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1 Introduction 

These financial statements have been prepared in accordance with International Financial Reporting 
Standards for the year ended 31 December 2016 for Closed Joint-Stock Company “Zepter Bank” (the 
“Bank”). 
 
The Bank was registered by the National Bank of the Republic of Belarus (the “National Bank of Belarus”) 
on 13 November 2008 as a closed joint-stock company with foreign capital participation.   
 
As at 31 December 2016 and 2015 the following shareholders owned issued shares of the Bank:   

 31 December  
2016 

31 December 
2015 

   
Home Art and Sales Services AG (Switzerland) 99.76 99.76 
ES Consultant GmbH (Germany) 0.24 0.24 
   

   
Total 100.00 100.00 
   

 

As at 31 December 2016 and 2015 the Bank was ultimately controlled by Mr Philip Zepter, a resident of 
the Principality of Monaco.  
 
Principal activity. The Bank’s principal business activity is commercial and retail banking operations 
within the Republic of Belarus. The Bank conducts its business under the license for performing banking 
operations # 31 issued by the National Bank of Belarus on 28 May 2013. Additionally, the Bank has the 
license of the State Securities Committee of the Republic of Belarus for intermediary, commercial and 
consulting activities on securities market.  
 
The Bank’s primary areas of operations include transferring payments, lending, foreign currency 
transactions upon demand of its customers and on interbank market. The license allows the Bank to 
maintain accounts and attract term deposits from individuals and corporate customers. The State Agency 
of Guaranteed Compensation of Individual Deposits ensures repayment of 100% of individual deposits in 
the case of the withdrawal of a licence of a bank or a state imposed moratorium on bank deposit 
payments.  
 
As at 31 December 2016 the Bank had 4 banking service offices in the Republic of Belarus (2015: 5 
banking service offices). The average number of employees of the Bank during 2016 and 2015 was 183 
and 191, respectively.  
 
As at 31 December 2016 and 2015 the Bank had neither subsidiaries nor associates.  
 
The Bank is registered at: 1B, Platonova St., Minsk, 220050, Republic of Belarus.  
 
These financial statements were authorized for issue by the Chairman of the Management Board of the 
Bank on 16 June 2017.  
 
These financial statements are presented in thousands of Belarusian Rubles (“BYN thousands”), unless 
otherwise stated. 

2 Operating Environment of the Bank 

Republic of Belarus. The Republic of Belarus displays certain characteristics of an emerging market. 
The legal, tax and regulatory frameworks continue to develop and are subject to varying interpretation 
which contributes to the challenges faced by banks operating in the Republic of Belarus. 

The ongoing uncertainty and volatility of the financial markets, in particular in Europe and Russia, which is 
the main export market for Belarus, and other risks could have significant negative effects on the 
Belorussian financial and corporate sectors. Management determined loan impairment provisions using 
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the “incurred loss” model required by the applicable accounting standards. These standards require 
recognition of impairment losses that arose from past events and prohibit recognition of impairment 
losses that could arise from future events, including future changes in the economic environment, no 
matter how likely those future events are. Thus final impairment losses from financial assets could differ 
significantly from the current level of provisions. Refer to Note 4. 

Starting from 1 January 2015 the Republic of Belarus ceased to be a hyperinflatory economy. Application 
of IAS 29 “Financial reporting in hyperinflatory economy” is not required for the periods starting from                  
1 January 2015.  

The local currency of the Republic of Belarus was denominated as at 1 July 2016. The old banknotes in 
circulation (sample of the year 2000) are gradually being changed to new banknotes and coins (sample of 
the year 2009) in ratio 10,000 to 1. 

The future economic development of the Republic of Belarus is dependent upon external factors and 
internal measures undertaken by the government to sustain growth, and to change the tax, legal and 
regulatory environment. Management believes it is taking all necessary measures to support the 
sustainability and development of the Bank’s business in the current business and economic 
environment. 

3 Significant Accounting Policies 

Statement of compliance 
 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards (IFRS) issued by the International Accounting Standards Board (IASB) and Interpretations 
issued by the International Financial Reporting Interpretations Committee (IFRIC). 
 
Other basis of presentation criteria 
 
These financial statements have been prepared on the assumption that the Bank is a going concern and 
will continue to operate for the foreseeable future. The management and shareholders have the intention 
to develop further the business of the Bank in the Republic of Belarus (Note 28). The Management 
believes that the going concern assumption is appropriate for the Bank due to its sufficient capital 
adequacy ratio and based on historical experience that short-term liabilities will be refinanced in the 
normal course of business.  
 
These financial statements have been prepared on the historical cost basis except for certain assets that 
are measured at revalued amounts or fair values, as explained in the accounting policies below. 
 
Historical cost is generally based on the fair value of the consideration given in exchange for goods and 
services. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date, regardless of whether that price is 
directly observable or estimated using another valuation technique. In estimating the fair value of an asset 
or a liability, the Bank takes into account the characteristics of the asset or liability if market participants 
would take those characteristics into account when pricing the asset or liability at the measurement date. 
Fair value for measurement and/or disclosure purposes in these financial statements is determined on 
such a basis, except for leasing transactions that are within the scope of IAS 17 Lease, and 
measurements that have some similarities to fair value but are not fair value, such as net realizable value 
in IAS 2 Inventories or value in use in IAS 36 Impairments of Assets.  
 
In addition, for financial reporting purposes, fair value measurements are categorized into Level 1, 2 or 3 
based on the degree to which the inputs to the fair value measurements are observable and the 
significance of the inputs to the fair value measurement in its entirety, which are described as follows: 
 

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Bank can access at the measurement date;  
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• Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for 
the asset or liability, either directly or indirectly; and  

• Level 3 inputs are unobservable inputs for the asset or liability.   
 
The Bank maintains its accounting records in accordance with the legislation of the Republic of Belarus. 
These financial statements have been prepared on the basis of Belarusian statutory accounting records 
maintained in accordance with Belarusian accounting rules and have been adjusted to conform to IFRS.  
 
The Bank presents its statement of financial position accounts broadly in order of liquidity. The analysis 
regarding recovery of financial assets or repayment of financial liabilities within 12 months after the 
reporting date (current) and more than 12 months after the reporting date (non-current) is presented in 
Note 26.  
 
Financial assets and financial liabilities are offset and the net amount reported in the statement of 
financial position only when there is a legally enforceable right to offset the recognized amounts and there 
is an intention to settle on a net basis, or to realize the assets and settle the liability simultaneously. 
Income and expense is not offset in the statement of comprehensive income unless required or permitted 
by any accounting standard or interpretation, and as specifically disclosed in the accounting policies of 
the Bank.  
 
The principal accounting policies applied in the preparation of these financial statements are set out 
below. These policies have been consistently applied to all the periods presented, unless otherwise 
stated (refer to Note 4). 
 
Recognition of interest income and expense 
 
Interest income from a financial asset is recognized when it is probable that the economic benefits will 
flow to the Bank and the amount of income can be measured reliably. Interest income and expense are 
recognized on an accrual basis using the effective interest method. The effective interest method is a 
method of calculating the amortized cost of a financial asset or a financial liability (or group of financial 
assets or financial liabilities) and of allocating the interest income or interest expense over the relevant 
period.  
  
The effective interest rate is the rate that exactly discounts estimated future cash flows (including all fees 
on points paid or received that form an integral part of the effective interest rate, transaction costs and 
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate) a 
shorter period, to the net carrying amount on initial recognition.  
  
Once a financial asset or group of similar financial assets has been written down (partly written down) as 
a result of an impairment loss, interest income is thereafter recognized using the rate of interest used to 
discount the future cash flows for the purpose of measuring the impairment loss.  
  
Interest earned on assets at fair value is classified within interest income. 
 
Recognition of income on repurchase and reverse repurchase agreements 
 
Gain/loss on the sale on repurchase and reverse repurchase agreements is recognized as interest 
income or expense in the statement of comprehensive income based on the difference between the 
repurchase price accreted to date using the effective interest rate method and the sale price when such 
instruments are sold to third parties. When the repo (reverse repo) is fulfilled on its original terms, the 
effective yield/interest between  the sale and repurchase price negotiated under the original contract is 
recognized using the effective interest method. 
 
Recognition of revenue – other 
 
Recognition of fee and commission income 
 
Loan maintenance fees, together with the related direct costs, are recognized as an adjustment to the 
effective interest rate of the loan. Loan servicing fees are recognized as revenue as the services are 
provided. All other commissions are recognized as services are provided. 
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Financial instruments 
 
The Bank recognizes financial assets and liabilities in its statement of financial position when it becomes 
a party to the contractual obligations of the instrument. Regular way purchases and sales of financial 
assets and liabilities are recognized using settlement date accounting.  
 
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are 
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than 
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from 
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. 
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair 
value through profit or loss are recognized immediately in profit or loss. 
 
Financial assets 
 
Financial assets are classified into the following categories: financial assets ‘at fair value through profit or 
loss’, ‘held-to-maturity’ investments, ‘available-for-sale’ financial assets and loans  and receivables. The 
classification depends on the nature and purpose of  the financial assets and is determined at the time of 
initial recognition. 
 
Cash and cash equivalents  
 
Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and deposit 
accounts with the National Bank with original maturity within 90 days, due from banks with original 
maturity  within 90 days, which may be freely converted to cash within a short period of time, except for 
guarantee deposits and other restricted balances.   
 
Mandatory cash balances with the National Bank 
 
Mandatory cash balances with the National Bank comprise mandatory reserve deposits with the National 
Bank which are not available to finance day to day operations of the Bank, and hence are not considered 
as part of cash and cash equivalents for the purposes of the statement of cash flows.   
 
Financial assets at fair value through profit or loss 
 
Financial asset is classified as at fair value through profit or loss when the financial asset is either held for 
trading or is designated as at fair value through profit or loss at initial recognition.  
 
A financial asset is classified as held for trading if:  
 

• It has been acquired principally for the purpose of selling it in the near term; or \ 
• On initial recognition it is part of a portfolio of identified financial instruments that the Bank 

manages  
together and has a recent actual pattern of short-term profit-taking; or  

• It is a derivative that is not designated and effective as a hedging instrument.  
 
Financial assets at fair value through profit or loss are stated at fair value, with any gains or losses arising 
on remeasurement recognized in profit or loss. Fair value is determined in the manner described in Note 
31. 
 
Derivative financial instruments  
 
The Bank uses the following derivative financial instruments: foreign currency forwards and exchange of 
deposits in different currencies (swap). These instruments are used by the Bank to manage its exposure 
to foreign exchange rate risk.  
 
Derivatives are initially recognized at fair value at the date the derivative contract is entered into and are 
subsequently remeasured to their fair value at the end of each reporting period. As foreign currency 
forwards and swaps do not have an active market in the Republic of Belarus they are measured using 
interest rates parity model. The resulting gains or losses are recognized in profit or loss.  
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Financial assets available for sale  
 
Financial assets available for sale are non-derivatives that are either designated as available-for-sale or 
are not classified as (a) loans and receivables, (b) held-to-maturity investments or (c) financial assets at 
fair value through profit or loss.  
 
Gains and losses arising from changes in fair value are recognized in other comprehensive income and 
accumulated in the investments available for sale revaluation reserve, with the exception of other-than-
temporary impairment losses, interest calculated using the effective interest rate method, and foreign 
exchange translation differences, which are recognized in profit or loss. Where the financial asset is 
disposed of or is determined to be impaired, the cumulative gain or loss previously accumulated in the 
investments available-for-sale revaluation reserve is reclassified to profit or loss in the period of disposal 
or impairment.  
 
The fair value of available-for-sale monetary assets denominated in a foreign currency is determined in 
that foreign currency and translated at the exchange rate at the reporting date. The foreign exchange 
gains and losses that are recognized in profit or loss are determined based on the amortized cost of the 
monetary asset. Other foreign exchange gains and losses are recognized in other comprehensive 
income.  
 
Loans and receivables 
 
Trade receivables, loans issued, and other receivables that have fixed or determinable payments and are 
not quoted in an active market are classified as loans and receivables. Loans and receivables are 
measured at amortized cost using the effective interest rate method, less any impairment. Interest income 
is recognized by applying the effective interest rate, except for short-term receivables when the 
recognition of interest would be immaterial.  
 
Repurchase and reverse repurchase agreements 
 
In the normal course of business the Bank enters into sale and purchase back agreements (“repos”) and 
purchase and sale back agreements of financial assets (“reverse repos”). Repos and reverse repos are 
utilized by the Bank as an element of its treasury management.  
 
A repo is an agreement to transfer a financial asset to another party in exchange for cash or other 
consideration and a concurrent obligation to reacquire the financial assets at a future date for  an amount 
equal to the cash or other consideration exchanged plus interest. These agreements  are accounted for 
as financing transactions. Financial assets sold under repo are retained in the financial statements and 
consideration received under these agreements is recorded as collateralized deposit.  
 
Assets purchased under reverse repos are recorded in the financial statements as cash placed on 
deposit which is collateralized by securities and other assets and are classified as due from banks and/or 
loans and advances to customers.  
 
The Bank enters into repurchase agreements under which it receives or transfers collateral in accordance 
with normal market practice. Under standard terms for repurchase transactions in the Republic of Belarus 
and other CIS countries, the recipient of collateral has the right to sell or repledge the collateral, subject to 
returning equivalent securities on settlement of the transaction.  
 
The transfer of securities to counterparties is only reflected on the statement of financial position if the 
risks and rewards of ownership are also transferred.  
 
Impairment of financial assets 
 
Financial assets, other than those at fair value through profit or loss, are assessed for impairment at the 
end of each reporting period. Financial assets are considered to be impaired when there is objective 
evidence that, as a result of one or more events that occurred after the initial recognition of the financial 
asset, the estimated future cash flows of the investment have been affected. 
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For financial assets objective evidence of impairment includes:  
 
• Significant financial difficulty of the issuer or counterparty; or  
• Breach of contract, such as default or delinquency in interest or principal payments; or  
• Default or delinquency in interest or principal payments;  
• It becoming probable that the borrower will enter bankruptcy or financial re-organization; or  
• Disappearance of an active market for that financial asset because of financial difficulties.  
  
For certain categories of financial assets, such as loans and receivables, assets that are assessed not to  
be impaired individually are, in addition, assessed for impairment on a collective basis. Objective 
evidence of impairment for a portfolio of loans and receivables could include the Bank’s past experience 
of collecting payments, an increase in the number of delayed payments in the portfolio, as well as 
observable changes in national or local economic conditions that correlate with default on receivables.  
 
