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Annual Report 2011

In 2012, Citi celebrates our 200th anniversary.
Our principles — common purpose, responsible
finance, ingenuity and leadership — are the bridge
that connects our 200-year history with the future
we want to create. When these principles guide
our actions, we endure and thrive. Our special
anniversary provides us with an opportunity
to reflect on our history and prepare for the future.
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Since our beginning in 1812 till
nowadays, we’ve been privileged
to support some of the biggest
ideas in modern history. We want
to thank all of our clients and employees who, over the centuries,
helped conceive and make them
happen. Your ideas, ingenuity
and passion have made the world
a better place. We would like to tell
you about a breakthrough moments in the development of world
trade and business over the past
200 years that have provided an
important stimulus to world economic growth and in addition to
their significance to world economic history, these events were
also milestones in the development
of Citi as a leading international
financial institution.

1812
Opening the
first branch in
New-York

In 1812, the US had neither a national banking system
nor a central bank. New York was not one of the main
financial centers of the country either. Gaining a charter
for a bank was politically complicated: the city was divided
between people who wanted a central bank and those who
emphatically did not. An elder statesman and friend of the
late George Washington named Samuel Osgood was able
to bring the two factions together to strike a deal in which
both sides would be represented on the board of a new bank,
which would be called The City Bank of New York. This bank
was Citi’s direct ancestor. It was chartered on June 16, 1812,
and opened its doors for business on September 12, 1812.



In 19th century, the Lackawanna Iron & Ore Company adopted
the state-of-the-art Bessemer process, which not only
accelerated steel production, but also made it less expensive.
Citi President Moses Taylor decided to finance this project,
which led to the mass production of steel and subsequently
the rapid development of railroad infrastructure throughout
the United States. This in turn helped transform the country
into a leading worldwide economic power.

Facilitating
railroad
development

1853

1854
Pioneering in the
steamboat
industry

For more than half a century the steamboat played
a dominant role in agriculture and commerce throughout
much of the United States. This industry came into being
thanks to pioneering visionaries and financiers who
understood the importance of the new technology. Citi,
under the leadership of its main shareholder and President
Moses Taylor, made substantial investments in steamboat
transport and played a key role in the early development of
America’s major steamship lines.
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In 1865 it took nearly three weeks to send messages by boat
from New York to London. However, one year later, following
the completion of the Transatlantic Cable, the situation had
drastically changed. It became possible to send messages
from one continent to the other in a matter of minutes at
a cost of $10 per word. This endeavor was undertaken by
the New York, Newfoundland and London Electric Telegraph
Company. Citi helped finance this company, and the
bank’s president served as its treasurer and director.

Charting the
path to instant
communication

Creation of the world’s largest shortcut via the Panama Canal
led to a boom in global trade, the growth of world economies,
the emergence of new markets and new jobs. Thirty million
cubic meters of earth were removed to connect the Atlantic
and Pacific oceans, today saving 15,000 ships a year from
having to round the tip of South America. At the request of
American president Theodore Roosevelt, Citi played a role in
financing the construction of the canal.

Shortening
the distance
between oceans

1866

1904

1897

1916

Opening the door for the
emergence of the modern
multinational company

Opening new financial
markets for Russia

Today multinational companies carry out thousands of
transactions across the globe every day. This model
of operation emerged only after John D. Rockefeller
launched a project in 1891 to market Standard Oil’s surplus
kerosene to China. In 1897, Citi established its Foreign
Exchange Department to ensure the smooth movement of
Rockefeller’s transactions across the border in China. As
a result, by 1898 Standard Oil could transfer any amount of
money to any industrial city in the world within 24 hours,
creating a prototype of the modern multinational company.

In 1916, Citi underwrote bonds to support the government
of the Russian Empire during World War I. This was the first
time that Russian state bonds had been issued in U.S.-dollardenominated notes.
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200 years
of progress
presented
by CITI

The use of supertankers for oil gave a strong impetus
to global industry in general and the oil infrastructure in
particular. In 1948 Citi financed the construction of the first
supertanker, championed by Aristotle Onassis.

Making a vital resource
available worldwide

1947

1936
Providing
better access
to personal
savings

A checking account is one of the most basic and important
financial services provided by banks. However, for many
years this service had one drawback for bank clients –
checking accounts came with minimum balance requirements.
In 1936 in the midst of the Great Depression, Citi introduced
the very first checking accounts that require no minimum
balance. This helped bank customers access funds which
otherwise would not have been available. Recognizing the
value of this client-focused approach, many other banks soon
followed Citi’s lead, and today this approach has become
common practice around the world.



1948
Bringing oil from
the Middle East to
the world market

In 1948 a major oil concession in Saudi Arabia came under
control of Caltex, a joint venture between the California and
Texas oil giants now known as Chevron and Texaco. The
main problem hindering the implementation of this project
was the fact that the Saudi government wanted payments
made in British gold sovereigns. Citi went to great lengths
to organize this transaction, finding and then transporting
50 million dollars worth of British gold coins. The success
of this deal sparked the beginning of oil production in the
region and led to the emergence of the Middle East as
a world leader in oil exports.
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At the end of World War II Europe was devastated. The U.S.
government, shaken by the scale of the crisis, developed the
Marshall Plan – a program to provide aid to Europe totaling
$13 billion. Citi played a major role in implementing the
Marshall Plan by providing letters of credit for commodity
shipments to the recipient countries.

In 1961, prior to the appearance of negotiable certificates
of deposit, banks had much more difficulty raising funds for
investment. Citi was the first to issue negotiable CDs, thus
creating an instrument which allows banks to quickly attract
the necessary capital without risking the depositors’ liquidity.

Inventing
new
markets
to fuel
growth

Rebuilding
a broken
continent

1948

1961

1956

1967

Revolutionizing the
transport of goods
and cargo worldwide

Making money
mobile and
secure

Malcolm McLean, the owner of a transport company, found
a convenient way to transport goods on both land and sea,
proposing that ships be refitted to carry removable truck
containers, thus greatly streamlining land and sea transport.
Citi financed his project, which eventually led to the invention
of the universal shipping container. Today such containers
are used for the vast majority of cargo shipments worldwide.

In the late 1960s, Citi President Walter Wriston had a clear
vision of the future of retail banking. He not only sought
to develop the bank’s ATM network, but also actively
promoted credit cards as a means for making retail
purchases. The development of this instrument not only
gave clients more freedom in their personal finances,
but also helped drive a retail boom, and Citi became
the leading credit card issuer worldwide.
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for
200 years
our past
has been
about
the future

Thanks to support from Citi, a mid-sized company
from a developing market has succeeded in becoming
global player on the world market. Citi’s collaboration
with Indian Tata Group began in 1970 with international
banking transactions, which later developed into
a strategic partnership between the companies. Today
Tata Group is one of the largest companies in India and
the world, with enterprises in communications and IT,
machine building, materials production and much more.
By 2011, Citi was providing services for Tata Group in
21 countries where the company is present.

Helping a mid-sized
company become
a global player

1982

1977
Introducing
ATMs to the
general public

In 1962, Citi commissioned the first ATM prototype. By the
end of 1977, each of the offices of Citi in New York had at
least two ATM machines working 24 hours 7 days a week. The
success of this endeavor in New York marked the beginning
of the development of an ATM network spanning the globe.
By the end of the next decade, millions of people all around
the world would have access to their accounts at all hours of
the day. Today life in the city is unimaginable without these
machines thanks to the Citi.



1987
Assisting
Latin American
countries in time
of crisis

In the 1970s the developing economies of Latin America
encountered a serious debt crisis, which led many banks to
refuse to finance their clients in the region. Citi President
John Reed, however, was convinced that the only way
forward was to help Brazil, Mexico and Argentina repay their
multi-billion-dollar debts despite the losses this would mean
for the bank. In 1987 Citi helped these countries pay off
their debts and thus reinforced the bank’s position in Latin
America. This forward-looking approach subsequently helped
not only to compensate for earlier losses, but also eventually
make a profit.
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The creation of the space shuttle represented a culmination
of the history of space exploration to date. For 30 years, the
shuttle program pushed the bounds of discovery and proved
that a spacecraft could be built once and reused for many
missions. This helped drive the development of the aerospace
industry in the United States and throughout the world. The
United Space Alliance, a joint venture between Lockheed
Martin and Boeing, operated launches of the shuttle. Citi
became a lead lender to the program in 1995.

In 2010, the number of Citibank’s clients in Russia exceeded
1 million for the first time. To mark this milestone, volunteers
planted one million pine trees in the Far East in the spring of
2011 and continue to care for them to this day. These trees
are a crucial element of the food chain and make an important
contribution to the biodiversity of this unique region. This
project was implemented in partnership with the World
Wildlife Fund (WWF). In April 2012, this area became part of
a newly designated national park, which serves to protect an
endangered population of more than 50 Amur leopards.

Protecting
diversity for
future generations

Making space
travel routine

1995

2010

1995

2011

Working
for the benefit
of the planet

Following the
principles of
responsible
finance

In 1995, the Equator Principles were formulated, creating
a set of international industry guidelines to manage the
environmental and social risks of project finance. Citi was one
of the first to sign the Principles and subsequently financed
a multitude of projects to help develop global infrastructure,
marking the beginning of an unprecedented campaign to
fight global warming over the course of a decade and with an
estimated cost o $50 billion.

In 2011, Citi together with Google invested $102 million in
the second phase of the Alta Wind Energy Center project
for the development of alternative renewable energy
sources. Wind farms built under this program in the Mojave
Desert in California will be able to produce the energy for
200,000 households, reducing harmful emissions by one
million tons each year. This program is one of a number of
projects that follow the principles of responsible financing,
which the Citi has adhered to throughout its history.
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In 1812, the US had neither a national banking system nor a central bank. New York was not one of the main
financial centers of the country either. Gaining a charter for a bank was politically complicated: the city was
divided between people who wanted a central bank and those who emphatically did not. An elder statesman and
friend of the late George Washington named Samuel Osgood was able to bring the two factions together to strike
a deal in which both sides would be represented on the board of a new bank, which would be called The City Bank
of New York. This bank was Citi’s direct ancestor. It was chartered on June 16, 1812, and opened its doors for
business on September 12, 1812.
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A Message
from CEO
Dear Ladies and Gentlemen!
Today, when contemplating the major events and
achievements of the past year, we cannot help but
be affected by the historical aura surrounding the
current year 2012. We are celebrating our 20th year
of doing business in modern Russia and the 200th
anniversary of the founding of Citi, initially called
National City Bank of New York.
Our core values at Citi for the past two centuries
globally and last two decades in Russia have centered on sustainable development and responsible
business practices.
Our day-to-day operations as a financial institution
are underpinned by an understanding that what is
good for our clients and the communities we work in
over the long term is also good for us as a business.
It is within this context that I present to you our annual report for 2011.
A top view of our results for 2011 shows ZAO Citibank as one of the ten most profitable banks in
Russia1 and also one of the most stable, coming into
2012 with the highest capital adequacy ratio among
the top 30 Russian banks2.Our net profit reached
USD 292 million on USD 817 million in revenues
according to IFRS, with equity capital totaling
USD 1,488 million at yearend. According to RAS, net
profit stood at RUB 7.7 billion on RUB 22.9 billion in
revenues for the year. These strong results came
during a period of modest economic expansion in
Russia (4.5% GDP growth) and considerable stresses on international financial markets. In 2011 Citibank achieved a great ROC and ROA through a very
stable, sustainable and balanced asset structure.
We also came out of the year with one the lowest
NCL rates in the Russian consumer and corporate

1 Kommersant Dengi, September 2011
2 Standard & Poor’s, February 2012

A Message from CEO

lending markets, due to a very disciplined and smart
approach to risk taking.
We are thankful to the industry participants and
observers for the numerous awards and special
recognition we received in 2011. To mention a few,
Citi Russia was named Lead Domestic Cash Management Bank and Best Trade Finance Provider in Russia by Euromoney, and Best Consumer Internet
Bank in Russia and Best Corporate Internet Bank
in CIS by Global Finance. Participants of the Euromoney Foreign Exchange Poll voted Citi the Best
FX Provider in Russia for the 2nd consecutive year.
ZAO Citibank continues to hold the highest Fitch
rating possible for Russia, i.e. BBB+ (AAA on the
national scale).
In terms of headline deals and transactions, we
continued to help major Russian corporations
to access international debt markets. Citi acted
as a Lead Manager and Bookrunner for VimpelCom’s USD 2.2 billion multi-tranche bond. The deal
was the largest ever from a BB-rated CEEMEA issuer and the largest for Russia since 2009, garnering it Euromoney’s Deal of the Year award, Cbonds’
Best Primary Eurobond Placement and International
Financing Review’s Emerging EMEA Bond of the
Year award in 2011.
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Adding to the year’s successes, in December 2011,
the Ministry of Finance of Russia selected Citi as the
Joint Lead Manager and Joint Bookrunner of the
Russian sovereign Eurobond issue in 2012.
While market fluctuations in the second half of the
year were in general not conducive to making deals
on the equity market, Citi played a key role in the
organization of the successful IPOs of Phosagro and
Nomos Bank in 2011.
Having celebrated our 1 millionth retail clients in
2010, we continued to successfully develop our consumer bank throughout 2011. Among other achievements, this entailed further expanding of our ATM
network, adding a number of innovative payment
and service centers, and improving our Internet
bank, which was named the Best Consumer Internet
Bank by Global Finance.
In summer of 2011, HSBC selected Citibank as its
preferred bank partner as it exited retail banking operations in Russia. Through this process we
acquired many valuable customers for our Citigold
program as well as a high quality portfolio.
Another major development for our consumer bank
was the launch of a new universal rewards program
called Citi Select. This program is the first of its kind
in Russia and just one part of our ongoing efforts to
ensure that clients have the convenience of choice.
Our community outreach programs and charitable
projects, financed by the Citi Foundation and organized in partnership with Russian NGOs and educational institutions, continue to grow and expand. In
2011 more than 1 million dollars was invested in Corporate Social Responsibility programs, bringing our total
for the past decade to 8 million dollars in Russia.
One of Citi Foundation’s top priorities is financial
inclusion with financial education as a key element.
The New Economic School, with support from the
Citi Foundation, implemented in 2010—2011 a financial literacy program that reached over 8,000 young
Russians and helped them develop knowledge in personal finance management and personal budgeting.
For the second consecutive year Citi’s program was
recognized as the best program facilitating development of local communities and improvement of the
social climate in the regions of a company’s pres-

ence. This year it was the program “Local Communities: Changing Life for the Better!” that allowed
300 people from Nizhniy Novgorod and Sverdlovsk
regions to attend business development training
seminars and subsequently provided start-up grants
to the launch of the best business ideas. A similar
entrepreneurship development program organized
in partnership with the Graduate School of Management at St. Petersburg University has helped to create 400 new jobs in the Northern Capital.
We are continuing our partnership with the WWF in
the Altai Region, where a Citi Foundation sponsored
project is helping residents of isolated rural areas to
capitalize on the region’s ecotourism potential.
In terms of general economic news, we were very
happy to see the long-awaited tangible progress on
Russia’s accession to the WTO in 2011. Russia’s full accession in 2012 will not only be a symbol of Russia’s full
integration into the global economy, it will also have
some real positive impacts for the country’s economy in
the years ahead, producing benefits for all our clients –
retail and corporate, Russian and international.
Citi was one of the first international banks to
invest in modern Russia and our experience has
demonstrated that the Russian market’s potential
is immense. As we look forward to further building
our business in this country, we also look back and
remind ourselves of the values and principles which
have made our success possible, over the past year,
the past 20 years and the past 200 years. This gives
us reasons for optimism going forward.
Our overall performance in 2011 is a tribute to the
strength of ZAO Citibank, our commitment to developing Citi’s business in Russia and to the hard work
of our people, who are so focused on delivering topquality products and services. I would like to thank
our customers for your trust and continued support
of Citi in Russia, and I would like to thank our employees on whom we depend for our success.

Sincerely yours,
Zdenek Turek
Citi Country Officer for Russia
Citi Division Head for Central and Eastern Europe
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In 1962, Citi commissioned the first ATM prototype. By the end of 1977, each of the offices
of Citi in New York had at least two ATM machines working 24 hours 7 days a week. The
success of this endeavor in New York marked the beginning of the development of an ATM
network spanning the globe. By the end of the next decade, millions of people all around
the world would have access to their accounts at all hours of the day. Today life in the city
is unimaginable without these machines thanks to the Citi.
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Mission
Citi works tirelessly to serve individuals,
communities, institutions and nations.
With 200 years of experience meeting the
world’s toughest challenges and seizing its
greatest opportunities, we strive to create the
best outcomes for our clients with financial
solutions that are simple, creative and
responsible. An institution connecting over
1,000 cities, 160 countries and millions of people.

We are your global bank.
We are Citi.

Principles
The four key principles—the values that guide
us as we perform our mission—are:
Common Purpose.
One team, with one goal: serving our clients and
stakeholders.
Responsible Finance.
Conduct that is transparent, prudent and
dependable.
Ingenuity.
Enhancing our clients’ lives through innovation
that harnesses the breadth and depth of our
information, global network, and world-class
products.
Leadership.
Talented people with the best training who thrive
in a diverse meritocracy that demands excellence,
initiative and courage.

About Citi
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Citi in Russia
Citi’s history in Russia begins almost one hundred

established a new branch in Moscow in November.

years ago and is closely tied to the dramatic

By December, the new Bolshevik government had

events that unfolded during that period of the

taken control of the major cities of European Russia.

country’s history. Citi has always acted as a unifying

On February 3, 1919, the bank established a branch

link between the Russian economy and other world

in the city of Vladivostok in the Far East, a meeting

economies and played an important role in the

point for retreating soldiers and refugees. On March

development of the country’s trade and external

13, 1920, all three branches were closed.

economic relations.
Between 1920 and 1970, diplomatic and economic
Citi first entered Russia on the eve of the October

difficulties, followed by WWII and then the Cold War

Revolution. In 1916, Citi, named at that time

prevented the bank from re-entering the country.

National City Bank (NCB), underwrote bonds to

In the 1970s, however, during the period of detente

support the government of the Russian Empire as

US-Soviet trade increased and there was greater

World War I took its toll on the country’s resources.

contact between the two countries. In June 1973,

Believing that Russia would soon emerge from the

the Soviet government gave Citi permission to

war and embark on a period of rapid economic

establish a limited presence in the USSR and, in

development, NCB executives established a branch

1974, the bank opened a representative office in

in Petrograd on January 15, 1917. Just two months

Moscow on Karl Marx Avenue. Six years later, with

later, the tsar was forced to abdicate and a new,

the onset of the Afghanistan War and increasing

liberal government took power. Even as the

tensions between the East and the West, the office

battles raged in the streets of Petrograd, the bank

was shut down.

First National City Bank branch in Russia, Petrograd, 1917
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St. Petersburg

Kiev

Moscow
Nizhniy Novgorod
Ryazan

Kazan
Yekaterinburg

Samara

Rostov-on-Don

Ufa
Krasnodar

Volgograd

Novosibirsk

Atyrau
Astana
Aqtau

Almaty

In 1992, following the collapse of the Soviet Union

In 1998, Russia was hit by a financial crisis; although

and emergence of the Russian Federation on

many other international banks left, Citi remained.

the global marketplace, Citi once again had the

As a result, Citi Russia became stronger and greatly

opportunity to open a representative office in

expanded its presence in the Russian market.

Moscow. Having opened its office on October 1,

In November 2002, the bank launched a retail

1992, by November 1, 1993, the bank had received all

banking business and began to expand its presence

the necessary licenses to provide banking services

with new branches and sales centers. By 2010,

in the Russian Federation, thus becoming one of

Citi’s retail operations in Russia were serving more

the first international banks to enter the Russian

than one million Russian clients.

market. In January 1994, Citi was inaugurated as
a financial institution focused on corporate banking

In 2010, Citi acted as the joint lead manager

services, financing and trade.

of a USD 5.5 billion bond placement for Russia,
the second largest dollar debt placement by

In 1995, Citi advised Mosenergo — the largest

an emerging market and Russia’s first placement

generating company operating on fossil fuel

in the global capital markets since 1998.

in Russia – on the first-ever ADR issue by a Russian
company. It was Citi Russia’s first major deal

Today, Citi in Russia, represented by ZAO Citibank,

after its opening. On February 7, 1996, the bank

is one of the largest and best capitalized banks

opened a branch in St. Petersburg, where Citi

in the country. More than 3,000 institutional clients

engaged in business and development financing

and over one million retail customers are served

for government bodies and a wide spectrum of

by Citi’s 3,500 employees in more than 50 branches

corporate clients.

located in 12 cities across Russia.

About Citi
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Management Board

Zdenek Turek

Igor Marmalidi

Chairman.
Citi Country Officer for Russia,
Citi Division Head for Central and
Eastern Europe

General Counsel, Citi Russia & CIS

Nataly Nikolaeva

Ruslan Belyaev

Sergey Korotkov

Natalia Belaya

Head of Government Affairs,
Citi Russia

Citi St. Petersburg Branch Manager

Retail Banking Business Head,
Citi Russia

Cash Management Head for Citi
Russia & CEE, Client Delivery Head
for Citi Russia & CIS

Board of Directors

Andrey Kurilin
Chairman.
Risk Head, Citi Russia & CIS

Amit Sah

Allan Levy

Michael Berner

Richard Smith

Consumer Banking Head,
Citi Russia

Chief Financial Officer,
Citi Russia & CIS

Consumer Lending Business Director,
Citi Russia

Compliance and Controls Head,
Citi Russia & CIS
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Awards

Russian leaders
in Corporate
philanthropy

best Consumer
internet bank in Russia

best primary eurobond
placement in 2011

best Cash Management
house in Cee

for the organization
of vimpelcom’s
eurobond placement

best program

best Corporate /
institutional internet bank
Cis

2011

2011

2011

2011

best fX provider
in Russia

best Сonvertible
issuance in Cee
(Cee / Russia)

deal of the Year:
Russia’s eurobond

best sovereign bond:
Russia’s eurobond

2011

2011

2011

2011

best Convertible
issuance in Cee
(Cee / Russia)

best Depositary
Receipt programme:
mail.ru

best trade finance
provider in Russia

lead Domestic Cash
Management bank
in Cis

2011

2011

2011

2011
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Ratings

Citibank is among the Top 20 banks in Russia by total assets and Top
10 most profitable banks in Russia according to Kommersant Dengi magazine
(September 2011). Citibank is among Russian banks with BBB+ rating by
Fitch (AAA on the national scale); no banks in Russia have a higher Fitch
rating. In March 2011, Forbes recognized Citibank among most reliable banks
for the third consequent year.

Kommersant Dengi (September 2011)

9

th

16

th

place by profit

Fitch Ratings (18.01.2012)
■■

IDR: affirmed at ‘BBB+’;
Outlook Stable

place by capital
■■

19

th

place in consumer loans

27

place in consumer deposits

th

Short-term foreign
currency IDR:

place by assets

24

th

Long-term foreign currency

affirmed at ‘F2’
■■

National Long-term rating:
affirmed at ‘AAA(rus)’;
Outlook Stable

■■

Support Rating:
affirmed at ‘2’

2

nd

pcontributing
lace among top Russian banks
to the customer

■■

affirmed at ‘bb+’

experience in retail banking
Customer Experience Index
by PricewaterhouseCoopers, January 2011

Viability Rating:

■■

Individual Rating: ‘C/D’
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2011 Milestones and Accomplishments
February 17. Citi acted as Joint Lead Arranger and

“We celebrate our first major anniversary in

Bookrunner of Credit Europe Bank’s new RUB bond

the South Federal District with good financial

issue series 06 with a nominal value of RUB 4 billion

indicators. We are very pleased to see Citi as

with a 3-year maturity and 1.5-year put option.

a reliable partner for the Rostov clients. Our key
objective for the future is to continue providing

March 29. Citi acted as Joint Manager of OTP

professional, accessible and high-quality services

Bank’s RUB 2.5 billion bond issue. The issue matures

to our clients”, said Zdenek Turek, Citi Country

in 3 years with semi-annual coupon payments. The

Officer for Russia. “I extend my sincere gratitude

bonds were placed on MICEX through a book-build-

to all of our clients for their trust, as well as to our

ing process.

branch employees for their dedication and high
level of professionalism.”

June 6. Citi celebrated five-year anniversary
of operations in Rostov-on-Don. Since opening,

“The short-term development plans for the

the Donskoy branch of Citi has successfully

Donskoy branch include the launch of new services

met its business targets and demonstrated

and financial products, development of Citigold

dynamic growth across all business segments,

client services, enlisting new partners to offer

becoming one of the key participants in the

special terms to Citi cardholders, as well as further

local financial services market. Today one

growth of educational, charity and social programs

out of every 20 people working in the region

in the region,” noted Igor Trepov, Donskoy Branch

is a Citi client.

Manager, Citi in Rostov-on-Don.

About Citi
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Signing of agreement
between HSBC and Citi

Zdenek Turek, Citi Country Officer for Russia,

June 14, 2011.
ООО HSBC selected ZAO Citibank as its preferred bank partner as it exits retail banking
operations in Russia. HSBC’s retail clients in Moscow and St.
Petersburg will have the option
to transfer their current and
deposit accounts to Citi Russia
through a standard bank account
opening procedure. In addition,
through its wholly owned subsidiary HSBC Russia, HSBC has
agreed to sell certain elements
of its Russian retail banking business to ZAO Citibank. The gross
asset value of the businesses
to be sold was approximately
RUB 305.8 million (USD 10.7 million) as of March 31, 2011.

said: “This agreement builds on Citi’s strategy to
become the leading bank in Russia for middle class,
emerging affluent and affluent clients. Russia is
a priority market for Citi globally, and it has been
developing its footprint and client portfolio organically since the launch of consumer banking
here in 2002.”
Amit Sah, Consumer Banking Head,
Citi Russia, said: “We welcome new clients to
Citi and assure them that we will do everything we
can to make this transition seamless and beneficial
for them. We are looking forward to offering our
new and valued customers the best of Citi’s
technological capabilities, responsive service and
unique products.”
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Opening of Citi’s first
sales and service center
in St. Petersburg

Amit Sah, Consumer Banking Head,

June 16, 2011

Citi Russia, said: “We are focused on creating

Citi inaugurated its first sales and
service center in St. Petersburg. The
center, located at the Galeria – the
city’s biggest shopping mall, will provide access to all major banking services as well as professional consultations when the bank’s clients visit the
mall to shop. Customers will be able
to perform such essential functions
as submitting applications for credit
cards and consumer loans, quickly
and effectively liaising with CitiPhone,
getting access to Citibank Online,
as well as solving a number of client
service issues – for instance, subscribing or unsubscribing to CitiAlert and
E-statements, and more.

high-tech banking solutions for our clients in Russia,

About Citi

leveraging our global expertise and experience.
The concept of the sales and service center is an
innovative and flexible tool that, on the one hand,
enables us to provide timely and efficient service
to our one million retail clients and, on the other
hand, helps the bank operate in a cost-efficient way.
In April, we successfully launched three centers of
this type in Moscow. We will be gradually expanding
this network to Russia’s regions in the future.”
Citi’s fully operational sales and service center has
interactive equipment — such as a multifunctional
ATM, Internet booth, CitiPhone, information touch
screen and plasma board.
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July 21. Citi’s Global Transaction Services busi-

If clients activate a new Citi Select credit card,

ness, acting through Citigroup Global Markets

they can receive welcome points based on the type

Deutschland AG., was appointed by PhosAgro as

of card. A client needs to make purchases total-

the Depositary Bank for its London Stock Exchange-

ing RUB 10,000 or more within the first 60 days

listed Global Depositary Receipt (GDR) program.

from the date of issuance to earn 10,000 Select

PhosAgro is a Russia-based, vertically integrated

Points on their Citi Select World MasterCard® and

global leader in the phosphate fertilizer industry.

20,000 select points — on their Citi Select Premium
World MasterCard®. Also, for the whole term of the

August 2. Citi acted as Joint Lead Manager

validity of the card, a client gets 1.5 points for every

of a RUB 5 billion bond issue series BO-01 for

RUB30 spent with a Citi Select World MasterCard®,

OTP Bank. It was the second successful bond place-

and 2 points — for every RUB 30 spent with a Citi

ment for OTP Bank on the Russian debt capital

Select Premium World MasterCard®. Depending on

market after a debut issue in March.

the aggregate spend with Citi Select credit card,
a client can earn an incremental annual bonus of

August 8. Russian Agricultural Bank and Citi an-

10,000 or 20,000 Select Points, respectively.

nounced the closure of the deal to provide Russian
Agricultural Bank with a 1-year trade finance loan.

“Every year Russia’s growing middle class

The loan is denominated in Russian rubles and

demonstrates an increasing demand for high-quality

amounts to the equivalent of USD 100 million.

banking products,” says Michael Berner, Consumer
Lending Business Director, Citi Russia.

November 3. Citi acted as Joint Lead Manager for

“Our rewards program will empower our clients

OTP Bank’s RUB 4 billion bond issue. The transac-

to choose their own lifestyle thanks to its depth

tion was the 1st non-investment grade bond offering

and convenience. We plan to issue a few hundred

fully distributed in the local primary market in the

thousand Citi Select credit cards in the next

last 3 months.

three years.”

