18

n-deductible costs - 625 1 

fect of change in tax rate - 43) (3) 

10   

 

12 Placements with banks 
   05 
 KGS ’000  KGS ’000 
Loans and deposits 347,526  346,542 

2006 20

No counts 83,217  74,780 
Ac nterest 222  111 

 430,965  421,433 

stro ac
crued i  

Co ents with banks 

As 2006 and 2005 the Bank had 6 and 2 banks, respectively, whose balances 
ex otal placements with banks. The gross value of these balan  of 
31 December 2006 and 2005 were KGS 308,392 thousand and KGS 309,758 thousand, 
respectively. 

 

ncentration of placem

 at 31 December 
ceeded 10% of t ces as
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13 Amounts receivable from banks under reverse 
rep

As of 31 Decem rse repurchase agreements were 
collateralized by the NBKR notes with fair values of KGS 85,932 thousand and 
KG

14  

In  and g  

Loans and advances to customers are issued primarily to customers located within the Kyrgyz 
Re

 2006  2005 
 
Ret    

urchase agreements 
ber 2006 and 2005, amounts receivable under reve

S 21,023 thousand respectively. 

 14 Loans to customers

dustry eographical analysis of the loan portfolio

public, who operate in the following economic sectors: 

KGS ’000  KGS ’000 
ail customers 

Mo gage loans (including construction) 26,338  19,3  
Vehicle loans 2,651 2,2  
Sta 2,311  3  
Ot 5,438  1  
    
Co ers    
Trade 161,724  7  
Ma 107,975  9  
Re  estate (including construction) 52,892  2  
Se 23,236  1  
Ot 1,070  
Ac erest 3,056  8  
 386,691  579 

rt 57
 43

ff loans 
her consumer loans 

2,
5,

20
78

mmercial custom
39, 81

nufacturing 97, 99
al 7,081
rvices 
her 

1,789
- 

crued int 1, 31
207,

Pro (8,152)  

 378,539  170 

vision for impairment (5,409) 

202,

Sig osures 

Th e were no significant credit exposures at 31 December 2006. As at 31 Dece e 
Ba rrowers, whose loan balances exceeded more than 1 n to 
customers. The gross value of these loans as of 31 December 2005 was and KGS 29,713 thousand. 

nificant credit exp

er mber 2005 th
nk had one group of related bo 0% of loa s 
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14 Loans to customers, continued 

Co ually 

Inf ntractually overdue principal or interest as at 31 December 
2006 and 2005, is summarised as follows: 

 
 KGS ’000  KGS ’000 

Gross loans with contractually overdue principal or interest 14 5,714 

ntract overdue loans 

ormation in relation to loans with co

2006  2005 

Provision for impairment (14) ,32

Ne -  

(1 0) 

t contractually overdue loans recorded in the balance sheet 4,394 

An provision for impairment 

 2006  200
 KGS ’000  KGS ’000 

Bal 5,409 2,462 

alysis of movements in the 

5 

ance at the beginning of the year 

Net charge for the year  2,743 2,94

Bal nce at the end of the year 8,152 5,40

7 

a 9 

 

As he Bank uses its experience and judgment to estimate the  o
impairment loss as for loans and advances to customers.  The Bank considers whethe iv
ev oans on an individual basis at each balance sheet dat th
purpose of estimating impairment amount the calculation of the present value of the estimated 
fut sh flows of a collateralised loans reflects the cash flows that may result from foreclosure 
less costs for obtaining and selling the collateral, whether or not foreclosure is probable. 