For financial assets carried at amortized cost, the amount of the impairment loss recognized is the 
difference between the asset’s carrying amount and the present value of estimated future cash flows, 
discounted at the financial asset’s original effective interest rate.  
 
For financial assets carried at cost, the amount of the impairment loss is measured as the difference 
between the asset’s carrying amount and the present value of the estimated future cash flows discounted  
at the current market rate of return for a similar financial asset. Such impairment loss will not be reversed  
in subsequent periods.  
 
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial 
assets with the exception of loans and receivables, where the carrying amount is reduced through the use 
of an allowance account. When a loan or a receivable is considered uncollectible, it is written off against 
the allowance account. Repayment of loans earlier written off is recognized in profit or loss upon receipt.  
 
If a financial asset available for sale is impaired, then income and expenses recognized in other 
comprehensive income are transferred to the profit or loss.  
 
If, in a subsequent period, the amount of the impairment loss on financial assets carried at amortized cost  
decreases and the decrease can be related objectively to an event occurring after the impairment was 
recognized, the previously recognized impairment loss is reversed through the profit and loss to the 
extent that the carrying amount of financial assets at the date the impairment is reversed cannot exceed 
what the carrying amount would have been had the impairment not been recognized.   
 
In respect of debt securities available for sale, impairment losses are subsequently reversed through 
profit or loss if an increase in the fair value of the investment can be objectively related to an event 
occurring after the recognition of the impairment loss.   
 
Renegotiated loans   
 
Where possible, the Bank seeks to restructure loans rather than to take possession of collateral. This 
may involve extending the payment arrangements and the agreement of new loan conditions. Once the 
terms have been renegotiated any impairment is measured using the original effective interest rate as 
calculated before the modification of terms and the loan is no longer considered past due. Management 
continually reviews renegotiated loans to ensure that all criteria are met and that future payments are 
likely to occur. The loans continue to be subject to an individual or collective impairment assessment, 
calculated using the loan’s original effective interest rate.  
 
Write-off of loans  
 
Loans are written off against allowance for impairment losses when deemed uncollectible, including 
through repossession of collateral. Loans are written off after management has exercised all possibilities 
available to collect amounts due to the Bank.  
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Derecognition of financial assets 
  
The Bank derecognizes a financial asset only when the contractual rights to the cash flows from the asset 
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of 
the asset to another party. If the Bank neither transfers nor retains substantially all the risks and rewards 
of ownership and continues to control the transferred asset, the Bank recognizes its retained interest in 
the asset and an associated liability for amounts it may have to pay. If the Bank retains substantially all 
the risks and rewards of ownership of a transferred financial asset, the Bank continues to recognize the 
financial asset and also recognizes a collateralized borrowing for the proceeds received.  
 
On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount 
and the sum of the consideration received and receivable and the cumulative gain or loss that had been 
recognized in other comprehensive income and accumulated in equity is recognized in profit or loss.  
 
On derecognition of a financial asset other than in its entirety (e.g. when the Bank retains an option to 
repurchase part of a transferred asset), the Bank allocates the previous carrying amount of  the financial 
asset between the part it continues to recognize under continuing involvement, and  the part it no longer 
recognizes on the basis of the relative fair values of those parts on the date of the transfer. The difference 
between the carrying amount allocated to the part that is no longer recognized and the sum of the 
consideration received for the part no longer recognized and any cumulative gain or loss allocated to it 
that had been recognized in other comprehensive income is recognized in profit or loss. A cumulative 
gain or loss that had been recognized in other comprehensive income is allocated between the part that 
continues to be recognized and the part that is no longer recognized on the basis of the relative fair 
values of those parts. 
 
Financial liabilities and equity instruments issued   
 
Classification as debt or equity   
 
Debt and equity instruments issued are classified as either financial liabilities or as equity in accordance 
with the substance of the contractual arrangements and the definitions of a financial liability and equity 
instrument.  
 
Equity instruments  
 
An equity instrument is any contract that evidences a residual interest in the assets of an entity after 
deducting all of its liabilities. Equity instruments issued by the Bank are recognized at the proceeds 
received, net of direct issue costs.  
 
Repurchase of the Bank’s own equity instruments is recognized and deducted directly in equity. No gain 
or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Bank’s own equity 
instruments.  
 
Financial liabilities 
 
Financial liabilities, including deposits by banks and customers, debt securities issued, other borrowed 
funds and other liabilities, are initially measured at fair value, net of transaction costs.  
 
Financial liabilities are subsequently measured at amortized cost. Interest expense is calculated using the 
effective interest method.  
  
The effective interest method is a method of calculating the amortized cost of a financial liability and of 
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash payments through the expected life of the financial liability, or (where 
appropriate) a shorter period, to the net carrying amount on initial recognition.  
 
Derecognition of financial liabilities 
  
The Bank derecognizes financial liabilities when, and only when, the Bank's obligations are discharged,  
cancelled or they expire. Where an existing financial liability is replaced by another from the same lender  
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on substantially different terms, or the terms of an existing liability are substantially modified, such an 
exchange or modification is treated as a derecognition of the original liability and the recognition of a new  
liability. The difference between the carrying amount of the financial liability derecognized and the 
consideration paid and payable is recognized in profit and loss.  
  
Financial guarantee contracts  
  
A financial guarantee contract is a contract that requires the issuer to make specified payments to 
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due in 
accordance with the terms of a debt instrument.  
  
Financial guarantee contracts issued by the Bank are initially measured at their fair values and, if not 
designated as at fair value through profit or loss, are subsequently measured at the higher of:  
 
• The amount of the obligation under the contract, as determined in accordance with IAS 37 Provisions, 

Contingent Liabilities and Contingent Assets; and  
• The amount initially recognized less, where appropriate, cumulative amortization recognized in  

accordance with the revenue recognition policies.  
  
Rent  
 
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks 
and rewards of ownership to the lessee. All other leases are classified as operating leases.  
 
The Bank as lessee  
 
Operating lease payments are recognized as an expense on a straight-line basis over the lease term, 
except where another systematic basis is more representative of the time pattern in which economic 
benefits from the leased asset are consumed. 
 
Property and equipment 
 
Property and equipment are carried at historical cost restated for inflation for items acquired before 
1 January 2015 less accumulated depreciation and any recognized impairment loss. Due to change of 
accounting policy starting from 2016 property and equipment are disclosed at fair value. Buildings and 
premises are carried at revalued amounts based on the conclusion of an independent appraiser (Note 
10). 
  
Depreciation is recognized so as to write off the cost of assets (other than properties under construction)  
less their residual values over their useful lives, using the straight-line basis. The estimated useful life, 
carrying values and amortization method are reviewed at  the end of each reporting period, with the effect  
of any changes in estimate being accounted for on  a prospective basis. In these financial statements the  
depreciation is calculated on a straight-line basis at the following annual rates: 
 
 

Fixed asset group Useful lives in years 

  

Premises  20-40 
Vehicles  7-10 
Office and computer equipment  5-10 
  

 
An item of Property and equipment is derecognized upon disposal or when no future economic benefits 
are expected to arise from the continued use of the asset. Any gain or loss arising on sale or other 
disposal of an item of property and equipment is determined as the difference between the sales 
proceeds and the carrying amount of the asset and is recognized in profit or loss. 
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Intangible assets 
 
Intangible assets acquired separately 
 
Intangible assets with finite useful lives that are acquired separately are carried at historical cost restated  
for inflation for items acquired before 1 January 2015 less accumulated amortization and accumulated  
impairment losses, if any. Amortization is recognized on  a straight-line basis over their estimated useful  
lives. The estimated useful life and amortization method are reviewed at the end of each reporting period,  
with the effect of any changes in estimate being accounted for on a prospective basis. It is calculated on a  
straight-line basis at the following annual rates: 
 

 Useful lives in years 

  

Intangible assets 1-5 
  

 
An intangible asset is derecognized on disposal, or when no future economic benefits are expected from  
use or disposal. Gains or losses arising from derecognition of an intangible asset are measured as the 
difference between the net proceeds on disposal and the carrying amount of the asset and are 
recognized in profit or loss when the asset is derecognized. 
 
Impairment of tangible and intangible assets 
 
At the end of each reporting period, the Bank reviews the carrying amounts of its tangible and intangible 
assets to determine whether there is any indication that those assets have suffered  an impairment loss. If 
any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any).  
 
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset for 
which the estimates of future cash flows have not been adjusted.  If the recoverable amount of an asset is 
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable amount. Impairment losses are immediately recognized in profit or loss.  
 
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the 
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed 
the carrying amount that would have been determined had no impairment loss been recognized for the 
asset in prior years. Recovery of impairment losses is immediately recognized in profit or loss.  

Investment property 

Investment property is property held by the Bank to earn rental income or for capital appreciation, or both 
and which is not occupied by the Bank. Investment property includes assets under construction for future 
use as investment property.  

Investment property is initially recognised at cost, including transaction costs, and subsequently 
remeasured at fair value updated to reflect market conditions at the end of the reporting period. Fair value 
of investment property is the price that would be received from sale of the asset in an orderly transaction, 
without deduction of any transaction costs. Fair value of the Bank’s investment property is determined 
based on reports of independent appraisers, who hold a recognised and relevant professional 
qualification and who have recent experience in valuation of property of similar location and category 
(Note 11).  

Earned rental income and income from revaluation of investment property is recorded in profit or loss for 
the year within other operating income (Note 23). Expenses due maintenance of investment property are 
recorded within administrative and other operating expenses (Note 24).  
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Due to other banks 

Amounts due to other banks are recorded when money or other assets are advanced to the Bank by 
counterparty banks. The non-derivative liability is carried at amortised cost.  

Customer accounts 

Customer accounts are non-derivative liabilities to individuals, state or corporate customers and are 
carried at amortised cost.  

Debt securities in issue 

Debt securities in issue include bonds and debentures issued by the Bank. Debt securities are stated at 
amortised cost. If the Bank purchases its own debt securities in issue, they are removed from the statement 
of financial position and the difference between the carrying amount of the liability and the consideration 
paid is included in gains arising from early retirement of debt. 

Subordinated debt 

Subordinated debt ranks behind all other creditors in case of liquidation. Subordinated debt is carried at 
amortised cost. 

Derivative financial instruments 

Derivative financial instruments, including foreign exchange contracts, and currency and interest rate 
swaps are carried at their fair value. All derivative instruments are carried as assets when fair value is 
positive, and as liabilities when fair value is negative. Changes in the fair value of derivative instruments 
are included in profit or loss for the year (gains less losses on derivatives). The Bank does not apply 
hedge accounting. 

Taxation 
 
Income tax expense represents the sum of the current income tax and deferred tax. 
 
Current income tax expense 
 
The current income tax is based on taxable profit for the year. Taxable profit differs from profit as reported  
in the statement of comprehensive income because of items of income or expense that are taxable or 
deductible in other reporting periods and items that are never taxable or deductible. The Bank's current 
tax liability is calculated using tax rates that have been enacted or substantively enacted by the end of the  
reporting period. 
 
Deferred tax  

Deferred tax is recognized on the temporary differences between the carrying amounts of assets and 
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable  
profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax        
assets are generally recognized for all deductible temporary differences to the extent that it is probable 
that taxable profits will be available against which those deductible temporary differences can be utilized.  
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced 
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part 
of the asset to be recovered.  
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in  
which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period.  
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The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow 
from the manner in which the Bank expects, at the end of the reporting period, to recover or settle the 
carrying amount of its assets and liabilities. 
 
Current and deferred tax for the year 
 
Current and deferred taxes are recognized in profit or loss, except when they relate to items that are 
recognized in other comprehensive income or directly in equity, in which case, the current and deferred 
tax are also recognized in other comprehensive income or directly in equity respectively. 
 
Operating taxes  
 
In the Republic of Belarus, where the Bank operates, there are also various other tax requirements, which  
are assessed on the Bank’s activities, except income tax. These taxes are included as a component of 
operating expenses in the statement of comprehensive income. 
 
Provisions for accrued expenses 
 
Provisions are recognized when the Bank has a present obligation (legal or constructive) as a result of a  
past event, it is probable that the Bank will be required to settle the obligation, and a reliable estimate can  
be made of the amount of the obligation.  
 
The amount recognized as a provision is the best estimate of the consideration required to settle the 
present obligation at the end of the reporting period, taking into account the risks and uncertainties 
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the 
present obligation, its carrying amount is the present value of those cash flows (where the effect of the 
time value of money is material).  
 
When some or all of the economic benefits required to settle a provision are expected to be recovered 
from a third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be  
received and the amount of the receivable can be measured reliably. 
 

Contingent assets and liabilities 
 
Contingent liabilities are not recognized in the statement of financial position but are disclosed in the  
financial statements unless the possibility of any outflow in settlement is remote. Contingent assets are 
not recognized but disclosed in the financial statements when an inflow of economic benefits is probable.  
 
Functional currency 
 
The functional currency of these financial statements is the national currency of the Republic of Belarus –  
Belarusian Ruble. 
 
Comparative data was aligned with the 2016 data. Figures were denominated in ratio 10,000 to 1. 

Foreign currencies 
 
In preparing the financial statements of the Bank, transactions in currencies other than the functional 
currency (foreign currencies) are recorded at the rates of exchange prevailing at the dates of the 
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are  
translated at the rates prevailing at that date. Non-monetary items carried at fair value that are 
denominated in foreign currencies are translated at the rates prevailing at the date when the fair value 
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency, 
adjusted for inflation, are not restated. 
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The exchange rates used by the Bank in the preparation of the financial statements as at year-end are as  
follows: 
 31 December  

2016  
31 December  

2015 

    
USD/BYN  1.9585  1.8569 
EUR/BYN  2.0450  2.0300 
RUB/BYN  0.0324  0.0255 
    

 

 
Collateral pledged  
 
The Bank obtains collateral in respect of customer liabilities where this is considered appropriate. The 
collateral normally takes the form of a lien over the customer’s assets and gives the Bank a claim on 
these assets for both existing and future customer liabilities.  
 
Repossessed assets  
  
In certain circumstances, assets are repossessed following the foreclosure on loans that are in default. 
Repossessed assets are measured at the lower of carrying amount and fair value less costs to sell. 
Repossessed assets are included into other assets (Note 13). 
 