November 10. Citi acted as Arranger for a bond

As of the launch date, a total of 11 companies — local

issue for Gazprom Capital. Gazprom Capital’s series

and international airlines, hypermarkets and super-

03 bond issue with a nominal value of RUB 15 billion

markets, electronics equipment chains, as well as

was backed by a guarantee from Gazprom.

rewards programs — had partnered with Citi on this
program. The network of participating partners is

December 1. Citi Russia launched Citi Select,

expected to grow. The affinity program will cover all

a unique universal rewards program enabling

Russian cities where Citi is present.

program participants — holders of Citi’s debit and
credit cards – to exchange points (Select Points)
for bonus points or miles in affinity programs offered by Citi Select’s partner companies. Clients
can also choose to convert the bonus points into
cash back.
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Malcolm McLean, the owner of a transport company, found a convenient way to transport
goods on both land and sea, proposing that ships be refitted to carry removable truck
containers, thus greatly streamlining land and sea transport. Citi financed his project,
which eventually led to the invention of the universal shipping container. Today such
containers are used for the vast majority of cargo shipments worldwide.
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Macroeconomic Overview
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The agricultural sector also performed well, with
output up 16.1% year-on-year, rebounding from the
nearly 10% contraction seen in 2010. The unusually
rich harvest is credited for helping deliver the
unprecedented low inflation in 2011.
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Construction rose 4.8% in 2011, up from a 3.2%
gain the previous year. The manufacturing sector
continued to expand in 2011 (6.1%), albeit at
a slower rate than in 2010 (8.3%). Retail sales
jumped 7.2% in 2011, helping drive up imports, which
rose 30% to an all-time high of USD 323.3 billion.

9
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Although natural resources production advanced
only 1.7% on the year, higher global commodity
prices resulted in a 30% increase in total export
revenues, which reached USD 521.4 billion. The
energy sector continued to account for more
than 60% of Russia’s export revenues and 50%
of the federal budget. Urals crude averaged
USD 109 a barrel in 2011, 40% more than USD 78 in
the previous year, helping create a budget surplus
of 0.8 percent of the GDP in spite of initial forecasts
of a shortfall.

GDP* (according to MinFin)

Russia’s economy grew modestly in 2011, holding
steady for the second year straight at 4.3% GDP
growth and pushing the country beyond its
best pre-crisis performance in most economic
indicators. Notably, inflation was at its lowest ever
in Russia’s modern history, dipping to 6.1% for the
year, down from 8.8% the previous two years.
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The Russian ruble strengthened for the most of
the first half of the year only to subsequently lose
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The current account surplus expanded to
USD 101 billion in 2011 but was largely drained by
capital outflows, which surged to USD 84.5 billion
for the year, the highest level since 2008. This was
driven partly by the Central Bank’s move toward
a more flexible exchange rate regime and the impact
of shifts in investors’ mood globally. Another notable
factor in the capital outflow was domestic banks
and corporates accumulating assets abroad. Banks
increased their foreign assets by USD 34 billion in
2011. Net FDI were negative at about USD 20 billion in
2011. Withdrawal of portfolio investments contributed
only USD 4 billion to outflows.
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approximately 15% in value from its peak against the
dollar and end the year at above 32 rubles to the
dollar.

gradually increased from August (8.0%) and to
December (9.6%), reaching the highest level since
September 2010.

Perhaps the biggest economic news of the year in
Russia was the country’s accession to the WTO, the
final agreement for which was sealed in December
2011. However, this process is not finished and the
effects of WTO membership on Russia’s economic
will only become apparent in the years to come.

Sector regulatory capital adequacy ratio decreased
from 18.1% in 2010 to 14.7% in 2011, as risk-weighted
assets grew faster than bank capital and the Central
Bank introduced higher risk weights for certain
types of assets.

Banking Sector Overview**
Overall, the Russian banking sector demonstrated
solid growth in 2011, with the core quantitative
indicators (such as assets, equity capital, loan
portfolio, etc.) demonstrating positive trends. In
particular, corporate loans increased 26.0% yearover-year (yoy) and retail loans surged 35.9% yoy.
Deposit growth remained effectively unchanged in
2011 supported by the corporate segment (+25.9%
yoy). At the same time, inflows of retail deposits
continued (up 20.9% yoy) but at a slower rate
than the previous year (31.2% yoy), as real deposit
rates turned negative and consumer spending
accelerated.
However, not all the numbers coming out of the
year were positive and the situation at year-end
sharply contrasted with the start, as the market
shifted from a liquidity surplus to a liquidity deficit.
Following two quarters of expansion, sector margins
fell 4 basis points in the fourth quarter, as higher
yields on corporate loans were offset by faster repricing of corporate deposits. Retail funding costs
continued to decline over the quarter, supported by
maturity of expensive term deposits and inflows of
current accounts towards the end of the year.
Russian banks started to raise deposit rates in
autumn. As a result, the average rate on new
term retail deposits (less than one year, excluding
Sberbank) increased from 6.2% in August
2011 to 7.8% in December 2011 and the average
new retail deposit rate moved from 5.1% to 6.7%
over the period.
The average lending rate for new corporate
loans (less than one year, excluding Sberbank)

Sector-wide, non-performing loans (NPLs) rose by
8.6% yoy in 2011, but the NPL ratio decreased from
5.7% in 2010 to 4.8%, driven by loan book expansion.
Retail overdues added 3.1%, but again strong loan
growth drove a decrease in the retail NPL ratio
from 6.9% to 5.2%. Corporate overdues increased by
10.7%, while the corporate NPL ratio stood at 4.6%
compared with 5.3% at the end of 2010.
By the end of the year, banks faced a situation in
which the demand for loans remained high yet the
uncertain global financial situation and liquidity
constraints put to question the prudence of further
expanding their loan portfolios. This resulted in
continued upward pressure on lending rates and
a greater focus on liquidity and risk management.
On the whole, the negative impacts of external
shocks did not destabilize the Russian banking
sector in 2011. However, the year ended with
a substantial higher risk profile for the sector, which
was reflected in the outlook of international ratings
agencies with regard to financial institutions in
Russia.
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Creation of the world’s largest shortcut via the Panama Canal led to a boom in global
trade, the growth of world economies, the emergence of new markets and new jobs.
Thirty million cubic meters of earth were removed to connect the Atlantic and Pacific
oceans, today saving 15,000 ships a year from having to round the tip of South America.
At the request of American president Theodore Roosevelt, Citi played a role in financing
the construction of the canal.
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Main Business
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Corporate and
Investment Banking
Citi is the preeminent global investment banking firm as
well as the foremost global underwriter in combined equity
and debt issuance. The unit comprises Corporate Banking
and Investment Banking.

Slava Slavinskiy
Head of Corporate and Investment Banking,
Citi Russia & CIS

Citi has cutting-edge
capabilities in every part
of the globe for virtually every
financial services product that
our clients need.

In 2011 Citi Russia was ranked
#5 in Overall Banking Rating
and #2 among High Yield Debt
Originators in Russia (Source:
Dealogic, 2011).

Our bankers are organized into industry, product and regional groups and work closely with our partners in capital
markets, sales and trading, research and global relationship banking to offer customized financing strategies for
our clients. This combined expertise allows us to offer the
most innovative and comprehensive ideas and solutions in
all market conditions by bankers that have in-depth industry knowledge, local market acumen, product creativity
and execution expertise.

Corporate Banking
The Corporate Banking unit is a leading provider of financial services to top-tier multi-national clients around the
globe, serving the financial needs of the world’s preeminent corporations and financial institutions.
Our relationship bankers have a comprehensive understanding of the wide range of complex financial issues facing our clients and the broad set of services offered by Citi.
This understanding allows us to effectively deliver innovative solutions to our clients, wherever they are located.
Relationship bankers partner with product specialists to
provide a full array of corporate banking solutions, from
cash management, foreign exchange, trade finance, custody, clearing and loans, to capital markets, derivatives,
and structured products. They also engage our investment
bankers to deliver investment banking capabilities to our
relationship clients.

Investment Banking
The Investment Banking unit provides comprehensive
financial advisory and capital raising services to top corporations, financial institutions and governments worldwide.
Clients receive tailored financial solutions and strategic
advisory services on a wide range of M&A transactions and
capital-raising activities including mergers, acquisitions,
divestitures, financial restructurings, underwriting and
distributing equity, debt, and derivative securities.

Main Business
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Fixed Income,
Currencies
and Commodities

Denis Korshilov
Head of Fixed Income,
Currencies and Commodities, Citi Russia

Citi is the leading local
market maker in FX and
Government bonds trading,
a position which is supported in
part by our robust eCommerce
Trading Platform. Our extensive
portfolio of products and services
allows us to offer structured
solutions designed to provide
maximum benefit for each client.

Our Fixed Income, Currencies and Commodities
(FICC) business manages the bank’s FX position,
Strategic Investment book (AFS), balance sheet
and liquidity. FICC provides the full range of
Treasury services to corporate and institutional
customers: FX (spot, forward, swap), Bonds
Trading (incl. brokerage), Derivatives (IRS,
Commodity, X-CCY), Repo, and eCommerce access
to the markets.
In May 2011 Citi was ranked No.1 in the Corporate
Space in Russia in the prestigious Euromoney
FX Poll, demonstrating of clients’ recognition of
Citi’s leadership, expertise, innovative solutions
and superior client service. The survey is a leading
review of FX providers and services and is
considered to be the benchmark for the FX industry.
Our liability base is stable, diversified and growing,
and we continue to develop our portfolio of
trading products and services. In 2011 the trade
and transaction volumes of existing customers
increased and we also attracted a number of new
clients.
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Equity Sales & Trading
Citi Equities in Russia offers a full range of
products, including cash equities, derivatives,
Delta 1, structuring, equity finance, prime brokerage
and investment research. Our team specializes in
Equity High-Touch Execution of cash equity orders
on Russian markets.
Our sales provide international and domestic clients
with invaluable information on the Russian equity
market, based on detailed analysis performed by
Citi’s in-house Equity Research team. Our trading
offer covers not only stocks traded on the MICEXRTS but also depositary receipts on LSE.

Igor Kan
Head of Equities Sales and Trading,
Citi Russia

Our Equities team boasts
both strong domestic market
insight and global access, and
we can leverage Citi’s custody
and treasury to execute
transactions.
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Despite facing numerous external challenges
in 2011, including market volatility and a lower
appetite for risk, the Equities business performed
very well, with a 50% year-on-year increase in
commission revenues from the Russian desk. At
the same time, in line with Citi’s position globally,
proprietary trading was reduced, thus lowering the
bank’s exposure.
In 2011 we added a number of new professionals
both on the sales side and in trading to further
bolster our advanced equities platform. This
will also help us capitalize on new opportunities
emerging with the launch of trading on the Russianlisted derivatives exchange and marginal cash
equity trading as well as by providing DMA for
international clients.
The Russian desk earned USD 15.7 million in
commissions from brokerage services, which
is markedly up from the USD 10.5 million in
commission revenues earned in 2010. Worldwide,
Citi earned USD 22 million of commissions
from the trading of Russian stocks. The cost of
funds was down dramatically to USD 1 million
from USD 5.2 million the previous year and
USD 15.3 million in 2009.
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Citi Transaction
Services
Citi Transaction Services (CTS) offers integrated
Cash Management, Trade, Securities and Fund
services to more than 4,000 multinational
corporations, financial institutions and public
sector organizations. Our unique Cash Management
solutions and platforms enable our clients to link
their international subsidiaries into one banking
system, providing end-to-end servicing and
financing of their trade needs.

15.3

Emre Karter
Transaction Services Head,
Citi Russia & CEE

5.2
1.0

As a leading custodian in Russia, Citi offers
international brokerage and investment banks
a unique settlement bank solution combining
Custody, Agency and Trust, Depositary, Cash,
Treasury and other key services.
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In 2011 Citi Transaction
Services in Russia
demonstrated a strong
53.70
performance, increasing
45.72
the top line by
18% from the
42.47
39.21
previous year, driven
by high
32.53
volumes and new client wins
in Cash, Trade and Securities
Services. This once again
underscores our strong
position in the market and
the advantages provided by
Citi’s global reach.
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In 2011 we executed a number of impressive deals.
CTS arranged a Trade Advance to Sberbank
totaling USD 300 million, the largest loan of
this type provided to Sberbank by a sole lender.
Aeroflot named Citi “Financial Partner of the
Year” after we helped deliver three Airbuses
330 to Russia’s flagship airline. CTS Agency &
Trust completed a $4.5 billion share buy-back by
Norilsk Nickel, providing to the client a variety
of offshore and onshore roles. Citi Russia’s DCC
team provided a great solution for executing over
10,000 sales agreements with the investors who
tendered common shares and settling more than
8 million shares during the offer period. Another
major accomplishment of the year was the delivery
of innovative receivable, budget monitoring,
liquidity management solutions specially tailored
for MegaFon. CTS also won a joint domestic Cash
Management mandate for Severstal thanks to our
technological superiority and unique solutions.
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Global Subsidiaries
Group

Maria Ivanova
Global Subsidiaries Group Head,
Citi Russia & CIS

Corporations with
operations spanning multiple
countries and continents
understand the value Citi
provides in the scope, quality
and consistency of our services.
Our team of professionals
fully grasps the wide range
of financial issues facing
our clients both in Russia
and internationally, and this
understanding allows us to
deliver innovative solutions in
trade services & finance, cash
management, fixed income,
commodities and currencies.

Main Business

Global Subsidiaries Group (GSG) provides the full
range of working capital and risk management
solutions, assisting multinational corporations
in managing their operations in Russia — around
the clock, from around the globe. Our industryleading expertise, embedded in local markets for
on-the-ground coverage, combined with our global
relationship management structure, works for the
benefits of our clients, seamlessly coordinating and
implementing cross-border financial solutions and
opening new markets.
GSG relationship bankers partner with product
specialists to provide a full array of banking
solutions, from cash management, foreign
exchange, trade finance, custody, clearing
and loans, to capital markets, derivatives, and
structured products. As an integral part of
Citi’s global network, our bankers act as a gateway
to offer our clients unprecedented access to
services and solutions globally.
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Commercial Bank

Victor Rozhkov
Commercial Bank Head, Citi Russia

While commercial banking
is a relatively new business
area for Citi in Russia, this
fast-growing and profitable
business has excellent potential.
Providing international
connectivity to best Russian
companies expanding abroad
and Citi customers elsewhere
coming to Russia, we always
place clients’ needs first.
Unlike many competitors in our
segment, we use integrated
approach to servicing our
customers combining corporate
and consumer banking platforms
and uniting top-notch banking
capabilities and personalized
attention to clients’ needs with
the scale of consumer bank.

Our Commercial Bank was launched in Russia in
2008 to serve small and medium-sized Russian
and international companies with annual turnover
of up to USD 500 million. It currently has over
1,700 clients and is part of Citi global commercial
banking network that operates in 32 countries. We
specialize in Cash Management, Foreign Exchange
and Treasury Solutions, Loans and Trade Finance,
and International and Trade Services.
In 2011 our Commercial Bank demonstrated strong
revenue and EBIT year-on-year dynamics, growing
75% and 81% respectively. We strive to provide
clients with top quality customer service and
maintain a high level of customer satisfaction.
The 2011 Voice of Client survey indicated Overall
Customer Satisfaction of 82%, Overall Satisfaction
with the Customer Service of 89% and the Net
Promoter Score of +17%.

36

Retail Bank
Our Retail Bank has been a pioneer in the Russian
consumer banking market. We were the first bank in
Russia to offer full-service Internet banking to our
clients, the first bank to introduce cash-in ATMs,
the first to offer 24/7 phone banking channels, and
the first to launch real credit cards, including credit
cards with a grace period.

Sergey Korotkov
Retail Banking Business Head, Citi Russia

During this very eventful
year in Russia, we concentrated
our efforts on providing
our clients with innovative,
dependable and convenient
banking services. Among
other things, this included
further expanding our Internet
banking options, diversifying
our investment products and
introducing a flexible, clientfocused loyalty program.

Now serving more than 1 million retail customers
through more than 50 retail branches throughout
Russia, Citi offers clients multi-currency checking
and savings accounts, credit cards, personal loans,
a diverse assortment of investment products, and
a payroll package for salaried employees. We have
one of the best Internet banking services with Citibank Online and a 24-hour banking support through
our call center CitiPhone.
We also ramped up our efforts to promote our premium banking package Citigold, increasing brand
awareness from 17% to 62%, and introduced Citi Private Client, a new exclusive package for privileged
clients offering personalized portfolio management
and investment products tailored to individual client
preferences.
Other key developments in 2011 include the inauguration of our sales and service centers in St. Petersburg. This project not only brings our services
close to the client, it also helps reduce the cost of
services, which is an advantage that we can pass
along to the consumers.
We also launched sales of investment mutual fund
products from UralSib, thus expanding and diversifying the array of opportunities available for
our clients. More recently the mutual funds of JP
Morgan and VTB Capital Asset Management were
added to this mix.

Main Business

37

Consumer Lending
The mission of our retail lending programs is to
improve the lives of our customers. This means
making money accessible on demand, providing
best-in-class products and services, and applying
savvy and convenient technologies to benefit our
clients.

Michael Berner
Consumer Lending Business Director, Citi Russia

Our credit card reward
products are the most exclusive
and diverse available in Russia.
Furthermore, over 1700 brands
and 5000 retail locations across
the country provide cardholders
with special discounts of up to
20% for purchasing with Citi
bank cards. So it is no surprise
that our credit card business is
the market leader in merchant
sales volumes.

The main focus of the Consumer Lending department is on Credit Cards and Personal Loans,
which are the key contributors to the Consumer
Bank’s revenues and earnings. These fast-growing
businesses consistently demonstrate double-digit
revenue growth, and 2011 was no exception. The
department also manages our overdraft coverage
system and mortgage programs.
In 2011 we launched Citi Select, a unique universal
rewards program enabling the participants of the
program – holders of Citi’s debit and credit cards –
to exchange points (Select Points) for bonus points
or miles in affinity programs offered by Citi Select’s partner companies. Clients can also choose
to convert the bonus points into cash back.
A number of other innovative programs were
launched, including EMV and PayPass contactless
bank payment, new service and payment centers,
commission-free loan repayment via the Elecsnet
terminal network, and much more. At the end of
2011, Citibank had approximately 500,000 credit
card customers in Russia.
Consumer Lending will continue to be the priority
business to grow by delivering best-in-class value
and service to our customers.
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In 2010, the number of Citibank’s clients in Russia exceeded 1 million for the first time. To
mark this milestone, volunteers planted one million pine trees in the Far East in the spring
of 2011 and continue to care for them to this day. These trees are a crucial element of the
food chain and make an important contribution to the biodiversity of this unique region.
This project was implemented in partnership with the World Wildlife Fund (WWF). In April
2012, this area became part of a newly designated national park, which serves to protect
an endangered population of more than 50 Amur leopards.
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Corporate Citizenship
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Our responsibility as a global
financial institution is to put our
money, talent, experience and
products to work in communities
where access to financial services
is limited, and to strive to include
more people in the financial system.
Citi’s giving record has spanned our
200-year history and benefited millions
of people around the world.
In recent years, we have aligned our philanthropy
strategy and financial inclusion objective.
In practice, this has meant selecting areas of focus
where we can contribute financial resources and
business expertise toward programs that help
low- to moderate-income people gain economic
independence. In 2011, Citi and the Citi Foundation
gave more than $121 million to support nonprofit
organizations in communities where our employees
and customers live and work.

The mission of the Citi Foundation
is to facilitate the economic
empowerment and financial inclusion
of low- to moderate-income people in
communities where Citi operates.

Corporate Citizenship
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We utilize a results-oriented measurement

Over the past ten years more
than USD 8 million has been
invested in social programs
in Russia.
Citi Foundation grants were
distributed in Russia in
2010-2011 in the following
categories and amounts:

framework that informs the way we assess
the impact of the programs we fund. Every grant
is carefully tracked to identify ways to ensure
success and understand what works and why.
This framework helps us define more clearly the
results we seek in each of our core focus areas,
which include:
■■

increases in the number of low- to moderateincome adults and/or youth who adopt positive
financial behaviors and accumulate and preserve

Financial Capability and Asset
Building — USD 450,000
Microfinance — USD 370,000

Financial Capability and Asset Building —

financial assets.
■■

Microfinance — increases in the level
of professionalism of microfinance organizations

Enterprise Development —
USD 900,000

and the expansion of the spectrum of financial
products for emerging entrepreneurs, small
business and low-income individuals.

Youth Education — USD 320,000
■■

Enterprise Development — increases in
the number of micro or small enterprises
that provide new income generation and/or
employment opportunities.

■■

Youth Education — increases in the number
of low-income youth, ages 13—25, who complete
secondary school and obtain postsecondary
education or become employed with a salary
above the minimum wage

For each of our core priorities, we strive to establish
partnerships with organizations which demonstrate
an affinity with the principles of sustainable
development and use an environmentally balanced
approach in their programs.
In 2011 the Citi Foundation spent USD 1 million on
social programs in Russia, which together with
other philanthropy donations brought the Citi’s total
giving in Russia for the year to USD 1.3 million.
Worldwide the Citi Foundation spent a total of
USD 78 million on social programs in 2011.
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Financial Capability
and Asset Building

Web portal on financial literacy
Citi’s main partner in financial literacy programs
in Russia is the New Economic School (NES).

Research indicates that access to financial products

In 2011 NES and Citi Russia launched a new

and services such as savings, payments, and credit

multimedia educational portal on financial literacy

that are tailored to the needs of lower income

www.fgramota.org.

and unbanked people can make a positive impact
in their lives, enabling them to participate in the

This project incorporates a financial game, online

economy. Yet, even as they gain exposure and

book, tests and a glossary, all of which make

access to financial services, limited capability to

working on one’s personal finances not only a useful

understand options and terms of use of available

but also an entertaining activity. This resource is

products can further hinder their economic stability.

primarily oriented toward youth who have Internet

Achieving proficiency in making short-term and

access and are interested in acquiring practical

long-term financial plans, attaining associated

knowledge and skills for managing one’s personal

goals, understanding and selecting suitable financial

finances.

products as well as implementing strategies for
dealing with financial adversity are critical elements

More than 120,000 Russians have visited the

for establishing economic security over the course

www.fgramota.org portal during the first 7 months

of their lives.

since its launch.

A strong understanding of the basic principles

The main objective of www.fgramota.org is

of financial products and how to use them is an

to present materials on personal finance in an

essential element in achieving financial inclusion.

interesting, convenient and useful way using the

In 2011, we invested more than USD 25 million in

modern edutainment approach. One can engage in

financial capability and asset building programs

self-study with the web-book, learn the terms with

that will enable more than 1.2 million people

glossary, check his knowledge via tests, and gain

globally to build their financial knowledge and put

practical investment skills with the Portfolio game.

that knowledge into action to reduce their debt
and/or increase their savings. Our grants support
programs that go beyond standalone classroombased financial education to promote changing

Out of 120,000 people who visited the
website, over 7,000 people completed
the Portfolio game or the final test.

people’s financial behaviors. These programs
employ a comprehensive approach that combines

More than 7,600 people became members of

financial knowledge and skill building with coaching

the fan clubs on Facebook and Vkontakte, which

and access to financial products and services for

organized discussions and competitions on various

low- to moderate-income people.

aspects of financial literacy. The best ideas in
the competition on Best Proposal to Improve the
Portfolio Game were used in developing the second
version of the game.
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Work with pedagogical universities
In 20011 the New Economic School with support
from the Citi Foundation, implemented a financial
literacy program that targeted future school
teachers and helped them develop knowledge in
personal finance, which may be later applied in the
school.

In total 20 faculty members of two
teacher training universities
participated in a special training
program led by the NES specialists.
Subsequently, the faculty members
have provided training courses
to 1,244 students in Moscow and
St. Petersburg.
Financial literacy courses were based on the
textbook “Financial Literacy” developed by the
NES specialists. Students learned how to construct
a personal financial plan, how to invest, and how
to use different financial instruments (deposits,
loans, mutual funds, insurance products, etc.).
After completion of the course, majority of students
have successfully passed the financial literacy test
(over 70% of correct answers), whereas only 3% of
students had demonstrated such results prior to
starting the course.
Following participation, 95% of students assessed

■■

■■

www.fgramota.org

the level of instruction and the financial literacy

120,000 visits, 8 million hits

included faculty members from Herzen State

More than 7,000 people
completed the Portfolio game,
with more than half of them
outperforming inflation

Moscow City Teachers Training University.

textbook as either Excellent or Good. The program
Pedagogical University (St. Petersburg) and the
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Support of
Entrepreneurship
and Development
of Microfinance

Program with the Graduate School
of Management at St. Petersburg
University

Jobs are a foundation of economic opportunity

small business training course. The program

and can be key drivers of financial inclusion.

was specially developed by the Department of

Employment provides consistent income and skills

Strategic and International Management at GSOM

training for those seeking to move into the formal

SPbU and headed by program director and docent

economy. While the perception is that large multi-

Olga Verkhovskaya, the participants studied the

national companies are the lead job creators, small

fundamentals of project management, financial

enterprises create more jobs than any other segment

decision-making principles in project work, and the

of the economy. Successful job creation takes the

basics of project team management.

The Graduate School of Management at
St. Petersburg University (GSOM SPbU) with
support from the Citi Foundation held a special

alignment of multiple factors. Appropriate conditions
must be in place to ensure that entrepreneurship

On a competitive basis, 40 entrepreneurs with the

can thrive, business owners can hire, and products

best projects were selected to participate in the

and services can be provided. Access to appropriate

program. The selection process evaluated not only

financing, human capital development, alignment

the economic effectiveness of the projects but

with environmental impact, and supportive

also their social impact, including the possibility of

government policy are all necessary components to

creating new jobs. Already 25 projects have been

driving job growth.

successfully launched and 14 more are in different
stages of development.

In 2011, the Citi Foundation invested more
than USD 10 million to support the creation or
expansion of 18,000 enterprises, and an additional

40 small businesses in St. Petersburg
create 400 new jobs in 2011.

5,000 employment opportunities for low-income
people. Last year the Citi Foundation also spent

During the program, projects were developed in

approximately USD 8 million to build the institutional

a diverse range of areas – eco-production, services

and management capacity of microfinance

(including services for socially disadvantaged

institutions, intermediary organizations and industry

groups), medicine, information technology,

networks that are expanding the supply of their new

construction (including eco-standardized), social

asset building financial products and services.

programs, upgrading and development of transport
infrastructure, agriculture, and commercialization
of scientific research services for business use.
The textbook “Management of an Entrepreneurial
Firm”, written by docent of the Department of
Strategic and International Management at GSOM
SPbU Galina Shirokova, was presented at the
roundtable where the program’s results were
reviewed. The textbook covers the main principles
for managing an entrepreneurial firm, phases in the
creation and development of a firm, problems faced
by entrepreneurs and offers ways to overcome such
problems.
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Program with the Fund
for Sustainable Development
For the second consecutive
year Citi received a prize in the
category Best Program (Project)
Facilitating Development of Local
Communities and Improvement of
the Social Climate in the Regions of
a Company’s Presence at the awards
ceremony for Leaders in Corporate
Philanthropy.
The awards, which recognize philanthropy
projects throughout Russia, are organized each
year by the business newspaper Vedomosti,
PricewaterhouseCoopers and the Donors Forum,
a coalition of private and non-governmental
organizations working in philanthropy in Russia. The
Ministry of Economic Development acted as a partner
for this nomination category.
Thanks to this program, a joint effort of Citibank and
the Fund for Sustainable Development, more than
300 residents of the Gorodetsky District of the Nizhniy
Novgorod Region and the Nevyansky District of the
Sverdlovsk Region attended business development
training seminars.
Participants had the opportunity to submit
their business plans into a grant contest, which
resulted in the awarding of grants totaling
USD 35,000 for six projects in the Gorodetsky District
and USD 30,000 for five projects in the Nevyansky
District. “Local Communities: Changing Life for
the Better!” helped launch new businesses, which
together created more than 50 jobs, including jobs for
some of the most vulnerable segments of society –
residents of remote communities and disabled people.
In 2011 the successful experience of this program was
also put to use in the Moscow, Leningrad and Ryazan
regions.
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Annual Citi Microenterpreneurship
Awards
The competition for the Award was held for

Sized Enterprises (Belgorod). Prizes were

the seventh time in 2011, with the number of

also awarded in the nominations for Best

nominations increasing 30%, reaching 172,

Credit Expert, Socially Important Business,

a strong sign of the program’s success

Women’s Initiative in Entrepreneurship and
Successful Start-Up. A full list of winners can be

Irina Didenko of Novosibirsk, who runs

found on the website www.rmcenter.ru.

a children’s headdress business, was named
Best Entrepreneur. Best Employer in Micro-

The awards were organized by the Russian

Entrepreneurship for 2011 was Alexander

Microfinance Center, Citi Russia, National

Malyugin, a farmer who has been grown

Partnership of Microfinance Market Stakeholders

potatoes for more than a decade in the town of

(NAMMS) and the Chamber of Commerce and

Omutinskoye in the Tyumen Region. Winners

Industry of the Russian Federation. The event

in the nomination for Best Microfinance

and competition were supported in part by

Organization: Stability and Development were

the Ministry of Economic Development of the

OJSC “Finotdel” (Moscow), the agricultural

Russian Federation, the U.S. Russia Center for

consumer credit union Almazcreditservice

Entrepreneurship, and the Russian Organization

(Yakutsk), and the Belgorod Regional Fund

for Small and Medium Entrepreneurship

for the Support of Small and Medium-

OPORA RUSSIA.
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Album “Small Business and Sustainable
Development of Russia: Best Practices”
Ahead of the awards ceremony at the Russian
Chamber of Commerce and Industry, a roundtable
titled “Is It Easy to Become an Entrepreneur in
Russia? – Pros and Cons,” was held. The problems
of and approaches to supporting small enterprises
were discussed by representatives of state bodies,
public organizations and business.
At the event, Oleg Fokin, Executive Director of
the Fund for Sustainable Development, presented
an album titled “Small Business and Sustainable
Development of Russia: Best Practices”, which was
also created with support from the Citi Foundation.
The album is the first such publication based
One of the success stories
Forest Products LLC (Khabarovsk) was
founded in 1998 by Evgeny Khrustov. The
company produces a wide assortment (over
100 items) of high-quality and useful products
based on forest resources and beekeeping.
The company has product preparation
operations throughout the entire Russian
Far East region, including both seasonal and
year-round facilities. By selling the berries,
mushrooms and herbs they collect to the
company, residents of isolated communities in
the taiga have the opportunity to supplement
their family budgets. The crown jewel of the
business is its salted fern production. The
company’s operations represent a wise and
sustainable use of natural resources.

exclusively on Russian examples of environmental
and social entrepreneurship in various corners
of the country. The full version of the album is
available on the website of the Fund for Sustainable
Development (www.fund-sd.ru).
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Joint program of the Citi Foundation
and RMC Start Your Own Business!
Monitoring indicates that 72% of new entrepreneurs
graduating the RMC and Citi Foundation’s Financial
and Entrepreneurial Literacy Program have
successfully opened their own businesses.
As a part of the program, eight specialists of
microfinance organizations were specially trained,
and they in turn taught 800 people through a course
on the basics of entrepreneurial and financial literacy
titled Start Your Own Business! The course was held
in six regions throughout Russia: Bashkortostan,
Tatarstan, the Kaluga Region, Nizhniy Novgorod
Region, Rostov Region and Samara Region.
The course is primarily intended to assist citizens
without full-time employment who are registered
with employment offices and want to open their own
businesses but yet do not have any experience in
entrepreneurialism. Based on the Start Your Own
Business! course, a methodological guidance manual
has been developed and published (print run — 1000)
for distribution through employment offices.
In addition to the training, the instructors also
provided consultative support on issues related
to business planning and attracting financing for
business development.