Th
dis
KG
31 
Ch

For loans for which no impairment is identified the assessment is performed based on the NBKR 
sta
co
pro K
the

Lo

Th
pe
Du
loa
po ation indicated based on contractual terms. 

 described in Note 2 (e), t amount f 
r object
e.  For 

e 
e idence of impairment exists for l

ure ca

e Bank has reviewed its current loan portfolio and has identified 6 loans (2005: 12) which 
play indicators of impairment. The gross book value of these loans as at 31 December 2006 was 
S 2,542 thousand (2005: KGS 5,941 thousand). The impairment loss recognised as at 
December 2006 in respect of these loans was KGS 460 thousand (2005: KGS 1,273 thousand). 
anges in these estimates could effect the loan impairment provision.   

tutory requirements that require a 2% general provision on any loan unless it is a subject to 120% 
llateral  by Government securities or by cash deposit with the Bank. The Bank has created a 
vision on these loans amounting KGS 7,692 thousand (2005: GS 4,135 thousand). Changes in 
se estimates could effect the provision.  

an maturities 

e maturity of the Bank’s loan portfolio is presented in Note 31, which shows the remaining 
riod from the reporting date to the contractual maturity of the loans comprising the loan portfolio. 
e to the short-term nature of the credits issued by the Bank, it is likely that many of the Bank’s 
ns to customers will be prolonged on maturity. Accordingly, the effective maturity of the loan 
rtfolio may be significantly longer than the classific
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15 Available-for-sale assets 
 

 2006  2005 
 KGS ’000  KGS ’000 
NB R notes  -  44,994 K
Go rnment treasury bills - ,128 

 -  50,122 
ve  5

 

16 Held to maturity investments 
 

 06  2005 
 KGS ’000  KGS ’000 
Go rnment treasury bills 2,301  - 

 

20

ve
NB R notes 8,995  
 11,296  - 

K - 
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17 Property and equipment 
 

KGS’ 000 
 
Buildings  

Furniture 
and 

equipme

Equipment 
for 

installation
Construction-

 Total 
Cost     

nt  Vehicles
  

in-progress
  

At 1 January 2005 51,9 8 -

Ad 5,861  513 1,461 10,765 544 24,14  

Tr 2,014 541 (2,51 ) -

Dis - 73) - - (5,204) 

At r 2005 59,842 26 726 - 105,41

67  27, 45 4,691 1,972 86,475 

ditions 5, 4

ansfers   5, - (5,039) 6  

posals  (4,8 (331)

 31 Decembe  34,0 5,821 5, 5 

Additions 328  6,554 8 - - 6,890 

Transfers -  3,420 - (3,420) - - 

Dis - 39) - - (439) 

At 60,170  61 306 - 111,866 

posals   (4 -

 31 December 2006 43,5 5,829 2,

     

De     

At 59 02 - - 18,851 

Depreciation charge 1,464  6,517 989 - - 8,970 

Disposals -  (4,254) (331) - - (4,585) 

At  8,023  65 2,548 - - 23,236 

preciation  

 1 January 2005 6,5   10,4 1,890

 31 December 2005 12,6

De 1,580 779 - - 10,525 

Dis - 28) - - (428) 

At 9,603  16 - - 33,333 

preciation charge  7, 1,166

posals  (4 -

 31 December 2006 20,0 3,714

     

Ca    

At 31 December 2006 50,567  23,545 2,115 2,306 - 78,533 

At 31 December 2005 51,819  21,361 3,273 5,726 - 82,179 

rrying value  
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18 Intangible assets 

  KGS ‘000 
Co    

 

st

At 1 January 2005  7,027 

Ad 5,643 

Dis  (256) 

At  12,414 

ditions  

posals 

 31 December 2005 

Ad  4,364 

Disposals  (363) 

At 31 December 2006  16,415 

ditions 

   

De   

At  2,225 

Depreciation charge  1,979 

Dis  (256) 

At 31 December 2005  3,948 

preciation  

 1 January 2005 

posals 

Depreciation charge  2,578 

Dis  (329) 

At  6,197 

posals 

 31 December 2006 

   

Ca   

At r 2006  10,218 

At  8,466 

rrying value 

 31 Decembe

 31 December 2005 

 