4 Critical Accounting Estimates, and Judgments in Applying Accounting Policies 

The Bank makes estimates and assumptions that affect the amounts recognized in the financial 
statements, and the carrying amounts of assets and liabilities within the next financial year. Estimates and 
judgments are continually evaluated and are based on management’s experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. 
Management also makes certain judgments, apart from those involving estimations, in the process of 
applying the accounting policies. Judgments that have the most significant effect on the amounts 
recognized in the financial statements and estimates that can cause a significant adjustment to the 
carrying amount of assets and liabilities within the next financial year include: 
 
Impairment losses on loans and accounts receivable  
 
The Bank regularly reviews its loan portfolios to assess impairment. In determining whether an 
impairment loss should be recorded in profit or loss for the year, the Bank makes judgments as to 
whether there is any observable data indicating that there is a measurable decrease in the estimated 
future cash flows from a portfolio of loans before the decrease can be identified with an individual loan in 
that portfolio. This evidence may include observable data indicating that there has been an adverse 
change in the payment status of borrowers in a group, or worsening of borrowers’ financial position and 
financial performance, or adverse changes in national or local economic conditions that correlate with 
defaults on assets in the group. Management uses estimates based on historical loss experience for 
assets with credit risk characteristics and objective evidence of impairment similar to those in the portfolio 
when scheduling its future cash flows. The methodology and assumptions used for estimating both the 
amount and timing of future cash flows are reviewed regularly to reduce any differences between loss 
estimates and actual loss experience. 

Fair value of derivative financial instruments 
 
The fair values of financial derivatives that are not quoted in active markets are determined by using 
valuation techniques. Valuation of financial derivatives is applied to foreign exchange forward contracts 
and swaps. The fair value of these transactions is determined as the difference between the present 
value of fixed receivable and the present value of fixed payable. Where valuation techniques (for 
example, models) are used to determine fair values, they are validated and periodically reviewed by 
qualified personnel independent of the area that created them. Models use only observable data, 
however areas such as credit risk (both own and counterparty), volatilities and correlations require 
Management to make estimates. Changes in assumptions about these factors could affect fair values. 
Any over or under estimation of these future cash flows could require a material adjustment to the 
carrying value of these derivatives. Financial derivatives which represent exchange of deposits in different 
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currencies do not have an active market and are measured using future cash flows discounting model. 
The interest rates applied are the rates on financial instruments with credit risk level corresponding with 
the country risk level and denominated in respective currency with respective maturity. 
 
Fair value of securities at fair value through profit or loss and available for sale 
 
Fair value of securities at fair value through profit or loss and securities available for sale is determined, in 
absence of active market, using future cash flows discounting model. The discount rates applied are 
interest rates for similar financial instruments with respective credit risk, currency and maturity. 

Initial recognition of related party transactions 
 
In the normal course of business the Bank enters into transactions with its related parties. IAS 39 requires 
initial recognition of financial instruments based on their fair values. Judgment is applied in determining if 
transactions are priced at market or non-market interest rates, where there is no active market for such 
transactions. The basis for judgment is pricing for similar types of transactions with unrelated parties and 
effective interest rate analysis. Terms and conditions of related party balances are disclosed in Note 33. 
 
Useful lives of property, plant and equipment 
 
As described above, the Bank reviews the estimated useful lives of property and equipment at the end of  
each annual reporting period. 
 
Repossessed assets 
 
As described above the Bank assets are measured at the lower of carrying amount and fair value less 
costs to sell. In estimating the fair value the Bank uses market-observable data to the extent it is 
available. Where Level 1 inputs are not available, the Bank engages third party qualified valuers to 
perform the valuation using market valuation method. 

5 Adoption of New or Revised Standards and Interpretations 

The following amended standards became effective for the Bank from 1 January 2016, but did not have 
any material impact on the Bank:  

 IFRS 14, Regulatory Deferral Accounts (issued in January 2014 and effective for annual periods 
beginning on or after 1 January 2016).  

 Accounting for Acquisitions of Interests in Joint Operations ‒ Amendments to IFRS 11 (issued on 
6 May 2014 and effective for the periods beginning on or after 1 January 2016).  

 Clarification of Acceptable Methods of Depreciation and Amortisation ‒ Amendments to IAS 16 and 
IAS 38 (issued on 12 May 2014 and effective for the periods beginning on or after 1 January 2016).  

 Agriculture: Bearer plants ‒ Amendments to IAS 16 and IAS 41 (issued on 30 June 2014 and 
effective for annual periods beginning 1 January 2016). 

 Equity Method in Separate Financial Statements ‒ Amendments to IAS 27 (issued on 12 August 
2014 and effective for annual periods beginning 1 January 2016). 

 Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective for annual 
periods beginning on or after 1 January 2016). 

 Disclosure Initiative Amendments to IAS 1 (issued in December 2014 and effective for annual 
periods on or after 1 January 2016). 

 Investment Entities: Applying the Consolidation Exception Amendment to IFRS 10, IFRS 12 and 
IAS 28 (issued in December 2014 and effective for annual periods on or after 1 January 2016). 

Certain new standards and interpretations have been issued that are mandatory for the annual periods 
beginning on or after 1 January 2016 or later, and which the Group has not early adopted.  
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IFRS 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and 
effective for annual periods beginning on or after 1 January 2018). Key features of the new standard 
are: 

 Financial assets are required to be classified into three measurement categories: those to be 
measured subsequently at amortised cost, those to be measured subsequently at fair value 
through other comprehensive income (FVOCI) and those to be measured subsequently at fair 
value through profit or loss (FVPL).  

 Classification for debt instruments is driven by the entity’s business model for managing the 
financial assets and whether the contractual cash flows represent solely payments of principal and 
interest (SPPI). If a debt instrument is held to collect, it may be carried at amortised cost if it also 
meets the SPPI requirement. Debt instruments that meet the SPPI requirement that are held in a 
portfolio where an entity both holds to collect assets’ cash flows and sells assets may be classified 
as FVOCI. Financial assets that do not contain cash flows that are SPPI must be measured at 
FVPL (for example, derivatives). Embedded derivatives are no longer separated from financial 
assets but will be included in assessing the SPPI condition.  

 Investments in equity instruments are always measured at fair value. However, management can 
make an irrevocable election to present changes in fair value in other comprehensive income, 
provided the instrument is not held for trading. If the equity instrument is held for trading, changes 
in fair value are presented in profit or loss. 

 Most of the requirements in IAS 39 for classification and measurement of financial liabilities were 
carried forward unchanged to IFRS 9. The key change is that an entity will be required to present 
the effects of changes in own credit risk of financial liabilities designated at fair value through profit 
or loss in other comprehensive income.  

 IFRS 9 introduces a new model for the recognition of impairment losses – the expected credit 
losses (ECL) model. There is a ‘three stage’ approach which is based on the change in credit 
quality of financial assets since initial recognition. In practice, the new rules mean that entities will 
have to record an immediate loss equal to the 12-month ECL on initial recognition of financial 
assets that are not credit impaired (or lifetime ECL for trade receivables). Where there has been a 
significant increase in credit risk, impairment is measured using lifetime ECL rather than 12-month 
ECL. The model includes operational simplifications for lease and trade receivables. 

 Hedge accounting requirements were amended to align accounting more closely with risk 
management. The standard provides entities with an accounting policy choice between applying 
the hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all hedges 
because the standard currently does not address accounting for macro hedging. 

The standard is expected to have a significant impact on the Bank’s loan impairment provisions. The 
Bank is currently assessing the impact of the new standard on its financial statements. 

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and effective for the 
periods beginning on or after 1 January 2018). The new standard introduces the core principle that 
revenue must be recognised when the goods or services are transferred to the customer, at the 
transaction price. Any bundled goods or services that are distinct must be separately recognised, and any 
discounts or rebates on the contract price must generally be allocated to the separate elements. When 
the consideration varies for any reason, minimum amounts must be recognised if they are not at 
significant risk of reversal. Costs incurred to secure contracts with customers have to be capitalised and 
amortised over the period when the benefits of the contract are consumed. The Bank is currently 
assessing the impact of the new standard on its financial statements. 

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after 
1 January 2019). The new standard sets out the principles for the recognition, measurement, 
presentation and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at 
the start of the lease and, if lease payments are made over time, also obtaining financing. Accordingly, 
IFRS 16 eliminates the classification of leases as either operating leases or finance leases as is required 
by IAS 17 and, instead, introduces a single lessee accounting model. Lessees will be required to 
recognise: (a) assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease 
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liabilities in the income statement. IFRS 16 substantially carries forward the lessor accounting 
requirements in IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or 
finance leases, and to account for those two types of leases differently. The Bank is currently assessing 
the impact of the new standard on its financial statements. 

Disclosure Initiative ‒ Amendments to IAS 7 (issued on 29 January 2016 and effective for annual 
periods beginning on or after 1 January 2017). The amended IAS 7 will require disclosure of a 
reconciliation of movements in liabilities arising from financing activities. The Group will present this 
disclosure in its 2017 financial statements. 

The following other new pronouncements are not expected to have any material impact on the Group 
when adopted: 

 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture ‒ 
Amendments to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual 
periods beginning on or after a date to be determined by the IASB).  

 Recognition of Deferred Tax Assets for Unrealised Losses ‒ Amendments to IAS 12 (issued on 19 
January 2016 and effective for annual periods beginning on or after 1 January 2017). 

 Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016 and 
effective for annual periods beginning on or after 1 January 2018). 

 Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and effective for annual 
periods beginning on or after 1 January 2018).  
 

 Amendments to IFRS 4, Insurance Contracts (issued on 12 September 2016 and effective for 
annual periods beginning on or after 1 January 2018). 

 

 
6 Cash and Cash Equivalents 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Correspondent accounts and overnight placements with other banks  4 875      8 905     
Placements with other banks with original maturities within 90 days  -      4 232     
Cash on hand   4 210      3 578     
Correspondent accounts with the National Bank of Belarus  4 864      1 041     
   

   
Total cash and cash equivalents  13 949     17 756     

   

The credit quality of cash and cash equivalents balances may be summarized based on ratings of 
international rating agencies as follows at 31 December 2016: 

In thousands of Belarusian Rubles 

Correspondent  
accounts with  

the National  
Bank of Belarus 

Correspondent  
accounts and  

overnight  
placements  

with other banks 

Placements with  
other banks with  

original maturities  
within 90 days 

Total 

     
Total neither past due nor impaired      
- National Bank of Belarus   4 864     -       -       4 864    

- A+ to A- rated    -  5     -      5    

- BB to B- rated    -   4 869     -       4 869    

- Unrated    -   1     -       1    
     
     

Total cash and cash equivalents  
(excluding cash on hand) 

 4 864     4 875     -       9 739    
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The credit quality of cash and cash equivalents balances may be summarized based on ratings of 
international rating agencies as follows at 31 December 2015: 

In thousands of Belarusian Rubles 

Correspondent  
accounts with  

the National  
Bank of Belarus 

Correspondent  
accounts and  

overnight  
placements  

with other banks 

Placements with  
other banks with  

original maturities  
within 90 days 

Total 

     
Total neither past due nor impaired      
- National Bank of Belarus   1 041     -   -   1 041    

- A+ to A- rated    -   10      -   10    

- BB to B- rated    -   8 884     1 000                       9 884    

- Unrated    -   11     3 232     3 244    
     
     

Total cash and cash equivalents  
(excluding cash on hand) 

 1 041   8 905   4 232   14 178  

     

 
The credit ratings are based on Standard & Poor’s ratings where available. 

As at 31 December 2016 and 2015 cash and cash equivalents included balances of BYN 9 432  thousand 
(68%)  placed with 4 banks and BYN 10 855 thousand (77%) placed with 4 banks respectively, which 
represents significant concentration. 
 
7 Due from Other Banks 

As at 31 December 2016 balances due from other banks comprised BYN 123 thousand                                    
(2015: BYN 115 thousand) and were pledged as collateral on the Bank's operations.  
 
Amounts due from other banks are not collateralized.   
 
Analysis by credit quality of amounts due from other banks outstanding at 31 December 2016 and 2015 
may be summarized based on ratings of international rating agencies as follows: 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Total neither past due nor impaired    
- B- rated   123     115    
- Unrated  -  -      
   
   
Total due from other banks  123    115    
   
 
The credit ratings are based on Standard & Poor’s ratings where available.  
 
As at 31 December 2016 and 2015 the Bank had no past due balances due from other banks. In 2016 
and 2015 the Bank did not create any provisions for impairment of the balances due from other banks. As 
at 31 December 2016 due from other banks included an account with 1 counterparty (2015: 1 bank-
counterparty). 
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8 Loans and Advances to Customers 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Corporate loans   39 798      39 401     
Loans to individual entrepreneurs   1 150      2 619     
Loans to individuals   2 618      3 489     
   
   
Total loans and advances to customers before allowance for loan  
impairment 

43 566     45 509    

      
Less: allowance for loan impairment  (3 745)     (6 054)    
   
   
Total loans and advances to customers  39 821     39 455    

   

 
Movements in the allowance for loan impairment during 2016 are as follows: 
 

In thousands of Belarusian Rubles 

Corporate  
loans 

Loans to  
individual  

entrepreneurs 

Loans to  
individuals 

Total 

     
Allowance for loan impairment   
at 1 January 2016 

5 430 442 182 6 054 

Provision charge for the year 2 127 (324) (227) 1 576 

     
     
Recognized in profit or loss 2 127 (324) (227) 1 576 
     
     
Write-off from allowance   
for impairment losses 

(3 916) (96) 127 (3 885) 

     
     
Allowance for loan impairment   
at 31 December 2016 

3 641 22 82 3 745 

     
 

Movements in the allowance for loan impairment during 2015 are as follows: 
 

In thousands of Belarusian Rubles 

Corporate  
loans 

Loans to  
individual  

entrepreneurs 

Loans to  
individuals 

Total 

     
Allowance for loan impairment   
at 1 January 2015 

 3 333     -   468     3 801     

Provision charge for the year 9 646       711       27       10 384     

     
     
Recognized in profit or loss  9 646     711     27     10 384     
     
     
Write-off from allowance   
for impairment losses 

 (7 549)     (269)     (313)     (8 131)    

     
     
Allowance for loan impairment   
at 31 December 2015 

 5 430    442   182     6 054     
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Economic sector risk concentrations within the customer loan portfolio are as follows: 
 

In thousands of Belarusian Rubles 

2016  2015 

Amount % Amount % 

     
Trade   15 233     35.0     13 782     30.3 
Rental services   11 585     26.6     11 860     26.1 
Production   9 564     22.0     7 886     17.3 
Individuals   2 618     6.0     3 489     7.7 
Leasing   2 303     5.3    2 696      5.9 
Services   142     0.3     3 304     7.3 
Transportation  893     2.0     1 528     3.4 
Agriculture and food production   1 052    2.4    5     0.1 
Construction  2  0.0     47     0.1 
Finance and investments  5  0.0     52     0.0 
Other   169     0.4     860     1.9 
     

     
Total loans and advances   
to customers before allowance   
for impairment losses 

 43 566    100  45 509   100     

     

 
As at 31 December 2016 the loans and advances to customers included loans to 4 corporate borrowers 
(2015: 3 corporate borrowers) which individually exceeded 5% of the Bank's loan portfolio. Total amount 
of such loans comprised BYN 10 720 thousand (2015: BYN 9 671 thousand). 
 