Self-employed entrepreneur
Olga Shakhmistova from Samara
A mathematics and physics teacher by
education, following the successful review
of her business plan, Olga used the subsidies
to create a website offering educational
services to schoolchildren and university
applicants. The funds were spent on acquiring
computer equipment and office supplies as
well as the necessary legal support. Olga now
plans to develop an instructional program for
schoolchildren and university applicants to
help them gain admission to the universities
and institutes of their choice.

According to analysis of the program’s results
first-time entrepreneurs increasingly prefer to
open businesses in the services sector (46%). The
previously leading sector – retail, has moved to the
second place with 33%. These figures are the best
indication of a rise in the non-trade sector and the
rising contribution of small business in the GDP and
the diversification of Russia’s economy.
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The success stories of other participants
of the project are available on the
websites www.rmcenter.ru and
www.rusmicrofinance.ru.
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Citi and WWF program
in the Altai Republic
Thirty families in the Altai Republic have opened
their own businesses in the Altai Republic thanks
to a joint program of the Citi Foundation and the
WWF. In 2012 the program is being expanded to the
Republic of Tuva.
The pilot program was launched in 2011 to promote
the development of small business as a means for
preserving the unique natural environment of the
Altai Mountains. The aim of the program is to raise
the level of employment among rural residents of
the Altai Republic through a business basics training
course and business plan contest.

Through this program 580 people
completed the training course and
150 of them subsequently participated
in the business plan contest.
30 business plans were then chosen for
financing in the form of micro grants
totaling 1.3 million rubles.
The initiatives receiving support were those aimed
at developing environmentally friendly businesses:
production of felt and felt products; vegetable
and fruit farming; beekeeping; production of folk
products; ecotourism; creation and equipping of
green homes; work studios for fabricating national
costumes; and production of souvenirs made from
felt, ceramics, wood and bones, etc.
This small-business development program is
unusual thanks to its environmental conservation
component and also the fact that the first stage
entails mandatory training of the rural residents on
the basics of running one’s own business, business
planning, working with grants and much more.
Raising the standard of living of local residents
as an alternative to subsistence based on
unsustainable use of natural resource and poaching
is an environmental conservation method that has
been successfully used throughout the world.
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The Citi Foundation and WWF announced the
continuation of this entrepreneurship development
program in the Altai Republic and its expansion into

Saving energy
and resources

the Republic of Tuva. As a part of this new phase
of the program, more than 500 people will undergo

Our sustainable development strategy is

training on how to open one’s own business with

based on three components: reducing our own

an emphasis on ecotourism followed by a business

“environmental footprint”, proactive assessment of

plan contest with subsequent financing of the best

environmental and social risks in the projects which

proposals.

we finance, and our own investments in solutions
to climate change and other environmental

The main partner for this program in the Altai

challenges.

Republic is a microfinance support fund named the
“Sodeistvie Fund”.

Our operational focus is to reduce our greenhouse
gas emissions through efficiencies. We take
a three-pronged approach: investing in more
efficient equipment such as LED lighting; improving
the performance of existing equipment through
‘smart’ building management; and carrying out
special projects to reduce emissions, such as
using a refrigerant additive that reduces our air
conditioning system’s electricity consumption
by 10 percent. Additionally, we buy energy
from renewable sources to support our LEED
(Leadership in energy and environmental Design)
Green Building program and because Citi believes it
is important to use cleaner forms of energy.
In 2011 we purchased 406 GW-h of green
electricity in seven countries. Over the
past year we have globally reduced
consumption of electricity by 6.6% in
comparison with 2005 levels, and for
Russia this figure was lower by 1.5%.
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Youth Education
Multiyear program for students
More than 90% of the world’s 1.1 billion youth,
ages 15-24, live in the developing world. This
is the largest youth population in history and
governments and communities are struggling
to provide them with high quality and relevant
education and economic opportunities that support
their financial inclusion and enable them to become
productive members of the community. In fact,
according to the International Labour Organization,
this has been the sharpest increase in youth
unemployment ever recorded and today there are
over 81 million unemployed young people in the
world.
Through our investments, we have learned that
pathways to improving the learning opportunities
and economic outcomes for these youth include
acquiring the skills and resources needed to
start their own businesses, become employed or
obtain a post-secondary education. In 2011, the
Citi Foundation invested more than $6 million
in programs around the world that address the
specific needs, in each country, of low-income
young people, ages 13–25. Our investments created
improved employment prospects for 15,600 youth,
providing them with the entrepreneurial training
and access to financing to start their own
businesses or complete secondary or postsecondary education.

In 2008 a program called “Involvement
of Students in Nonprofit Sector”
was successfully realized, bringing
together 1500 students and 70 NGOs
in 5 cities throughout Russia.
In partnership with the public health and social
development fund “Focus Media”, more than
350 students from St. Petersburg, Rostov-on-Don,
Nizhniy Novgorod, Volgograd and Yekaterinburg.
The project provided university students with
the opportunity to acquire knowledge and skills
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for the management of noncommercial projects.
Having received this experience, some of the young
people decided to pursue careers with nonprofit
organizations.
In 2011, this project assumed a new dimension. In
Nizhniy Novgorod at the initiative of students who
had previously participated in the earlier stages of
the project, information for a promotional campaign
(video clips, layouts outdoor advertising, booklets
and posters) were designed and developed.
The campaign received the support of the state
structures and partner organizations and generated
substantial resonance in the community.

In autumn of 2011, the Citi Foundation
and “Focus Media” adjusted the
program to target students of
vocational schools, where those
who attend are more likely to be
from some of the more vulnerable
segments of the population. The pilot
program has been launched at three
colleges in Kolomna in the Moscow
Region. More than 100 young people
will have the opportunity to complete
the training, and receive consultations
and internships at local organizations,
which in turn will improve their
employment prospects.
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Program to assist children
from low-income families
In partnership with the charitable organization
United Way, we provided children from lowincome families the opportunity to take special
preparatory classes for the Unified State Exam and
matriculate to universities and colleges. During
the program the children attend the classes at
the “Taganka Children’s Fund” and “Kovcheg”,
two children’s centers in Moscow. This program
has been in operation since 2009 and each year
approximately 100 pupils successfully graduate
and enter colleges and universities. Thanks to
the individual and group classes on professional
orienteering and improvement of self-esteem with
the help of psychologists, our charges not only
Examples
Anton lives with his mother and bedridden
grandmother. His mother works from
home as a proofreader. Income from
grandmother’s pension and mother’s salary
are barely enough to get by on – never
anything extra. Thanks to additional classes
during the program, Anton got high scores
on his USE on PC skills science and foreign
language and thus entered the Library
Institute into the prestigious applied computer
science department.

enter universities and colleges but also successfully
complete them, while adolescents who do not
attend such classes have a 40% drop out rate
following the first semester of university studies.
This program also helps schoolchildren prepare
for creative exams. This is only possible thanks
to classes on the preparation of creative works that
helped children to pass creative exams with marks
high enough for acceptance into art institutes,
as without such classes only unaffordably expensive
private classes could have helped these aspiring

Dasha was able to pass her music and
solfeggio exams with excellence thanks to
the project and enter a music department of
Pedagogical Institute. Her older brother is
physically disabled, and he requires medicine
which costs 9 euros a day. Her younger sister
is developmentally disabled, and she requires
constant attention, so Dasha’s mother works
as a half-time schoolteacher, leaving home
only when Dasha comes back from school, so
that she can look after her sister. Her father
does not support the family financially and
has no reliable employment.

adolescents.
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Volunteerism
Volunteerism has always been an important part
of Citi’s culture and citizenship approach. We
encourage employees to become involved with
nonprofits and non-governmental organizations
supported by the Citi Foundation.
Supporting employees as they volunteer in their
communities builds stronger teams, fosters
company loyalty, and has a positive impact on the
areas where Citi has a presence.

We offer traditional and skill-based
volunteering opportunities that make
use of the enthusiasm and professional
expertise of our employees. At the
core of Citi volunteerism are many
employee-led organizations, including
Employee Networks, business-specific
outreach committees, green teams
and volunteer councils, which mobilize
employees, and connect them to
existing Citi community partners.
Many Citi employees volunteer year-round,
but Global Community Day provides an annual
opportunity to have company employees, along
with their families and friends, come together as
a global volunteer team. Citi’s Global Community
Day took place on October 22, 2011. More than
40,000 Citi volunteers and their families in
78 countries volunteered for community projects
focused on literacy, housing, environmental
protection, nutrition, health care and disaster
relief, among others.

Corporate Citizenship

55

Global Community Day in Russia
In 2011 more than 400 Citi employees
participated in volunteer projects
in 11 cities across Russia.
Citi employees organized a total of 22 volunteer
events in the 11 cities where they work. In the
Moscow area, a role-play game was organized at
the orphanage in the village of Kolychevo, repair
works were undertaken at the Ramensky house for
elderly people, and Troparevsky Park was cleaned
and renovated. At the Early Intervention Center
of “Downside Up”, an organization which provides
assistance to children with Down syndrome,
a sports game was organized with volunteers and
families with children affected by Down syndrome.
This activity created an opportunity for Citi
employees to become acquainted and build ties with
these special families and help in the socialization
of children with disabilities. At the Veterans’
Hospital in Volgograd, our volunteers helped set
up a cinema hall: now the lonely elderly people
can get together and socialize while watching their
favorite films. Family-oriented celebrations were
held at children’s organizations and hospitals in
Ufa, Ryazan, Samara, Novosibirsk, St. Petersburg
and Nizhny Novgorod. Citi employees in Kazan
organized a celebration for families raising children
with disabilities. Volunteers also lent a helping
hand to animal shelters in Moscow, St. Petersburg,
Yekaterinburg and Samara.
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When presented with an exciting business venture that is worthy of financing, banks are not limited in their
decision making by the amount of depositors’ capital that they have on hand. They can tap other sources of
money to ensure that a great opportunity doesn’t go unfunded. This was far less true in 1961, when the negotiable
certificate of deposit was first introduced. This instrument allowed banks to attract capital quickly when the need
arose, while preserving depositors’ liquidity. Citi pioneered negotiable CDs and the secondary market where
they’re traded.
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Independent Auditors’ Report
ZAO KPMG
10 Presnenskaya Naberezhnaya
Moscow, Russia 123317
Telephone +7 (495) 937 4477
+7 (495) 937 4400/99
Fax
www.kpmg.ru
Internet

To the Management of ZAO Citibank
We have audited the accompanying consolidated financial statements of ZAO Citibank and its subsidiary (the Group),
which comprise the consolidated statement of financial position as at 31 December 2011, and the consolidated statements
of comprehensive income, changes in equity and cash flows for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the
Group as at 31 December 2011, and its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

ZAO KPMG
16 May 2012

ZAO KPMG, a company incorporated under the Laws of the Russian Federation,
a subsidiary of KPMG Europe LLP, and a member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative
(«KPMG International»), a Swiss entity.
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ZAO Citibank

Consolidated Statement of Comprehensive Income
for the year ended 31 December 2011

Notes

2011
USD’000

2010
USD’000

Interest income

4

626,880

515,104

Interest expense

4

(110,911)

(82,234)

515,969

432,870

Net interest income
Net fees and commissions

5

148,380

136,626

Net gains on securities

6

10,088

71,998

Net foreign exchange income

7

123,854

130,829

18,741

11,465

Total non-interest income

301,063

350,918

Gross income

817,032

783,788

Other income

Provision for loan impairment

13

(21,603)

(4,446)

General administrative expenses

8

(447,038)

(387,867)

348,391

391,475

(56,859)

(81,918)

291,532

309,557

- Net change in fair value of financial instruments available-for-sale, net of tax

(42,350)

12,659

- Net change in fair value of financial instruments available-for-sale transferred to
profit or loss, net of tax

(17,688)

(33,200)

Foreign currency translation differences

(92,222)

(9,257)

(152,260)

(29,798)

139,272

279,759

Profit before income tax
Income tax expense

9

Profit for the period
Other comprehensive income
Revaluation reserve for financial instruments available-for-sale:

Other comprehensive income for the period, net of tax
Total comprehensive income for the period

The consolidated financial statements, as set out on pages 60 to 109, were approved by the General Meeting of the
Shareholders of the Group on 16 May 2012.

Zdenek Turek
President

Allan Levy
Chief Financial Officer

The consolidated statement of comprehensive income is to be read in conjunction with the notes to, and forming part
of, the consolidated financial statements.
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ZAO Citibank

Consolidated Statement of Financial Position
as at 31 December 2011

Notes

2011
USD’000

2010
USD’000

174,705

181,710

ASSETS
Cash
Due from the Central Bank of the Russian Federation

10

116,603

1,026,015

Placements with banks and other financial institutions

11

1,837,984

2,005,823

Financial instruments held for trading

12

442,822

419,033

Loans to customers

13

2,804,731

1,934,386

Financial instruments available-for-sale

14

3,444,805

2,673,923

103,876

84,357

Other assets
Property and equipment

15

71,752

82,695

Goodwill

16

6,205

6,555

Deferred tax asset

9

85

-

9,003,568

8,414,497

164,690

92,458

74,279

-

Total assets
LIABILITIES
Financial instruments held for trading

12

Loans received from the Central Bank of the Russian Federation
Deposits and balances from banks

17

740,931

866,479

Current accounts and deposits from customers

18

6,433,481

6,001,424

Other liabilities

19

102,045

95,464

Deferred tax liability

9

-

9,802

7,515,426

7,065,627

Total liabilities
EQUITY
Share capital

20

75,644

75,644

Additional paid in capital

20

50,000

50,000

(40,719)

19,319

Foreign currency translation reserve

(177,138)

(84,916)

Retained earnings

1,580,355

1,288,823

Total equity

1,488,142

1,348,870

9,003,568

8,414,497

Revaluation reserve for financial instruments available-for-sale

Total liabilities and equity

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of,
the consolidated financial statements.

62

ZAO Citibank

Consolidated Statement of Cash Flows
for the year ended 31 December 2011
2011
USD’000

2010
USD’000

828,219

721,138

(198,223)

(152,640)

33,320

27,168

9,124

104,356

18,738

11,465

(422,090)

(377,196)

269,088

334,291

(45,366)

(13,191)

178,364

(474,138)

(1,023,165)

(130,656)

36,076

23,989

(1,068,940)

(709,976)

(22,172)

9,038

(19,489)

146,707

778,410

1,503,157

10,694

(3,931)

(906,500)

685,290

(52,107)

(74,542)

(958,607)

610,748

Net purchases of property and equipment

(20,042)

(13,347)

Net cash used in investing activities

(20,042)

(13,347)

(978,649)

597,401

24,192

44,556

1,145,489

503,532

191,032

1,145,489

Notes

Cash flows from operating activities
Interest and fee and commission receipts
Interest and fee and commission payments
Net receipts from foreign exchange
Net receipts from securities
Other receipts
Cash payments to employees and suppliers
Operating cash flows before changes in operating assets and liabilities
(Increase) decrease in operating assets
Amounts with the Central Bank of the Russian Federation
Placements with banks and other financial institutions
Loans to customers
Financial instruments held for trading
Financial instruments available-for-sale
Other assets
Increase (decrease) in operating liabilities
Deposits and balances from banks
Current accounts and deposits from customers
Other liabilities
Net cash (used in) provided from operating activities before income tax paid
Income tax paid
Net cash (used in) provided from operations
Cash flows from investing activities

Net (decrease) increase in cash and cash equivalents
Effect of changes in exchange rates on cash and cash equivalents
Cash and cash equivalents as at the beginning of the period
Cash and cash equivalents as at the end of the period

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of, the
consolidated financial statements.
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ZAO Citibank

Consolidated Statement of Changes in Equity
for the year ended 31 December 2011

Share capital

Additional
paid in capital

Revaluation reserve
for financial
instruments
available-for-sale

75,644

50,000

39,860

(75,659)

979,266

1,069,111

-

-

-

-

309,557

309,557

Net change in fair value of financial
instruments available-for-sale, net of tax

-

-

12,659

-

-

12,659

Net change in fair value of financial
instruments available-for-sale transferred
to profit or loss, net of tax

-

-

(33,200)

-

-

(33,200)

Change in foreign currency translation
reserve

-

-

-

(9,257)

-

(9,257)

Total other comprehensive income

-

-

(20,541)

(9,257)

-

(29,798)

Total comprehensive income for the period

-

-

(20,541)

(9,257)

309,557

279,759

75,644

50,000

19,319

(84,916)

1,288,823

1,348,870

Profit for the period

-

-

-

-

291,532

291,532

Other comprehensive income

-

Net change in fair value of financial
instruments available-for-sale, net of tax

-

-

(42,350)

-

-

(42,350)

Net change in fair value of financial
instruments available-for-sale transferred
to profit or loss, net of tax

-

-

(17,688)

-

-

(17,688)

Change in foreign currency translation
reserve

-

-

-

(92,222)

-

(92,222)

Total other comprehensive income

-

-

(60,038)

(92,222)

-

(152,260)

Total comprehensive income for the period

-

-

(60,038)

(92,222)

291,532

139,272

75,644

50,000

(40,719)

(177,138)

1,580,355

1,488,142

USD’000

Balance as at 1 January 2010
Profit for the period

Foreign
currency
translation
reserve

Retained
earnings

Total

Other comprehensive income

Balance as at 31 December 2010

Balance as at 31 December 2011

The consolidated statement of changes in equity is to be read in conjunction with the notes to, and forming part of,
the consolidated financial statements.
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Notes to, and forming part of, the Consolidated Financial
Statements for the year ended 31 December 2011
1.	Background
(a)	Organisation and operations
ZAO Citibank (the Bank) was established in the Russian Federation as a limited liability company and in 1993 was granted
its general banking licence. The Bank converted to a closed joint-stock company in November 2001 and is a part of the
international financial company, Citigroup, headquartered in the United States and operating in over 100 countries. The
principal activities of the Bank are deposit taking, lending, and foreign exchange and securities transactions, which are
conducted through its head office in Moscow and branch in St.-Petersburg. As at 31 December 2011, the Bank also has
branches in Samara, Rostov-on-Don, Ekaterinburg, Nizhny Novgorod, Volgograd and Ufa, which provide banking services
to individuals. The activities of the Bank are regulated by the Central Bank of the Russian Federation (the CBRF). The Bank
became a member of the state deposit insurance system in the Russian Federation on 3 February 2005.
The Bank’s registered office is 8-10, Gasheka str., Moscow.
OOO CitiLeasing, which is the Bank’s subsidiary, was established in the Russian Federation in 2002 as a limited liability
company for purposes of leasing services, manufacturing and oil transportation equipment and is currently dormant. OOO
Citileasing and the Bank are collectively referred to as the Group.

(b)

Russian business environment

The Group’s operations are primarily located in the Russian Federation. Consequently, the Group is exposed to the economic
and financial markets of the Russian Federation which display characteristics of an emerging market. The legal, tax and
regulatory frameworks continue development, but are subject to varying interpretations and frequent changes which
together with other legal and fiscal impediments contribute to the challenges faced by entities operating in the Russian
Federation. In addition, the contraction in the capital and credit markets and its impact on the Russian economy have
further increased the level of economic uncertainty in the environment. The consolidated financial statements reflect
management’s assessment of the impact of the Russian business environment on the operations and the financial position of
the Group. The future business environment may differ from management’s assessment.

2.	Basis of preparation
(a)	Statement of compliance
The accompanying consolidated financial statements are prepared in accordance with the requirements of International
Financial Reporting Standards (IFRS).

(b)	Basis of measurement
These consolidated financial statements are prepared on the historical cost basis except that financial instruments held for
trading and available-for-sale financial instruments are measured at fair value.

(c)	Functional and presentation currency
These consolidated financial statements are presented in USD since management believes that the USD is more relevant for
the users of the consolidated financial statements.
The consolidated financial statements are translated from Russian Roubles (RUB) (the functional currency) to US dollars
(USD) (the presentation currency) as follows:

Financial Statements International Financial Reporting Standards

ZAO Citibank
Notes to, and forming part of, the Consolidated Financial Statements for the year ended 31 December 2011

■■

■■
■■

■■

65

assets and liabilities are translated from the functional to the presentation currency at the exchange rate effective at
the reporting date
equity items are translated from functional to presentation currency at the historical exchange rates
statement of comprehensive income transactions are translated from functional to presentation currency at the
approximate rates ruling at the dates of transactions
all resulting exchange differences are recognised as “translation reserve”, which is a separate component of equity.

The closing rate of exchange effective at 31 December 2011 and 31 December 2010 was 32.1961 RUB/USD and 30.4769 RUB/
USD, respectively.
Financial information presented in USD is rounded to the nearest thousand.

(d)	Basis of consolidation
Subsidiaries are those enterprises controlled by the Bank. Control exists when the Bank has the power, directly or indirectly,
to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities. The financial
statements of subsidiaries are included in the consolidated financial statements from the date that control effectively
commences until the date that control effectively ceases. Intra-group balances and transactions, and any unrealised gains
arising from intra-group transactions, are eliminated in preparing the consolidated financial statements.
The consolidated financial statements as at 31 December 2011 and 2010 included the following subsidiary:
Name

Country of incorporation

Main activity

OOO CitiLeasing

Russian Federation

Leasing

% Controlled

100%

(e)	Goodwill
Goodwill arises from acquisitions of subsidiaries.
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances indicate that it might be
impaired and is carried at cost less accumulated impairment losses.
Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

(f)

Convertibility of the Rouble

The Russian Rouble is not a convertible currency outside of the Russian Federation. Accordingly, any conversion of Russian
Rouble amounts to US dollars should not be construed as a representation of what Russian Rouble amounts have been, could
be, or will be in future, if converted into US dollars at the exchange rate shown, or at any other exchange rate.

(g)

Critical accounting estimates and judgements in applying accounting policies

The preparation of consolidated financial statements in conformity with IFRSs requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results could differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical judgments in applying accounting
policies is described in note 13, loan impairment estimates.
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3.	Significant accounting policies
The following significant accounting policies are applied in the preparation of the consolidated financial statements. The
accounting policies are consistently applied by the Group entities to all periods presented in these consolidated financial
statements. Future changes in accounting policies are described at the end of this note.

(a)	Foreign currency transactions
Transactions in foreign currencies are translated to the respective functional currencies of the Group entities at exchange
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date
are retranslated to the functional currency at the exchange rate at that date. The foreign currency gain or loss on monetary
items is the difference between amortised cost in the functional currency at the beginning of the period, adjusted for
effective interest and payments during the period, and the amortised cost in foreign currency translated at the exchange rate
at the end of the reporting period. Non-monetary assets and liabilities denominated in foreign currencies that are measured
at fair value are retranslated to the functional currency at the exchange rate at the date that the fair value is determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Foreign currency differences arising on retranslation are recognised in profit or loss,
except for differences arising on the retranslation of available-for-sale equity instruments or qualifying cash flow hedges,
which are recognised in other comprehensive income.

(b)

Cash and cash equivalents

The Group includes cash and nostro accounts with the CBRF in cash and cash equivalents. The mandatory reserve deposit
with the CBRF is not considered to be a cash equivalent due to restrictions on its withdrawability.