19 ssets 
 2006  2005 
 KGS ’000  KGS ’000 

Prepayments  3,723 5,301 

 Other a

Ma rials and supplies 3,084 2,063 

Ot 2,133 2,110 

 8,940 9,474 

te

her 
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20 Current accounts and deposits from customers 
 
 
Cu ent accounts and demand deposits    

 
2006  2005 

KGS ’000  KGS ’000 
rr

- R ail 248,755 035 
- C 967,693  709,5  
Term deposits    
- C 3,684  1  
- R 11,981  6  
Ca 11,094  3  
Ac 140   

 1,243,347  799 

et  201,
orporate 50

orporate 3, 78
etail 6, 66
sh collateral 7, 20
crued interest 50

927,

Bl

As of 31 December 2006, the Bank maintained customer deposit balances of KGS 53,356 thousand 
(20  KGS 7,320 thousand) which were blocked by the Bank as collateral fo  f-
balance sheet credit instruments granted by the Bank. 

Concentrations of current accounts and customer deposits 

As
ex 1 December 2006 and 2005 were 
KG

ocked accounts 

05: r loans and of

 of 31 December 2006 and 2005, the Bank had 2 and 3 customers, respectively, whose balances 
ceeded 10% of total customer accounts. These balances as of 3

S 128,457 thousand and KGS 93,019 thousand, respectively. 
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21 Income tax liabilities 
 2006  2005 
 KGS ’000  S ’000 
De red income tax liabilities 2,204  1,94  

2

KG
fer 3

Cu nt income tax liabilities 3,576 2,72  
In 5,780  6  

rre   5
come tax liabilities 4,6 8

Te  carrying amounts of assets and liabilities for financ rt g 
pu sed for taxation purposes give rise to net deferred tax liabili f 1 
December 2006 and 2005. 

M

KG

Balance 
1 January gnised in 

come 

Balance 
31 December 

2006 
Intangible assets 3 (141)  177 

mporary differences between the ial repo in
rposes and the amounts u ties as o  3

ovement in temporary differences during the year 

S’000 2006 
Reco

in
18  

Property and equipment (2, (120)  (2,381)
 (1,943 (26 ,204)

261)  
)  1)  (2

22 iabilities 
  
 0  KG
Ac xpense 5,641  5,180 

 Other l
2006 2005 

KGS ’00 S ’000 
crued e s  

Bo able to 1,359  - 
Ac nts payable 1,163  3  
Collateral for safety deposit boxes 444  464 
Provision for guarantees and letters of credit issued 107 1,07  
Ot 295  4  

 9,009  5  

nus pay  employees 
cou 99

 1
her 59

7, 73

 

Analysis of movements in the provision for guarantees and letters of credit issued 

 2006 2005 
 KGS ’000 K  

Balance at the beginning of the year 1,071 869 

GS ’000

Ne recovery)/charge for the year  (964) 202 

Bal

t (

ance at the end of the year 107 1,071 



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 

 

 29 

23 Share capital 
Issued capital 

Th are capital comprises 132,540 ordinary shares 
(2005: 132,540). All shares have a par value of KGS 1,000. In addition the Bank’s share capital 
inc

Th
are

 

24 Commitments 
At ny time the Bank has outstanding commitments to extend credit. These commitments take the 
for pprov

The Bank provides financial guarantees and letters of credit to guarantee the performance of 
cu
up

24 Commitments, continued 
Th
by nts reflected in the table for commitments assume that amounts are fully 
advanced. The amounts reflected in the table for guarantees and letters of credit represent the 
ma t date if counterparties failed 
co

 

Co

and share premium 

e authorised, issued and outstanding sh

ludes 1 thousand KGS of share premium at 31 December 2006 and 2005. 

e holders of ordinary shares are entitled to receive dividends as declared from time to time and 
 entitled to one vote per share at annual and general meetings of the Bank. 

 a
m of a ed loans and credit lines. 

stomers to third parties. These agreements have fixed limits and generally extend for a period of 
 to three years. 

e contractual amounts of commitments and contingent liabilities are set out in the following table 
 category. The amou

ximum accounting loss that would be recognised at the balance shee
mpletely to perform as contracted. 