Analysis by credit quality of loans outstanding at 31 December 2016 is as follows: 

 

In thousands of Belarusian Rubles 

Corporate  
loans 

Loans to  
individual  

entrepreneurs 

Loans to  
individuals 

Total 

     
Collectively assessed      

Not past due   15 407      1 144      2 343      18 894     

Overdue:      

- up to 30 days   185      -      127      312     

- 31 to 60 days   -      -      63      63     

- 61 to 90 days   8      -      10      18     

- 91 to 180 days   132      6      38      176     

- over 180 days   313      -      37      350     

     

Less allowance for impairment losses  (394)     (22)     (82)     (498)    

     
     
Total collectively assessed loans  15 651      1 128      2 536      19 315     
     

     

Individually assessed      

Not past due   21 712      -      -      21 712     

Overdue:      

- up to 30 days  -      -      -      -     

- 31 to 60 days   810      -      -      810     

- 91 to 180 days   -      -      -      -     

- over 180 days   1 231      -      -      1 231     

     

Less allowance for impairment losses  (3 247)     -      -      (3 247)    

     

     
Total individually assessed loans  20 506      -      -      20 506     
     

     
Total loans and advances   
to customers 

 36 157      1 128      2 536      39 821     
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As at 31 December 2016 and 2015 the Bank did not have any past due but not impaired loans.  

Analysis by credit quality of loans outstanding at 31 December 2015 is as follows: 

 

In thousands of Belarusian Rubles 

Corporate  
loans 

Loans to  
individual  

entrepreneurs 

Loans to  
individuals 

Total 

     
Collectively assessed      
Not past due   14 736     1 519     3 009     19 264     

Overdue:      

- up to 30 days                    -                        -    169     169     

- 31 to 60 days   55     11     49     115     

- 61 to 90 days                    -                        -    30     30     

- 91 to 180 days   186     34     59     279     

- over 180 days   122     3     173     298     

     
Less allowance for impairment losses  (377)     (41)     (182)     (600)    

     
     
Total collectively assessed loans  14 722     1 526     3 307     19 555     
     
     
Individually assessed      

Not past due   22 575     639     -   23 214     

Overdue:      

- 31 to 60 days   255                         -    -   255     

- 91 to 180 days   1 233                         -    -   1 233     

- over 180 days   240     413     -   653     

     
Less allowance for impairment losses  (5 054)     (401)     -   (5 455)    

     
     
Total individually assessed loans  19 249     651     -   19 900     
     
     
Total loans and advances   
to customers 

 33 971     2 177     3 307     39 455     

     
 
As at 31 December 2016 and 2015 the Bank’s borrowers had no credit ratings assigned by international 
rating agencies.  
  
The table below summarizes carrying value of loans and advances to customers analyzed by type of 
collateral obtained by the Bank: 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Loans collateralized by pledge of real estate   23 230     23 328    
Loans collateralized by pledge of vehicles and equipment   -     3 558    
Loans collateralized by pledge of inventories  560       701    
Loans collateralized by guarantees   214     417    
Loans collateralized by securities   2 052     198    
Loans collateralized by mixed types of collateral   12 375     12 615    
Other collateral   5 135     4 692    
   
   
Total loans and advances to customers before allowance for loan  
impairment 

 43 566    45 509    

   
 
Loans and advances are generally renegotiated either as part of an ongoing customer relationship or in 
response to an adverse change in the circumstances of the borrower.  
 
During the years ended 31 December 2016 and 2015 the Bank received non-financial assets by taking 
possession of collateral it held as security. As at  31 December 2016 and 2015 such assets comprised 
BYN 2 820 thousand and BYN 1 750 thousand, respectively. These assets are included into other assets 
(Note 13). 
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9 Securities 

a) Securities held to maturity 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Government bonds issued by Ministry of Finance of the Republic of Belarus   8 006     -    
   

   
Total securities held to maturity  8 006     -    

   

 

As at 31 December 2016 there were 8 016 Government bonds issued by National Bank of the Republic of 
Belarus in the amount of BYN 8 006 thousand (2015: 0). As for credit quality – all securities held to 
maturity are rated as B- (2015: 0). 

b) Securities available for sale 
 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Government bonds issued by Ministry of Finance of the Republic of Belarus   4 063      -      
Bonds issued by Belarusian banks   6 791      -      
   

   
Total securities available for sale  10 854     -      

   

 

As at 31 December 2016 there were 873 Government bonds issued by National Bank of the Republic of 
Belarus in the amount of BYN 1 715 thousand (2015: 0), 38 872 Government bonds issued by Ministry of 
Finance in the amount of BYN 4 063 thousand (2015: 0),48 700 bonds issued by OJSC “Belarusbank” in 
the amount  of BYN 5 076 thousand (2015: 0). 
 
Analysis by credit quality of debt securities held to maturity at 31 December 2016 is as follows: 
 

In thousands of Belarusian Rubles 

Government bonds issued  
by Ministry of Finance   

of the Republic of Belarus 

Bonds issued  
by Belarusian  

banks 

Total 

    
- BB to B- rated 4 063    6 791   10 854   
    

    

Total securities available for sale 4 063    6 791   10 854    
    

 

 
c) Securities at fair value through profit and loss 
 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Government bonds issued by Ministry of Finance of the Republic of Belarus   -     12 793    
   

   
Total securities at fair value through profit and loss  -    12 793    

   

 
As for credit rating, all securities at fair value through profit and loss are rated as B- as of 31 December 
2016. 
 
As at 31 December 2015 part of Government bonds issued by Ministry of Finance of the Republic of 
Belarus in the amount of BYN 3 672 thousand, were transferred as collateral to the National Bank of the 
Republic of Belarus.  
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10 Property and Equipment and Intangible Assets 

In thousands of Belarusian 
Rubles 

Note Premises Office and  
computer 

equipment 

Vehicles Total  
property  

and  
equipment 

Intangible  
assets 

Total 

        
Cost at 31 December 2014   3 926  1 528  237   5 691   510   6 201  

Accumulated depreciation  
and amortization restated  
at 31 December 2014 

 
 (337)  (998)  (122)  (1 457) (224)  (1 681) 

         

        
Carrying amount   
at 31 December 2014 

 
3 589 530 115 4 234 286 4 520 

Additions    1 429  128   9   1 566  201   1 767  

Disposals of cost    -   (22)  -   (22)  (61)  (83) 

Disposals of depreciation 
and amortization 

 
 -  5   -   5   61   66  

Depreciation and  
amortization charge 

24  (99)  (131)  (26)  (256)  (82)  (338) 

         

        
Carrying amount   
at 31 December 2015 

 
4 919 510 98 5 527 405 5 932 

        

 
 

       
Cost at 31 December 2015   5 355  1 634  246   7 235   650  7 885  

Accumulated depreciation  
and amortization restated  
at 31 December 2015 
 

 

 (436) (1 124)  (148)  (1 708) (245)  (1 953) 

        

Carrying amount   
at 31 December 2015 

 
4 919 510 98 5 527 405  5 932  

Additions    -   123  43 166  540 706 

Disposals of cost    -   (41) (44)   (85)  (39)  (124) 

Disposals of depreciation 
and amortization 

  -   32  28   60   39   99  

Depreciation and  
amortization charge 

24  (105)  (148)  (23)  (276)  (168)  (444) 

Revaluation of cost  728 - - 728 - 728 

Revaluation of depreciation 
and amortization 

 (120) - - (120) - (120) 

Reclassification to 
investment property 

 (1 115) - - (1 115) - (1 115) 

        
        
Carrying amount   
at 31 December 2016 

 4 307 476 102 4 885 777 5 662 

        
        
Revalued cost at  
31 December 2016 

 4 968 1 716 245 6 929 1 151  8 080  

Accumulated depreciation  
and amortization at  
31 December 2016 

  (661) (1 240)  (143)  (2 044)  (374)  (2 418) 

        
 
As at 31 December 2016 and 2015 included in property and equipment were fully depreciated assets 
totaling BYN 762 thousand and BYN 764 thousand, respectively. 
 
Premises are accounted for using fair value model as at 31 December 2016 and using cost model as at 
31 December 2015. The valuation of premises was made by independent appraisers with appropriate 
professional qualification. The valuation was based on comparative method and discounted future cash 
flows method.   
 
As at 31 December 2016 the balance value would be BYN 3 699 thousand if the premises were 
accounted using cost model. 
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11 Investment property 

As at 31 December 2016 the Bank leases part of premises owned by the Bank. The premises were 
transferred from the Bank’s fixed assets to investment property in 2016. Investment property is estimated 
by the Bank at a fair value. 
 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   

Investment property at 31 December 2015   -     - 
Additions   -      -    
Disposals   -     -    
Transfer from Land and Buildings 1 115 - 
Revaluation result  103 - 
   
   
Investment property at 31 December 2016  1 218      -    
   

 
Investment property is disclosed at fair value as of 31 December 2016. The valuation of investment 
property was made by independent appraisers with appropriate professional qualification. The valuation 
was based on comparative method and discounted future cash flows method.   
 
As at 31 December 2016 the balance value would be BYN 1 088 thousand if the premises were 
accounted for at amortized cost.  
 
Income from leasing of investment property and Income from revaluation of investment property is 
disclosed in other operating income (Note 23). Expenses for maintenance of investment property are 
disclosed in Administrative and other operating expenses (Note 24). 
 
 
12 Other financial assets 

In thousands of Belarusian Rubles 
 31 December 

 2016 
 31 December 

2015 
   

Accrued income  21      13    
Other account receivables  106      624    
Less allowance on impairment of other financial assets  -     (171)    
   
   
Total other financial assets  127      466    
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Analysis by credit quality of other financial assets as at 31 December 2016 is as follows: 

In thousands of Belarusian Rubles 

Accrued  
income 

Other trade  
accounts  

receivable 

Total 

    

Total neither past due nor impaired     

Neither past due nor impaired with credit history   3     -       3    
    

    

Total neither past due nor impaired 3     -       3    
    

    

Past due but not impaired     

- less than 30 days overdue   18     -       18    
    

    

Total past due but not impaired  18     -       18    
    

    

Other financial assets individually determined to be impaired     

before allowance for impairment losses     
- current   -       106      106    
- 91 to 180 days overdue   -       -       -      
- over 181 days overdue  -       -       -      
    

    
Total individually impaired other financial assets before  
allowance for impairment losses 

 -       106      106    

    

    
Less allowance for impairment losses  -       -       -      
    

    
Total other financial assets  21      106      127     
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Analysis by credit quality of other financial assets as at 31 December 2015 is as follows: 

In thousands of Belarusian Rubles 

Accrued  
income 

Other trade 
accounts  

receivable 

Total 

    

Total neither past due nor impaired     

Neither past due nor impaired with credit history   7     82     89    
    

    

Total neither past due nor impaired  7     82     89    
    

    

Past due but not impaired     

- less than 30 days overdue   6     -   6    
    

    

Total past due but not impaired  6     -   6    
    

    

Other financial assets individually determined to be impaired     

before allowance for impairment losses     
- current    -   40     40    
- 91 to 180 days overdue   -    -    -   
- over 181 days overdue   -   502     502    
    

    
Total individually impaired other financial assets before  
allowance for impairment losses 

 -   542     542    

    

    
Less allowance for impairment losses  -   (171)     (171)    
    

    
Total other financial assets  13     453     466    
    

 

The table below presents changes in allowance for impairment losses on other financial assets: 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Allowance for impairment losses as at 1 January 171    101    

Charges to allowance for impairment losses during the year   (171)       77    
   

   
Recognized in profit or loss (171)            77    

   

   
Write-off from allowance for impairment losses -  (7)    
   

   
Allowance for impairment  losses as at 31 December  -       171    
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13 Other Assets 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Repossessed collateral  2 280       1 750     
Prepayments to other debtors   51      155     
Taxes other than income tax   390      429     
Prepayments for services  -  50     
Materials and supplies   12      41     
   

   
Total other assets  3 273      2 425     
   

 
All of the above assets are expected to be recovered in less than twelve months after the year-end. 
 
As at 31 December 2016 other assets include repossessed collateral which consists of property (mostly 
real estate) transferred to the Bank in repayment of loans in amount of BYN 2 820 thousand. These 
assets are valued by the Bank at a lower of cost and net realizable value.  
 
As at 31 December 2016 the Bank’s repossessed collateral consists of: 
 

 cargo van IVECO DAILY 70C15 СКАТ№21093 in amount of BYN 29 thousand; 

 building of furniture workshop inv. №622 / с-36777 in amount of BYN 487 thousand; 

 building of a sawmill inv. No. 622 / s-29987 in amount of BYN 317 thousand; 

 building sewing workshop Inv. No. 622 / s-29974 in amount of BYN 56 thousand; 

 cargo special van Belava 1322 in amount of BYN 20 thousand; 

 isolated premises in Minsk, Orlovskaya str., in amount of BYN 362 thousand; 

 isolated premise in Minsk on Pobediteley Ave. Inv. No. 500 / d-708139008 in amount of BYN 485 
thousand; 

 the capital structure in Borovlyani Inv. No. 600 / s-120327 in amount of BYN 391 thousand; 

 a set of horizontal formwork for interfloor overlap and vertical formwork for the construction of 
columns in amount of BYN 29 thousand; 

 the capital structure in Vitebsk in amount of BYN 206 thousand; 

 an isolated room in Gomel in amount of BYN 69 thousand. 

 an isolated room Inv. No. № 500/D-708035822, Minsk, Filimonova str.,55-3, in amount of BYN 127 
thousand; 

 an isolated premise Inv. No. 600/D-95349, Minsk region, Sonechny, in amount of BYN 242 
thousand. 

The table below presents changes in allowance for impairment losses on other assets: 

In thousands of Belarusian Rubles 2016  2015  

   
Allowance for impairment losses as at 1 January  -    - 
Charges to allowance for impairment losses during the year  
 

 -    76 

 
Recognized in profit or loss  
 

- 76 

 
Write-off from allowance for impairment losses  
 

- (76) 

   
Allowance for impairment  losses as at 31 December  -     - 
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14 Due to Other Banks 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Short-term placements of other banks   1 432      -      
Correspondent accounts and overnight placements of other banks  4      399    
   

   
Total due to other banks  1 436      399    
   

 

As at 31 December 2016 and 2015 amounts due to other banks included BYN 1 432 thousand (99.99%) 
and BYN 399 thousand (100%) respectively, due to one bank, which represents significant concentration. 
 