(c)	Financial instruments
(i)

Classification

Financial instruments at fair value through profit or loss are financial assets or liabilities that are:
■■
acquired or incurred principally for the purpose of selling or repurchasing in the near term
■■
part of a portfolio of identified financial instruments that are managed together and for which there is evidence of
a recent actual pattern of short-term profit-taking
■■
derivative financial instruments (except for derivative financial instruments that are designated and effective
hedging instruments) or,
■■
upon initial recognition, designated by the Group as at fair value through profit or loss.
The Group may designate financial assets and liabilities at fair value through profit or loss where either:
the assets or liabilities are managed, evaluated and reported internally on a fair value basis
■■
the designation eliminates or significantly reduces an accounting mismatch which would otherwise arise or,
■■
the asset or liability contains an embedded derivative that significantly modifies the cash flows that would otherwise
be required under the contract.
■■

All trading derivatives in a net receivable position (positive fair value), as well as options purchased, are reported as assets.
All trading derivatives in a net payable position (negative fair value), as well as options written, are reported as liabilities.
Management determines the appropriate classification of financial instruments in this category at the time of the initial
recognition. Derivative financial instruments and financial instruments designated as at fair value through profit or loss upon
initial recognition are not reclassified out of the at fair value through profit or loss category. Financial assets that would have
met the definition of loans and receivables may be reclassified out of the at fair value through profit or loss or available-forsale category if the entity has an intention and ability to hold them for the foreseeble future or until maturity. Other financial
instruments may be reclassified out of the at fair value through profit or loss category only in rare circumstances. Rare
circumstances arise from a single event that is unusual and highly unlikely to recur in the near term.
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market, other than those that the Group:
■■
intends to sell immediately or in the near term
■■
upon initial recognition designates as at fair value through profit or loss
■■
upon initial recognition designates as available-for-sale, or
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may not recover substantially all of its initial investment, other than because of credit deterioration.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturity that
the Group has the positive intention and ability to hold to maturity, other than those that:
■■
the Group upon initial recognition designates as at fair value through profit or loss
■■
the Group designates as available-for-sale, or
■■
meet the definition of loans and receivables.
Available-for-sale financial assets are those non-derivative financial assets that are designated as available for sale or are not
classified as loans and receivables, held-to-maturity investments or financial instruments at fair value through profit or loss.
(ii)

Recognition

Financial assets and liabilities are recognised in the consolidated statement of financial position when the Group becomes
a party to the contractual provisions of the instrument. All regular way purchases of financial assets are accounted for at the
settlement date.
(iii)

Measurement

A financial asset or liability is initially measured at its fair value plus, in the case of a financial asset or liability not at fair value
through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or liability.
Subsequent to initial recognition, financial assets, including derivatives that are assets, are measured at their fair values,
without any deduction for transaction costs that may be incurred on sale or other disposal, except for:
■■
loans and receivables which are measured at amortised cost using the effective interest method
■■
held-to-maturity investments that are measured at amortised cost using the effective interest method
■■
investments in equity instruments that do not have a quoted market price in an active market and whose fair value
cannot be reliably measured, which are measured at cost.
All financial liabilities, other than those designated at fair value through profit or loss and financial liabilities that arise when
a transfer of a financial asset carried at fair value does not qualify for derecognition, are measured at amortized cost.
(iv)

Amortized cost

Amortized cost is calculated using the effective interest method. Premiums and discounts, including initial transaction costs,
are included in the carrying amount of the related instrument and amortized based on the effective interest rate of the
instrument. Where a valuation based on observable market data indicates a fair value gain or loss on initial recognition of an
asset or liability, the gain or loss is recognised immediately in profit or loss. Where an initial gain or loss is not based entirely
on observable market data, it is deferred and recognised over the life of the asset or liability on an appropriate basis, or when
prices become observable, or on disposal of the asset or liability.
(v)	Fair value measurement principles
Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable, willing parties in
an arm’s length transaction on the measurement date.
When available, the Group measures the fair value of an instrument using quoted prices in an active market for that
instrument. A market is regarded as active if quoted prices are readily and regularly available and represent actual and
regularly occurring market transactions on an arm’s length basis.
If a market for a financial instrument is not active, the Group establishes fair value using a valuation technique. Valuation
techniques include using recent arm’s length transactions between knowledgeable, willing parties (if available), reference
to the current fair value of other instruments that are substantially the same, discounted cash flow analyses and option
pricing models. The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates
specific to the Group, incorporates all factors that market participants would consider in setting a price, and is consistent
with accepted economic methodologies for pricing financial instruments. Inputs to valuation techniques reasonably represent
market expectations and measures of the risk-return factors inherent in the financial instrument.
The best evidence of the fair value of a financial instrument at initial recognition is the transaction price, i.e., the fair value
of the consideration given or received, unless the fair value of that instrument is evidenced by comparison with other
observable current market transactions in the same instrument (i.e., without modification or repackaging) or based on
a valuation technique whose variables include only data from observable markets. When transaction price provides the best
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evidence of fair value at initial recognition, the financial instrument is initially measured at the transaction price and any
difference between this price and the value initially obtained from a valuation model is subsequently recognised in profit
or loss on an appropriate basis over the life of the instrument but not later than when the valuation is supported wholly by
observable market data or the transaction is closed out.
Assets and long positions are measured at a bid price; liabilities and short positions are measured at an asking price. Where
the Group has positions with offsetting risks, mid-market prices are used to measure the offsetting risk positions and a bid
or asking price adjustment is applied only to the net open position as appropriate. Fair values reflect the credit risk of the
instrument and include adjustments to take account of the credit risk of the Group entity and the counterparty where
appropriate. Fair value estimates obtained from models are adjusted for any other factors, such as liquidity risk or model
uncertainties, to the extent that management believes a third-party market participant would take them into account in
pricing a transaction.
(vI)	Gains and losses on subsequent measurement
A gain or loss arising from a change in the fair value of a financial asset or liability is recognised as follows:
■■
a gain or loss on a financial instrument classified as at fair value through profit or loss is recognised in profit or loss
■■
a gain or loss on an available-for-sale financial asset is recognized as other comprehensive income in equity (except
for impairment losses and foreign exchange gains and losses on debt financial instruments available-for-sale) until
the asset is derecognized, at which time the cumulative gain or loss previously recognised in equity is recognised
in profit or loss. Interest in relation to an available-for-sale financial asset is recognised in profit or loss using the
effective interest method.
For financial assets and liabilities carried at amortised cost, a gain or loss is recognised in profit or loss when the financial
asset or liability is derecognised or impaired, and through the amortisation process.
(vii)

Derecognition

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or
when it transfers the financial asset in a transaction in which substantially all the risks and rewards of ownership of the
financial asset are transferred or in which the Group neither transfers nor retains substantially all the risks and rewards
of ownership and it does not retain control of the financial asset. Any interest in transferred financial assets that qualify
for derecognition that is created or retained by the Group is recognised as a separate asset or liability in the statement of
financial position. The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire.
The Group writes off assets deemed to be uncollectible.
(viii)

Derivative instruments

Derivative financial instruments include swaps, forwards, futures, spot transactions and options in interest rates, foreign
exchanges, precious metals and stock markets, and any combinations of these instruments.
Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are
subsequently remeasured at fair value. All derivatives are carried as assets when their fair value is positive and as liabilities
when their fair value is negative.
Changes in the fair value of derivatives are recognised immediately in profit or loss.
Derivatives may be embedded in another contractual arrangement (a host contract). An embedded derivative is separated
from the host contract and is accounted for as a derivative if, and only if the economic characteristics and risks of the
embedded derivative are not closely related to the economic characteristics and risks of the host contract, a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative; and the combined
instrument is not measured at fair value with changes in fair value recognised in profit or loss. Derivatives embedded in
financial assets or financial liabilities at fair value through profit or loss are not separated.
Although the Group trades in derivative instruments for risk hedging purposes, these instruments do not qualify for hedge
accounting.
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Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase (repo) agreements are accounted for as secured financing transactions, with
the securities retained in the consolidated statement of financial position and the counterparty liability included in amounts
payable under repo transactions within deposits and balances from banks or current accounts and deposits from customers,
as appropriate. The difference between the sale and repurchase prices represents interest expense and is recognised in profit
or loss over the term of the repo agreement using the effective interest method.
Securities purchased under agreements to resell (reverse repo) are recorded as amounts receivable under reverse repo
transactions within placements with banks and other financial institutions or loans to customers, as appropriate. The
difference between the purchase and resale prices represents interest income and is recognised in profit or loss over the
term of the repo agreement using the effective interest method.
If assets purchased under agreement to resell are sold to third parties, the obligation to return securities is recorded as
a trading liability and measured at fair value.
(e)	Offsetting
Financial assets and liabilities are offset and the net amount reported in the consolidated statement of financial position
when there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.

(f)	Property and equipment
(i)	Owned assets
Items of property and equipment are stated at cost less accumulated depreciation and impairment losses. Where an item of
property and equipment comprises major components having different useful lives, they are accounted for as separate items
of property and equipment.
(ii)	Leased assets
Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance
leases. Property and equipment acquired by way of a finance lease is stated at the amount equal to the lower of its fair
value and the present value of the minimum lease payments at inception of the lease, less accumulated depreciation and
impairment losses.
When assets are sold under a finance lease, the present value of the lease payments is recognised as a receivable. The
difference between the present value of the receivable and the gross receivable represents unearned finance income.
Unearned finance income is recognised over the term of the lease using the effective interest method, which reflects
a constant periodic rate of return.
Leases in terms of which the Group does not assume substantially all the risks and rewards of ownership are classified as
operating leases and lease payments are expensed as incurred.
(iii)

Depreciation

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of the individual assets.
Depreciation commences on the date of acquisition or, in respect of internally constructed assets, from the time an asset is
completed and ready for use. Land is not depreciated. The estimated useful lives are as follows:
Buildings

50 years

Equipment

3 to 12 years

Leasehold improvements

5 to 10 years

(g)	Impairment
(i)	Financial assets carried at amortised cost
Financial assets carried at amortised cost consist principally of loans and other receivables (loans and receivables). The
Group reviews its loans and receivables to assess impairment on a regular basis. A loan or receivable is impaired and
impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more events that
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occurred after the initial recognition of the loan or receivable and that event (or events) has had an impact on the estimated
future cash flows of the loan that can be reliably estimated.
Objective evidence that financial assets are impaired can include default or delinquency by a borrower, breach of loan
covenants or conditions, restructuring of a loan or advance by the Group on terms that the Group would not otherwise
consider, indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market for a security,
deterioration in the value of collateral, or other observable data relating to a group of assets such as adverse changes in the
payment status of borrowers in the group, or economic conditions that correlate with defaults in the group.
Management first assesses whether objective evidence of impairment exists individually for loans and receivables that
are individually significant, and individually or collectively for loans and receivables that are not individually significant. If
management determines that no objective evidence of impairment exists for an individually assessed loan or receivable,
whether significant or not, it includes the loan in a group of loans and receivables with similar credit risk characteristics and
collectively assesses them for impairment. Loans and receivables that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.
If there is objective evidence that an impairment loss on a loan or receivable has been incurred, the amount of the loss is
measured as the difference between the carrying amount of the loan or receivable and the present value of estimated future
cash flows including amounts recoverable from guarantees and collateral discounted at the loan or receivable’s original
effective interest rate. Contractual cash flows and historical loss experience adjusted on the basis of relevant observable
data that reflect current economic conditions provide the basis for estimating expected cash flows.
In some cases the observable data required to estimate the amount of an impairment loss on a loan or receivable may be
limited or no longer fully relevant to current circumstances. This may be the case when a borrower is in financial difficulties
and there is little available historical data relating to similar borrowers. In such cases, the Group uses its experience and
judgment to estimate the amount of any impairment loss.
All impairment losses in respect of loans and receivables are recognised in profit or loss and are only reversed if
a subsequent increase in recoverable amount can be related objectively to an event occurring after the impairment loss was
recognised.
When a loan is uncollectable, it is written off against the related allowance for loan impairment. The Group writes off a loan
balance (and any related allowances for loan losses) when management determines that the loans are uncollectible and
when all necessary steps to collect the loan are completed.
(ii)	Financial assets carried at cost
Financial assets carried at cost include unquoted equity instruments included in available-for-sale financial assets that
are not carried at fair value because their fair value can not be reliably measured. If there is objective evidence that such
investments are impaired, the impairment loss is calculated as the difference between the carrying amount of the investment
and the present value of the estimated future cash flows discounted at the current market rate of return for a similar
financial asset.
All impairment losses respect of these investments are recognised in profit or loss and can not be reversed.
(iii)

Available-for-sale financial assets

Impairment losses on available-for-sale financial assets are recognised by transferring the cumulative loss that is recognised
in other comprehensive income to profit or loss as a reclassification adjustment. The cumulative loss that is reclassified from
other comprehensive income to profit or loss is the difference between the acquisition cost, net of any principal repayment
and amortisation, and the current fair value, less any impairment loss previously recognised in profit or loss. Changes in
impairment provisions attributable to time value are reflected as a component of interest income.
For an investment in an equity security available-for-sale, a significant or prolonged decline in its fair value below its cost is
objective evidence of impairment.
If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and the increase can be
objectively related to an event occurring after the impairment loss was recognised in profit or loss, the impairment loss is
reversed, with the amount of the reversal recognised in profit or loss. However, any subsequent recovery in the fair value of
an impaired available-for-sale equity security is recognised in other comprehensive income.
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(iv)	Non financial assets
Other non financial assets, other than deferred taxes, are assessed at each reporting date for any indications of impairment.
The recoverable amount of goodwill is estimated at each reporting date. The recoverable amount of non financial assets is
the greater of their 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 an asset that does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the cash-generating unit to which the asset belongs. An impairment
loss is recognised when the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
All impairment losses in respect of non financial assets are recognized in profit or loss and reversed only if there has been
a change in the estimates used to determine the recoverable amount. Any impairment loss reversed is only reversed to
the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised. An impairment loss in respect of goodwill is not
reversed.

(h)	Provisions
A provision is recognised in the consolidated statement of financial position when the Group has a legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the
obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.
A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the
restructuring either has commenced or has been announced publicly. Future operating costs are not provided for.

(i)	Taxation
Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to the extent that it relates
to items of other comprehensive income or transactions with shareholders recognised directly in equity, in which case it is
recognised within other comprehensive income or directly within equity.
Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following
temporary differences: goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit and temporary differences related to investments in subsidiaries where the parent is
able to control the timing of the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the temporary differences, unused tax losses and credits can be utilised. Deferred tax assets are reduced to the extent
that it is no longer probable that the related tax benefit will be realised.

(j)	Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as a deduction from equity, net of any tax effects.
Dividends
The ability of the Group to declare and pay dividends is subject to the rules and regulations of the Russian legislation.
Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in the period when they are
declared.
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Credit related commitments

In the normal course of business, the Group enters into credit related commitments, comprising undrawn loan commitments,
letters of credit and guarantees, and provides other forms of credit insurance.
Financial guarantees are contracts that require the Group to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument.
A financial guarantee liability is recognised initially at fair value net of associated transaction costs, and is measured
subsequently at the higher of the amount initially recognised less cumulative amortisation or the amount of provision for
losses under the guarantee. Provisions for losses under financial guarantees and other credit related commitments are
recognised when losses are considered probable and can be measured reliably.
Financial guarantee liabilities and provisions for other credit related commitment are included in other liabilities.

(l)	Income and expense recognition
Interest income and expense are recognised in profit or loss using the effective interest method.
Loan origination fees, loan servicing fees and other fees that are considered to be integral to the overall profitability of
a loan, together with the related transaction costs, are deferred and amortised to interest income over the estimated life of
the financial instrument using the effective interest method.
Other fees, commissions and other income and expense items are recognised in profit or loss when the corresponding service
is provided.
Dividend income is recognised in profit or loss on the date that the dividend is declared.
Net gains on securities include gains and losses arising from disposals and changes in the fair value of financial instruments
held for trading and realised gains on financial instruments available-for-sale.
Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the lease.
Lease incentives received are recognised as an integral part of the total lease expense, over the term of the lease.

(m)	New standards and interpretations not yet adopted
A number of new standards, amendments to standards and interpretations are not yet effective as at 31 December 2011, and
are not applied in preparing these consolidated financial statements. Of these pronouncements, potentially the following
will have an impact on the Group’s financial position and performance. The Group plans to adopt these pronouncements
when they become effective. Management has not yet analysed the likely impact of these new standards on its financial
statements.
■■

■■

Amendment to IAS 1 Presentation of Financial Statements: Presentation of Items of Other Comprehensive Income.
The amendment requires that an entity present separately items of other comprehensive income that may be
reclassified to profit or loss in the future from those that will never be reclassified to profit or loss. Additionally, the
amendment changes the title of the statement of comprehensive income to statement of profit or loss and other
comprehensive income. However, the use of other titles is permitted. The amendment shall be applied retrospectively
from 1 July 2012 and early adoption is permitted.
IFRS 9 Financial Instruments will be effective for annual periods beginning on or after 1 January 2015. The new
standard is to be issued in phases and is intended ultimately to replace International Financial Reporting Standard IAS
39 Financial Instruments: Recognition and Measurement. The first phase of IFRS 9 was issued in November 2009 and
relates to the classification and measurement of financial assets. The second phase regarding classification and
measurement of financial liabilities was published in October 2010. The remaining parts of the standard are expected
to be issued during 2012. The Group recognises that the new standard introduces many changes to the accounting
for financial instruments and is likely to have a significant impact on Group’s consolidated financial statements.
The impact of these changes will be analysed during the course of the project as further phases of the standard are
issued. The Group does not intend to adopt this standard early.
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IFRS 10 Consolidated Financial Statements will be effective for annual periods beginning on or after 1 January 2013.
The new standard supersedes IAS 27 Consolidated and Separate Financial Statements and SIC-12 Consolidation —
Special Purpose Entities. IFRS 10 introduces a single control model which includes entities that are currently within
the scope of SIC-12. Under the new three-step control model, an investor controls an investee when it is exposed,
or has rights, to variable returns from its involvement with that investee, has the ability to affect those returns
through its power over that investee and there is a link between power and returns. Consolidation procedures
are carried forward from IAS 27 (2008). When the adoption of IFRS 10 does not result in a change in the previous
consolidation or non-consolidation of an investee, no adjustments to accounting are required on initial application.
When the adoption results in a change in the consolidation or non-consolidation of an investee, the new standard
may be adopted with either full retrospective application from date that control was obtained or lost or, if not
practicable, with limited retrospective application from the beginning of the earliest period for which the application
is practicable, which may be the current period. Early adoption of IFRS 10 is permitted provided an entity also earlyadopts IFRS 11, IFRS 12, IAS 27 (2011) and IAS 28 (2011).
IFRS 11 Joint Arrangements will be effective for annual periods beginning on or after 1 January 2013 with
retrospective application required. The new standard supersedes IAS 31 Interests in Joint Ventures. The main change
introduced by IFRS 11 is that all joint arrangements are classified either as joint operations, which are consolidated
on a proportionate basis, or as joint ventures, for which the equity method is applied. The type of arrangement
is determined based on the rights and obligations of the parties to the arrangement arising from the joint
arrangement’s structure, legal form, contractual arrangement and other facts and circumstances. When the adoption
of IFRS 11 results in a change in the accounting model, the change is accounted for retrospectively from the beginning
of the earliest period presented. Under the new standard all parties to a joint arrangement are within the scope of
IFRS 11 even if all parties do not participate in the joint control. Early adoption of IFRS 11 is permitted provided the
entity also early-adopts IFRS 10, IFRS 12, IAS 27 (2011) and IAS 28 (2011).
IFRS 12 Disclosure of Interests in Other Entities will be effective for annual periods beginning on or after 1 January
2013. The new standard contains disclosure requirements for entities that have interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities. Interests are widely defined as contractual and
non-contractual involvement that exposes an entity to variability of returns from the performance of the other
entity. The expanded and new disclosure requirements aim to provide information to enable the users to evaluate
the nature of risks associated with an entity’s interests in other entities and the effects of those interests on the
entity’s financial position, financial performance and cash flows. Entities may early present some of the IFRS
12 disclosures without a need to early-adopt the other new and amended standards. However, if IFRS 12 is earlyadopted in full, then IFRS 10, IFRS 11, IAS 27 (2011) and IAS 28 (2011) must also be early-adopted.
IFRS 13 Fair Value Measurement will be effective for annual periods beginning on or after 1 January 2013. The new
standard replaces the fair value measurement guidance contained in individual IFRSs with a single source of fair value
measurement guidance. It provides a revised definition of fair value, establishes a framework for measuring fair value
and sets out disclosure requirements for fair value measurements. IFRS 13 does not introduce new requirements to
measure assets or liabilities at fair value, nor does it eliminate the practicability exceptions to fair value measurement
that currently exist in certain standards. The standard is applied prospectively with early adoption permitted.
Comparative disclosure information is not required for periods before the date of initial application.

Various Improvements to IFRSs have been dealt with on a standard–by–standard basis. All amendments, which result in
accounting changes for presentation, recognition or measurement purposes, will come into effect not earlier than 1 January
2012. The Group has not yet analysed the likely impact of the improvements on its financial position or performance.
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4.	Interest income and expense
2011
USD ’000

2010
USD ’000

Loans to customers

288,351

252,070

Financial instruments held for trading and available-for-sale

264,777

198,599

73,752

64,435

626,880

515,104

Current accounts and deposits from customers

99,902

77,177

Deposits and balances from banks and amounts payable under repurchase agreements

11,009

5,057

110,911

82,234

2011
USD ’000

2010
USD ’000

Settlement fees

63,542

47,934

Guarantees and letters of credit fees

30,144

24,616

Annual credit card maintenance fees

29,655

28,150

Commissions from insurance companies

28,718

24,498

Cash withdrawal fees

24,555

23,232

Custody fees

16,420

13,724

Transaction processing fees

13,928

7,283

Credit card late payment fees

8,986

11,554

Brokerage and underwriting fees

7,396

7,256

Investment fund fees

4,672

4,285

Cash transaction fees

4,169

6,946

Other

5,948

4,936

238,133

204,414

Settlement fees

44,305

31,307

Insurance fees

11,035

10,580

Franchise fee

10,002

7,352

Funds transfer fees

8,594

8,923

Customs card transaction fees

5,020

2,863

Guarantees received fees

3,935

1,084

Other

6,862

5,679

89,753

67,788

148,380

136,626

Interest income

Placements with banks and amounts receivable under reverse repurchase agreements

Interest expense

5.	Net fees and commissions

Fees and commissions income

Fees and commissions expense

Net fees and commissions
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6.	Net gains on securities
2011
USD ’000

2010
USD ’000

22,110

41,500

(12,022)

30,498

10,088

71,998

2011
USD ’000

2010
USD ’000

121,520

77,857

2,334

52,972

123,854

130,829

2011
USD ’000

2010
USD ’000

179,759

137,639

Intercompany charges for retail information technical support and other services

67,537

23,816

Taxes other than income tax

37,902

29,578

Occupancy

36,633

36,972

Outsourcing costs

21,950

19,370

Depreciation

18,533

16,629

Advertising and marketing

17,543

25,028

Repairs and maintenance

13,129

31,101

Communications and information services

6,903

12,256

Insurance

6,400

4,554

Professional services

4,970

7,319

Travel

3,482

2,897

Security

2,309

1,674

29,988

39,034

447,038

387,867

Realised net gain from financial instruments available-for-sale
Realised and unrealised net (loss)/gain from financial instruments held for trading

7.	Net foreign exchange income

Income arising from foreign exchange spot contracts and translation
Income from foreign exchange contracts

8.	General administrative expenses

Employee compensation

Other
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9.	Income tax expense
2011
USD ’000

2010
USD ’000

(52,107)

(74,542)

(4,752)

(7,376)

(56,859)

(81,918)

Current tax expense
Current year
Deferred tax expense
Origination and reversal of temporary differences
Total income tax expense
In 2011 and 2010 the applicable tax rate for current and deferred tax is 20%.

Reconciliation of effective tax rate
The reconciliation between the expected tax expense to the actual income tax expense is as follows.

Profit before tax
Income tax expense at the applicable statutory tax rate

2011
USD ’000

2010
USD ’000

348,391

391,475

(69,678)

(20%)

(78,295)

(20%)

(9,136)

(3%)

(12,193)

(3%)

12,280

4%

8,570

2%

Over provided in prior years

5,055

1%

-

-

Non-taxable income

4,620

1%

-

-

Income tax expense

(56,859)

(17%)

(81,918)

(21%)

Non-deductible costs
Income taxed at lower tax rates

Deferred tax asset and liability
Temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes give rise to net deferred tax asset and liability as at 31 December 2011 and 2010.
Movements in temporary differences during the years ended 31 December 2011 and 2010 are presented as follows:

Balance
1 January 2011

Recognised in
profit or loss

Recognised
in other
comprehensive
income

Effect of foreign
currency
translation

Balance
31 December 2011

Financial instruments held for trading

(4,900)

(3,927)

-

606

(8,221)

Loans to customers

(4,556)

1,427

-

119

(3,010)

Financial instruments available-for-sale

(3,514)

-

15,010

(1,122)

10,374

Other assets

(4,549)

(2,621)

-

472

(6,698)

853

96

-

(54)

895

6,864

273

-

(392)

6,745

(9,802)

(4,752)

15,010

(371)

85

USD’000

Property and equipment
Other liabilities
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Balance
1 January 2010

Recognised in
profit or loss

Recognised in other
comprehensive
income

Effect of foreign
currency
translation

Balance
31 December
2010

Financial instruments held for trading

(2,832)

(2,350)

-

282

(4,900)

Loans to customers

(3,300)

(1,286)

-

30

(4,556)

Financial instruments available-for-sale

(9,965)

-

5,135

1,316

(3,514)

(746)

(3,823)

-

20

(4,549)

Property and equipment

1,012

(151)

-

(8)

853

Other liabilities

6,681

234

-

(51)

6,864

(9,150)

(7,376)

5,135

1,589

(9,802)

USD’000

Other assets

Income tax recognised in other comprehensive income
The tax effects relating to components of other comprehensive income comprise:
2011

2010

Amount
before tax

Tax
expense

Amount
net-of-tax

Amount
before tax

Tax
expense

Amount
net-of-tax

Net change in fair value of financial
instruments available-for-sale

(52,938)

10,588

(42,350)

15,824

(3,165)

12,659

Net change in fair value of financial
instruments available-for-sale transferred
to profit or loss

(22,110)

4,422

(17,688)

(41,500)

8,300

(33,200)

Other comprehensive income

(75,048)

15,010

(60,038)

(25,676)

5,135

(20,541)

USD ’000

10.

Due from the Central Bank of the Russian Federation
2011
USD ’000

2010
USD ’000

100,276

55,017

16,327

373,119

Loan deposit

-

590,660

Cash in transit

-

7,219

116,603

1,026,015

Mandatory reserve deposit
Nostro accounts

The mandatory reserve deposit is a non-interest bearing deposit calculated in accordance with regulations issued by the
CBRF and whose withdrawability is restricted. The nostro accounts represent balances with the CBRF related to settlement
activity and are available for withdrawal at year end.
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11.	Placements with banks and other financial institutions
2011
USD ’000

2010
USD ’000

149,433

200,220

11,842

15,868

OECD banks

30,985

5,931

Citigroup entities

12,263

44,334

7,060

15,447

211,583

281,800

Other Russian banks and financial institutions

554,666

146,456

Large Russian banks

459,924

438,157

Citigroup entities

453,010

507,318

15,286

-

1,482,886

1,091,931

Large Russian banks

63,608

-

Other financial institutions

41,385

333,765

Other Russian banks

38,522

298,327

143,515

632,092

1,837,984

2,005,823

Nostro accounts
Other Russian banks and financial institutions
– MICEX group
– Other banks and financial institutions

Large Russian banks

Loans and deposits

OECD banks

Amounts receivable under reverse repurchase agreements

The Group includes the 30 largest Russian banks in terms of total assets as large Russian banks.
No placements with banks and other financial institutions are impaired.

Significant exposures for placements with banks and other financial institutions and amounts receivable
under reverse repurchase agreements
As at 31 December 2011 and 2010, exposures to banks and other financial institutions and amounts receivable under reverse
repurchase agreements, which individually comprised more than 10% of placements with banks and other financial institutions
and amounts receivable under reverse repurchase agreements, are as follows:
2011
USD ’000

2010
USD ’000

461,588

521,513

Vneshtorgbank

-

200,284

MICEX group

-

200,220

461,588

922,017

Citibank London
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12.	Financial instruments held for trading
Financial assets held for trading
2011
USD ’000

2010
USD ’000

226,778

295,589

Rosselkhozbank

8,472

7,275

Vneshtorgbank

7,755

-

Agency on Mortgage Crediting (AIZhK)

5,872

239

OTP Bank

4,320

-

FSK UES

1,895

-

Gazpromneft

738

7,233

Gazprom

656

-

Credit Europe Bank

276

-

Russian Government Eurobonds

143

322

Russian Standard Bank

110

847

EBRD

97

1,948

Profmedia Finance

-

1,019

Rossiyskie Zheleznye Dorogi (RZhD)

-

12

257,112

314,484

184,721

104,549

989

-

185,710

104,549

442,822

419,033

2011
USD ’000

2010
USD ’000

163,164

92,458

1,526

-

164,690

92,458

Debt and other fixed income securities
Russian Government GKO/OFZ

Derivative financial instruments
Foreign exchange contracts
Interest rate swaps

Financial liabilities held for trading

Derivative financial instruments
Foreign exchange contracts
Interest rate swaps

As at 31 December 2011 and 2010, the majority of forward exchange contracts and interest rate swaps are entered into with
other Citigroup entities.
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Interest rate swaps
2011
Fair value
Notional amount
USD’000

Asset
USD’000

Liability
USD’000

1,397,820

989

(1,526)

Interest rate swaps

Foreign exchange contracts
The table below summarises, by major currencies, the contractual amounts of forward exchange contracts outstanding
at 31 December 2011 and 2010 with details of the contractual exchange rates and remaining periods to maturity. Foreign
currency amounts presented below are translated at rates ruling at the reporting date. The resultant unrealised gains
and losses on these unmatured contracts, along with the amounts payable and receivable on the matured but unsettled
contracts, are recognised in profit or loss and in financial instruments held for trading, as appropriate.
2011

2010

Nominal buy
amount

Gain
(loss)

Weighted
average
contracted

Nominal buy
amount

Gain
(loss)

Weighted
average
contracted

USD ’000

USD ’000

exchange rate

USD ’000

USD ’000

exchange rate

Spot foreign exchange
contracts to buy British Pounds and sell
US dollars

8,900

(263)

0.63

411

(7)

0.64

Spot foreign exchange contracts to buy
US dollars and sell British Pounds

17

-

1.54

9

-

1.55

Spot foreign exchange contracts to buy
British Pounds and sell Euro

20

-

0.84

-

-

-

Spot foreign exchange contracts to buy
US dollars and sell Euro

44,884

1,686

1.35

130,030

51

1.32

Spot foreign exchange contracts to buy
Euro and sell US dollars

246,743

(14,775)

0.73

444,689

4,323

0.76

Spot foreign exchange contracts to buy
US dollars and sell Roubles

292,205

3,590

0.03

299,145

(743)

0.03

Spot foreign exchange contracts to buy
Roubles and sell US dollars

127,137

(492)

32.01

430,418

3,174

30.80

Spot foreign exchange contracts to buy
Euro and sell Roubles

282,529

1,122

0.02

30,618

(1,192)

0.02

Spot foreign exchange contracts to buy
Roubles and sell Euro

16,828

(294)

41.69

16,537

(477)

41.68

Spot foreign exchange contracts to buy
Swiss Francs and sell US dollars

4,511

(178)

0.90

80

-

0.94

Spot foreign exchange contracts to buy
US dollars and sell Kazakhstani tenge

32,279

150

0.01

13,634

(27)

0.01
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2011

Nominal buy
amount
USD ’000

Spot foreign exchange contracts to buy Dutch
Krone and sell US dollars

2010

Weighted
average
contracted

Nominal buy
amount

USD ’000 exchange rate

USD ’000

Gain
(loss)

Gain
(loss)

Weighted
average
contracted

USD ’000 exchange rate

6

-

5.74

-

-

-

Spot foreign exchange contracts to buy
Norwegian Krone and sell US dollars

34

-

6.02

-

-

-

Spot foreign exchange contracts to buy Polish
Zloty and sell US dollars

52

-

3.42

-

-

-

Spot foreign exchange contracts to buy
US Dollars and sell Swiss Francs

19

-

1.06

-

-

-

Spot foreign exchange contracts to buy Czech
Crowns and sell US Dollars

43

-

19.93

-

-

-

Spot foreign exchange contracts to buy
Japanese Yen and sell US dollars

-

-

-

527

-

81.60

Spot foreign exchange contracts to buy
Swedish kronor and sell US dollars

-

-

-

24

-

6.75

Non-deliverable forward contracts to buy
Roubles and sell US dollars

218,674

(11,289)

30.68

152,078

(563)

30.48

Non-deliverable forward contracts to buy
US dollars and sell Roubles

39,232

498

0.03

189,232

(594)

0.03

Deliverable forward contracts to buy
US dollars and sell Euro

284,718

(13,122)

1.25

323,147

(18,228)

1.25

Deliverable forward contracts to buy Euro and
sell US dollars

224,022

(10,181)

0.74

37,055

1,491

0.79

Deliverable forward contracts to buy
US dollars and sell Roubles

2,262,991

104,922

0.03

1,935,474

(29,490)

0.03

Deliverable forward contracts to buy Roubles
and sell US dollars

2,214,625

(64,301)

31.62

2,321,527

34,915

31.56

Deliverable forward contracts to buy Roubles
and sell Euro

945,626

473

42.03

406,515

2,495

41.01

Deliverable forward contracts to buy Euro and
sell Roubles

429,645

23,632

0.02

388,371

17,035

0.02

8,894

(18)

49.88

421

10

48.47

Deliverable forward contracts to buy
US Dollars and sell Swiss Francs

3,112

(146)

1.04

3,112

(163)

1.04

Deliverable forward contracts to buy Swiss
Francs and sell Roubles

3,562

135

0.03

3,278

149

0.03

32,155

280

4.65

13,664

101

4.87

6,033

138

36.29

-

-

-

633

(10)

0.93

-

-

-

Deliverable forward contracts to buy British
Pounds and sell Roubles

-

-

-

39,543

49

0.02

Deliverable forward contracts to buy
US dollars and sell British Pounds

-

-

-

39,323

(218)

1.54

Deliverable forward contracts to buy Roubles
and sell British Pounds

Deliverable forward contracts to buy
Kazakhstani Tenge and sell Roubles
Deliverable forward contracts to buy Roubles
and sell Swiss Francs
Deliverable forward contracts to buy Swiss
Francs and sell US Dollars

82

ZAO Citibank
Notes to, and forming part of, the Consolidated Financial Statements for the year ended 31 December 2011

13.	Loans to customers
2011
USD ’000

2010
USD ’000

1,551,167

854,664

310,419

181,086

1,861,586

1,035,750

Consumer loans

584,429

572,821

Credit cards

455,829

421,412

21,829

19,571

Staff loans

455

1,157

Overdrafts

397

576

1,062,939

1,015,537

Gross loans to customers

2,924,525

2,051,287

Impairment allowance

(119,794)

(116,901)

2,804,731

1,934,386

2011
USD ’000

2010
USD ’000

Balance at the beginning of the year

116,901

134,462

Net charge

21,603

4,446

(11,594)

(21,040)

Effect of foreign currency translation

(7,116)

(967)

Balance at the end of the year

119,794

116,901

Loans to legal entities
Loans to global corporates
Loans to local corporates

Loans to individuals

Mortgage loans

Movements in the loan impairment allowance 2010 and 2011 years are as follows:

Write-offs

Credit quality of loans to legal entities
The Group reviewed its loan portfolio to legal entities and did not identify loans that have indicators of impairment as at
31 December 2011.
Global corporates are international public companies, generally with investment grade ratings, for which no defaults have
occurred. Local corporates are generally large-scale entities established in Russia, for which the Group has not experienced
late payments.
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The following table provides information on the credit quality of the loans to legal entities as at 31 December 2011:
Gross loans

Impairment
allowance

Net loans

Impairment to
gross loans

USD’000

USD’000

USD’000

%

1,551,167

15,512

1,535,655

1.0

310,419

3,104

307,315

1.0

1,861,586

18,616

1,842,970

1.0

Loans to global corporates
Standard loans non-impaired
Loans to local corporates
Standard loans non-impaired

The following table provides information on the credit quality of the loans to legal entities as at 31 December 2010:
Gross loans

Impairment
allowance

Net loans

Impairment to
gross loans

USD’000

USD’000

USD’000

%

854,664

8,547

846,117

1.0

181,086

1,811

179,275

1.0

1,035,750

10,358

1,025,392

1.0

Loans to global corporates
Standard loans non-impaired
Loans to local corporates
Standard loans non-impaired

The Group estimates loan impairment based on its past historical loss experience on these types of loans, and assumes 1.0%
collective rate to cover incurred but unknown losses.
Changes in these estimates could affect the loan impairment allowance. For example, to the extent that the net present
value of the estimated cash flows differs by plus/minus one percent, the impairment allowance on loans to legal entities as at
31 December 2011 would be USD 18,430 thousand lower/higher (31 December 2010: USD 10,254 thousand).