2006 
KGS ’000 

2005 
KGS ’000 

ntracted amount    
Lo
Gu 18,777  65,096 
Future date payments 29,749  27,666
 85,019  117,871

an and credit line commitments 36,493  25,109 
arantees and letters of credit 

 
 

Th ntractual commitments to extend credit indicated above doe  
ne ments, as many of these commitments m e r 
ter

 

e total outstanding co s not
cessarily represent future cash require
minate without being funded. 

ay expir  o



CJSC Demir Kyrgyz International Bank 
Notes to the financial statements for the year ended 31 December 2006 

 30 

25 Contingencies 

(a)  In e 

Th ustry in the Kyrgyz Republic is in a developing state and many forms of insurance 
protection common in other parts of the world are not yet generally available. The Bank does not 
ha
res
the
los
an

(b) Li

Bank management is unaware of any significant actual, pending or threatened claims against the 

suranc

e insurance ind

ve full coverage for its premises and equipment, business interruption, or third party liability in 
pect of property or environmental damage arising from accidents on Bank property or relating to 
 Bank’s operations. Until the Bank obtains adequate insurance coverage, there is a risk that the 
s or destruction of certain assets could have a material adverse effect on the Bank’s operations 
d financial position. 

tigation 

Bank. 
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25 Contingencies, continued 

(c ) Ta

Th z Republic is relatively new and is characterised by frequent 
changes in legislation, official pronouncements and court decisions, which are often unclear, 
co
rev
fin

A 
ye a tax year may remain open longer. Recent events 
within the Kyrgyz Republic suggest that the tax authorities are taking a more assertive position in 
the

Th
sig
lia epublic tax legislation, official 
pronouncements and court decisions. However, the interpretations of the relevant authorities could 
dif
en

 

26
Cash and cash equivalents at the end of the financial year as shown in the statement of cash flow is 
co the following items: 

 2006  2005 
 KGS ’000  KGS ’000 
Cash 268,309  141,013 

xation contingencies 

e taxation system in the Kyrgy

ntradictory and subject to varying interpretation by different tax authorities. Taxes are subject to 
iew and investigation by a number of authorities, which have the authority to impose severe 
es, penalties and interest charges. 

tax year remains open for review by the tax authorities during the three subsequent calendar 
ars; however, under certain circumstances 

ir interpretation and enforcement of tax legislation. 

ese circumstances may create tax risks in the Kyrgyz Republic that are substantially more 
nificant than in other countries. Management believes that it has provided adequately for tax 
bilities based on its interpretations of applicable Kyrgyz R

fer and the effect on these IFRS financial statements, if the authorities were successful in 
forcing their interpretations, could be significant. 

 Cash and cash equivalents 

mposed of 

Ba
Pla  of up to 3 months 
(N e 12) 430,965  1,43
 
 989,789 ,99

lances with the NBKR 290,515  255,551 
cements with banks with an original maturity
ot 42 3 

 817 7 

Th titutions to maintain reserves on the Bank’s corresp o nt 
wi cted by the credit 
ins t restricted t n. 
As mber 2006, the Bank was in compliance with the reserve requirements

 

 

e NBKR requires credit ins ondent acc u
th the NBKR, the amount of which depends on the level of funds attra
titution. The Bank’s ability to withdraw funds from such accounts is no
 of 31 Dece

 by legisla
. 

io
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27 Related party transactions 

(a) Co relatio

he Bank is Dr. Halit Cingillioglu. 

(b) Tr  

Total Management Board members’ remuneration included in employee compensation (refer 
No
KGS 745 thousand (2005: KGS 611 thousand) due from the members of the Management Board. 