15 Customer Accounts 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Legal entities    
- Term deposits   6 342      4 616     
- Current/settlement accounts   9 842      11 290     
   
Individuals    
- Term deposits   17 211      12 359     
- Current/demand accounts  1 310      3 264     
   

   
Total customer accounts  34 705      31 529     
   

 
Economic sector concentrations within customer accounts are as follows:  

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Individuals  18 521     15 622    
Trade  7 589     13 258    
Manufacturing  647     142    
Construction and real estate transactions  1 735     392    
Transport and telecommunication  4 658     118    
Insurance 938     1 458    
Other  620     537    

   

   
Total customer accounts  34 705      31 529     

   

 
As at 31 December 2016 the Bank had two customers with total balances of BYN 6 064 thousand (2015: 
BYN 7 812 thousand – 4 customers), which is above 5% of total equity and considered to be significant 
concentration.  
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16 Debt Securities Issued 

In thousands of Belarusian 
Rubles 

Coupon  
rate 

Maturity   
date 

31 December 
2016 

31 December 
2015 

     
Debt securities issued in 
US Dollars (issue # 13) 

5.5% 
2 February 

2017 
973 - 

Debt securities issued in Euros 
(issue # 14)  

5.5% 
  2 September 

2025 
- 4 075 

     

     
Total debt securities issued    973     4 075    

     

 
 

Debt securities issued by the Bank may be purchased back before maturity at the dates of coupon 
payments at a nominal price. 
 

17 Other Financial Liabilities 

Other financial liabilities comprise the following: 
 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Payables for property and equipment   -       900    
Provision for contingent liabilities   14     79    
Accrued expense   73     76    
Payables to other creditors   10     5    
   

   
Total other financial liabilities  97     1 060 

   

 
 
The table below presents changes in provision for contingent liabilities: 
 

In thousands of Belarusian Rubles 
31 December 

2016 
31 December 

2015 

   
Provision for contingent liabilities as at 1 January  79       -      
Charges to provision for contingent liabilities during the year  (65)  79     
   

   
Provision for contingent liabilities as at 31 December  14     79    

   

 

18 Other Liabilities 

Other financial liabilities comprise the following: 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Taxes payable other than on income  6      - 
Accrued employee benefit costs 158 181 
Liability to the State Agency of Guaranteed Compensation of Individual 
Deposits  

28  23    

Other  10    2 
   

   
Total other liabilities  202     206 
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The table below presents changes in provision for unused vacations of employees: 
 

In thousands of Belarusian Rubles 

31 December 
2016 

31 December 
2015 

   
Provision for unused vacations as at 1 January 181      66 
Charge in provision for unused vacations during the year  (23) 115 
   

   
Provision for unused vacations as at 31 December  158    181 

   

 
 
19 Subordinated Debt   

In thousands of Belarusian Rubles Currency 
Maturity  

date 
Interest  

rate 
31 December 

2016 
31 December 

2015 

       
Home Art and Sales Services AG US dollar 4 July 2022 6.7%  9 793      9 285     
Home Art and Sales Services AG Euro 17 June 2023 6.0% 1 329 1 320 
Home Art and Sales Services AG Euro 24 September 2022 6.0%  3 282      3 258     
          

 
      

 
Total subordinated debt     14 404     13 862    
       

 

Subordinated debts were granted by the Bank’s shareholder “Home Art and Sales Services” AG: 

 USD 5 000 000 under agreement No 10/09 dated 28 September 2009 (maturity date – 4 July 2022); 

 EUR 650 000 under agreement w/o No dated 13 June 2014 (maturity date – 17 June 2023); 

 EUR 1 605 000 under agreement w/o No dated 24 September 2015 (maturity date –                                     
24 September 2022). 

 
Subordinated debt ranks after all other creditors in the case of liquidation. 
 

20 Share Capital   

In thousands of Belarusian Rubles (excluding 
number of shares) 

Number of 
outstanding 

shares 

Ordinary  
shares 

Hyperinflation  
adjustment 

Total share  
capital 

     
As at 31 December 2015  49 829     14 949     26 350     41 298     

     

     
As at 31 December 2016  49 829     14 949     26 350     41 298     
     

 
The total authorized number of ordinary shares is 49 829 shares (2015: 49 829 shares) with a par value 
of BYN 300 per share (2015: BYN 300 per share). All issued ordinary shares are fully paid. Every 
ordinary share gives one vote.  
 
In accordance with Belarusian legislation, the Bank distributes profits as dividends or transfers them to 
reserves on the basis of financial statements prepared in accordance with Belarusian Accounting Rules. 
The Bank’s reserves under Belarusian Accounting Rules as at 31 December 2016 amount to BYN 15 989 
thousand (2015: BYN 14 384 thousand).  
 
In 2015 the Bank declared and paid dividends of BYN 66,6  per ordinary share. The Bank did not pay any 
dividends in 2016. 
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21 Interest Income and Expense 

In thousands of Belarusian Rubles 2016 2015 

 
  Interest income  

  Interest income on financial assets at amortized cost:   7 775      6 139     
Interest income on impaired financial assets   7 196      5 782     
Interest income on not impaired financial assets   579      357     

Interest income on financial assets at fair value   2 516      1 328     
     

  
Total interest income  10 291      7 467     

 
 

  

  
  

Interest income on financial assets at amortized cost comprises:    
Interest on loans and advances to customers   7 196     5 782    
Interest on due from other banks   579       356    
Interest on cash and cash equivalents   -       1    

Total interest income on financial assets at amortized cost   7 775      6 139     
   
Interest income on financial assets at fair value comprises:    

Interest on debt securities at fair value through profit or loss   380      1 161     
Interest on debt securities available for sale   2 117      167     
Interest on debt securities held to maturity 19 - 

   
Total interest income on financial assets at fair value  2 516      1 328     
      Total interest income  10 291      7 467     

   
  
 
 

  In thousands of Belarusian Rubles 2016 2015 

X  

  Interest expense  

  Interest expense on financial liabilities at amortized cost:    
Interest on debt securities issued   199      502     
Interest on term deposits of individuals   939      1 086     
Interest on term deposits of legal entities   674      608     
Interest on due to other banks   105      1 010     
Interest on subordinated debt   977      660     
Interest on current/settlement accounts  42      106     

   
Total interest expense on financial liabilities at amortised cost  2 936      3 972     
  

  
  

  
Total interest expense  2 936      3 972     

  
  

  
  

Net interest income  7 355      3 495     
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22 Fee and Commission Income and Expense 

In thousands of Belarusian Rubles 2016 2015 

  
  Fee and commission income  
  - Settlement transactions   716      861     

- Documentary operations   46      90     
- Cash and foreign currency exchange transactions  154  88     
- Other   9      9     

     

    
Total fee and commission income  925      1 048     

    

  

  Fee and commission expense  
  - Settlement transactions   150     122     

- Cash and foreign currency exchange transactions   32     28     
- Operations with securities   11     9     
- Documentary operations   2     0     
- Other   31     28     

     

    
Total fee and commission expense  226      186     

    

    
Net fee and commission income  699      862    

     

 
 

23 Other operating income 

In thousands of Belarusian Rubles 2016 2015 

  
  Repayment of loans previously written off  -       2 169    

Income from sales of property and equipment and other property   -  117    
Fines and penalties received   199     72    
Income from leasing of investment property 131 - 
Income from revaluation of investment property 103 - 
Other income   239      79     

     

    
Total other operating income  672    2 437 
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24 Administrative and Other Operating Expenses 

In thousands of Belarusian Rubles 2016 2015 

  
  Staff costs      2 608      2 346     

Computer and telecommunication expenses      1 191      826     
Statutory social security         752      683     
Loss from sale of fixed and other assets      215  -     
Rent expense         344      346     
Depreciation and amortization         444      338     
Maintenance of investment property 27 - 
Consulting and professional services         214      176     
Taxes other than income tax         448       169     
Utilities         114      149     
Transportation          71      132     
Contributions to the State Agency of Guaranteed Compensation of 
Individual Deposits 

       113      113     

Advertising and marketing         136      83     
Security expenses          76      82     
Charity          94     78 
Materials and supplies          54      64     
Repairs and maintenance         245      32     
Insurance            6      25     
Other admin and operating expenses         593      437     
  

    
  Total administrative and other operating expenses  7 745      6 079     

  
   

 

Where the Bank is the lessor, the future minimum lease payments receivable under non-cancellable 
operating leases, are as follows: 
 

In thousands of Belarusian Rubles 
31 December  

2016 
31 December  

2015 

   
Not later than 1 year 218 192 
Later than 1 year and not later than 5 years 2 114 
Later than 5 years - - 
   

   
Total operating lease payments receivable 220 307 
   

 

25 Income Tax 

a) Components of income tax expense 
 

Income tax expense recorded in profit or loss for the year comprises the following: 

In thousands of Belarusian Rubles 2016 2015 

   
Current income tax expense   -       1 739    
   

   
Income tax expense for the year  -       1 739    
   

 

(b) Reconciliation between the tax expense and profit multiplied by applicable tax rate  
 
The income tax rate applicable to the Bank in 2016 is 25.0% (2015: 25.0%). The reconciliation between 
the expected and the actual taxation charge is provided below: 
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In thousands of Belarusian Rubles 2016 2015 

   
Profit before tax (2 455)     (2 780)    
   

   
Theoretical tax (expense)/credit at statutory rate (2016: 25.0%; 2015:  
25.0%) 

 (614)     (695)    

   
Tax effect of items which are not deductible or taxable for taxation 
purposes:  

  

- Income on securities which is exempt from taxation  700       314    
- Non-deductible expenses  (206)       (85)    
- Charity benefits  23 - 
Reversal of statutory revaluation  82 - 
Change in unrecognized deferred tax asset   335     (1 597)    
Income tax recorded directly in other comprehensive income (152) - 
Effect of other permanent differences (168) - 
   

   
Income tax expense for the year  -     (1 739) 

   

 

(c)  Deferred taxes analysed by type of temporary difference 

Differences between IFRS and statutory taxation regulations in the Republic of Belarus give rise to 
temporary differences between the carrying amount of assets and liabilities for financial reporting 
purposes and their tax bases. The tax effect of the movements in these temporary differences is detailed 
below, and is recorded at the rate of 25%. 

In thousands of 
Belarusian 
rubles 

1 
January 

2015 

Credited/ 
(charged) 
to profit 
or loss 

Credited/ 
(charged) to 

other 
comprehen -

sive  
income 

31 December 
2015 

Credited/ 
(charged)  

to profit or 
loss 

Credited/ 
(charged) to 

other 
comprehen-

sive  
income 

31  
December 

2016 

        
Tax effect of 
deductible/(tax
-able) 
temporary 
differences   

 

  

 

 
Premises and 
equipment due 
to statutory 
revaluation and 
different useful 
lives - - - - - 152 152 

           
          
Net deferred tax 
liability - - - - - 152 152 

        
        

The Bank had no tax loss carry forwards as at 31 December 2016 and 2015. 
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26 Financial Risk Management 

The risk management function within the Bank is carried out in respect of financial risks, operational risks 
and legal risks. Financial risk comprises market risk (including currency risk, interest rate risk and other 
price risk), credit risk and liquidity risk. The primary objectives of the financial risk management function 
are to establish risk limits, and then ensure that exposure to risks stays within these limits. The 
operational and legal risk management functions are intended to ensure proper functioning of internal 
policies and procedures, in order to minimize operational and legal risks.  
 
Credit risk. The Bank is exposed to credit risk which is the risk that one party to a financial instrument will 
fail to discharge a contractual obligation and cause the other party to incur a financial loss. Exposure to 
credit risk arises as a result of the Bank’s lending and other transactions with counterparties giving rise to 
financial assets.  
 
The main purposes of credit risk management are securing of loan portfolio growth, minimization of bad 
debts, and diversification of loan portfolio.   
 
The main instruments of credit risk management are credit risk limits, limits by loan product, internal 
borrower credit ratings, pricing with an allowance for risk, collateral discounts.  
 
The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted 
in relation to one borrower, or groups of borrowers. Limits are approved regularly by the Credit 
Committee. Such risks are monitored on a revolving basis and are subject to review on a continuing 
basis.  
 
The Credit Committee is responsible for:  
 

• Making loan decision on credit limits to corporate clients in the amount not exceeding 10% of 
Bank’s regulatory capital and meets weekly;  
 

• Submitting to the Bank’s Management Board for consideration a decision on proposed credit 
limits exceeding 10% of the Bank’s regulatory capital;  

 
• Submitting to the Bank’s Management Board for consideration the proposals of establishing 

country’s limits;  
 

• Making a decision on non-standard terms of credit transactions.  
 
Loan applications originated by the relevant client relationship managers are passed on to the relevant 
credit committee for approval of the credit limit. Exposure to credit risk is also managed, in part, by 
obtaining collateral and corporate and personal guarantees. In order to monitor credit risk exposures, 
regular reports are produced by the Risk Management Department’s officers based on a structured 
analysis focusing on the customer’s business and financial performance. Any significant exposure to 
customers with deteriorating creditworthiness are reported to, and reviewed by the relevant Credit 
Committee.  
 
The Risk Management department reviews the ageing analysis of outstanding loans and follows up on 
past due balances. Management, therefore, considers it appropriate to provide ageing and other 
information about credit risk as disclosed in Note 8.    
 
Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a loss as 
the result of another party to a financial instrument failing to perform in accordance with the terms of the 
contract. The Bank uses the same credit policies in assuming conditional obligations as it does for on 
balance sheet financial instruments, through established credit approvals, risk control limits and 
monitoring procedures.  
 
The credit policy, local legal acts about credit process, evaluation procedures of client’s paying capacity, 
evaluation internal borrower credit ratings, monitoring debtor’s financial position and the provisioning 
policy are regularly reviewed by the Bank.  
 



CJSC “Zepter Bank”  
Notes to the Financial Statements – 31 December 2016   
 

Translation note: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure 
that the translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original 
language version of our report takes precedence over this translation. 

46 

For financial assets recognized on the balance sheet the maximum exposure to credit risk equals to a 
carrying value of those assets, net of allowance for impairment losses. For financial guarantees and other 
contingent liabilities the maximum exposure to credit risk is the maximum amount the Bank would have to 
pay if the guarantee was called on or in the case of commitments, if the loan amount was called on, less 
provisions made for losses on these instruments.  
 