Analysis of movements in the impairment allowance for loans to legal entities
2011
USD’000

2010
USD’000

10,358

16,622

Net charge

9,796

2,395

Write-offs

(141)

(8,554)

(1,397)

(105)

18,616

10,358

Balance at the beginning of the year

Effect of foreign currency translation
Balance at the end of the year
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Credit quality of loans to individuals
The following table provides information on the credit quality of loans to individuals collectively assessed for impairment as
at 31 December 2011:
Gross loans

Impairment
allowance

Net loans

Impairment
to gross loans

USD’000

USD’000

USD’000

%

472,670

248

472,422

0.1

12,651

171

12,480

1.4

Overdue 30-59 days

3,114

241

2,873

7.7

Overdue 60-89 days

2,189

211

1,978

9.6

Overdue 90-120 days

1,730

267

1,463

15.4

92,075

92,075

-

100.0

584,429

93,213

491,216

15.9

439,459

794

438,665

0.2

Overdue less than 30 days

6,373

617

5,756

9.7

Overdue 30-59 days

2,604

773

1,831

29.7

Overdue 60-89 days

1,875

785

1,090

41.9

Overdue 90-119 days

1,510

914

596

60.5

Overdue 120-149 days

1,298

859

439

66.2

Overdue 150-180 days

1,095

894

201

81.6

Overdue more than 180 days

1,615

1,615

-

100.0

455,829

7,251

448,578

1.6

21,122

39

21,083

0.2

707

483

224

68.3

21,829

522

21,307

2.4

392

4

388

1.0

63

46

17

73.0

455

50

405

11.0

Not overdue

212

15

197

7.1

Overdue

185

127

58

68.6

397

142

255

35.8

1,062,939

101,178

961,761

9.5

Consumer loans
Not overdue
Overdue less than 30 days

Overdue more than 120 days

Credit cards
Not overdue

Mortgage loans
Not overdue
Overdue

Staff loans
Not overdue
Overdue

Overdrafts

Total loans to individuals
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The following table provides information on the credit quality of loans to individuals collectively assessed for impairment as
at 31 December 2010:
Gross loans

Impairment
allowance

Net loans

Impairment
to gross loans

USD’000

USD’000

USD’000

%

450,888

1,516

449,372

0.3

Overdue less than 30 days

18,194

426

17,768

2.3

Overdue 30-59 days

4,908

453

4,455

9.2

Overdue 60-89 days

3,647

529

3,118

14.5

Overdue 90-120 days

2,111

449

1,662

21.3

93,073

93,073

-

100.0

572,821

96,446

476,375

16.8

401,765

1,250

400,515

0.3

Overdue less than 30 days

6,813

746

6,067

10.9

Overdue 30-59 days

3,423

1,043

2,380

30.5

Overdue 60-89 days

2,484

1,153

1,331

46.4

Overdue 90-119 days

1,583

1,047

536

66.1

Overdue 120-149 days

1,934

1,293

641

66.9

Overdue 150-180 days

1,519

1,165

354

76.7

Overdue more than 180 days

1,891

1,891

-

100.0

421,412

9,588

411,824

2.3

18,773

101

18,672

0.5

798

65

733

8.1

19,571

166

19,405

0.8

1,111

165

946

14.9

46

46

-

100.0

1,157

211

946

18.2

Not overdue

448

93

355

20.8

Overdue

128

39

89

30.5

576

132

444

22.9

1,015,537

106,543

908,994

10.5

Consumer loans
Not overdue

Overdue more than 120 days

Credit cards
Not overdue

Mortgage loans
Not overdue
Overdue

Staff loans
Not overdue
Overdue

Overdrafts

Total loans to individuals
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The Group estimates loan impairment based on its past historical loss experience on these types of loans.
The significant assumptions used in determining the impairment losses for loans to individuals include
management’s assumption that loss migration rates are constant and can be estimated based on a 12 month historic loss
migration pattern, considering the current economic environment.
Changes in these estimates could affect the loan impairment provision. For example, to the extent that the net present
value of the estimated cash flows differs by plus/minus one percent, the impairment allowance on loans to individuals as at
31 December 2011 would be USD 9,618 thousand lower/higher (31 December 2010: USD 9,090 thousand).

Analysis of movements in the impairment allowance for loans to individuals
Movements in the loan impairment allowance by classes of loans to individuals for the year ended 31 December 2011 are as follows:
Consumer
loans

Credit cards

Mortgage
loans

Staff loans

Overdrafts

Total

USD’000

USD’000

USD’000

USD’000

USD’000

USD’000

96,446

9,588

167

211

131

106,543

-

(11,222)

-

-

(231)

(11,453)

2,103

9,220

399

(164)

249

11,807

(5,336)

(335)

(43)

3

(8)

(5,719)

93,213

7,251

523

50

141

101,178

Balance at the beginning of the year
Write-offs
Net charge (recovery)
Effect of foreign currency translation
Balance at the end of the year

Movements in the loan impairment allowance by classes of loans to individuals for the year ended 31 December 2010 are as follows:
Consumer
loans

Credit cards

Mortgage
loans

Staff loans

Overdrafts

Total

USD’000

USD’000

USD’000

USD’000

USD’000

USD’000

96,561

20,359

194

542

184

117,840

-

(12,486)

-

-

-

(12,486)

624

1,833

(26)

(328)

(52)

2,051

(739)

(118)

(1)

(3)

(1)

(862)

96,446

9,588

167

211

131

106,543

Balance at the beginning of the year
Write-offs
Net charge (recovery)
Effect of foreign currency translation
Balance at the end of the year

Industry and geographical analysis of the loan portfolio
Loans to customers were issued primarily to customers located within the Russian Federation who operate in the following
economic sectors:
2011
USD ’000

2010
USD ’000

1,062,939

1,015,537

Manufacturing

843,467

421,728

Trade

617,962

349,816

Telecommunication

137,134

92,687

Energy

25,997

131,371

237,026

40,148

2,924,525

2,051,287

(119,794)

(116,901)

2,804,731

1,934,386

Individuals

Other
Gross loans to customers
Impairment allowance
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Analysis of collateral
Loans to legal entities
Loans issued to global corporates with a net carrying amount of USD 1,309,020 thousand (2010: USD 787,338 thousand)
are secured by guarantees of parent companies or other Citigroup entities. Loans to global corporates with a net carrying
amount of USD 226,635 thousand (2010: USD 58,779 thousand) are not secured. Loans to local corporates are not secured.
Collateral obtained
During the year ended 31 December 2011, the Group did not obtain assets by taking possession of collateral for loans to legal
entities (2010: nil).

Loans to individuals
Mortgage loans are secured by underlying residential property. Credit cards, overdrafts and consumer loans are not secured.
Mortgage loans
For mortgage loans with a net carrying amount of USD 21,307 thousand (2010: USD 19,405 thousand) management believes
that the fair value of collateral is at least equal to the carrying amount of individual loans at the reporting date.
Collateral obtained
During the year ended 31 December 2011, the Group did not obtain assets by taking possession of collateral for loans to
individuals (2010:nil).

Loan maturities
The maturity of the loan portfolio is presented in note 29, which shows the remaining period from the reporting date to the
contractual maturity of the loans. Due to the short-term nature of the loans issued by the Group, it is likely that many of the
loans will be prolonged at maturity. Accordingly, the effective maturity of the loan portfolio may be significantly longer than
the term based on contractual terms.
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14.	Financial instruments available-for-sale
2011
USD ’000

2010
USD ’000

3,149,241

2,056,972

Rosselkhozbank

97,892

38,578

EBRD

33,380

92,330

Gazprom Eurobonds

32,553

-

Vneshtorgbank Eurobonds

29,608

30,823

Moscow Government

10,176

87,805

Agency on Mortgage Crediting (AIZhK)

9,727

32,113

Gazprom

2,169

5,817

569

603

Vnesheconombank Eurobonds

-

250,646

Moscow region government

-

42,007

Rossiyskie Zheleznye Dorogi (RZhD)

-

36,084

137

145

58,438

-

Russian Government GKO/OFZ

11,852

-

Agency on Mortgage Crediting (AIZhK)

9,063

-

3,444,805

2,673,923

Unpledged
Debt and other fixed income securities
Russian Government GKO/OFZ

Russian Government Eurobonds

Equity securities
NBCH
Pledged under overnight loans
Debt and other fixed income securities
Moscow Government

No financial instruments available-for-sale are impaired.
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15.	Property and equipment
Land, buildings
and leasehold
improvements

Equipment

Total

77,522

99,891

177,413

Additions

7,091

12,951

20,042

Disposals

(623)

(8,823)

(9,446)

Effect of foreign currency translation

(4,658)

(5,714)

(10,372)

At 31 December 2011

79,332

98,305

177,637

(24,865)

(69,853)

(94,718)

(7,687)

(10,846)

(18,533)

-

784

784

1,980

4,602

6,582

(30,572)

(75,313)

(105,885)

48,760

22,992

71,752

Land, buildings
and leasehold
improvements

Equipment

Total

83,109

94,473

177,582

Additions

4,516

8,831

13,347

Disposals

(9,468)

(2,692)

(12,160)

(635)

(721)

(1,356)

77,522

99,891

177,413

(25,689)

(60,409)

(86,098)

(4,409)

(12,220)

(16,629)

5,021

2,272

7,293

212

504

716

(24,865)

(69,853)

(94,718)

52,657

30,038

82,695

USD ’000

Cost
At 1 January 2011

Depreciation
At 1 January 2011
Depreciation charge
Disposals
Effect of foreign currency translation
At 31 December 2011
Carrying value at 31 December 2011

USD ’000

Cost
At 1 January 2010

Effect of foreign currency translation
At 31 December 2010
Depreciation
At 1 January 2010
Depreciation charge
Disposals
Effect of foreign currency translation
At 31 December 2010
Carrying value at 31 December 2010

16.	Goodwill
Goodwill arose on the acquisition of ABN-Amro’s custody business in January of 2005.
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17.

Deposits and balances from banks
2011
USD ’000

2010
USD ’000

Vostro accounts

383,303

350,786

Term deposits

357,628

515,693

740,931

866,479

Concentration of deposits and balances from banks
As at 31 December 2011 and 2010 exposures that individually comprise more than 10% of deposits and balances from banks are
as follows:
2011
USD ’000

2010
USD ’000

Citibank London

156,617

207,057

Vneshtorgbank

93,190

-

249,807

207,057

2011
USD ’000

2010
USD ’000

Demand deposits

4,551,817

4,056,602

Term deposits

1,881,664

1,944,822

6,433,481

6,001,424

18.

Current accounts and deposits from customers

As at 31 December 2011 and 2010, there are no demand or term deposits from customers that individually exceed 10% of total
customer accounts.

19.	Other liabilities
2011
USD ’000

2010
USD ’000

Accrued expenses

46,016

52,358

Settlements

40,341

31,587

Taxes payable

12,213

7,014

Other payables

3,475

4,505

102,045

95,464
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20.	Share capital
The Bank converted from a limited liability company to a closed joint-stock company in November 2001. In conjunction
with this change in legal form, the Bank issued 1,000 ordinary shares at RUB 1 million per share in exchange for the
partner’s previous interest and USD 25,644 thousand in retained earnings. In accordance with the Charter documents
the Bank has right to issue an additional 6,000 ordinary shares at RUB 1 million per share and 2,000 preference shares at
RUB 1 million per share. At 31 December 2011, 1,000 ordinary shares remain issued and outstanding. The Bank received
additional paid in capital of USD 50,000 thousand from Citigroup in 2007, however no additional shares were issued.

21.

Risk management

Management of risk is fundamental to the business of banking and is an essential element of the Group’s operations. The
major risks faced by the Group are those related to market risk, credit risk and liquidity risk.

Risk management policies and procedures
The risk management policies aim to identify, analyse and manage the risks faced and to set appropriate risk limits and
controls, and to continuously monitor risk levels and adherence to limits. Risk management policies and procedures are
reviewed regularly to reflect changes in market conditions, products and services offered and emerging best practice.
The Board of Directors has overall responsibility for the oversight of the risk management framework, overseeing the
management of key risks and reviewing its risk management policies and procedures as well as approving significantly large
exposures.
The Management Board is responsible for monitoring and implementation of risk mitigation measures and making sure that
the Group operates within the established risk parameters. The Head of the Risk Department is responsible for the overall
risk management and compliance functions, ensuring the implementation of common principles and methods for identifying,
measuring, managing and reporting both financial and non-financial risks. He reports directly to the President and indirectly
to the Board of Directors.
Credit, market and liquidity risks both at the portfolio and transactional levels are managed and controlled through a system
of Credit Committees and an Asset and Liability Management Committee (ALCO). In order to facilitate efficient and effective
decision-making, the Group has established a hierarchy of credit committees depending on the type and amount of the
exposure.
Both external and internal risk factors are identified and managed throughout the organisation. Particular attention is
given to identifying the full range of risk factors and determination of the level of assurance over the current risk mitigation
procedures. Apart from the standard credit and market risk analysis, the Risk Department monitors financial and nonfinancial risks by holding regular meetings with operational units in order to obtain expert judgments in their areas of
expertise.

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises currency risk, interest rate risk and other price risks. Market risk arises from open
positions in interest rate, currency and equity financial instruments, which are exposed to general and specific market
movements and changes in the level of volatility of market prices.
The objective of market risk management is to manage and control market risk exposures within acceptable parameters,
whilst optimizing the return on risk.
Overall authority for market risk is vested in the ALCO, which is chaired by the President. Market risk limits are approved
based on recommendations of the Risk Department’s Market Risk Management Division.
The Group manages its market risk by setting open position limits in relation to financial instruments, interest rate maturity
and currency positions and stop-loss limits. They are monitored and reassessed on a regular basis.
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The Group monitors market risks by modelling the result of a fixed change in the monitored market factor while keeping
other factors constant. The potential change in the portfolio value is then defined depending on the current sensitivity of the
opened position to the changes in the market factors.
In addition, the Group uses a wide range of stress tests to model the financial impact of a variety of exceptional market
scenarios on individual trading portfolios and the overall position. Stress tests provide an indication of the potential size of
losses that could arise in extreme conditions. The stress tests carried out by the Group include risk factor stress testing,
where stress movements are applied to each risk category and ad hoc stress testing, which includes applying possible stress
events to specific positions.
The Group also utilizes Value-at-Risk (VAR) methodology to monitor market risk of its trading positions. The Group does not
solely rely on its VAR calculations in its market risk measurement due to inherent risk of usage of VAR. The limitations of the
VAR methodology are recognised by supplementing VAR limits with other position and sensitivity limit structures, including
limits to address potential concentration risks within each trading portfolio, and gap analysis.

Interest rate risk
The Group is exposed to interest rate risk as its interest-bearing assets and liabilities have different maturity dates, periods of
interest rate changes and volumes during these periods. For variable interest rates, the Group is exposed to a basis risk due
to the different mechanisms of setting different interest rates, such as Libor or MosPrime. The interest rate risk management
activities are aimed at optimising net interest income in accordance with the Group’s strategy.
The Group holds trading positions in various financial instruments. The majority of business activities are conducted based
on the requirements of customers. In accordance with the estimated demand from customers, the Group holds a supply of
financial instruments and maintains access to the financial markets through the quoting of bid and ask prices and by trading
with other market makers. These positions are also held for the purpose of speculation on the expected future developments
of financial markets. The speculative expectation and market making thus aims to maximize net income from trading.
An analysis of sensitivity of profit or loss and equity as a result of changes in the fair value of financial instruments as at
31 December 2011 and 2010 due to changes in the interest rates based on a simplified scenario of a 100 basis point (bp)
symmetrical fall or rise in all yield curves is as follows:
2011
Profit
or loss
USD ’000

100 bp parallel increase
100 bp parallel decrease

2010

Equity
USD ’000

Profit
or loss
USD ’000

Equity
USD ’000

(6,468)

(62,418)

(5,262)

(38,932)

6,468

62,418

5,262

38,932

The above analysis assumes all available-for-sale securities will be held for at least one year from the reporting date.
An analysis of sensitivity of profit or loss and equity to changes in interest rate repricing risk based on a simplified scenario
of a 100 basis point (bp) symmetrical fall or rise in all yield curves and positions of all interest-bearing assets and liabilities
existing as at 31 December 2011 and
2010 is as follows:
2011

2010

Profit
or loss
USD ’000

Equity
USD ’000

Profit
or loss
USD ’000

Equity
USD ’000

100 bp parallel increase

(37,731)

(37,731)

(31,312)

(31,312)

100 bp parallel decrease

37,731

37,731

31,312

31,312
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Currency risk
The Group has assets and liabilities denominated in several foreign currencies. Foreign currency risk arises when the
actual or forecasted assets in a foreign currency are either greater or less than the liabilities in that currency. For further
information on the exposure to currency risk at year end refer to note 30.
The measurement of the currency risk is based on the currency exposure in the individual currencies. The currency exposure
calculated for individual currencies is subject to the simulation of a standardised change in the currency rate in comparison
with the functional currency (appreciation of the currency monitored), and the value of the currency exposure at the new
level of the currency rate is calculated. The difference between the calculated values represents the potential change in the
value of the portfolio in a particular currency and is compared with the limit. The limits are usually symmetrical, i.e. limiting
the maximum long and short position to the same extent.
A more comprehensive approach is provided by the calculation of VAR. The Group also carries out stress testing of the
currency risk while adhering to the same methodology, but the fixed movement in exchange rates is replaced with the
movement in currency rates defined for stress testing purposes.
The Group sets currency risk limits based on its net currency exposure in individual currencies and with respect to the total
currency exposure.
An analysis of sensitivity of profit or loss and equity to changes in the foreign currency exchange rates based on positions
existing as at 31 December 2011 and 2010 and a simplified scenario of a 5% change in USD and other currencies to Russian
Rouble exchange rates is as follows:
2011

2010

Profit or loss
USD ’000

Equity
USD ’000

Profit or loss
USD ’000

Equity
USD ’000

5% appreciation of USD against RUB

7,722

7,722

(3,933)

(3,933)

5% depreciation of USD against RUB

(7,722)

(7,722)

3,933

3,933

5% appreciation of other currencies against RUB

(234)

(234)

2,004

2,004

5% depreciation of other currencies against RUB

234

234

(2,004)

(2,004)

Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations. The Group has developed policies and procedures for the management of credit exposures (both for
recognised financial assets and unrecognised contractual commitments), including guidelines to limit portfolio concentration
and the establishment of a Credit Committee, which actively monitors credit risk. The credit policy is reviewed and approved
by the Management Board.
The credit policy establishes:
■■
procedures for review and approval of loan/credit applications
■■
methodology for the credit assessment of borrowers (corporate and consumer)
■■
methodology for the credit assessment of counterparties, issuers and insurance companies
■■
methodology for the evaluation of collateral
■■
credit documentation requirements
■■
procedures for the ongoing monitoring of loans and other credit exposures.
Corporate loan/credit applications are originated by the relevant client managers and are then passed on to the Loan
Department, which is responsible for the corporate loan portfolio. Analysis reports are based on a structured analysis
focusing on the customer’s business and financial performance. The loan/credit application and the report are then
independently reviewed by the Risk Department’s Credit Risk Management Division and a second opinion is given
accompanied by a verification that credit policy requirements are met. The Credit Committee reviews the loan/credit
application on the basis of submissions by the Loan Department and the Risk Department. Individual transactions are also
reviewed by the Legal, Accounting and Tax departments depending on the specific risks and pending final approval of the
Credit Committee.
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The Group continuously monitors the performance of individual credit exposures and regularly reassesses the
creditworthiness of its customers. The review is based on the customer’s most recent financial statements and other
information submitted by the borrower, or otherwise obtained by the Group.
Retail loan/credit applications are reviewed by the Retail Lending Division through the use of scoring models and application
data verification procedures developed together with the Risk Department.
Apart from individual customer analysis, the whole credit portfolio is assessed by the Risk Department with regard to credit
concentration and market risks.
The maximum exposure to credit risk is generally reflected in the carrying amounts of financial assets in the consolidated
statement of financial position and unrecognised contractual commitment amounts. The impact of possible netting of assets
and liabilities to reduce potential credit exposure is not significant.
The maximum exposure to credit risk from financial assets at the reporting date is as follows:
2011
USD ’000

2010
USD ’000

Cash

174,705

181,710

Due from the Central Bank of the Russian Federation

116,603

1,026,015

1,837,984

2,005,823

442,822

419,033

Loans to customers

2,804,731

1,934,386

Financial instruments available-for-sale

3,444,805

2,673,923

103,876

84,357

8,925,526

8,325,247

ASSETS

Placements with banks and other financial institutions
Financial instruments held for trading

Other financial assets
Total maximum exposure

The maximum exposure to credit risk from unrecognised contractual commitments at the reporting date is presented in note 22.
The Group monitors concentrations of credit risk by industry/sector and by geographic location. For the analysis of
concentration of credit risk in respect of loans to customers refer to note 13.
As at 31 December 2011 the Group has debt securities issued by the Government of the Russian Federation (2010:
debt securities issued by the Government of the Russian Federation), credit risk exposure to whom exceeds 10% of
maximum credit risk exposure. The credit risk exposure for these financial instruments as at 31 December 2011 is
USD 3,387,871 thousand (31 December 2010: USD 2,353,486 thousand).

Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with its financial liabilities
that are settled by delivering cash or another financial asset. Liquidity risk exists when the maturities of assets and liabilities
do not match. The matching and/or controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to liquidity management. It is unusual for financial institutions ever to be completely matched since business
transacted is often of an uncertain term and of different types. An unmatched position potentially enhances profitability, but
can also increase the risk of losses.
The Group maintains liquidity management with the objective of ensuring that funds will be available at all times to honor all
cash flow obligations as they become due. The liquidity policy is reviewed and approved by the Management Board.
The Group seeks to actively support a diversified and stable funding base comprising long-term and short-term loans from
other Citigroup entities, core corporate and retail customer deposits, accompanied by diversified portfolios of highly liquid
assets, in order to be able to respond quickly and smoothly to unforeseen liquidity requirements.
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The liquidity management policy requires:
■■
projecting cash flows by major currencies and considering the level of liquid assets necessary in relation thereto
■■
maintaining a diverse range of funding sources
■■
managing the concentration and profile of debts
■■
maintaining debt financing plans
■■
maintaining a portfolio of highly marketable assets that can easily be liquidated as protection against any interruption
to cash flow
■■
maintaining liquidity and funding contingency plans
■■
monitoring liquidity ratios against regulatory requirements.
The Group monitors daily its liquidity position. Liquidity reports covering the liquidity position of the Group along with the
stress testing simulations are regularly presented to the ALCO.
The Bank also calculates mandatory liquidity ratios on a daily basis in accordance with the requirements of the CBRF. The
Bank is in compliance with these ratios during the years ended
31 December 2011 and 2010.
The following tables show the undiscounted cash flows from financial liabilities and credit related commitments on the basis
of their earliest possible contractual maturity. The total gross inflow and outflow disclosed in the tables is the contractual,
undiscounted cash flow on the financial liability or commitment. These expected cash flows can vary significantly from the
actual future cash flows.
The liquidity position as at 31 December 2011 is as follows:
Less than
1 month

1 to 3 months

3 to 6 months

6 months to
1 year

More than
1 year

Total
gross outflow
(inflow)

Carrying
amount

Loans received from
the Central Bank of the
Russian Federation

74,279

-

-

-

-

74 279

74,279

Deposits and balances
from banks

734,661

4,467

319

1,973

-

741,420

740,931

6,320,260

81,096

23,164

10,404

2,407

6,437,331

6,433,481

75,845

6,766

19,269

165

-

102,045

102,045

(2,160,606)

(2,115,837)

(1,624,028)

(678,728)

(922,155)

(7,501,354)

(185,710)

2,152,919

2,101,655

1,649,021

676,883

905,871

7,486,349

164,690

7,197,358

78,147

67,745

10,697

(13,877)

7,340,070

7,329,716

250,400

122,737

293,646

439,691

903,128

2,009,602

2,009,602

USD ’000

Non-derivative liabilities

Current accounts and
deposits from customers
Other liabilities
Derivatives
- Inflow
- Outflow
Total
Credit related
commitments
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The liquidity position as at 31 December 2010 is as follows:

USD ’000

3 to 6 months

6 months to
1 year

More than
1 year

Total
gross outflow
(inflow)

Carrying
amount

5,672

1,575

663

-

866,691

866,479

5,690,837

269,594

21,347

19,395

3,259

6,004,432

6,001,424

86,559

8,346

290

139

130

95,464

95,464

(2,316,671)

(1,626,531)

(1,383,681)

(956,179)

(1,042,054)

(7,325,116)

(104,549)

2,315,042

1,625,132

1,383,212

964,584

1,025,055

7,313,025

92,458

6,634,548

282,213

22,743

28,602

(13,610)

6,954,496

6,951,276

731,873

102,369

200,393

150,231

762,130

1,946,996

1,946,996

Less than
1 month

1 to 3 months

858,781

Non-derivative liabilities
Deposits and balances
from banks
Current accounts and
deposits from customers
Other liabilities
Derivatives
- Inflow
- Outflow
Total
Credit related
commitments

For further information on the exposure to liquidity risk at year end refer to note 29.

22.