(c) Tr

Th
31 December 2005 and related income statement amounts of transactions for the years then ended 
wi d parties are represented by Demir Kazakhstan 
Ba
Ba

 KGS’000 Interest Rate  KGS’000 Interest Rate 
Balance Sheet     
Assets     

Placements with banks 38,16 6,8% 5,299 - 
Loa customers 
-O  
-Pr r impairment 

745 

(15) 
15% 

-  

11

2
15% 

    

Lia      
Deposits and balances from 
ban 1,233 -  349 

    

Income statement    

Int 201 -  86

 

ntrol nships 

The party with ultimate control over t

ansactions with members of the Board of Directors and the Management Board

te 10) was KGS 11,267 thousand (2005: KGS 10,452 thousand).  Staff loans (Note 14) include 

ansactions with other related parties 

e outstanding balances and the related average interest rates as of 31 December 2006 and 

th other related parties are as follows. Other relate
nk JSC (Kazakhstan) and Demir-Halk Bank (Netherlands) being under common control with the 
nk. 

2006 
 

Total 
2006 

Average 

2005 
 

Total 
2005 

Average 

 
 

6  
ns to 

utstanding balances
ovision fo

6  

(1 ) - 

  

bilities 

ks 3, - 

  

  

erest income 2  - 
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28 Risk management 
M ent o ess of banking and is an essential element of the 
Bank’s operations. The major risks faced by the Bank are those related to market risk, which 
inc
are

(a) M

(i) Price risk 

he value of a financial instrument will fluctuate as a result of changes in 
those changes are caused by factors specific to the individual instrument or 
ruments traded in the market. Price risk arises when the Bank takes a long 

or 

(ii) Fa

Fa
of  rate risk arises when the actual or forecasted 
ass either greater or less than the actual or forecasted liabilities in 
tha rmation on the Bank’s exposure to fair value interest rate risk 
at 

(iii) Cu

Th
ari
lia r information on the Bank’s exposure to currency risk at year 

The Bank manages its market risk by setting open position limits in relation to financial instrument, 
int
an

(b) Cr

Credit risk is the risk of financial loss occurring as a result of default by a borrower or counterparty 
on

Th
gu e establishment of a Credit Committee, which 
actively monitors the Bank’s credit risk. The Bank’s credit policy is reviewed and approved by the 

(c) Li

Li nk will encounter difficulty in raising funds to meet 
co
the
as 
Di
31

33 

anagem f risk is fundamental to the busin

ludes price, fair value interest rate and currency risks, credit risk and liquidity risk. These risks 
 managed in the following manner: 

arket risk 

Price risk is the risk that t
market prices, whether 
factors affecting all inst

short position in a financial instrument.  

ir value interest rate risk 

ir value interest rate risk is the risk that the value of a financial instrument will fluctuate because 
changes in market interest rate. Fair value interest
ets of a given maturity period are 
t maturity period. For further info

year end refer to Note 29. 

rrency risk 

e Bank has assets and liabilities denominated in several foreign currencies. Foreign currency risk 
ses when the actual or forecasted assets in a foreign currency are either greater or less than the 
bilities in that currency. For furthe

end refer to Note 32. 

erest rate maturity and currency positions which are monitored on a regular basis and reviewed 
d approved by the Board of Directors. 

edit risk 

 their obligation to the Bank.  

e Bank has developed policies and procedures for the management of credit exposures, including 
idelines to limit portfolio concentration and th

Board of Directors. 

quidity risk 

quidity risk is the risk that the Ba
mmitments associated with financial instruments. The Bank maintains liquidity management with 
 objective of ensuring that funds will be available at all times to honor all cash flow obligations 
they become due. The Bank’s liquidity policy is reviewed and approved by the Board of 

rectors. For further information on the Bank’s exposure to liquidity risk at year end refer to Note 
. 
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29 Fair value of financial instruments 
Th ated d to be disclosed by 
IAS 32 “Financial Instruments: Disclosure and Presentation”, are as follows:  