The Bank's maximum exposure to credit risk varies significantly and is dependent on both individual risks 
inherent in certain assets and general market economy risks.  
 
Market risk. The Bank takes on exposure to market risks. Market risks arise from open positions in (a) 
currency, (b) interest rates and (c) equity products, all of which are exposed to general and specific 
market movements. Management sets limits on the value of risk that may be accepted, which is 
monitored on a daily basis. However, this approach does not allow for fully avoiding losses which exceed 
the limits in case of unusual market fluctuations.  
 
The main purpose of market risk management is to minimise the fluctuation of the currencies portfolio and 
the securities portfolio, recognized at fair value, and to prevent their negative influence on the Bank’s 
capital by establishing the limits on the amount of unexpected losses with the prescribed level of 
profitability, and establishing the limits on amount of open position.  
 
The specific and the general risk analysis are used when the investments in securities are made by the 
Bank. The specific risk analysis is exercised for the purpose of calculating credit risk exposure of security 
and it is the same as the procedure used in credit analysis.   
 
The general risk analysis is directed to the estimation of the market characteristic of risk: calculating 
modified duration, volatility of interest rates, sensitivity, and correlation of interest rate with the basic 
indexes of the securities market.  
 
The limit of risk concentration on securities per issuer is established on the basis of the specific and the 
general risk analysis.  
 
The policy of forming and management of the securities portfolio determines the stop-loss. The Treasury 
department must stop the position in security when the stop-loss has been achieved.  
 
The portfolio of securities is analyzed on a regular basis by the Financial Committee. 

Currency risk. In respect of currency risk, management sets limits on the level of exposure by currency 
and in total for both overnight and intra-day positions, which are monitored daily. 
 
The table below summarizes the Bank’s exposure to foreign currency exchange rate risk at the end of the 
reporting period: 

 As at 31 December 2016  As at 31 December 2015 

In thousands of 
Belarusian Rubles 

Monetary 
financial 
assets 

Monetary 
financial 

liabilities 

Derivatives Net 
position 

 Monetary 
financial 

assets 

Monetary 
financial 

liabilities 

Derivative
s 

 

Net 
position 

          
BYN  30 770   (8 937)  (2)  21 609    13 714   (5 570)  -   8 144  

US Dollars  27 924   (30 720)   -   (2 796)   40 328   (31 587)  -   8 741  

EURO  13 393   (11 683)   -   1 710    15 383   (12 141)  -   3 242  

RUB  924   (275)   -   649    1 119   (1 627)  -   (508) 

Other  91   -    -   91    41   -   -   41  

           

          

Total  72 880   (51 615)  (2)  21 263    70 585     (50 925)  -   19 660  
          

Derivatives presented above are monetary financial claims or monetary financial commitments but are 
presented separately in order to show the Bank’s gross exposure. Amounts disclosed in respect of 
derivatives represent the fair value, at the end of the reporting period, of the respective currency that the 
Bank agreed to buy (positive amount) or sell (negative amount) before netting of positions and payments 
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with the counterparty. The net total amount represents the fair value of the currency derivatives. The 
above analysis includes only monetary assets and liabilities. Investments in non-monetary assets are not 
considered to give rise to any material currency risk. 
 
The following table presents sensitivity of profit or loss before tax and equity to reasonably possible 
changes in exchange rates applied at the end of the reporting period relative to the functional currency of 
the Bank, with all other variables held constant. The impact on equity does not differ from the impact on 
the statement of comprehensive income. The negative amounts in the table reflect the potential net 
decrease in the statement of comprehensive income and equity, and positive amounts reflect a potential 
net increase. 

 As at 31 December 2016  As at 31 December 2015 

In thousands of Belarusian Rubles 

Impact on profit 
or loss 

Impact on 
equity 

 Impact on profit 
or loss 

Impact on 
equity 

 

BYN/USD 

20.0% 

BYN/USD 

-5.0% 
 

BYN/USD 

40.0% 

BYN/USD 

-5.0% 

 
Impact on profit or loss (903) 226  3,496 (437) 
Impact on equity (420) 105  2,622 (328) 
      

 
 

BYN/EUR 
15.0% 

BYN/EUR 
-5.0% 

 
BYN/EUR 

30.0% 
BYN/EUR 

-5.0 

 
Impact on profit or loss 256 (85)  973 (162) 
Impact on equity 192 (64)  730 (122) 
      

 BYN/RUB 
10.0% 

BYN/RUB 
-5.0% 

 
BYN/RUB 

10.0% 
BYN/RUB 

-10.0% 

 
Impact on profit or loss 65 (32)  (51) 51 
Impact on equity 49 (24)  (38) 38 

      

The exposure was calculated only for monetary balances denominated in currencies other than the 
functional currency of the Bank.  
 
Interest rate risk. The Bank is exposed to the effects of fluctuations in the levels of market interest rates 
on its financial position and cash flows. Interest margins may increase as a result of such changes, but 
may reduce or create losses in the event that unexpected movements arise. The Bank performs gap-
analysis of assets and liabilities for estimation of interest risk rate.   
 
The following table demonstrates the sensitivity of Bank’s comprehensive income to a reasonable 
possible change in interest rates, with all other variables held constant. 
 
The degree of these changes is determined by management. The sensitivity analysis represents an effect 
on the Bank's net profit increase in interest rates effective as of 1 January 2017 by 5 percentage points 
(or decrease by 2 percentage points), assuming that changes occur at the beginning of the fiscal year, 
after which rates remain unchanged throughout the reporting period, with all other factors are considered 
unchanged. 
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As at 31 December 2016 As at 31 December 2015 

In thousands of Belarusian Rubles 

Impact on net 
interest 
income 

Impact on other 
comprehensive 

income 

Impact on net 
interest 
income 

Impact on other 
comprehensive 

income 

     
Increase by 500 basis points for  
interest rate in Belarusian rubles (380) 328 (75) - 
Decrease by 500 basis points for  
interest rate in Belarusian rubles (380) (328) 75 - 
increase by 200 basis points for  
interest rate in other currencies (171) 26 (104) - 
Decrease by 200 basis points for  
interest rate in other currencies 171 (26) 104 - 
     
 

The Bank monitors interest rates for its financial instruments. The Treasury department uses currency 
swaps to manage risk. The Finance Committee regularly reviews the marginal interest rates for loans and 
deposits in order to form the optimal ratio of the value of assets and liabilities. 
 
Other price risk. The Bank has limited exposure to equity price risk.  

The Bank is exposed to the risk of early repayment due to the issuance of loans with the fixed interest 
rate that give the borrower the right for an earlier repayment of loans. The Bank’s current year profit (loss) 
and equity at the end of the current reporting period would not have been significantly impacted by 
changes in prepayment rates because such loans are carried at amortised cost and the prepayment right 
is at, or close to, the amortised cost of the loans and advances to customers (2015: no material impact). 

Geographical risk concentrations. The geographical concentration of the Bank’s assets and liabilities 
at 31 December 2016 is set out below: 
 
In thousands of Belarusian Rubles Belarus Russia Europe Total 

     
Assets       
Cash and cash equivalents  10 754      325      2 870      13 949     

Due from other banks   123      -      -      123     

Loans and advances to customers   39 821      -      -      39 821     

Securities held for maturity 8 006  -  - 8 006 

Securities held for sale 10 854   10 854 

Other financial assets   127      -      -      127     

     
     
Total assets  69 635     325  2 870     72 880 
     

 
Liabilities      
Due to other banks   1 433     3     -      1 436    

Customer accounts   34 705     -      -      34 705    

Debt securities issued   973     -      -      973    

Other financial liabilities   97     -      -     97 

Subordinated debt   -      -      14 404     14 404    

Derivative financial instruments, liabilities - 2 - 2 

     
     
Total liabilities  37 208     5     14 404     51 617    

     
     Net position  32 477     320  (11 534)     21 263     

     
     

Assets, liabilities and credit related commitments have generally been based on the country in which the 
counterparty is located. Cash on hand have been allocated based on the country in which they are 
physically held. 
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The geographical concentration of the Bank’s assets and liabilities at 31 December 2015 is set out below: 

In thousands of Belarusian Rubles Belarus Russia Europe Total 

     
Assets       
Cash and cash equivalents  9 954      204      7 598      17 756     
Due from other banks   115      -      -      115     
Loans and advances to customers   39 455      -      -      39 455     
Securities at fair value through profit or loss   12 793      -      -      12 793     
Other financial assets   466      -      -      466     
     
     
Total assets  62 783     204  7 598      70 585     
     
     
Liabilities      
Due to other banks   -      399      -      399     
Customer accounts   30 449      222      858      31 529     
Debt securities issued   4 075      -      -      4 075     
Derivative financial instruments, liabilities   1 060      -      -     1060 
Other financial liabilities   -      -      13 862      13 862     
Subordinated debt   -      399      -      399     
     
     
Total liabilities  35 584      621      14 720      51 925     

     
     Net position  27 199      (417)     (7 122)     19 660     

     
     
 
Liquidity risk. Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. The Bank is exposed to daily calls on its available cash resources from 
overnight deposits, current accounts, maturing deposits, loan draw-downs, guarantees and from margin 
and other calls on cash-settled derivative instruments. The Bank does not maintain cash resources to 
meet all of these needs as experience shows that a minimum level of reinvestment of maturing funds can 
be predicted with a high level of certainty. Liquidity risk is managed by Financial Committee of the Bank.  
 
The Bank seeks to maintain a stable funding base primarily consisting of amounts due to other banks, 
corporate and retail customer deposits and debt securities. The Bank invests the funds in diversified 
portfolios of liquid assets. The target capital structure of assets and liabilities is assigned and the limits on 
attraction of resources from one creditor is fixed at the rate of 20% of Bank’s regulatory capital, in order to 
be able to respond quickly and smoothly to unforeseen liquidity.   
 
The Bank’s Treasury Department considers the level of liquid assets necessary to settle obligations as 
they fall due; maintaining access to a range of funding sources; maintaining funding contingency plans; 
and monitoring liquidity ratios against regulatory requirements. The Financial Analysis Division calculates 
liquidity ratios on a daily basis based on contractual maturities of assets and liabilities. These ratios are:   

• Instant liquidity ratio, which is calculated as the ratio of highly-liquid assets to liabilities payable on 
demand;  

• Current liquidity ratio, which is calculated as the ratio of liquid assets to liabilities maturing within 
30 calendar days; and  

• Short-term liquidity ratio, which is calculated as the ratio of assets maturing within one year to 
regulatory capital and liabilities maturing within one year.  

 
In the table below there are liquidity ratios, calculated in accordance with requirements of legislation of 
the Republic of Belarus. 

Liquidity ratios 
31 December  

2016 
31 December  

2015 

   
Instant liquidity ratio (min 20%), % 467 %  184 % 
Current liquidity ratio (min 70%), % 262 %  207 % 
Short-term liquidity ratio (min 1)  6  7 
   

 
The Treasury Department receives information about the liquidity profile of the financial assets and 
liabilities. The Treasury Department then provides for an adequate portfolio of short-term liquid assets, 
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largely made up of short-term  liquid trading securities, deposits with banks and other inter-bank 
facilities, to ensure that sufficient liquidity is maintained within the Bank. The daily liquidity position is 
monitored by the Treasury Department.  
 
Regular liquidity stress testing, under a variety of scenarios covering both normal and more severe 
market conditions, controlling maintenance of management limits on liquidity risk, is performed by the 
Risk Management Department.   

 
The Treasury Department manages the portfolio of securities.  
 
The table below shows non-derivative financial liabilities at 31 December 2016 and 2015 by their 
remaining contractual maturity. The amounts disclosed in the maturity table are the contractual 
undiscounted cash flows, gross credit related commitments, and contractual amounts to be exchanged 
under a gross settled currency swaps. Such undiscounted cash flows differ from the amount included in 
the statement of financial position because the amount in the statement of financial position is based on 
discounted cash flows.   
 
When the amount payable is not fixed, the amount disclosed is determined by reference to the conditions 
existing at the end of the reporting period. Foreign currency payments are translated using the spot 
exchange rate at the end of the reporting period.   
 
The maturity analysis of undiscounted non-derivative financial liabilities at 31 December 2016 is as 
follows:  

In thousands of Belarusian Rubles 

Demand and  
less than  
1 month 

1-6 months 6-12 months More than 1 
year 

Total 

      
Due to other banks   1 433      -      -      -      1 433     

Customer accounts   23 479      7 655     6 748  640     38 522 

Debt securities issued   978      -      -      -     978 

Other financial liabilities   97      -      -      -     97 

Subordinated loan   77      383      473      18 731      19 664     

Guarantees issued   240      -      -      -      240     

Loan commitments   2 496      -      -      -      2 496     

       

      
Total potential future  
payments for financial  
liabilities 

 28 800   6 137   5 546   19 212  59 695 

 X      

 
The maturity analysis of undiscounted non-derivative financial liabilities at 31 December 2015 is as 
follows: 

In thousands of Belarusian Rubles 

Demand and  
less than  
1 month 

1-6 months 6-12 months More than 1 
year 

Total 

      
Due to other banks   399     -       -       -       399    

Customer accounts   18 581     1 530     4 395     7 818     32 324    

Debt securities issued   -       112     112     5 998     6 222    

Other financial liabilities   331     650     -       -       981    

Subordinated loan   75     374     448     18 766     19 663    

Guarantees issued   -       -       -       637     637    

Loan commitments   2 673     -       -       -       2 673    

       

      
Total potential future  
payments for financial  
liabilities 

 22 059     2 666     4 955    33 219  62 899    

 X      
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Liquidity requirements to support calls under guarantees and import letters of credit are considerably 
lower than the amount of the commitment disclosed in the above maturity analysis, because the Bank 
does not generally expect the third party to draw funds under the agreement.  
  
Customer accounts are classified in the above analysis based on contractual maturities. However, in 
accordance with the Banking Code of the Republic of Belarus, individuals have a right to withdraw their 
deposits prior to maturity. Debt securities issued by the Bank may be repurchased before maturity at the 
dates of coupon payments at a nominal price.  
  
The Bank does not use the above maturity analysis of undiscounted financial liabilities to manage 
liquidity. Instead, the Bank’s Treasury monitors expected maturities and the expected liquidity gap.  
  