Commitments

Guarantees and letters of credit
The Bank issues guarantees and letters of credit on behalf of its customers. These instruments bear a credit risk similar to
that of loans granted. The amounts outstanding based on the contractual maturity of the instruments are as follows:
2011
USD ’000

2010
USD ’000

2011

-

315,209

2012

425,526

152,060

2013

42,923

7,531

2014

17,607

1,936

2015

138

138

2016

6,483

6,483

2018

2,743

2,743

2021

70

-

495,490

486,100

2011

-

11,041

2012

28,266

-

2013

3,655

-

31,921

11,041

Guarantees issued maturing in:

Letters of credit issued maturing in:
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The contractual maturity of the above instruments is the latest date that the Group may be called to honour its obligation
under the instrument.
Based on management’s estimate, no provisions are required against guarantees and letters of credit issued by the Group.

Undrawn loan commitments
At 31 December 2011 the Group had the following undrawn loan commitments:
USD’000

Overdrafts
Credit cards
Loans and credit lines

Loans to
individuals

Loans to legal
entities

Total

2,916

317,773

320,689

1,056,571

42,385

1,098,956

5,138

57,408

62,546

1,064,625

417,566

1,482,191

Loans to
individuals

Loans to legal
entities

Total

3,675

335,385

339,060

1,019,283

33,537

1,052,820

6,772

51,203

57,975

1,029,730

420,125

1,449,855

At 31 December 2010 the Group had the following undrawn loan commitments:
USD’000

Overdrafts
Credit cards
Loans and credit lines

Leases as lessee
Future lease payments (net of VAT and operating costs) under operating leases in effect at 31 December 2011 and
31 December 2010 are detailed below:
2011
USD ’000

2010
USD ’000

35,317

33,992

Between 1 and 5 years

150,185

149,496

More than 5 years

109,725

122,593

295,227

306,081

Less than 1 year

During 2011 USD 36,633 thousand is recognized as an expense in profit or loss in respect of operating leases (2010:
USD 36,972 thousand).

23.

Contingencies

Taxation contingencies
The taxation system in the Russian Federation is relatively new and is characterised by frequent changes in legislation,
official pronouncements and court decisions, which are often unclear, contradictory and subject to varying interpretation
by different tax authorities. Taxes are subject to review and investigation by a number of authorities who have the authority
to impose severe fines, penalties and interest charges. A tax year remains open for review by the tax authorities during the
three subsequent calendar years; however, under certain circumstances a tax year may remain open longer. Recent events
within the Russian Federation suggest that the tax authorities are taking a more assertive position in their interpretation and
enforcement of tax legislation.
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These circumstances may create tax risks in the Russian Federation that are substantially more significant than in other
countries. Management believes that it has provided adequately for tax liabilities based on its interpretations of applicable
Russian tax legislation, official pronouncements and court decisions. However, the interpretations of the relevant authorities
could differ and the effect on the financial position, if the authorities were successful in enforcing their interpretations, could
be significant.

Insurance
The insurance industry in the Russian Federation is in a developing state and many forms of insurance protection common
in other parts of the world are not yet generally available. The Group does not have full coverage for its premises and
equipment, business interruption, or third party liability in respect of property or environmental damage arising from
accidents on Group’s property or relating to operations. Until the Group obtains adequate insurance coverage, there is a risk
that the loss or destruction of certain assets could have a material adverse effect on operations and financial position.

Litigation
In the ordinary course of business, the Group is subject to legal actions and complaints. Management believes that the
ultimate liability, if any, arising from such actions or complaints, will not have a material adverse effect on the financial
condition or the results of future operations of the Group.

24.

Related party transactions

Control relationships
The Group’s parent is Citibank Overseas Investment Corporation, headquartered in the United States.
The party with ultimate control over the Group is Citigroup Inc., which produces publicly available financial statements.

Transactions with directors and executive officers
All remuneration is in the form of short term employee benefits. The total remuneration of directors and executive officers
was USD 5,917 thousand and USD 7,396 thousand for the years ended 31 December 2011 and 2010, respectively.
Loans to directors and executive officers totalled USD 937 thousand and USD 4,907 thousand at 31 December 2011 and
2010, respectively. The average effective interest rates for these loans were 7.8% and 6.7% at 31 December 2011 and 2010,
respectively.

Transactions with other Citigroup entities
The following balances and average interest rates were outstanding with other Citigroup entities at 31 December 2011 and
2010:
2011

2010

Value
USD ’000

Average effective
interest rate

Value
USD ’000

Average effective
interest rate

Placements with banks and other financial institutions

465,273

0.4%

551,652

0.5%

Financial assets held for trading — derivatives

115,049

-

56,110

-

Deposits and balances from banks

240,011

0.8%

267,367

1.1%

Financial liabilities held for trading — derivatives

129,970

-

61,031

-

3,368

-

-

-

Other liabilities
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Amounts included in profit or loss for the years ended 31 December 2011 and 31 December 2010 in relation to transactions
with other Citigroup entities are as follows:

Interest income
Interest expense
Fee and commission income
Fee and commission expense
Other income
General administrative expenses

2011
USD ’000

2010
USD ’000

4,354

6,333

(7,291)

(2,731)

4,859

11,382

(17,008)

(15,509)

26,477

14,034

(67,537)

(17,737)

In addition to the above, during the reporting periods the Group concluded foreign exchange contracts with other Citigroup
entities. Gains and losses from these contracts are included in profit or loss for the years ended 31 December 2011 and 2010.
In addition gains and losses on translation of foreign currency deposits and balances to/from Citigroup entities are also
included in profit or loss for the years ended 31 December 2011 and 2010.
Amounts of guarantees issued to other Citigroup entities as at 31 December 2011 and 2010 are as follows:

Guarantees issued to other Citigroup entities

2011
USD ’000

2010
USD ’000

44,794

53,835

Amounts of guarantees received from other Citigroup entities as at 31 December 2011 and 2010 are as follows:

Guarantees received from other Citigroup entities
for corporate loans issued and undrawn facilities

25.

2011
USD ’000

2010
USD ’000

1,691,000

1,734,000

Cash and cash equivalents

Cash and cash equivalents at the end of the financial year as shown in the consolidated statement of cash flows are
comprised of the following items:

Cash
Due from the Central Bank - nostro accounts
Due from the Central Bank - loan deposit

2011
USD ’000

2010
USD ’000

174,705

181,710

16,327

373,119

-

590,660

191,032

1,145,489

26.	Fair value of financial instruments
The estimated fair values of financial instruments held for trading and quoted available-for-sale assets are based on quoted
market prices at the reporting date without any deduction for transaction costs. Management believes that the fair value of
all financial instruments carried at amortized cost does not differ significantly from their carrying value as the majority of the
financial instruments are short-term in nature and interest rates on such instruments are at market as at the reporting date.
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The estimate of fair value is intended to approximate the amount for which a financial instrument can be exchanged between
knowledgeable, willing parties in an arm’s length transaction. However given the uncertainties and the use of subjective
judgement, the fair value should not be interpreted as being realisable in an immediate sale of the assets or settlement of
liabilities.

Fair value hierarchy
The Group measures fair values for financial instruments recorded on the consolidated statement of financial position using
the following fair value hierarchy that reflects the significance of the inputs used in making the measurements:
■■
Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.
■■
Level 2: Valuation techniques based on observable inputs, either directly (i.e, as prices) or indirectly (i.e, derived
from prices). This category includes instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for identical or similar instruments in markets that are considered less than active; or
other valuation techniques where all significant inputs are directly or indirectly observable from market data.
■■
Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments where
the valuation technique includes inputs not based on observable data and the unobservable inputs have a significant
effect on the instrument’s valuation. This category includes instruments that are valued based on quoted prices for
similar instruments where significant unobservable adjustments or assumptions are required to reflect differences
between the instruments.
The tables below analyse financial instruments measured at fair value at 31 December 2011 and 2010, by the level in the fair
value hierarchy into which the fair value measurement is categorised:
2011
Level 1

Financial instruments held for trading - assets
Financial instruments held for trading - liabilities
Financial instruments available-for-sale

Level 2

Total

Quoted Valuation techniques based
market prices on market observable inputs
USD’000
USD’000

USD’000

257,112

185,710

442,822

-

164,690

164,690

3,444,805

-

3,444,805
2010

Level 1

Financial instruments held for trading - assets
Financial instruments held for trading - liabilities
Financial instruments available-for-sale

Level 2

Total

Quoted Valuation techniques based
market prices on market observable inputs
USD’000
USD’000

USD’000

314,484

104,549

419,033

-

92,458

92,458

2,673,923

-

2,673,923

As at 31 December 2011 and 2010, the Group does not have any financial instruments for which fair value is based on valuation
techniques involving the use of non-market observable inputs.

27.

Capital management

The Central Bank of the Russian Federation sets and monitors capital requirements for the Bank.
The Bank defines as capital those items defined by statutory regulation as capital for credit institutions. Under the current
capital requirements set by the Central Bank of the Russian Federation, banks have to maintain a ratio of capital to risk
weighted assets (statutory capital ratio) above the prescribed minimum level. As at 31 December 2011, this minimum level is
10%. The Bank was in compliance with the statutory capital ratio during the years ended 31 December 2011 and 2010.
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The following table shows the capital position calculated in accordance with requirements set by the CBRF:

Capital in USD’000

2011

2010

1,342,298

1,231,179

20.0

24.8

Statutory capital ratio in %

28.

Average effective interest rates

The table below displays average effective interest rates for interest bearing assets and liabilities as at 31 December 2011 and
2010. These interest rates are an approximation of the yields to maturity of these assets and liabilities.
2011
Average effective interest rate, %

2010
Average effective interest rate, %

RUB

USD

Other
currencies

RUB

USD

Other
currencies

-

-

-

3.0%

-

-

Placements with banks and other financial
institutions

7.1%

1.9%

0.4%

4.1%

1.5%

0.6%

Financial instruments held for trading

7.6%

7.5%

-

8.0%

7.5%

-

13.9%

2.1%

3.2%

13.6%

2.7%

5.2%

7.6%

5.9%

6.2%

8.3%

2.1%

-

4.5%

0.1%

-

1.5%

3.2%

0.7%

- Current accounts and demand deposits

0.6%

0.1%

0.1%

0.9%

0.3%

0.4%

- Term deposits

4.7%

0.5%

0.7%

2.9%

0.2%

0.7%

Interest bearing assets
Due from the CBRF

Loans to customers
Financial instruments available-for-sale
Interest bearing liabilities
Deposits and balances from banks
- Term deposits
Current accounts and deposits from customers
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29.

Maturity analysis

The following table shows all assets and liabilities as at 31 December 2011 by their remaining contractual maturities with the
exception of securities included in financial instruments held for trading and financial instruments available-for-sale. Such
securities are shown in the category “Less than 1 month” as management believes they are liquid assets which can be sold
quickly in response to liquidity needs, if necessary.
Less than
1 month

1 to 3 months

3 to 6 months

6 months
to 1 year

More than
1 year

No maturity

Total

Cash

174,705

-

-

-

-

-

174,705

Due from the Central
Bank of the Russian
Federation

116,603

-

-

-

-

-

116,603

1,104,155

110,874

37,247

341,235

244,473

-

1,837,984

292,675

50,305

30,926

21,740

47,176

-

442,822

Loans to customers

1,434,543

146,961

181,916

125,071

916,240

-

2,804,731

Financial instruments
available-for-sale

3,444,668

-

-

-

-

137

3,444,805

31,346

11,252

26,948

9,005

24,980

345

103,876

Property and equipment

-

-

-

-

-

71,752

71,752

Goodwill

-

-

-

-

-

6,205

6,205

Deferred tax asset

-

-

-

-

-

85

85

6,598,695

319,392

277,037

497,051

1,232,869

78,524

9,003,568

Financial instruments
held for trading

26,028

35,309

53,213

25,055

25,085

-

164,690

Loans received from
the Central Bank of the
Russian Federation

74,279

-

-

-

-

-

74,279

Deposits and balances
from banks

734,313

4,421

311

1,886

-

-

740,931

6,317,683

37,995

64,551

10,899

2,353

75,845

6,766

19,269

165

-

-

102,045

Total liabilities

7,228,148

84,491

137,344

38,005

27,438

-

7,515,426

Net position as at
31 December 2011

(629,453)

234,901

139,693

459,046

1,205,431

78,524

1,488,142

Net position as at
31 December 2010

158,230

(37,666)

214,515

347,701

586,497

79,593

1,348,870

Cumulative net position
as at 31 December 2011

(629,453)

(394,552)

(254,859)

204,187

1,409,618

1,488,142

-

Cumulative net position
as at 31 December 2010

158,230

120,564

335,079

682,780

1,269,277

1,348,870

-

USD ’000

Assets

Placements with banks
and other financial
institutions
Financial instruments
held for trading

Other assets

Total assets
Liabilities

Current accounts and
deposits from customers
Other liabilities

6,433,481

Management uses deposits and other funds from Citigroup entities to manage the short term liquidity gap.
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As at 31 December 2011 and 2010 the contractual maturities of securities included in financial instruments held for trading and
financial instruments available-for-sale are as follows:
2011
USD ’000

2010
USD ’000

From 1 to 3 months

-

6,645

From 3 to 6 months

12,313

273,133

901,629

276,342

2,787,838

2,432,142

3,701,780

2,988,262

From 6 months to 1 year
More than 1 year

30.

Currency analysis

The following table shows the currency structure of assets and liabilities at 31 December 2011.
USD ’000

Roubles

USD

Other currencies

Total

Cash

137,967

26,065

10,673

174,705

Due from the Central Bank of the Russian Federation

116,603

-

-

116,603

Placements with banks and other financial institutions

841,424

525,338

471,222

1,837,984

Assets

Financial instruments held for trading

280,345

121,153

41,324

442,822

Loans to customers

2,199,379

551,345

54,007

2,804,731

Financial instruments available-for-sale

3,382,075

53,282

9,448

3,444,805

Other assets

84,684

2,801

16,391

103,876

Property and equipment

71,752

-

-

71,752

6,205

-

-

6,205

85

-

-

85

7,120,519

1,279,984

603,065

9,003,568

Financial instruments held for trading

99,696

23,433

41,561

164,690

Loans received from the Central Bank of the Russian Federation

74,279

-

-

74,279

Goodwill
Deferred tax asset
Total assets
Liabilities

Deposits and balances from banks

648,697

37,848

54,386

740,931

5,096,615

934,637

402,229

6,433,481

95,785

5,095

1,165

102,045

Total liabilities

6,015,072

1,001,013

499,341

7,515,426

Net recognized position as at 31 December 2011

1,105,447

278,971

103,724

1,488,142

195,498

(85,923)

(109,575)

-

Net position as at 31 December 2011

1,300,945

193,048

(5,851)

1,488,142

Net position as at 31 December 2010

1,397,110

(98,328)

50,088

1,348,870

Current accounts and deposits from customers
Other liabilities

Effect of foreign currency exchange contracts as at 31 December 2011

31.	Events after the reporting period
By the decision of the management of the Group the business activity of OOO “CitiLeasing” was ceased and the company was
liquidated on 29 March 2012. The management believes that the event will not have significant impact on financial position of
the Group.
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for the 2011 reporting year

Information on the audit firm
Name of the audit firm:

Closed Joint Stock Company KPMG.

Location (legal address):

18/1, Olympiysky prospect, Room 3035, Moscow 129110.

Postal address:

10, Presnenskaya Naberezhnaya, Block C, floor 31, Moscow 123317.

State registration:

Registered by the Moscow Registration Chamber on 25 May 1992,
Registration No. 011.585.
Included in the Unified State Register of Legal Entities on 13 August 2002 by
Moscow’s Inter-Regional Tax Inspectorate No. 39 of the Ministry for Taxes and
Duties of the Russian Federation, Registration No. 1027700125628, Certificate series
77 No. 005721432.

Self-regulating auditors’
organisation membership:

Member of the Non-commercial Partnership “Chamber of Auditors of Russia”.
The Principal Registration Number of the Entry in the State Register of Auditors and
Audit Organisations: No. 10301000804.
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Information on the audited company
Name of the audited company:

Closed Joint Stock Company Commercial Bank “Citibank”.

Location (legal address):

8/10, Gasheka street, Moscow 125047.

Postal address:

8/10, Gasheka street, Moscow 125047.

State registration:

Registered by the Central Bank of the Russian Federation on 1 November 1993,
Registration No. 2557. Re-registered as Closed Joint Stock Company Commercial
Bank “Citibank” on 5 November 2001.
Included in the Unified State Register of Legal Entities on 14 November 2002 by
Moscow’s Inter-Regional Tax Inspectorate No. 39 of the Ministry for Taxes and
Duties of the Russian Federation, Registration No. 1027700431296, Certificate series
77 No. 00480345.

Types of licenses valid to carry out
banking operations during the audit
period:

General license to carry out banking operations No. 2557 issued by the Central
Bank of the Russian Federation on 20 July 1999 (with respective changes dated
5 November 2001).

Types of licenses valid to carry out
professional activity on securities
market:

Licenses of a professional participant of securities market issued by Federal
Financial Markets Service to carry out depository activity No. 177-02719000100 dated 1 November 2000, brokerage operations No. 177-02738-10000 dated
9 November 2000, dealer activity No.177-02751-010000 dated 9 November 2000,
special depository operations with investment funds, unit investment funds and
non-governmental pension funds No. 22-000-1-00042 dated 13 November 2001.
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Auditors’ report

To the shareholders of the Closed Joint Stock Company Commercial Bank “Citibank”
We have audited the accompanying financial statements (annual report) of the Closed Joint Stock Company Commercial
Bank “Citibank” (hereinafter the “Bank”) for the 2011 reporting year.
The financial statements (annual report) of the Bank, set on 46 (forty six) pages, comprise:
■■
■■
■■
■■

■■
■■

■■

balance sheet (for publication purposes) as at 1 January 2012;
profit and loss statement (for publication purposes) for the year 2011;
cash flow statement (for publication purposes) for the year 2011;
report on capital adequacy, the amount of provisions for impairment of doubtful loans and other assets (for
publication purposes) as at 1 January 2012;
statutory requirements (for publication purposes) as at 1 January 2012;
report on the structure of the bank (consolidated) group, own funds adequacy and the amount of created provisions
for impairment of doubtful loans and other assets as at 1 January 2012;
explanatory note.

Management’s Responsibility for the Financial Statements (Annual Report)
Management of the Bank is responsible for the preparation and reliability of these financial statements (annual report)
in accordance with the requirements set by legislation of the Russian Federation with respect to preparation of financial
statements (annual report) by credit organisations and for the system of internal control necessary for the preparation of
the financial statements (annual report) which are free from material misstatements, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on the financial statements (annual report) in all material respects based on our
audit. We conducted our audit in accordance with the Federal Law “On Auditing”, the Federal Law “On Banks and Banking
Activity”, the Federal Standards on Auditing. These standards require that we comply with relevant ethical requirements
and planning and performing the audit in order to obtain sufficient assurance as to whether the financial statements (annual
report) are free from material misstatements.
The audit included performing procedures to obtain audit evidence confirming the amounts and disclosures in the financial
statements (annual report). The selection of the procedures is a matter of our judgment, which is based on the assessment
of risk of material misstatement, whether due to fraud or error. In the process of risk assessment we considered the system
of internal control relevant to the preparation and reliability of the financial statements (annual report) in order to select
appropriate audit procedures, but not for the purpose of expressing an opinion on the effectiveness of internal control.
The audit also included an assessment of the appropriateness of the Bank’s accounting policy and the reasonableness of the
estimates made by management, as well as the evaluation of the overall presentation of the financial statements (annual
report).
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on the
reliability of the financial statements (annual report).
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Opinion
In our opinion, the accompanying financial statements (annual report) present reliably, in all material respects, the
financial position of the Bank as at 1 January 2012 and its financial performance and cash flows for the 2011 reporting year
in accordance with the requirements set by legislation of the Russian Federation with respect to preparation of financial
statements (annual report) by credit organisations.

Director of ZAO KPMG
power of attorney dated 1 October 2010 No. 41/10,
auditor’s qualification certificate
No. 01-000456, unlimited validity
27 April 2012

Lukashova Natalia Viktorovna
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Balance sheet
(for publication purposes) as at 1 January 2012
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.
Form Code 0409806
Quarterly (Annual)
(Thousands of Russian Roubles)

Amounts as at the
reporting date

Amounts
as at the
corresponding
reporting date for
the prior year

3

4

Cash

5 478 472

5 363 658

2

Placements of credit institutions with the Central Bank of the Russian Federation

4 473 781

13 687 141

2.1

Mandatory reserves

3 228 478

1 676 759

3

Placements with credit institutions

2 764 299

2 486 182

4

Net investments in securities at fair value through profit or loss

8 321 940

9 604 606

5

Net loans to customers

145 107 920

128 798 088

6

Net investments in securities and other financial assets available-for-sale

111 134 425

81 756 630

6.1

Investments in subsidiaries and associates

11 100

11 100

7

Net investments in securities held-to-maturity

0

0

8

Fixed assets, intangible assets and materials

1 534 061

1 684 399

9

Other assets

4 659 811

9 424 648

10

Total assets

283 474 709

252 805 352

II.

LIABILITIES

11

Loans, deposits and other funds from the Central Bank of the Russian Federation

2 390 971

0

12

Amounts due to credit institutions

12 212 137

15 624 084

13

Customer accounts (non-credit institutions)

209 599 163

186 165 288

13.1

Deposits from individuals

57 108 408

44 436 021

14

Financial liabilities at fair value through profit or loss

0

0

15

Debt securities issued

0

0

16

Other liabilities

11 771 487

9 547 916

17

Provisions for possible losses on credit related commitments, other possible losses
and settlements with offshore zones residents

1 963 269

1 416 846

237 937 027

212 754 134

№

Name of line item

1

2

I.

ASSETS

1

18

Total liabilities
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Amounts as at the
reporting date

Amounts
as at the
corresponding
reporting date for
the prior year

3

4

1 000 000

1 000 000

Own shares (share of stock) repurchased from shareholders (participants)

0

0

21

Share premium

0

0

22

Reserve fund

150 000

150 000

23

Fair value revaluation of securities available-for-sale

-1 463 236

780 846

24

Revaluation of fixed assets

97 330

97 330

25

Retained earnings (accumulated losses) of prior years

38 023 042

27 614 924

26

Unused profit (loss) for the reporting period

7 730 546

10 408 118

27

Total equity

45 537 682

40 051 218

IV.

OFF-BALANCE SHEET LIABILITIES

28

Irrevocable commitments of credit institution

303 585 422

285 685 555

29

Guarantees and sureties issued by credit institution

16 980 578

14 814 831

30

Non-credit related commitments

0

0

№

Name of line item

1

2

III.

EQUITY

19

Funds of shareholders (participants)

20

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.

27 April 2012
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Profit and loss statement
(for publication purposes) for the year 2011
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.
Form Code 0409807
Quarterly (Annual)
(Thousands of Russian Roubles)

№

Name of line item

1

2

1

Total interest income, including:

1.1

Placements with credit institutions

1.2

Loans to customers (non-credit institutions)

1.3

Services under finance lease

1.4

Investments in securities

2

Total interest expense, including:

2.1

Amounts due to credit institutions

2.2

Customer accounts (non-credit institutions)

2.3

Debt securities issued

3

Net interest income (negative interest margin)

4

Movement in the provision for possible losses on loans and loan equivalents,
placements on correspondent accounts and accrued interest income, total including:

4.1

Amounts for the
corresponding
Amounts for the period of the prior
reporting period
year
3

4

18 275 260

15 758 848

1 585 179

1 272 429

8 908 966

8 455 127

0

0

7 781 115

6 031 292

3 293 115

2 493 823

332 893

153 055

2 960 222

2 340 768

0

0

14 982 145

13 265 025

-458 757

-825 952

-429

-5 928

14 523 388

12 439 073

Movement in the provision for possible losses on accrued interest income

5

Net interest income (negative interest margin) after provision for possible losses

6

Net gain from operations with securities at fair value through profit or loss

-362 613

705 662

7

Net gain from operations with securities available-for-sale

649 762

1 427 446

8

Net gain from operations with securities held-to-maturity

0

0

9

Net gain from operations with foreign currency

704 039

3 953 439

10

Net gain on revaluation of accounts in foreign currency

2 660 565

1 539 406

11

Gain on participation in other legal entities capital

11 456

0

12

Fee and commission income

5 940 541

5 048 836

13

Fee and commission expense

2 364 229

1 876 832

14

Movement in the provision for possible losses on securities available-for-sale

0

897

15

Movement in the provision for possible losses on securities held-to-maturity

0

0
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№

Name of line item

1

2

16

Movement in the provision for other losses

17

Other operating income

18

Amounts for the
corresponding
Amounts for the period of the prior
reporting period
year
3

4

-595 180

-167 550

1 755 866

1 788 146

Net income (loss)

22 923 595

24 858 523

19

Operating expense

12 496 640

11 305 039

20

Profit (loss) before taxation

10 426 955

13 553 484

21

Taxes accrued (paid)

2 696 409

3 145 366

22

Profit (loss) after taxation

7 730 546

10 408 118

23

Total payments out of profit after taxation including:

0

0

23.1

Distribution between shareholders (participants) in the form of dividends

0

0

23.2

Reserve fund charge

0

0

24

Unused profit (loss) for the reporting period

7 730 546

10 408 118

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.

27 April 2012
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Cash flow statement
(for publication purposes) for the year 2011
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.
Form Code 0409814
Annual
(Thousands of Russian Roubles)

Cash flows for the
reporting period

Cash flows for
the previous
reporting period

№

Name of line item

1

2

1

Net cash flows from (used in) operating activities

1.1

Total cash flows from (used in) operating activities before changes in operating
assets and liabilities, including:

4 582 654

7 433 366

1.1.1

Interest receipts

17 313 997

15 046 900

1.1.2

Interest payments

-3 281 446

-2 492 091

1.1.3

Fee and commission receipts

5 940 541

5 048 836

1.1.4

Fee and commission payments

-2 364 229

-1 876 832

1.1.5

Gain less losses on financial assets at fair value through profit or loss,
available for sale

-476 568

773 462

0

0

704 039

3 953 439

1 767 022

1 788 147

-13 438 966

-12 115 615

3

1.1.6

Gain less losses on securities held-to-maturity

1.1.7

Gain less losses on foreign exchange

1.1.8

Other operating income

1.1.9

Operating expense

1.1.10

Tax expense (benefit)

-1 581 736

-2 692 880

1.2

Total increase (decrease) in net cash flows from operating assets and liabilities,
including:

15 318 236

16 386 226

Net increase (decrease) in mandatory reserves with the Central Bank of the Russian
Federation

-1 551 719

-316 849

Net increase (decrease) in investments in securities at fair value through profit
or loss

1 430 408

-780 758

-12 748 601

-33 065 395

1.2.1
1.2.2
1.2.3

Net increase (decrease) in loans

1.2.4

Net increase (decrease) in other assets

5 406 577

-2 152 169

1.2.5

Net increase (decrease) in loans, deposits and other funds from the Central Bank
of the Russian Federation

2 390 971

0

1.2.6

Net increase (decrease) in amounts due to other credit institutions

-3 612 914

4 849 011

1.2.7

Net increase (decrease) in customer accounts (non-credit institutions)

21 950 934

42 359 499

1.2.8

Net increase (decrease) in financial liabilities at fair value through profit or loss

0

0

1.2.9

Net increase (decrease) in debt securities issued

0

0

1.2.10

Net increase (decrease) in other liabilities

2 052 580

5 492 887

19 900 890

23 819 592

Total for section 1 (lines 1.1 and 1.2)
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№

Name of line item

1

2

2

Net cash flows from (used in) investing activities

2.1

Purchase of securities and other financial assets available-for-sale

2.2

Proceeds from sale and redemption of securities and other financial assets
available-for-sale

Cash flows for the
reporting period

Cash flows for
the previous
reporting period

3

-68 453 893

-66 046 574

37 710 239

46 609 981

2.3

Purchase of securities held-to-maturity

0

0

2.4

Proceeds from redemption of securities held-to-maturity

0

0

2.5

Purchase of fixed assets, intangible assets and materials

-159 521

-482 940

2.6

Proceeds from disposal of fixed assets, intangible assets and materials

-4 381

231 391

2.7

Dividends received

0

0

2.8

Total for section 2 (lines from 2.1 to 2.7)

-30 907 556

-19 688 142

3

Net cash flows from (used in) financing activities

3.1

Shareholders’ (participants’) contributions to charter capital

0

0

3.2

Purchase of own shares (shares of stock) repurchased from shareholders
(participants)

0

0

3.3

Sale of own shares (shares of stock) repurchased from shareholders (participants)

0

0

3.4

Dividends paid

0

0

3.5

Total for section 3 (lines from 3.1 to 3.4)

0

0

4

Effect of changes in official foreign currency exchange rates to Russian Rouble set
by the Central Bank of the Russian Federation on cash and cash equivalents

625 499

-577 150

5

Increase (decrease) in cash and cash equivalents

-10 381 167

3 554 300

5.1

Cash and cash equivalents as at the beginning of the reporting period

19 850 880

16 296 580

5.2

Cash and cash equivalents as at the end of the reporting period

9 469 713

19 850 880

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.