 

 2006  2006  2005  2005 
 Fair Value  Carrying 

alue 
 Fair Value  Carrying 

 KGS’000  KGS’000  KGS’000  KGS’000 
ASSETS    

e estim fair value of the Bank’s financial assets and liabilities, as require

V Value 

    
Cash 268,309  268,309   141,013 
Ba nces with the NBKR 290,515 51   
Pla  banks 430,965  430,96  1,433  421,433
Am eceivable from banks under 
rev urchase agreements 85,932 ,93 3  
Lo 376,129 ,53 3  
Av - 2  
Hel ,296  11,296  -  - 
Ot 8,940 ,94  4  

  

141,013 
la  290, 5  255,551 255,551 
cements with 5 42  
ounts r
erse rep  85 2  21,02 21,023 
ans to customers  378 9  201,03 202,170 
ailable-for-sale assets  -  50,12 50,122 
d to maturity investments 11

her assets  8 0 9,47 9,474 

    
   

  
    

LI     
De ces from banks 1,280 ,28  5  
Current accounts and deposits from 
cus mers 1,243,347  243,34  927,799  927,799 
Income tax liabilities 5,780  5,78  4,6 8  4,668
Ot 9,009  9,00  7,5 3  7,573 
 

Th able-for-sale assets and held to maturity investments are 
ba d market prices at the balance she ut y r t nsa . 

Th lues of all other financial assets bil es, is ed ing d d 
ca s based on estimated future c ws nd d rat  for r 
instruments at the balance sheet date. 

Th
co
However given the uncertainties and the use of subjective judgment, the fair value should not be 
int

 

 
ABILITIES    
posits and balan  1 0 15,81 15,815 

to 1, 7 
0 6  

her liabilities 9 7

e estimated fair values of quoted avail
sed on quote et date witho an  deduction fo ra ction costs

e estimated fair va
sh flow technique

 and lia
ash flo

iti
 a

calculat
iscount 

us
es

iscounte
a simila

e estimates of fair value are intended to approximate the amount for which a financial instrument 
uld be exchanged between knowledgeable, willing parties in an arm's length transaction. 

erpreted as being realisable in an immediate sale of the assets or settlement of liabilities. 
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30 Average effective interest rates 
Th elow s as at 31 December 2006 
and their corresponding average effective interest rates as at that date. These interest rates are an 
ap

 

Value 
KGS ’000 

effective 
interest 

rate 

Average 
effective 
interest 

rate 
Interest Bearing Assets      

35 

e table b  displays the Bank’s interest bearing assets and liabilitie

proximation of the yields to maturity of these assets and liabilities.  

2006 
Average 

2005 

Value 
KGS ’000

  
Placements with banks        
Nostro accounts     
- U 26,763  4,0 38,906  3,20% 
Lo      
- K 133,168  6,0 12,300  0,00% 
- U 156,651  30
- ot 57,708  3,5 24,484  2,79% 
        
Am vable from banks under reverse 
rep agreements   
- K 85,832  2
      
Lo        
- K 9  24,2 10,138  27,62% 
- U 365,515  19 1
   
Av lable-for-sale assets       
- K -  50,122  5,24% 
   
In ng Liabilities 
      
Current accounts and deposits from 
cu     
Cu unts and demand deposits     
- K S 23,240  2,6  36,442 1,31% 
- U 148,699  1,06%  136,061  1,06% 
Ter  deposits      
- KGS 9,386  5,43%  3,773  5,70% 
- U 5,168  1,0  5,805 1,00% 
- other currencies 1,111  1,00%  264  1,00% 

 