The following table represents analysis of assets and liabilities as at 31 December 2016 by their expected 
maturities as determined by the Bank: 
 

In thousands of Belarusian 
Rubles 

Demand and  
less than  
1 month 

1-6 months 6-12 months More than 1 
year 

With unsettled 
maturity date 

Total 

       
Assets         

Cash and cash equivalents  13 949      -      -      -      -      13 949     

Due from other banks   -      -      -      -      123      123     

Loans and advances to 
customers  

 1 025     14 087 7 064 17 645  -     39 821 

Securities held to maturity  8 006      -      -      -      -      8 006     

Securities held to sale   10 854      -      -      -      -      10 854     

Other financial assets   23      -      -      104      -      127     

       

       
Total assets  33 867  14 087 7 064 17 749 123 72 880 
       

       
Liabilities        

Due to other banks   1 436      -      -      -      -      1 436     

Customer accounts   24 076      5 376      4 786      467      -      34 705     

Debt securities issued   973      -      -      -      -      973     

Other financial liabilities   97      -      -      -      -     97 

Subordinated debt   -      -      -      14 404      -      14 404     

Derivative financial instruments, 
liabilities 

2 - -- -- -- 2 

       

       
Total liabilities  26 584  5 376 4 786  14 871   -  51 617 
       

       
Net expected liquidity gap  7 273  8 711 2 278 2 878 123 21 263 
       

       
Cumulative expected liquidity  
gap 

 7 273  15 984 18 262 21 140 21 263 
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The following table represents analysis of assets and liabilities as at 31 December 2015 by their expected 
maturities as determined by the Bank: 
 

In thousands of Belarusian 
Rubles 

Demand and  
less than  
1 month 

1-6 months 6-12 months More than 1 
year 

With unsettled 
maturity date 

Total 

       
Assets         

Cash and cash equivalents 17 756 - - - - 17 756 

Due from other banks  - - - - 115 115 

Loans and advances to 
customers  

2 946 10 651 6 968 18 890 - 39 455 

Securities at fair value through 
profit or loss  

168 12 625 - - - 12 793 

Other financial assets  466 - - - - 466 

       
       
Total assets 21 336 23 276 6 968 18 890 115 70 585 
       
       
Liabilities        

Due to other banks  399 - - - - 399 

Customer accounts  18 499 1 149 4 195 7 686 - 31 529 

Debt securities issued  15 - - 4 060 - 4 075 

Other financial liabilities  331 650 - 79 - 1 060 

Subordinated debt  - - - 13 862 - 13 862 

       
       
Total liabilities 19 244 1 799 4 195 25 687 - 50 925 
       
       
Net expected liquidity gap 2 092 21 477 2 773 (6 797) 298 19 660 
       
       
Cumulative expected liquidity  
gap 

2 092 23 569 26 342 19 545 19 660  

       
 
Customer accounts include deposits of individuals attracted by the Bank. Although the deposits have 
various maturities, the individuals have rights to withdraw them at any time.   
 
Management believes that controlled mismatching of the maturities and interest rates of assets and 
liabilities is fundamental to the management of the Bank. It is unusual for banks to have completely 
matched position since business transactions are often of an uncertain term and of different types. An 
unmatched position potentially enhances profitability, but can also increase the risk of losses. The 
maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing 
liabilities as they mature, are important factors in assessing the liquidity of the Bank and its exposure to 
changes in interest and exchange rates.  
 
In spite of a substantial portion of customer accounts being on demand, diversification of these deposits 
by number and type of depositors, and the past experience of the Bank would indicate that these 
customer accounts provide a long-term and stable source of funding for the Bank. 
 
Operational risk. The Bank conducts an analysis of operational risk through the development and 
monitoring of Key Risk Indicators (KIRs) in the Bank's main business areas. Heads of all departments of 
the Bank provide information on the implementation of operational risks to risk management. Risk 
management analyzes the occurrence of operational risks and takes part in developing measures to 
prevent the occurrence of such risks. The Management Board of the Bank is informed on a quarterly 
basis about KIR and occurrence of operational risks. 
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27 Segment Analysis 
 

The Bank is organised on the basis of three main business segments:  
 

 Retail banking – representing private banking services, granting loans to private customers for 
different purposes, v individuals’ deposits, savings, deposits, cash and currency exchange 
transactions with individuals, issuing and servicing of credit and debit cards; 
 

 Corporate banking – sale of banking products and servicing of legal entities and sole proprietors, 
granting loans and financing of corporate clients, current accounts, deposits, cash and currency 
exchange transactions with corporate clients; 

 

 Inter-bank transactions – representing corresponding accounts, deposits, loans and derivative 
products with other banks, including transactions with National Bank of the Republic of Belarus, 
currency conversion transactions and transactions with securities. 
 

The management monitors operating results of each of business segment separately for the purpose of 
decision-making process of allocation of recourses and assessment of their achievements. Operating 
results of business segments are assessed based on operating profit or loss. Income tax is not allocated 
between segments and considered on the group basis.  
 
The following table represents analysis of assets and liabilities per business segments as at                          
31 December 2016: 

In thousands of Belarusian Rubles 
Retail 

banking 
Corporate 

banking 
Inter-bank 

transactions 
Other Total 

      
Assets of a business segment 2 536 37 285 19 204 24 229 83 254 

Liabilities of a business segment  18 521 30 588 2 411 451 51 971 

      

      

The following table represents analysis of assets and liabilities per business segments as at                          
31 December 2015: 

In thousands of Belarusian Rubles 
Retail 

banking 
Corporate 

banking 
Inter-bank 

transactions 
Other Total 

      
Assets of a business segment  3 307   36 148   13 091   26 957   79 503  

Liabilities of a business segment   15 622   29 769   4 474   1 266   51 131  

      

      

The following table represents income and losses per business segments for 2016 year: 
 

In thousands of Belarusian Rubles 

Retail 
banking 

Corporate 
banking 

Inter-bank 
transactions 

Other Total 

      
Interest income 1 113 6 006 3 172 - 10 291 

Interest expense (953) (1 673) (310) - (2 936) 

Net fee and commission income/(loss) 192 513 (11) 5 699 

Gains less losses from trading in foreign currencies - - 3 420 - 3 420 

Other operating income 248 (15) 100 424 757 

Provision for loan impairment 227 (1 803) - 65 (1 511) 

Other non-interest expenses - (341) - (7 924) (8 265) 

      

      
Profit per business segments before tax 827 2 687 6 371 (7 430) 2 455 
      

      

Income tax expense     - 
      

      
Profit for the year     2 455 
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The following table represents income and losses per business segments for 2015 year: 
 

In thousands of Belarusian Rubles 

Retail 
banking 

Corporate 
banking 

Inter-bank 
transactions 

Other Total 

      
Interest income 1 519 4 257 1 691 - 7 467 

Interest expense (1 144) (1 280) (1 548) - (3 972) 

Net fee and commission income 252 520 86 4 862 

Gains less losses from trading in foreign 
currencies 

- - 11 812 447 12 259 

Other operating income 245 1 631 535 568 2 979 

Provision for loan impairment (27) (10 357) - (155) (10 539) 

Other non-interest expenses - (83) - (6 192) (6 275) 

      

      
Profit per business segments before tax 845 (5 312) 12 576 (5 328) 2 781 
      

      

Income tax expense     (1 739) 

      

      
Profit for the year     1 042 
      

      

In 2016 and 2015 the Bank had no customers, from which revenues above 10% of the total revenue were 
generated.  

 
28 Management of Capital 

The Bank’s objectives when managing capital are (i) to comply with the capital requirements set by the  
National Bank of Belarus, (ii) to safeguard the Bank’s ability to continue as a going concern. Compliance 
with capital adequacy ratios set by the National Bank of Belarus is monitored monthly, with reports 
outlining their calculation reviewed and signed by the Bank’s Chairman of the Management Board and 
Chief Accountant. Other objectives of capital management are evaluated on a regular basis.  
 
Under the current capital requirements set by the National Bank of Belarus, banks have to maintain a 
ratios of regulatory capital adequacy and core capital adequacy above a prescribed minimum level of 
10.625% and 5.125%, respectively.  
 
Regulatory capital and core capital adequacy ratios calculated in line with requirements of legislation of 
the Republic of Belarus comprised: 

 
   31 December2016 31 December2015   

In thousands of Belarusian Rubles 
  Capital at the  

year end 
Actual ratio 

Capital at the  
year end 

Actual ratio 
  

         
Regulatory capital adequacy ratio     50 644     64%  48 632    59%   
Core capital adequacy ratio     30 037     28% х х   
         

 

As at 31 December 2016, there were no violations of the requirements of the National Bank of the 
Republic of Belarus regarding the minimum amount of regulatory capital, as well as other mandatory 
ratios established by the National Bank of the Republic of Belarus. 
 
As at 31 December 2015, the Bank failed to comply with the requirement of the National Bank of the 
Republic of Belarus in respect of the minimum regulatory capital amounting to 25 million euros, due to the 
devaluation of the national currency. The National Bank of the Republic of Belarus did not apply additional 
measures to the Bank for supervisory regulation as from 1 January 2016 a new standard was set at a rate 
of 45 million rubles. There were no violations of other mandatory ratios established by the National Bank 
of the Republic of Belarus. 
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Based on the results of the planned thematic inspection held by National Bank of the Republic of Belarus, 
which took place from 10 October 2016 to 4 November 2016, the Bank received an Instruction of the 
National Bank of the Republic of Belarus dated 24 January 2017. In accordance with it, based on 
reasonable judgment of the National Bank of the Republic of Belarus, the Bank has to create special 
allowance for possible losses on loans in amount of BYN 849 thousand till 1 July 2017. 
 
In case the Bank increased the allowance by the amount of undercharged allowance, the normative of 
minimal regulatory capital would be breached as of 1 January 2017. Actual amount of regulatory capital 
would be BYN 49,80 million, while required minimal normative is BYN 50,19 million. Regulatory capital 
calculated without the undercharged allowance amounts BYN 50,64 million as of 1 January 2017. 
 
In accordance with Decree of the Board of Directors of the National Bank of the Republic of Belarus 
restrictive measures will not be used towards CJSC Zepter Bank for not decreasing 2 level capital by the 
amount of undercharged allowance for possible losses on assets and operations that are not reflected on 
the balance sheet (non-compliance with paragraph 12 of the “Instruction on norms of safe functioning for 
banks and non-bank financial organisations” No 137 approved by the Board of Directors  of the National 
Bank of the Republic of Belarus dated 28 September 2006) till 1 July 2017. 
 
As at 1 April 2017, the Bank’s regulatory capital comprised BYN 50,23 million, while the requirement of 
the National Bank of the Republic of Belarus for the second quarter of 2017 in respect of the minimum 
regulatory capital amounted to BYN 51,15 million. In accordance with an Instruction of the National Bank 
of the Republic of Belarus dated 10 May 2017, the Bank has to take necessary actions in order to correct 
the violation till 1 July 2017.  
 
The management prepared this financial statements based on going concern basis and believes that the 
Bank will be able to meet required requirements by 1 July 2017 and has the confirmation of shareholder 
that it will provide the Bank with financial support to enable it to continue in operation for at least twelve 
months. 
   
In order to increase regulatory capital to 1 July 2017, the Bank's management is negotiating with 
Shareholders with regard to receiving a new subordinated loan and decreasing of interest rates for 
existing ones, increasing the authorized capital on by non-cash deposits in the form of real estate owned 
by the Beneficiary Shareholder. In accordance with Strategic Development Plan of CJSC “Zepter Bank” 
for 2017-2018 approved by Supervisory Board of the Bank and agreed with the National Bank of the 
Republic of Belarus, the main source of regulatory capital increase will be profit from operations. Among 
the main tasks for the implementation of the Strategy, the Bank considers enhancing activities with regard 
to bad debts recovery, diversification of assets and the establishment of the loan portfolio and securities 
portfolio to increase assets generating a steady income. 
 
To achieve this goal, the Bank takes the following measures: 
- analysis and reduction of administrative and operating expenses; 
- highly qualified specialists were assigned for Security and Collateral departments to strengthen efforts at 
bad bets recovery; 
- recovery measures are actively applied to all problem clients in accordance with legislation; 
- constant work with customers, negotiations with management of companies in order to develop and 
implement plans for repayment of debts, both by expense of guarantors and founders, and by accepting 
compensation; 
- banking market is analyzed to increase client base, attract new stable borrowers, and to create a highly 
profitable portfolio of securities; 
- the Bank’s management considers the effectiveness of the taken measures on a daily basis. 

29 Contingencies and Commitments 

Legal proceedings. From time to time and in the normal course of business, claims against the Bank 
may be received. On the basis of its own estimates and both internal professional advice, management is 
of the opinion that no material losses will be incurred in respect of claims, and accordingly no provision 
has been made in these financial statements.   
 
Tax contingencies. Belarusian tax and other legislation which was enacted or substantively enacted at 
the end of the reporting period, is subject to varying interpretations when being applied to the transactions 
and activities of the Bank. Consequently, tax positions taken by management and the formal 
documentation supporting the tax positions may be successfully challenged by relevant authorities as 
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Belarusian tax legislation does not provide definitive guidance in certain areas. Fiscal periods remain 
open to review by the authorities in respect of taxes for indefinite period.   
  
While management currently estimates that the tax positions and interpretations that it has taken can 
probably be sustained, there is a possible risk that outflow of resources will be required should such tax 
positions and interpretations be challenged by the relevant authorities. The impact of any such challenge 
cannot be reliably estimated; however, it may have influence on the financial position and/or the overall 
operations of the Bank.  
 
Capital expenditure commitments. At 31 December 2016 and 2015, the Bank has no material 
contractual capital expenditure commitments.  
 
Compliance with covenants. The Bank is not subject to financial covenants in respect of its borrowings.  
 
Credit related commitments. The primary purpose of these instruments is to ensure that funds are 
available to a customer as required.  
 
Off-balance credit related commitments comprise commitments to extend credit and guarantees. 
Guarantees have the same level of credit risk as loans to customers. Commitments to extend credit 
represent unused portions of authorisations to extend credit in the form of loans, guarantees or letters of 
credit. With respect to credit risk on commitments to extend credit, the Bank is potentially exposed to loss 
in an amount equal to the total unused commitments, if the unused amounts were to be drawn down. 
However, the likely amount of loss is less than the total unused commitments since all Bank’s 
commitments to extend credit can be revocable without a material adverse change in the borrower 
performance.  
 
Outstanding credit related commitments are as follows: 

In thousands of Belarusian Rubles 
 31 December   

2016 
31 December   

2015 

    
Guarantees issued    240      637    
Revocable loan commitments    2 496      2 673    
    
    
Total credit related commitments, gross   2 736      3 310    

    
    
Less: Provisions on credit related commitments   (14)     (79)    
    
    
Total credit related commitments, net of provision   2 722      3 231    
    

The total outstanding contractual amount of letters of credit and guarantees does not necessarily 
represent future cash requirements, as these financial instruments may expire or terminate without being 
funded.  
 