27 April 2012
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Report on capital adequacy, the amount of provisions
for impairment of doubtful loans and other assets
(for publication purposes) as at 1 January 2012
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.
Form Code 0409808
Quarterly (Annual)

Amounts as at the
beginning of the
reporting period

Increase (+)/
decrease (-) for
the reporting
period

Amounts as at
the date of the
reporting period

3

4

5

37 522 534.0

5 694 235

43 216 769.0

№

Name of indicator

1

2

1

Total equity (capital), thousands of Russian Roubles, including:

1.1

Charter capital of the credit institution, including:

1 000 000.0

0

1 000 000.0

1.1.1

Nominal value of registered ordinary shares (shares of stock)

1 000 000.0

0

1 000 000.0

1.1.2

Nominal value of registered preference shares

0.0

0

0.0

1.2

Own shares (share of stock) repurchased from shareholders
(participants)

0.0

0

0.0

1.3

Share premium

0.0

0

0.0

1.4

Reserve fund of the credit institution

150 000.0

0

150 000.0

1.5

Financial result included in calculation of equity (capital)

36 479 542.0

5 698 765

42 178 307.0

1.5.1

of prior years

27 614 924.0

10 408 118

38 023 042.0

1.5.2

for the reporting period

8 864 618.0

-4 709 353

4 155 265.0

1.6

Intangible assets

193 238.0

4 530

197 768.0

1.7

Subordinated loan (debt, deposit, bond)

0.0

0

0.0

1.8

Sources of additional capital (part of) formed by investors with
inappropriate assets

0.0

0

0.0

2

Normative value of capital adequacy ratio (capital), %

10.0

X

10.0

3

Actual value of capital adequacy ratio (capital), %

24.8

X

20.0

4

Total actual provisions for possible losses, thousands of Russian
Roubles, including:

5 127 970.0

713 204

5 841 174.0

4.1

loans and loan equivalents

4 287 304.0

112 321

4 399 625.0

4.2

other assets bearing the risk of possible losses and other losses

80 423.0

-37 316

43 107.0

4.3

off-balance sheet credit related commitments and term deals

481 527.0

853 896

1 335 423.0

4.4

settlements with offshore zones residents

278 716.0

-215 697

63 019.0
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For information purposes:
1.	Total charge (additional charge) of provision for possible losses on loans and loan equivalents for the reporting
period, in the amount of 24 861 452 thousands of Russian Roubles, including those as a result of:
1.1.
Issue of loans — 20 983 986 thousands of Russian Roubles;
1.2.
Change in loans quality — 1 271 197 thousands of Russian Roubles;
1.3.	Change in official foreign currency exchange rate to Russian Rouble set by the Central Bank of the Russian
Federation in the amount of 8 071 thousands of Russian Roubles;
1.4.
Other reasons –2 598 198 thousands of Russian Roubles.
2.	Total recovery (decrease) of provision for possible losses on loans and loan equivalents for the reporting period, in
the amount of 24 749 131 thousands of Russian Roubles, including those as a result of:
2.1.
Bad loans write-off – 340 730 thousands of Russian Roubles;
2.2.
Repayment of loans – 18 501 027 thousands of Russian Roubles;
2.3.
Change in loans quality — 3 343 154 thousands of Russian Roubles;
2.4.	Change in official foreign currency exchange rate to Russian Rouble set by the Central Bank of the Russian
Federation in the amount of 38 102 thousands of Russian Roubles;
2.5.
Other reasons — 2 526 118 thousands of Russian Roubles.

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.
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Statutory requirements
(for publication purposes) as at 1 January 2012
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.

Form Code 0409813
Annual
(Percent)
Actual value
№

Name of indicator

Normative value

as at the reporting date

as at the prior reporting date

1

2

3

4

5

1

Capital adequacy ratio (N1)

> 10.0

20.0

24.8

2

Momentary liquidity ratio (N2)

> 15.0

111.7

100.1

3

Current liquidity ratio (N3)

> 50.0

92.6

119.8

4

Long-term liquidity ratio (N4)

< 120.0

35.9

16.1

5

6
7

8
9

Maximum amount of risk per borrower
or per group of related borrowers (N6)
Maximum amount of exposure
to large credit risks (N7)
Maximum amount of loans, bank guarantees and
sureties issued by the bank to its participants
(shareholders) (N9.1)
Aggregate amount of exposure
to the bank’s insiders (N10.1)
Ratio for the use of equity (capital) of the bank
to acquire shares (shares of stock) in other legal
entities (N12)

< 25.0

Maximum

16.8

Maximum

20.3

Minimum

0.3

Minimum

0.7

< 800.0

162.2

141.6

< 50.0

0.0

0.0

< 3.0

0.8

0.9

< 25.0

0.0

0.0

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.

27 April 2012
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Report on the structure of the bank (consolidated) group,
own funds adequacy and the amount of created provisions for
impairment of doubtful loans and other assets
as at 1 January 2012
Credit institution
Postal address

Closed Joint Stock Company Commercial Bank “Citibank”/ CJSC CB “Citibank”
8/10, bld.1, Gasheka street, Moscow 125047.

Form Code 0409812
Annual
Amounts for the
corresponding
Amounts for the period of the prior
reporting period
year

№

Name of line item

1

2

1

Structure of the bank (consolidated) group

1.1

Closed Joint Stock Company Commercial Bank “Citibank”

1.2

Limited liability company “CitiLeasing”

2

Report on own funds adequacy and the amount of created provisions for impairment
of doubtful loans and other assets

2.1

Equity (thousands of Russian Roubles)

2.2

3

4

100.0

100.0

0

0

Normative value of capital adequacy ratio (capital), %

0.0

0.0

2.3

Actual value of capital adequacy ratio (capital), %

0.0

0.0

2.4

Actual amount of created provision for possible losses (thousands of Russian
Roubles)

0

0

Consolidated balance sheet, consolidated profit and loss statement have not been prepared and report on own funds
adequacy and the amount of created provisions for impairment of doubtful loans and other assets on consolidated basis has
been not prepared due to immateriality of the group’s participant.

Vice-president							

Nikolaeva N. Yu.

Chief accountant							

Beringova V. Ya.

27 April 2012
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Explanatory Notes to Annual Report
of ZAO Commercial Bank Citibank for 2011
1.	General information about the Closed Joint Stock Company Commercial Bank “Citibank”
1.1.	Information about state registration, general and internal subdivisions,
and ratings by credit organizations
Full name: Closed Joint Stock Company Commercial Bank “Citibank”.
Short name: ZAO CB “Citibank”.
Location (legal address): Russia, 125047, Moscow, Gasheka St., 8-10, bld. 1
Location (mailing address): Russia, 125047, Moscow, Gasheka St., 8-10, bld. 1.
Bank identification code (BIC): 044525202.
Taxpayer identification number (TIN): 7710401987.
Contact telephone number (fax, telex): +7 (495) 725-1000 (telephone), +7 (495) 725-6700 (fax).
Website: www.citibank.ru.
Main state registration number: 1027700431296.
Date of record of the creation of a credit institution in the Unified State Register of Legal Entities:
14 November 2002.
As of 1 January 2012 the regional network of ZAO CB “Citibank” (hereinafter — the Bank) consisted of 7 branches and
53 internal subdivisions (supplemental offices, operational offices, stand-alone cash desks) situated in 5 regions of
the Russian Federation. As of 1 January 2011 the regional network of the Bank consisted of 7 branches and 47 internal
subdivisions situated in 5 regions of the Russian Federation. The regional network of the Bank is comprised as follows:
Branch

Location

Federal District

St. Petersburg

St. Petersburg

Northwest Federal District

Don

Rostov-on-Don

South Federal District

Urals

Yekaterinburg

Urals Federal District

Middle Volga

Samara

Volga Federal District

Greater Volga

Nizhniy Novgorod

Volga Federal District

Bashkortostan

Ufa

Volga Federal District

Volgograd

Volgograd

South Federal District

As of 1 January 2012 the Bank had a representative office in Novosibirsk (as of 1 January 2011 the bank had representative
offices in Kazan and Novosibirsk). The representative office in Kazan was closed in light of the opening of the Kazan
Operational Office within the Greater Volga Branch in the Volga Federal District.
At present the regional branch network (with the exception of the St. Petersburg Branch) offers only retail banking services,
but the future inclusion of the corporate banking business is possible.
The Bank has a long-term rating of BBB+ with a positive outlook (Fitch Ratings).
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1.2.	Information about Bank group
The Bank is part of the international banking group Citigroup. Also, as of 1 January 2012 and 1 January 2011 the
Bank’s (consolidated) group, of which the Bank is the head organization, included the following organizations
Share of control by the Bank’s (consolidated) group, % or
other indicators of substantial influence
Name

Business activity

Country of registration

CitiLeasing LLC

Leasing

Russia

As of 1 January 2012

As of 1 January 2011

100%

100%

Following a decision by the Bank’s management, CitiLeasing LLC ceased operations and was liquidated on 29 March 2012.

1.3.	Types of licenses by which the Bank operates
The Bank has a General License from the Central Bank of Russia (hereinafter — CBR) to carry out banking operations No.
2557 dated 5 November 2001 with no expiry date and operates in accordance with the Federal Law on Banks and Banking
Activities and other legislative acts of the Russian Federation.
In addition to the General License from CBR, the Bank also operates by virtue of the following licenses and permits:
Professional Securities Market Participant License to Perform Depositary Activity No. 177-02719-000100 issued by the Federal
Service for Financial Markets on 1 November 2000;
Professional Securities Market Participant License to Perform Broker Activity No. 177-02738-100000 issued by the Federal
Service for Financial Markets on 9 November 2000; and,
Professional Securities Market Participant License to Perform Dealer Activity No. 177-02751-010000 issued by the Federal
Service for Financial Markets on 9 November 2000.
The Bank is a participant of the system of mandatory retail deposit insurance for banks in the Russian Federation.

1.4. Corporate governance bodies of the Bank
The core management personnel of the Bank are the members of the Board of Directors and Executive Board and the
President.
Throughout the duration of 2011 Zdenek Turek was the President of the Bank.
As of 1 January 2012 the Board of Directors was composed as follows:
■■
Andrey Kurilin — Chairman of the Board of Directors
■■
Amit Sah
■■
Allan Levy
■■
Michael Berner
■■
Richard Smith
During 2011 the composition of the Bank’s Board of Directors changed as follows:
On 30 June 2011 Fernando Iraola and Bhaskar Katta left the Board of Directors and Igor Kan and Michael Berner joined.
On 6 December 2011 Igor Kan left the Board of Directors and Richard Smith joined.
As of 1 January 2012 the Executive Board was composed as follows:
Zdenek Turek (Chairman of the Executive Board)
■■
Igor Marmalidi
■■
Natalia Nikolaeva
■■
Ruslan Belyaev
■■
Sergey Korotkov
■■
Natalia Belaya
■■
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During 2011 the composition of the Bank’s Executive Board did not change.
None of the members of the Board of Directors or the Executive Board of the President own any shares in the Bank.
As of 1 January 2012 the Bank had 3438 employees (as of 1 January 2011 — 3190 employees). As of 1 January 2012 the Bank
had 12 top managers, including the Chief Accountant of the Bank (as of 1 January 2011 — 12 top managers, including the Chief
Accountant of the Bank).
In 2011 the compensation of the Bank’s top managers included salaries totaling 167,607,000 rubles (in 2010 —
207,751,000 rubles) and short term bonuses paid during the reporting period or to be paid out within 12 months of the end of
the reporting period totaling 22,911,000 rubles (in 2010 — 17,647,000 rubles).
In comparison to the previous year no significant changes were made in the procedure and conditions of the compensation of
top management.

2.

Main indicators of the Bank’s financial and economic activities for the year 2011

2.1.	List of main transactions significantly influencing the Bank’s financial results
The Bank’s main business activities are the provision of financing to financial institutions and legal entities, including through
participation in syndicates, operations with securities and foreign currencies, factoring, trade finance operations, attraction
of deposits, and cash management and payment services. Operations on the money market as well as with derivative
financial instruments account for a substantial portion of the Bank’s operations. In addition to its corporate business, the
Bank is an active participant of the retail banking services market and offers a wide spectrum of services to retail clients.
Money market operations and derivative transactions account for an increasingly larger share of the Bank’s operations. In
addition to its corporate business, the Bank is also an active participant of the retail market for banking services and offers
individuals a broad spectrum of services.
Lending and securities operations had the greatest influence on the formation of the financial results of the Bank’s activities
in 2011, with substantial revenues coming in the form of commissions. (See below for analysis of the structure of revenues
and expenses.)

2.2.	Summary overview of significant changes in the Bank’s operations as well as events influencing
or potentially influencing the Bank’s financial stability and/or policy (strategy)
during the reporting period
The core main of the Bank’s activities in 2011 were standard operations on the market for corporate and retail services
listed in Point 2.1 of these Explanatory Notes. In the course of the reporting period there were no significant changes in the
Bank’s business activities which could have an influence on the sustainability of the Bank and its strategy.
The following events and macroeconomic changes significantly influenced the Bank’s results in 2011:
■■
a sharp rise in the profitability and corresponding fall in prices of sovereign bonds in summer and autumn of 2011 as
a result of the development of the debt crisis in Eurozone countries caused a sharp decline in net income from
securities trading.
■■
growth in short-term rates on the interbank market in the second half of 2011, arising due to the outflow of available
liquidity from developing markets, was one of the reasons for higher interest rate revenues during the reporting
period.
A major focus of the Bank’s development strategy is the further development of services for retail customers. The Bank is
continually developing new service packages for existing and potential clients. The Bank also carries out comprehensive
analysis on an ongoing basis in order to reduce the abovementioned risks when introducing products while at the same time
providing competitive advantages. This area of business development is considered to be one of the most promising areas
for both the Bank and the Russian financial services market. Furthermore, the Bank also considers highly promising the
establishment of relationships with dynamically developing Russian companies and credit organizations, small and mid-sized
enterprises (SME). In order to maintain competitiveness in changing market conditions, the Bank continually develops and
offers new services aimed at meeting clients’ growing needs.
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In 2011 one of the Bank’s top business development priorities was the development of commercial banking services for
Russian and international and Russian SME with annual turnover of up to USD 500 million. Commercial banking is one of
the most dynamically developing and stably profitable business divisions for Citibank in Russia. In 2011 this division saw
growth in revenues and pre-tax earnings in comparison to the previous year. The commercial banking division in the Russian
Federation functions as part of an international platform operating in 32 countries worldwide. This division provides services
to more the 1700 clients in Russia, helping Russian clients enter international markets and international companies achieve
success in Russia. The main competitive advantages of this business division includes a strong brand, global network, highly
professional team and unique approach to serving clients: in contrast to most competitors, who work with clients either
through a corporate platform or retail business platform, Citi uses an integrated approach, bringing together great scale and
scope, first-class banking technologies, outstanding service and personal attention to meet clients’ needs.
Throughout 2011 the Bank was engaged on an ongoing basis in the attraction new reliable clients and supporting its
reputation of superior professionalism.

2.3.

Analysis of disclosure statement data

The Bank’s assets according to disclosure statements as of 1 January 2012 totaled RUB 283,474,709 thousand. In comparison
to reported assets as of 1 January 2012 this figure increased by RUB 30,669,357 thousand (or by 12%). The largest gain was
seen in net loans to clients, which was up 12.7%, and net investments in securities and other financial assets available-forsale, which was up 35.9%. For a number of other balance sheet items, such as credit institutions’ placements with the CBR
and other assets decreased.
2.3.1.	Net loans to clients
The Bank’s loan portfolio excluding reserve deductions as of 1 January 2012 amounted to RUB 145,107,920 thousand,
including interbank loans and deposits and loans provided to retail customers. Income receive in 2011 in the form of interest
from loan transactions totals RUB 10,494,145 thousand or 14.3% of the Bank’s total revenues. The Bank’s main borrowers are
traditionally subsidiaries of foreign companies working on the Russian market who are Citi clients worldwide and the risks
for which are mitigated by receipt of guarantees from parent companies or Citi businesses situated in developed countries.
In nearly equal volume the portfolio consists of loans to Russian companies, including some of the largest corporations,
and also mid-sized enterprises with substantial development potential. Credit risks and client insolvency risks are managed
through detailed analysis of potential borrowers and of proposed collateral. For all types of debt, impairment reserves are
formed to cover 100% of the calculated reserve adjusted for the value of collateral.
Throughout the course of the year the volume of reverse REPO transactions between the bank and financial institutions
increased.
The main credit products of the retail business are: consumer loans, credit lines, overdrafts and credit cards. When assessing
the credit risks for loans provided to retail customers, the Bank uses a method of grouping consumer loans into portfolios of
homogenous loan products.
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The structure of loans to corporate clients and structure of loans to retail customers (residents of Russia) according to
product type client (prior to provisions for loan impairment) were as followed:
1 January 2012,
thous. rubles

Interbank loans

1 January 2011,
thous. rubles

50 171 972

33.6%

67 917 147

51.1%

65 084 757

43.6%

34 108 426

25.7%

Manufacturing industry

23 700 383

15.9%

12 597 315

9.5%

Wholesale/retail trade

19 770 597

13.2%

10 564 618

7.9%

4 522 711

3.0%

2 811 803

2.1%

4 339 923

2.9%

427 663

0.3%

Mining of mineral resources

814 879

0.5%

4 061 930

3.1%

Agriculture

314 001

0.2%

2 062

0.0%

Production and supply of electricity, natural gas and water

126 000

0.1%

168 000

0.1%

11 496 263

7.7%

3 475 035

2.6%

470 417

0.3%

121 192

0.1%

34 122 308

22.8%

30 926 208

23.3%

712 656

0.5%

619 517

0.5%

Credit cards

14 872 192

9.9%

13 017 494

9.8%

Consumer loans

18 537 460

12.4%

17 289 197

13.0%

Loans to corporate clients, total, including businesses in the
following sectors of the economy:

Transport and communications
Real estate transactions, leasing and services

Other
Portion of total loans provided to SME
Loans to retail customers, total, including
Mortgage loans

Total loans to corporate and retail clients
Provision for loan impairment
Net loans to clients

149 379 037

132 951 781

4 271 117

4 153 693

145 107 920

128 798 088
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The table below presents information on the concentration of loans provided by the Bank according to client business
type or type of loan as of 1 January 2012 and 1 January 2011 for loans to corporate clients, loans to SME and loans to retail
customers.
Outstanding loan debts, including
noncurrent
1 January 2012,
thous. rubles

1 January 2011,
thous. rubles

149 379 037

132 951 781

50 171 972

67 917 147

1

Loans provided, total (p.2+p.3+p.4), incl.:

2

Interbank loans

3

Loans to corporate clients (p.3.1+p.3.2), incl.:

65 084 757

34 108 426

3.1

According to economic sector:

56 070 934

28 381 353

3.1.1

Mining of mineral resources

0

3 596 274

3.1.2

Manufacturing industry, incl.:

18 759 990

10 620 830

3.1.2.1

Food products, incl. beverages and tobacco

11 303 231

9 083 584

3.1.2.2

Pulp and paper, publishing and polygraphy

731 272

0

3.1.2.3

Chemical products

3 625 549

1 049 404

3.1.2.4

Non-metal mineral products

372 088

0

3.1.2.5

Metal and finished metal products

505 995

0

3.1.2.6

Machinery and equipment

1 101 784

449 232

3.1.2.7

Transport vehicles and equipment, incl.:

1 120 071

38 610

3.1.2.7.1

Cars production

895 071

0

3.1.3

Production and supply of electricity, natural gas and water

126 000

168 000

3.1.4

Agriculture, hunting and forestry, incl.:

314 001

0

3.1.4.1

Agriculture, hunting and related services in these areas

314 001

0

3.1.5

Construction, incl.:

495

0

3.1.5.1

Construction of buildings and facilities

495

0

3.1.6

Transport and communications

4 402 784

2 798 950

3.1.7

Wholesale and retail trade, repair of automobiles, motorcycles household
appliances and other items for personal use

17 161 793

8 095 792

3.1.8

Real estate transactions, lease and services

4 269 610

305 017

3.1.9

Other

11 036 261

2 796 490

3.2

On completion of settlements

9 013 823

5 727 073

3.3

Portion of total loans provided to SME

470 417

121 192

4

Loans to retail customers, total, including

34 122 308

30 926 208

4.1

Mortgage loans

712 656

619 517

4.2

Credit cards

14 872 192

13 017 494

4.3

Consumer loans

18 537 460

17 289 197

4 271 117

4 153 693

145 107 920

128 798 088

Loan loss provisions
Net loans to clients
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2.3.2	Securities transactions
The Bank traditionally has been an active participant on the securities market. Investments in securities as of 1 January
2012 amounted to RUB 119,456,365 thousand. Revenues from securities transactions in 2011 totaled RUB 8,068,264 thousand
or 11.0% of the Bank’s total revenues. The Bank’s portfolio includes investments in government, municipal and corporate
debt securities as well as the debt securities of non-residents. These securities are acquired by the Bank with the aim of their
subsequent resale and are reflected either as assessed at fair value through profit or loss or as available for sale.
Furthermore, in 2011 the Bank concluded direct and reverse REPO transactions. The main partners of the Bank for REPO
transactions were credit organizations, including CBR, and corporate clients, in particular, investment companies. In such
cases with securities transactions the Bank follows a cautious risk policy which entails investment in low-risk securities
quoted and traded on the Moscow Interbank Currency Exchange (MICEX) and other major international trading platforms.
Throughout 2011, in addition to operations with securities of the Bank’s own portfolio, ZAO Citibank actively engaged in
brokerage services at the behest and on behalf of clients. These services were provided to a wide range of clients: from major
international investment firms to retail customers.
As of 1 January 2012 and 1 January 2011 the structure of securities portfolios was as follows:
1 January 2012,
thous. rubles

1 January 2011,
thous. rubles

Change, %

109 260 336

71 980 597

51.79

Municipal bonds

2 229 859

3 964 066

-43.75

Bonds of banks

3 886 228

9 066 161

-57.13

989 728

2 341 383

-57.73

Bonds of non-resident banks

1 077 821

3 058 546

-64.76

Bonds of non-residents

2 001 293

939 383

113.04

119 445 265

91 350 136

30.76

Government bonds

Corporate bonds

Total
2.3.3.	Money market transactions
Transactions

Money market operations include spot and term currency exchange transactions for customers and for the Bank and
operations with derivative financial instruments such as spot, forward and swap transactions and options purchased and
written. Within the scope of growing customers’ demand for complex derivative financial instruments the Bank develops such
products as interest rate swaps and others. In 2011 net income from these transactions including foreign currency transaction
fees amounted to RUB 704,039 thousand or 1% of the Bank’s total income (excluding revaluation income and provisions
recovery). Dealers and the internal control department conduct constant multistage functional analysis of currency, price
and market risks. In addition, a credit risk manager independently monitors the indicated risks.
The Bank’s liabilities in disclosure statements as of 1 January 2012 amounted to RUB 237,937,027 thousand. In comparison to
these figures as of 1 January 2011 liabilities increased by RUB 25,182,893 thousand (up 11.8%). The increase in liabilities was
a result of growth in client deposits by 12.6%, including growth in retail customers’ funds (by 28.5%).
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2.3.4. Attracted funds
The main types of funds attracted by the Bank are interbank deposits, funds of corporate clients and deposits of retail
customers. The structure of attracted funds was as follows:
1 January 2012
thous. rubles

1 January 2011
thous. rubles

Change, %

Deposits and funds of the Central Bank of Russia

2 390 971

0

100.00

Funds of banks-residents, incl. deposits

5 399 601

6 143 477

-12.11

Funds of banks-non-residents, incl. deposits

6 812 536

9 480 607

-28.14

134 349 769

122 023 066

10.10

Funds of non-resident corporate clients, incl. deposits

18 140 986

19 706 201

-7.94

Funds of retail customers

52 191 973

40 869 423

27.70

4 916 435

3 566 598

37.85

224 202 271

201 789 372

11.11

Funds of corporate clients, incl. deposits

Funds of non-resident retail customers
Total
2.3.5. Other assets — accounts receivable

The Bank has adopted measures to reconcile payables and receivables from settlement balances. This reconciliation was
documented in bilateral acts with all suppliers and vendors. The period of recognition of receivables on the Bank’s balance
sheet fully corresponds to the nature of reflected transactions. On certain accounts of balance account 47423 overdue
receivables for cash management and settlement services totaled RUB 1,695 thousand are indicated.
The structure of receivables as of 1 January 2012 and 1 January 2011 was as follows:
1 January 2012
Balance
account No.

Type of receivables

30221

Unsettled transactions of credit organization

47423

Payment claims for banking services provided

60302

Settlements on taxes

60308

Settlements with employees on advances

60310

Value-added tax paid

60312

Settlements with suppliers,
vendors and customers

60314
60323
Total

1 January 2011

thous. rubles

share, %

thous. rubles

share, %

146 346

7.84

175 214

14.29

1 047 762

56.12

695 162

56.69

426 632

22.85

56 234

4.59

10 725

0.57

9 947

0.81

3 741

0.20

4 279

0.35

211 255

11.31

227 793

18.57

Settlements with non-resident
suppliers and vendors

18 919

1.01

52 876

4.31

Settlements with other debtors

1 906

0.10

4 811

0.39

1 867 286

100.00

1 226 316

100.00

The most significant part of receivables came in the form of settlements via the VISA and Master Card payment systems
(totaling RUB 525,618 thousand), stated on balance account 47423, and also fees assessed for depository services, trade
finance services and factoring, stated on balance account 47423, the agreed payment date for which comes after the
reporting period (RUB 164,235 thousand).
A balance on account 60312 of RUB 211,255 thousand was formed with post balance sheet events after the reporting
period from 1 January 2012 to 30 March 2012 on the basis of source documents received for 2011 confirming completion of
transactions prior to the reporting date.
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2.3.6. Other liabilities — Accounts payable
As of 1 January 2012 other liabilities include payables totaling RUB 2,622,200 thousand.
The largest part (39.37%) of payables comprised unsettled transactions enacted through the VISA and Master Card payment
systems (RUB 1,032,427 thousand), stated on balance account 47422, and also unsettled brokerage transactions on the
EUROCLEAR platform totaling RUB 389,948 thousand, stated on balance account 30222. Settlements with suppliers, vendors,
customers and other payees considering accrued expenses for December 2011 including post balance sheet events after
reporting period totaling RUB 463 905 thousand, which amount to 17.93%.
All payables have a term of 30 days. There were no past due payables as of 1 January 2012.
The structure of payables as of 1 January 2012 and 1 January 2011 was as follows:
1 January 2012
Balance
account no.

Type of payables

30222

Unsettled transactions of credit organization

47422

Payment liabilities for banking services

60301

Settlements on taxes

60305

Settlements with employees on salary

60307

Settlements with employees on advances

60311

Settlements with suppliers, vendors and
customers

60313
60322

Settlements with non-resident
suppliers and vendors
Settlements with other creditors

Total

1 January 2011

thous. Rubles

Percentage ratio
to total amount

thous. rubles

Percentage ratio
to total amount

389 951

14.87

1 268 258

42.11

1 370 744

52.28

1 157 303

38.43

380 106

14.50

117 788

3.91

386

0.01

587

0.02

5 125

0.20

7 096

0.24

444 302

16.94

347 055

11.52

26 002

0.99

106 561

3.54

5 584

0.21

6 878

0.23

2 622 200

100.00

3 011 526

100.00

2.3.7.	Equity funds
The Bank’s equity capital as of 1 January 2012 according to the Balance Sheet (Disclosure Form 0409806) amounted to
RUB 45,537,682 thousand, which compared to 1 January 2011 was up RUB 5,486,464 thousand (13.7%), which was a result of
the profits received during the reporting period totaling RUB 7,730,546 thousand as well as the downward appraisal of the
fair value of securities available for sale to the amount of RUB 2,244,082 thousand.
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2.3.8.	Income and expense analysis
The Bank’s income according to its Profit and Loss Statement (disclosure form 0409807) for 2011 declined in comparison to
the previous year by RUB 2,677,572 thousand (down 25.7%).
The structure of the Bank’s income in 2011 was as follows:
For 2011, thous. rubles

For 2010, thous. rubles

Change,%

18 275 260

15 758 848

15.97

1 585 179

1 272 429

24.58

8 908 966

8 455 127

5.37

7 781 115

6 031 292

29.01

2. Fee income

5 940 541

5 048 836

17.66

3. Income generated by securities transactions

1 548 180

2 680 173

-42.24

11 456

0

100.00

1 755 866

1 788 146

-1.81

704 039

3 953 439

-82.19

2 660 565

1 539 406

72.83

For 2011, thous. rubles

For 2010, thous. rubles

Change,%

3 293 115

2 493 823

32.05

332 893

153 055

117.50

Expenses on funds attracted from clients
(non-credit organizations)

2 960 222

2 340 768

26.46

2. Commission expenses

2 364 229

1 876 832

25.97

12 496 640

11 305 039

10.54

1 261 031

547 065

130.51

1. Interest receipts, total, incl.:
1.1. From placement of funds with credit organizations
1.2. From loans placed with clients (non-credit organizations)
1.3. From investments in securities

4. Income generated by participation in other legal entities
5. Other operating income
6. Net income generated by foreign currency transaction
7. Net income from reappraisal of foreign currency assets
The structure of the Bank’s expenses in 2011 was as follows:

1. Interest expenses, total, incl.:
1.1. Expenses on funds received from credit organizations

3. Operating expenses
4. Expenses on securities transactions

In 2011 net interest income rose by 12.9% largely as a result of growth in interest rates for loans and investments in securities.
The Bank reported income of RUB 287,149 thousand from securities transactions in 2011, which is RUB 1,845,959 thousand
less than for the previous year. The main reason for the decline was the macroeconomic trends mentioned above.
In 2011 income from foreign currency operations amounted to RUB 704,039 thousand, which is 82.19% compared to 2012.
The financial result from operations with foreign currency in 2011 largely came from money market operation described in
point 2.3.3. of this Explanatory Note.
As a result of revaluation of foreign currency accounts the Bank reported income of RUB 2,660,565 thousand, which is 72%
higher than for 2010. The reason for this change was the substantial fluctuation in foreign exchange rates throughout the
course of the reporting year.
Due to the substantial changes in foreign currency rates expenses on creating a reserve for possible losses increased during
the reporting year to RUB 595,180 thousand, which was 255% more in 2010.
Net fee income in 2011 amounted to RUB 3,576,312 thousand, which was 12.75% higher than in 2010. Fee income grow was
a result of across the board growth in all types of fee income.
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2.3.9.	Economic ratios
Throughout 2011 on all reporting dates the Bank complied with all mandatory ratios of CBR, fulfilled the reserve requirements
of CBR, and complied with requirements for participants of the retail customer deposit insurance system for banks of the
Russian Federation.