   
SD 7%  

ans and deposits   
GS 6%  
SD 5,95%  9,758  4,22% 
her currencies 5%  

ount recei
urchase      
GS 8,48%  1,000  3,71% 

  
ans to customers 
GS 18,11 7%  
SD 16,14%  5,609  

  
7,21% 

   
ai   
GS -  

     
terest Beari

  

stomers    
rrent acco     
G 5%  
SD 
m   

SD 0%  
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31 Maturity analysis 
The following es by remaining contractual maturity dates as 
at 31 December 2006. Due to the fact that substantially all the financial instruments of by the Bank 
are
int

 

table shows banking assets and liabiliti

 fixed rated contracts, these remaining contractual maturity dates also represent the contractual 
erest rate repricing dates. 
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 1 year to 5
years 

Assets  GS ’00 KGS ’000
Cash -  268,309 - - 

Ov

KGS 

erdue  

’000

Less th
mon

 KG

an 1 
th 

S ’000

1 to 3 
months 

0 

3 mo
to 1 y
KGS ’00

nths 
ear 

0
- 

 

 K

 290,611 81,292 59,062 - 
erse  

824 
281 
301 

- 
210 

- 
83,

 

 - - - - 
 903,074 187,698 142,272 

 
s from cus

 3,576
88,191 

 - - 
,302 

 
ber 20 5,117) 970 

Due from the NBKR -  290,515 - - - 
Placements with banks - 
Amounts receivable from banks under rev
repurchase agreements - 30,108 55, - 
Loans to customers -  5,596 48, 241,452 
Held to maturity investments -  8,995 2, - 
Other assets -  8,940 - - - 
Property and equipment -  - - - - 
Intangible assets - 
Total assets - 241,452 
       
Liabilities       
Deposits and balances from banks -  1,280 - - - 
Current accounts and deposit tomers -  1,174,326 59,726 6,302 2,993 
Other liabilities -  9,009 - - - 
Income tax liabilities - - 
Total liabilities -  1,1 59,726 6 2,993 
      
Net position as at 31 Decem 06 -  (28 127,972 135, 238,459 

Net position as at 31 December 2005  4,394  (80,838) 19,593 90,939 115,040 

Notes to the financial s
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32 Currency analysis 
Th wing f assets and liabilities at 31 December 2006: 

 

 KGS ’000  ’000 KGS ’000 KG KGS
Assets          

e follo table shows the currency structure o

KGS USD EUR Other 
currencies

Total 

KGS S ’000  ’000 

Ca 47,97 7  2
Du  NBKR 290,515   - 290,515 
Pla s with banks 133,242  5  16 430,9
Am eceivable from banks under 
rev ts 85,932  - 85,932 
Loa 17,913 6  378
Av -  -  -  -  - 
He 11,296   - 11,296 
Oth 4,499  3  - 8,940 
Pro 78,533   - 78,533 
Inta 10,218   - 10,218 
Tot 680,124  1  92,02 19,464 563,247 

sh 6  209,58  7,898 2,848  68,309 
e from the - -   
cement
ounts r

197,26  83,842  ,616  65 
 

erse repurchase agreemen  - -   
ns to customers  360,62  -  -  ,539 

ailable-for-sale assets 
ld to maturity investments - -   
er assets 4,15  288   
perty and equipment 
ngible assets 

- 
- 

- 
- 

 
 

 
 

al assets 771,63  8   1,
          
Lia        
De om banks 26  4  - 1,280 
Cur d deposits from 
cus 371,759 8  243
Other liabilities 2,891  6,007  71 40 9,009 
Inc ies 5,780   - 5,780 
Tot 80,456  76 9  18,829 259,416 

bilities   
posits and balances fr 1,25  -   
rent accounts an
tomers  758,98  93,811  18,789  1, ,347 

   
ome tax liabilit - -   
al liabilities 3 6,24  93,882   1,

Net
De  299,668 2  303

 balance sheet position as of 31 
cember 2006  5,38  (1,854)  635  ,831 

          
Ne s of 31 
De 229,936  9  25 (19,731) 235,576 

t balance sheet positions a
cember 2005 25,11  2   
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