For details of movement in the provision for losses on credit related commitments refer to the Note 17. 

Credit related commitments are denominated in currencies as follows: 

In thousands of Belarusian Rubles 
31 December   

2016 
31 December   

2015 

   
USD   1 315     505    
BYN   841     1 789    
EUR   580     985    
RUB   -       31    
   

   

Total credit related commitments, gross  2 736     3 310    
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Assets pledged and restricted. Mandatory cash balances with the National Bank of Belarus of 
BYN 221 thousand (2015: BYN 183 thousand) represent mandatory reserve deposits which are not 
available to finance the Bank's day to day operations as disclosed in Note 3. 
 

30 Derivative Financial Instruments 

The table below sets out fair values of financial instruments such as foreign exchange forward and swap 
contracts entered into by the Bank as at the end of the reporting period. The table reflects gross positions 
before the netting of any counterparty positions (and payments) and covers the contracts with settlement 
dates after the end of the respective reporting period. The contracts have short term maturities: 

 31 December 2016  31 December 2015 

In thousands of Belarusian Rubles 

Contracts with  
positive  

fair value 

Contracts with  
negative  
fair value 

 Contracts with  
positive  

fair value 

Contracts with  
negative  

fair value 

      

Foreign exchange forwards and swaps:       
Fair value at the end of the reporting period  - -  - - 
- claims in USD (+)  - 5 - - - 
- liabilities in RUB (-)  - (7)  - - 
      

      
Net fair value of foreign exchange  
forwards and swaps 

- (2)  - - 

      

Foreign exchange derivative financial instruments entered into by the Bank are generally traded in an 
over-the-counter market. Derivatives have potentially favourable (assets) or unfavourable (liabilities) 
conditions as a result of fluctuations in market interest rates, foreign exchange rates or other variables 
relative to their terms. The aggregate fair values of derivative financial assets and liabilities can fluctuate 
significantly from time to time.  
 
Net loss from financial derivatives recognized in statement of comprehensive income in the amount of 
BYN 16 thousand (2015: Gain - BYN 597 thousand) is represented by realized gains from settlement 
foreign currency swaps with the National Bank of Belarus. 
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31 Fair Value of Financial Instruments 

Fair value of financial assets and financial liabilities that are not measured at fair value on a 
recurring basis (but fair value disclosures are required). 
 
Fair values of such financial instruments are as follows:  

 31 December 2016  31 December 2015 

In thousands of Belarusian Rubles 
Carrying  
amount 

Fair  
value 

 Carrying  
amount 

Fair  
value 

      
Financial assets       
Cash and cash equivalents   13 949      13 949      17 756  17 756    
Due from other banks   123   123     115     115    
Securities held to maturity 8 006 8 006  - - 
Securities available for sale  10 854 10 854  - - 
Securities at fair value through profit or loss - -  12 793 12 793 
Loans and advances to customers       
- Corporate loans   36 157      32 848       33 971     33 971    
- Loans to entrepreneurs   1 128      1 098       2 177     2 177    
- Loans to individuals  2 536      2 409       3 307     3 307    

Other financial assets  127      127       466     466    
      
      
Total financial assets carried at amortized cost  72 880     69 415    70 585    70 585    

      
      Financial liabilities       

Due to other banks   1 436      1 436      399     399    
Customer accounts   34 705      34 705      31 529     31 529    
Debt securities issued   973      973     4 075     4 075    
Other financial liabilities   97      97       1 060     1 060    
Subordinated debt   14 404      14 404      13 862     13 862    
      
      
Total financial liabilities carried at amortized  
cost 

 51 615      51 615     50 925    50 925 

      
 

For financial assets and liabilities carried at amortized cost and having a short-term maturity (less than               
3 months), it is assumed that the carrying amounts approximate their fair value. This assumption is also 
applied to demand deposits and current accounts without a maturity. 
 
Loans and advances to customers 

 
Loans and advances to customers have both variable and fixed rates. As there is no active secondary 
market in the Republic of Belarus for such loans and advances, there is no reliable market value available 
for this portfolio. 
 

 Management believes that carrying value of loans with variable rates does not significantly differ 
from their fair values.  

 The management revises the rates for loans with fixed interest rates to correspond to the current 
market situation. As a result interest income on the most of balances is charged at rates which 
approximate market ones. Due to this fact the fair value of loans with fixed rate does not materially 
differ from the carrying value. 

 
Customer accounts 
 
Customer deposits have both variable and fixed rates. 
 

 The management believes that fair value of deposits with variable interest rates does not 
materially differ from their carrying value. 

 The management revises the rates for deposits with fixed interest rates to correspond to the 
current market situation. As a result interest expense on the most of balances is charged at rates 
which approximate market ones. Due to this fact the fair value of deposits with fixed rates does not 
materially differ from their carrying value. 
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Debt securities issued 
 
Debt securities are issued by the Bank at fixed interest rates. In general rates on the debt financial 
instruments are in line with the market ones. The management believes that fair value of such 
instruments does not materially differ from their carrying value. 
 
Subordinated debt 
 

The Bank attracted subordinated debt with fixed rate which generally corresponds with the market rates. 
The management believes that fair value of the subordinated debt does not materially differ from their 
carrying value. 
 
Fair value of the Bank’s financial assets and financial liabilities measured at fair value on a 
recurring basis 

Some of the Bank's financial assets and financial liabilities are measured at fair value at the end of each 
reporting period. The following table gives information about how the fair values of these financial assets 
and financial liabilities are determined (in particular, the valuation technique(s) and input(s) used). 
 
Financial assets/  
financial  
liabilities 

Fair value as at  Fair value  
hierarchy 

 Valuation technique(s) 
 and key input(s) 31 December 

2016  
 31 December 

2015   

        

Securities held to 
maturity 

8 006  -  Level 2  

Discounted cash flows. 
Interest rates applied are the rates on 
financial  instruments with similar risk level 
denominated in respective currency with 
respective maturity. 

Securities at fair 
value through profit 
or loss 

-  12 793  Level 2  

Discounted cash flows. 
Interest rates applied are the rates on 
financial  instruments with similar risk level 
denominated in respective currency with 
respective maturity. 

        

Securities available 
for sale 

10 854  -  Level 2  

Discounted cash flows. 
Interest rates applied are the rates on 
financial instruments with similar risk level 
denominated in respective currency with 
respective maturity. 

        

Derivative financial 
instruments, 
liabilities 

(2)  -  Level 2 

 

Discounted cash flows. 
Future cash flows are estimated based on 
interest rate parity model. Interest rates 
applied are the sovereign risk rates on 
financial instruments denominated in 
respective currency with respective maturity. 
Due to short-term  maturity the sensitivity of 
derivatives to changes in input interest rates 
is low. 

        
 
Management applies judgment in categorizing financial instruments using the fair value hierarchy. If a fair 
value measurement uses observable inputs that require significant adjustment, that measurement is a 
level 3 measurement. For this purpose, the significance of an input is assessed against the fair value 
measurement in its entirety.  
 
Methods and assumptions used in determining fair value 
 
Fair value is defined as the amount at which the instrument could be exchanged in a current transaction 
between willing parties, other than in a forced or liquidation sale. The best evidence of fair value is price 
quotations in an active market. Where quoted market prices were not available, the Bank used valuation 
techniques. The fair value of floating rate instruments that are not quoted in an active market was 
estimated to be equal to their carrying amount. The fair value of instruments with fixed interest rates, 
which have no quoted prices in active markets, is based on the discounted cash flow method using 
existing interest rates for new instruments with similar credit risk level and similar maturity.   
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Discount rates used depend on currency, maturity of the instrument and credit risk of the counterparty. 
Weighted average interest rates used for each instruments and currency were as follows.  

  

31 December   
2016 

31 December   
2015 

   
Due from other banks    
EUR  - - 
USD  - - 
   Loans and advances to customers   

 
USD  11% 12% 
RUB  24% 24% 
EUR  11% 12% 
BYN  22% 37% 
   Due to other banks   

 
EUR  - - 
BYN  - - 
USD  - - 
   Customer accounts:   

 
- Current/settlement accounts   

 
USD  - - 
EUR  - - 
BYN  - - 
   
- Term deposits   

 
USD  5% 5% 
EUR  3% 5% 
RUB  - 13% 
BYN  11% 27% 
   Debt securities issued   

 
BYN  - - 
EUR  - 5.5% 
USD 5.5% - 
-   Subordinated debt   

 
USD  6.7% 6.7% 
EUR  6% 6% 

  
 

 

 
The sign "-" in the table above means that the Bank does not have the respective assets or liabilities in 
the corresponding currency or no discounting was made in connection with short maturity period. 

32 Presentation of Financial Instruments by Measurement Categories 

For the purposes of measurement, IAS 39 Financial Instruments: Recognition and Measurement 
classifies financial assets into the following categories: (a) loans and receivables; (b) financial assets 
available for sale; (c) financial assets held to maturity and (d) financial assets at fair value through profit 
or loss (“FVTPL”). Financial assets at fair value through profit or loss have two sub-categories: (i) assets 
designated as such upon initial recognition, and (ii) those classified as held for trading. In addition, 
finance lease receivables form a separate category. 
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The following table provides a reconciliation of financial assets with these measurement categories as at 
31 December 2016: 

In thousands of Belarusian Rubles 

Loans and  
receivables 

Financial  
assets  

available  
for sale 

Financial  
assets  

held to maturity 

Total 

     
Financial assets      

Cash and cash equivalents   13 949      -      -      13 949     

Due from other banks  123      -      -      123     

Loans and advances to customers     -     

Corporate loans  36 157      -      -      36 157     

Loans to individuals – entrepreneurs  1 128      -      -      1 128     

Loans to individuals  2 536      -      -      2 536     

Securities held to maturity  -      -      8 006      8 006     

Securities available for sale  -      10 854      -      10 854     

Other financial assets  127      -      -      127     

     

     
Total financial assets  54 020      10 854      8 006      72 880     
      

 

The following table provides a reconciliation of financial assets with these measurement categories as at 
31 December 2015: 

In thousands of Belarusian Rubles 

Loans and  
receivables 

Financial  
instruments at   

fair value through  
profit or loss  

Total 

    
Финансовые активы    

Cash and cash equivalents   17 756     -  17 756      
Due from other banks  115      -      115     

Loans and advances to customers    

Corporate loans  33 971      -      33 971     

Loans to individuals – entrepreneurs  2 177      -      2 177     

Loans to individuals  3 307      -      3 307     

Securities at fair value through profit or loss  -      12 793      12 793     

Other financial assets  466      -      466     

    

    

Total financial assets  57 792      12 793     70 585 
    

As at 31 December 2016 and 31 December 2015, all of the Bank’s financial liabilities were carried at 
amortized cost. Derivative financial instruments belong to the fair value through profit or loss 
measurement category. 

33 Related Party Transactions 

Parties are generally considered to be related if the parties are under common control, or one party has 
the ability to control the other party or can exercise significant influence over the other party in making 
financial or operational decisions. In considering each possible related party relationship, attention is 
directed to the substance of the relationship, not merely the legal form.  
 
As at 31 December 2016, the outstanding balances with related parties were as follows: 
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In thousands of Belarusian Rubles 
Parent  

company 
Entities under 

common control 

Key  
management  

personnel 

    
Gross amount of loans and advances to customers 
(contractual interest rate:  
USD 11% - 12.5% 
 BYN 39% - 42%)  

 -      4 851      2     

Allowance for impairment of loans and advances to 
customers  

 -      (957)     -     

Customer accounts (contractual interest rate: 0.01-
28%)  

 -      291      238     

Subordinated debt (contractual interest rate: 6-6.7%)  14 404      -      -     
    

 
As at 31 December 2015, the outstanding balances with related parties were as follows: 

In thousands of Belarusian Rubles 
Parent  

company 
Entities under 

common control 

Key  
management  

personnel 

    
Gross amount of loans and advances to customers 
(contractual interest rate:  
USD 11% - 12.5% 
 BYN 33% - 45%)  

  -   1 419     2    

Allowance for impairment of loans and advances to 
customers  

  -   (421)      -  

Customer accounts (contractual interest rate: 0.01-
28%)  

  -   1 837     52    

Subordinated debt (contractual interest rate: 6-6.7%)  13 862      -    -  
    

 
As at 31 December 2016 and 31 December 2015 the Bank had no credit related commitments and other 
rights and obligations with related parties not recognized in the statement of financial position.  
 
The income and expense items with related parties for 2016 and 2015 were as follows: 
 
  2016  2015 

In thousands of Belarusian 
Rubles 

Parent  
company 

Entities   
under  

common  
control 

Key  
management  

personnel 

  Parent  
company 

Entities   
under  

common  
control 

Key  
management  

personnel 

         
Interest income    -    329    1     -   170     2    
Interest expense   965     77    13    660     65     4    
Allowance for impairment of 

Loans and advances to 
customers 

  -    (536)     -          -   299    (2)    

Fee and commission income   -   66       -          -   37      -  
Administrative and other 

operating expenses (net of 
short-term compensation to 
key management 
personnel) 

  -   -     -        -   3     132    

         

 

 
 
 
 
 
 
 
 
 



CJSC “Zepter Bank”  
Notes to the Financial Statements – 31 December 2016   
 

Translation note: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure 
that the translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original 
language version of our report takes precedence over this translation. 

63 

Key management compensation is presented below: 

 2016  2015 

In thousands of Belarusian Rubles 
Expense Accrued  

liabilities 
 Expense Accrued  

liabilities 

      
Short-term benefits:      

- Salaries and short-term bonuses  -               1040                     9  305 3 
      

 
 

Short-term bonuses fall due wholly within twelve months after the end of the period in which management 
rendered the related services.  

34 Subsequent Events 

According to official statistics published by National Statistical Committee of the Republic of Belarus 
inflation level in the Republic of Belarus was 2.65% for the five months of 2017.   
  
As of the date of approval of these financial statements, the exchange rate of BYN increased against 
Euro and RUB by 3.04% and 1.13% respectively, and  decreased against US dollar by 3.80% comparing 
to 31 December 2016. 
 
Starting from 1 January 2017 refinance rate of the National Bank of the Republic of Belarus changed as 
follows: 
 

 18.01.2017 – 17%; 

 16.02.2017 – 16%; 

 15.03.2017 – 15%; 

 19.04.2017 – 14%; 

 14.06.2017 – 13%.  
 
 
 
 
 
 
 