2.4.	Economic conditions of the Bank’s operations
In 2011 the global economy on the whole saw a deceleration of economic growth in comparison to trends seen in
2010 following the global crisis in 2009. The decline in production output indicators, high level of sovereign debt among
Eurozone countries and money market constraints inevitably impacted Russia’s economy in general and the Russian banking
sector in particular. In line with the demands of a market economy, the Russian Federation is continuing to develop and
reform is regulatory and legislative base, including regulation of the financial and banking sectors of the market. Economic
stability to a large degree depends on development and reforms in this area as well as on the effectiveness of economic,
financial and monetary measures implemented by the government.
The success of the Bank’s business depends on the economic situation in the Russian Federation, on the actions of the
Bank’s competitors and also on other factors which may not be in the control of the Bank. Furthermore, the Bank is part of an
international banking group and is subject to additional risks inherent in the global financial market.
Among the economic changes and new rick factors of 2011, the following can be noted:
■■
■■
■■
■■
■■
■■

Dependency on global commodity price fluctuations
Lower level of activity on unsecured debt markets, lower levels of lending
Decreases in opportunities for debt securitization related to pressures of international financial markets
Worsening of the quality of sovereign debt in the Eurozone
General decrease in liquidity in the banking sector
Reduction in the presence of financial institutions on developing markets

The Bank’s management believes that it is enacting the necessary measures to maintain the stability of the Bank’s business in
the current situation. Nonetheless, a sudden further worsening of the situation in the areas described above could negatively
impact the business results and financial position of the Bank.

2.5.	Information on profit per share
In its annual report the Bank does not disclose earnings (loss) per share reflecting potential decrease in basic earnings
(increase in loss) per share for the following reporting period (split earnings (loss) per share) as the Bank does not have
quoted securities and contracts for sales of ordinary shares priced below market rates.
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3.	Information on affiliated party transactions (deals)
The Bank’s parent is Citibank Overseas Investment Corporation, headquartered in the United States.
As of 1 January 2012 and 1 January 2011 subsidiaries of the Bank were:
Name

Ownership, %

Country of registration

Economic sector

CitiLeasing LLC

100%

Russia

Leasing

Information about core management personnel is presented in the Corporate Governance Organs section of this Explanatory
Note.
Below is a list of transactions and settlements with related parties as of 1 January 2012 reflected in the line items of the
Balance Sheet (Disclosure Form 0409806).
Total,
thous. rubles

Subsidiary
entities,
thous. rubles

Core management personnel,
thous. rubles

Other related parties,
thous. rubles

394 830

0

0

394 830

0

0

0

0

14 615 151

0

30 161

14 584 990

302

0

302

0

Investment in subsidiary and dependent entities

11 100

11 100

0

0

Other assets prior to impairment provision

3 828

0

65

3 763

1

0

1

0

15 024 606

11 100

Funds of credit organizations

5 350 438

0

0

5 350 438

Funds of clients (non-credit organizations)

2 441 021

22 557

0

2 418 464

43 986

0

43 986

0

108 750

0

20

108 730

102

0

102

0

Total liabilities

7 944 297

22 557

44 108

7 877 632

Irrevocable commitments of credit organization

167 637 351

0

1 442 185

0

Placed with credit organizations before the loan loss provision
Loan loss provision for funds placed with credit organizations
Loans before the loan loss provision
Loan loss provision

Provision for impairment for other assets
Total assets

Retail customer deposits
Other liabilities
Provisions for contingent lending liabilities, other impairment and
operations with residents in offshore zones

Guarantees and sureties issued by credit institution

29 923 14 983 583

10 194 167 627 157
0

1 442 185

Below is a list of transactions and settlements with related parties as of 1 January 2011 reflected in the line items of the
Balance Sheet (Disclosure Form 0409806).
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Total,
thous. rubles

Subsidiary
entities,
thous. rubles

Core management personnel,
thous. rubles

Other related parties,
thous. rubles

1 351 157

0

0

1 351 157

0

0

0

0

15 486 420

0

24 948

15 461 472

249

0

249

0

Investment in subsidiary and dependent entities

11 100

11 100

0

0

Other assets before the impairment provision

11 294

0

53

11 241

1

0

1

0

16 859 721

11 100

Funds of credit organizations

6 590 083

0

0

6 590 083

Funds of clients (non-credit organizations)

1 555 770

21 160

0

1 534 610

49 962

0

49 962

0

3 145

0

84

3 061

96

0

96

0

8 199 056

21 160

50 142

8 127 754

165 555 960

0

1 640 727

0

Funds, placed with credit organizations before the loan loss provision
Loan loss provision for funds placed with credit organization
Loans before the provision
Loan loss provision

Provision for impairment for other assets
Total assets

Retail customer deposits
Other liabilities
Provisions for contingent lending liabilities, other impairment and
operations with residents in offshore zones
Total liabilities
Irrevocable commitments of credit organization
Guarantees and sureties issued by credit institution

24 751 16 823 870

9 557 165 546 403
0

1 640 727

Below is a list of receipts and expenses with related parties for 2011 reflected in the line items of the Profit and Loss
Statement (Disclosure Form 0409807).
Total,
thous. rubles

Subsidiary Core management
entities,
personnel,
thous. rubles
thous. rubles

Other related
parties,
thous. rubles

Interest income

127 952

0

0

127 952

Interest expenses

214 261

0

0

214 261

Net income from operations with financial assets

36 787

0

0

36 787

0

142 779

Fee income

142 779

Fee expenses

499 834

0

0

499 834

Other operating income

741 298

795

0

740 503

1 984 738

0

0

1 984 738

Operating expenses

Below is a list of receipts and expenses with related parties for 2010 reflected in the line items of the Profit and Loss
Statement (Disclosure Form 0409807).
Total,
thous. rubles

Interest income

Subsidiary Core management
entities,
personnel,
thous. rubles
thous. rubles

Other related
parties,
thous. rubles

173 973

0

0

173 973

81 421

0

0

81 421

Fee income

155 156

0

0

155 156

Fee expenses

322 210

0

0

322 210

Other operating income

673 784

0

0

673 784

1 321 592

0

0

1 321 592

Interest expenses

Operating expenses

Financial Statements prepared in accordance with the accounting and reporting regulations of the Russian Federation

133

4.

Risk management principles

4.1.	Development strategy of credit organization
The principle part of the Bank’s development strategy is the further development of both corporate and retail services.
At present the Bank is developing new service packages to offer to potential and existing clients. Various types of derivative
financial products are becoming increasingly popular. Thus the Bank will continue to work toward the development of new
products aimed at meeting the growing demands of the Bank’s clients.

4.2.	Summary of areas of concentration risks related
to various banking transactions typically executed by the Bank
The major risks faced by the Bank are those related to credit risk, market risk, liquidity risk and also operational risk.
The Bank’s risk management policies aim to identify, analyze and manage the risks faced and to set appropriate risk limits
and controls, and to continuously monitor risk levels and adherence to limits. Risk management policies and procedures are
reviewed regularly to reflect changes in market conditions, products and services offered and emerging best practice.
The Bank strictly adheres to a risk diversification policy in order to avoid a concentration of operations in one area of the
market or another through the development and assimilation of new products and engagement of sectors which are new
for the Bank. At the same time the Bank is very cautious in its stance toward high-risk transactions and strives to avoid
questionable and risky investments. Such a policy allows for the substantial reduction of liquidity, price and market risks.
Reduction of such risks is also made possible by the fact that the Bank operates in various areas of the financial market,
without concentrating on narrow segments. Furthermore, the Bank’s income is evenly spread across all types of transactions,
which helps mitigate the risk of changes in particular indicators.
The Bank’s management implements the risk management system, confirms the authority and composition of risk
management bodies, adopts decisions on certain types of risks, and approves the Bank’s lending policy and policy governing
other asset and liability transactions.
The Asset and Liability Management Committee (ALCO) is engage in the planning and coordination of the Bank’s balance
within the country, develops and adopts strategic and tactical decisions on management risk and all components the
Bank’s balance sheet. ALCO manages and controls changes in the Bank’s assets, liabilities and capital, the volume of
securitization, liquidity indicators and the structure of the Bank’s investment portfolio.
The Bank’s internal control system is aimed at mitigating the following risk groups.
Business (strategic) risk is the risk of losses resulting from mistakes in the adoption of decisions which determine the
Bank’s business and development strategy and manifest themselves in the failure to consider or fully consider possible
risks which could threaten the Bank’s business, in the incorrectly or incompletely grounded determination of promising
business areas in which the Bank could achieve a competitive advantage, in the lack of or insufficient volume of resources or
organizational measures for supporting the achievement of the strategic aims objectives of the Bank’s business.
Credit risk group. This group includes: inherent credit risk (losses resulting from debtor insolvency) and country risk,
including transfer risk (the risk of losses resulting from failure of foreign counterparties to fulfill obligations due to economic,
political or social changes as well as a consequence of currency of obligations not being available due to particular aspects of
national legislation).
Market risk group. This group includes: stock market risk (the risk of losses resulting from changes in the market prices
of listed securities of the trading portfolio and derivative financial instruments influenced by factors related to the issuers
of listed securities and derivative financial instruments as well as general fluctuations in the market prices of financial
instruments); interest rate risk (the risk of losses resulting from changes in interest rates of the Bank’s assets, liabilities and
off-balance instruments); currency risk (the risk of losses resulting from disadvantageous changes in the exchange rate of
various currencies and/or precious metals on the Bank’s open positions in foreign currencies and/or precious metals); and
liquidity risk (the risk of losses resulting from the Bank’s inability to fully cover obligations).
Operational risk group. This group includes: operational risk (the risk of losses resulting from incompatibilities of internal
processes and procedures for executing banking transactions with the nature and scale of the Bank’s business and/or with
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existing legal requirements, their violation by Bank employees and/or others, as well as resulting from external factors);
technological (system) risk (the risk of financial losses due to the loss of information, failure of information systems,
unauthorized access to information systems, risk of emergency situations, inability of information systems to function
properly); risk of incorrect reporting (the risk of financial losses resulting from incorrect and/or untimely compilation
of reporting); legal risk (risk of losses resulting from the Bank’s failure to comply with legal requirements and signed
agreements, legal mistakes, deficiencies of the legal system, violation of legislative acts and/or conditions of signed
agreements by counterparties); and business reputation risk (the risk of losses resulting from the formation of a negative
public perception of the Bank’s financial stability, quality of services provided or the nature of the Bank’s business in
general).
The process of identifying, assessing and limiting each of the abovementioned risk groups is determined by the
corresponding internal documents of the Bank and corporate policies of Citigroup.
Risk identification and measurement (assessment)
For the purpose of mitigating risks, the Bank places risks in two categories:
■■
Intrinsic risk, or the potential negative impacts of the Bank’s operations on its capital and/or liquidity if no procedures
for risk management and internal control were in place;
■■
Residual risk, or the potential negative impacts on the Bank’s capital and/or liquidity with consideration of the
procedures for risk management and internal control that are in place.
Identification and measurement of risk is a process that spans all stages of a product’s life, from the product development to
the compilation of reporting (including management reporting). This process is applied for all risk groups and includes the
following stages:
■■
Identification of potential negative events or factors which could cause financial losses, i.e. events which present
risks intrinsic to the product in question;
■■
Measurement (assessment) of intrinsic risks and determination of the expected and acceptable level of residual risk.
The Bank controls technological risk as follows. Several operating systems currently function in the Bank. Accounting records
are maintained in compliance with Generally Accepted Accounting Principles (US GAAP) in the internal operating system
Flexcube common to most banks incorporated within Citigroup. The SOBOS system has been developed by the Bank to record
securities transactions. The Systematics system has been adopted by the Bank to record retail operations. Total Ledger is
used for accounting in compliance with the CBR requirements. Data from Flexcube, SOBOS and Systematics systems are
coalesced on daily basis through an interface file download. All financial reporting submitted to the CBR is prepared based on
the data from the indicated operating system. Special software for account balance reconciliation has been developed and
introduced for the daily procedure of confirming data identity in the systems. In addition, the Bank controls technological risk
when purchasing new software through obligatory testing by IT department employees.
Operating and overhead expenses (risk of ineffectiveness) are controlled by the Finance Department of the Bank in
accordance with internal instructions developed and implemented by the Bank. The Finance Department produces a monthly
budget for a 12-month period approved by the management of the Bank and communicated to business units. Additional
control over the budget implementation is provided by Finance Department employees on the monthly basis. Actual expenses
levels can exceed scheduled expenses levels only upon management review and approval, which significantly decreases the
risk of unauthorized expenses.
When introducing new products and technologies (implementation risk) the Bank performs a comprehensive and detailed
analysis of the product for which a development project team is appointed. The team includes representatives of different
departments of the Bank involved in the process, which enables the Bank to provide comprehensive analysis of the new
product, including informational support, marketing promotional prospects, financial estimates and risks of possible losses.
Procedures developed by the team are considered and approved by directors of all departments of the Bank connected with
the products directly or indirectly.
The Bank’s business divisions manage risks as part of the functional responsibilities.
On an annual basis, as a part of planning, the Compliance and Control (internal audit) service studies the businesses of all
structural subdivisions of the Bank with the aim of identifying, assessing and documenting all existing risk through a Risk
and Control Testing matrix. The internal audit service carries out audits for compliance with internal regulatory documents,
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informs management of violations discovered and proposes measures to eliminate discovered violations and monitor their
correction.
Credit risk
Credit risk is the risk of financial loss resulting from the failure of borrowers or counterparties to fulfill their obligations to the
Bank.
The Bank has developed a credit policy for its corporate business, a credit policy for its lending to retail customers and also
procedures for assessing the financial condition of the borrower, a procedure for reaching decisions on issuing loans, and
a procedure for ensuring timely repayment.
The risk for each individual borrower is limited through internal restrictions, for which the practical compliance with regard
to assumed risk is controlled on a regular basis. The limits are set according to the Bank’s target market and criteria for
assuming risk.
In order to facilitate analysis of the financial condition of each client, comparative analysis of the client’s sector and
assignment of a client credit rating reflecting credit risk and the maximum possible losses, the Credit Rating Model (DRM
Model) and other mathematical and scoring methods.
The Bank limits risk concentration for individual clients, counterparties and issuers (for securities), groups of affiliated
clients and also industries and time tables. Management of credit risk is achieved through regular analysis of the
creditworthiness of borrowers, adherence to a “Know Your Client” policy, maintaining regular contacts with clients and visits
to production sites. As a part of credit portfolio control and management the Bank also engages in constant monitoring of
the political and economic situation in the country (including stress testing — analysis of the impact of negative factors of the
portfolio).
The Bank also assesses the credit risk for each loan to clients in compliance with the requirements of CBR Regulations
#254-P dated 26 March 2004 “On the procedure for creation of provisions on loans, loan receivables and equivalents by credit
organizations” (as changed and amended) (hereinafter CBR Regulations #254-P) on the basis of analysis of the borrowers
business and considering its financial situation, quality of loan servicing, category of loan collateral and other information.
The result of the analysis of all of the abovementioned factors determines the minimal size of the provision.
In 2011 thanks to the effective work of the Bank with borrowers there were no instances of restructuring of loans to credit
organizations or corporate clients. The number of loans of this type that are nonperforming is negligible.
With regard to loans provided to retail customers, the Bank moved to compromise with clients who were experiencing
difficulties in paying off borrowed funds and proposed debt restructuring of consumers loans and credit card debt. As of
1 January 2012 the total amount of restructured loans to retail customers was RUB 1,085,307 thousand (provision created —
RUB 475,693 thousand), which amounts to 3.18% of all receivables from retail customers. As of 1 January 2011 the total
amount of restructured loans to retail customers was RUB 1,117,682 thousand (provision created — RUB 399,337 thousand),
which amounts to 3.61% of all receivables from retail customers.
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Information on asset quality evaluated with the aim of creating loan loss provisions (thousand rubles) as of 1 January 2012
Quality category

Item
number

Composition of assets

1

2

1

Placed with credit organizations

2

Loans to clients

3

Investments in securities and other financial instruments available
for sale

Payable
amount

I

II

III

IV

V

3

4

5

6

7

8

2 764 472

2 747 125

17 347

0

0

0

149 379 037

62 580 935

46 942 766

12 016 522

11 899 681

15 939 133

111 138 835

111 134 425

0

0

0

4 410

0

0

0

0

0

0

4

Investments in securities held to maturity

5

Other assets, total, incl.:

4 826 843

3 618 102

958 230

78 782

25 270

146 459

5.1

Accounts payable

1 290 567

418 764

824 400

24 640

9 412

13 351

Information on asset quality evaluated with the aim of creating loan loss provisions (thousand rubles)
as of 1 January 2011
Quality category

Item
number

Composition of assets

1

2

1

Placed with credit organizations

2

Loans to clients

3

Investments in securities and other financial instruments available
for sale

4

Investments in securities held to maturity

5

Other assets, total, incl.:

5.1

Accounts payable

Payable
amount

I

II

III

IV

V

3

4

5

6

7

8

2 488 144

2 478 803

0

9 341

0

0

132 951 781

69 099 560

33 211 153

14 276 899

9 510 133

6 854 036

81 761 040

81 756 630

0

0

0

4 410

0

0

0

0

0

0

9 632 310

8 850 819

517 404

49 736

26 222

188 129

990 589

497 053

401 485

24 911

10 173

56 967

Information in liabilities of credit and noncredit nature, forward transactions (deliverable and non-deliverable) and on actual
formation of loan loss provisions (thousand rubles) as of 1 January 2012
Quality category

Instrument
Unused credit lines and unused limits provided in the form of overdraft
protection and credit limits
Letters of credit
Guarantees and sureties
Conditional noncredit liabilities

Total liability

I

II

III

IV

V

47 720 797

10 870 943

35 643 748

1 006 832

108 095

91 179

0

0

0

0

0

0

16 980 578

4 916 756

7 398 233

1 182 597

2 060 392

1 422 600

0

0

0

0

0

0
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Overdue

Loan loss provision
Actually created
by quality category

up to
30 days

from 31 to
90 days

from 91 to
180 days

over
180 days

9

10

11

12

13

14

0

0

0

0

173

173

619 759

317 244

235 266

2 929 359

24 794 407

4 271 117

0

0

0

0

4 410

0

0

0

0

45 616

6 263

4 833

43 458

3 479

2 391

Calculated

Calculated with
devaluation

II

III

IV

V

15

16

17

18

19

173

173

0

0

0

4 271 117

351 255

159 095

160 721

3 600 046

4 410

4 410

0

0

0

4 410

0

0

0

0

0

0

0

128 525

167 032

167 032

167 032

9 401

2 799

10 275

144 557

0

32 993

32 993

32 993

8 286

1 947

9 409

13 351

Overdue

total

Loan loss provision
Actually created
by quality category

up to
30 days

from 31 to
90 days

from 91 to
180 days

over
180 days

Calculated

Calculated with
devaluation

total

II

III

IV

V

9

10

11

12

13

14

15

16

17

18

19

0

0

0

0

1 962

1 962

1 962

0

1 962

0

0

778 216

453 930

290 570

2 819 394

14 937 152

4 153 693

4 153 693

272 925

503 003

188 952

3 188 813

0

0

0

0

4 410

4 410

4 410

0

0

0

4 410

0

0

0

0

0

0

0

0

0

0

0

56 953

13 599

13 142

125 831

207 662

207 662

207 662

5 393

5 223

10 617

186 429

52 925

8 222

9 605

0

74 051

74 051

74 051

4 343

3 706

9 035

56 967

Loan loss provisions as of 1 January 2012
Actual
According to quality category
Calculated

Calculated with
devaluation

total

II

III

IV

V

707 451

463 893

463 893

360 090

57 336

26 911

19 556

0

0

0

0

0

0

0

2 798 851

122 358

122 358

69 838

52 520

0

0

0

0

0

0

0

0

0
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Type of deliverable/ non-deliverable transaction
Forward
Option
Swap

Receivables

Payables

Unrealized
exchange rate
differences
(positive)

Unrealized
exchange rate
differences
(negative)

Impairment
provision

81 994 501

82 578 036

881 233

1 464 767

583 534

8 149 628

8 149 628

231 504

231 504

165 638

144 758 374

143 546 164

4 551 352

3 339 141

0

Information on liabilities of credit and noncredit nature, forward transactions (deliverable and non-deliverable) and on actual
formation of loan loss provisions (thousand rubles) as of 1 January 2011
Quality category

Instrument
Unused credit lines and unused limits provided in the form of overdraft
protection and credit limits
Letters of credit
Guarantees and sureties
Conditional noncredit liabilities

Type of deliverable/ non-deliverable transaction
Forward
Option
Swap

Total liability

I

II

III

IV

V

44 187 072

9 028 732

33 605 469

1 241 137

206 159

105 575

336 488

107 903

4 359

224 226

0

0

14 814 831

10 519 518

934 857

1 347 372

1 988 190

24 894

0

0

0

0

0

0

Receivables

Payables

Unrealized
exchange rate
differences
(positive)

56 846 038

56 657 875

806 858

Unrealized
exchange rate
differences
(negative)

Impairment
provision

618 695

0

0

0

0

0

0

138 557 398

138 390 004

2 949 932

2 782 539

0

Market risk
Market risk is the risk of changes in fair value or future cash flows for a financial instrument as a result of changes in market
prices. Market risk included currency risk, interest rate risk and other price risks. Market risk arises with open positions on
interest rate, currency and equity instruments, which are exposed to general and specific market movements and changes in
the level of volatility of market prices.
The aim of managing market risk is to maintain an acceptable level of assumed risk as determined by the Bank’s business
strategy. The priority is to ensure the highest level of asset and capital preservation and reduce (exclude) possible losses
and unrealized profit from the Bank’s transactions on financial markets as well as other transactions of the Bank where
market risk is assumed.
The Bank manages market risk through the establishment of limits on open positions with regard to portfolio size for certain
financial instruments, terms of changes in interest rates, currency positions, stop loss limits and regular monitoring of
compliance, the results of which are reviewed and approved by the Executive Board.
The bank also utilizes Value-at-Risk (VAR) methodology to monitor market risk of its trading positions.
The Bank has developed a Market Risk Control Policy which regulates the assessment and methods for controlling this risk.
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Loan loss provisions as of 1 January 2011
Actual
According to quality category
Calculated

Calculated with
devaluation

total

II

III

IV

V

820 227

411 826

411 826

355 500

27 776

18 294

10 256

47 131

44

44

44

0

0

0

1 374 705

69 657

69 657

38 267

31 390

0

0

0

0

0

0

0

0

0

Stock market risk
By carrying out securities operations, the Bank assumes stock market risk.
Stock market risk is the risk of fluctuations in the fair value or future cash flow for financial instruments as a result of
changes in market price (except changes resulting from the impact of interest rate risk or currency risk) independent of
whether such changes were caused by factors characteristic of the given instrument or issuer or by factors impacting all
such financial instruments traded on the market. Market risk arises when the Bank has a long or short position on a financial
instrument.
Currency risk
The Bank assumes risk related to the influence of exchange rate fluctuations on its financial condition and cash flow.
The Bank controls the level of currency risk through limits on open currency positions (hereinafter — OCP) on a daily basis.
The Bank sets a limit at the end of each business day on the level of assumed risk for each functional currency and monitors
compliance on a daily basis. Currency risk is minimized through a balanced OCP volume ensuring the necessary liquidity for
the currencies used.
The Bank’s Monetary and Financial Department manages interest rate and currency risk with the aim of achieving income
from forecasted market developments (market trends). The mechanisms of control and management of interest rate risk
and currency risk are described in detail in the Market Risk Management Policy. Management of market risk and liquidity risk
provides for assessment of risks for all products of the Monetary and Financial Department and monitors acceptable volumes
according to position.
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Interest rate risk
Interest rate risk is the risk arising from the influence of market rate fluctuations on the financial condition and cash flow in
the case of open positions on interest rate instruments.
The Bank defines interest rate risk as possible loss or lower profitability in connection with financial market changes and an
imbalance of the Bank’s assets and liabilities (with regard to interest rates, interest rate periods and maturity terms).
The risk of changes in interest rates is managed primarily through the setting of indicators and limits characterizing the
sensitivity of positions to changes in interest rates.
Liquidity Risk
Liquidity risk implies the risk of situations in which the Bank would not be capable of making payment on liabilities or
executing current payments on behalf of clients with restructuring assets and/or tapping emergency funds. Liquidity risk
arises from a mismatch of terms for asset and liability transactions.
The Bank’s liquidity management system is an inseparable part of its asset and liability management system.
As a part of the global liquidity control and management system of Citigroup, the current liquidity control and management
system of the Bank incorporates provisions and approaches stated in the corporate policy on liquidity risk management. The
Assets and Liabilities Committee is responsible for developing and providing efficient liquidity management and control. In
compliance with the corporate policy, liquidity control and management procedures implemented by the Bank are as follows:
■■
■■
■■
■■
■■
■■
■■

establishing limits of possible liquidity gap based on maturities of assets and liabilities;
establishing limits of crosscurrency financing;
developing and analyzing stress scenarios;
monitoring of compliance of liquidity ratio (normatives) on a daily basis according to CBR requirements;
determining market indicators potentially affecting market liquidity;
establishing criteria for determining significant financing sources (large cash suppliers);
reporting in compliance with the Citigroup assets/liabilities model on a daily basis.

Legal risks
Legal risks in the Bank’s business can be categorized as follows:
■■

■■

■■
■■

risks of executing transactions which could be declared invalid according to current legislation of the Russian
Federation;
risks of signing agreement containing inadequate provisions on the Bank’s responsibility or provisions capable of
leading to substantial devaluation of assets or increase in the obligations of the Bank;
risks of disadvantageous outcome of judicial disputes in which the Bank is a party;
risks related to changes in currency, tax and/or bank legislation, and/or judicial practice on issues concerning the
Bank’s core business.

The abovementioned risks are not specific to the Bank; all financial institutions are exposed to them.
Operational risk
One of the most important risks related to the Bank’s business is operational risk. Operational risk is understood as the
possibility of losses arising from any of the following: failures in the functioning of the Bank’s material support; mistakes
or violations occurring as a result of ineffective organization of the Bank’s business; and insufficiencies in the internal
control system. Furthermore, this is also the risk of unforeseen losses or income resulting from incompatibilities of internal
processes and procedures for executing banking transactions with the nature and scale of the Bank’s business and/or with
existing legal requirements, their violation by Bank employees and/or others, as well as resulting from external factors.
The Bank has approved a Policy for Management of Operational Risks and Risk and Control Testing in order to manage
operation risks. The Bank’s policy for management of operational risks stipulates the identification and measurement of
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risks, risk management, testing of risks and controls, ongoing monitoring of operational losses as well as reporting to the
Bank’s management.
Strategic risk
Along with financial risks, the Bank monitors functional risks. In order to cover strategic risk, the Bank develops its strategy
based on principles common to all the banks incorporated within the structure of Citigroup Corporation. Despite the fact
that the Bank’s strategy is an integral part of the strategy of the whole group, the specifics of working in the Russian
market undoubtedly dominate in setting goals and objectives for the Bank. All strategic decisions are taken by the senior
management of the Bank and subject to obligatory agreement and approval in the regional Citibank N.A. head office in
London.
Reputational risk
The Bank has a solid business reputation, forms a positive perception about the Bank, the quality of services offered and
the nature of its business as a whole, based on the objective results of its business. The Bank’s management assesses the
likelihood of losses arising from a decline in business reputation as minimal.
Existing and potential lawsuits in which the Bank is a respondent party
In the process of engaging in business activities clients and counterparties can bring claims against the Bank.
The Bank’s management assesses the total volume of obligations which could arise as a result of any lawsuits against the
Bank would not have a substantial impact on the Bank’s financial condition.
Country risk
Country risk (including transfer risk) is the risk of Bank incurring losses as a result of the failure of foreign counterparties
(legal entities or persons) to fulfill or properly fulfill obligations due to economic, political or social changes as well as
a consequence of currency of financial obligations not being available due to particular aspects of national legislation
(regardless of the financial condition of the counterparty).
The Bank is a resident of the Russian Federation and carries out its business on the Territory of the Russian Federation.
The Bank is cautious in its approach to assume credit risk for residents of other countries. As a rule, these are clients of the
Bank from developed countries. Among nonresidents with whom the Bank carries out various transactions, the dominating
role is played by banks and financial organizations within Citigroup.
Information about country concentrations of the Bank’s assets and liabilities
Below is information on the geography of concentrations of assets and liabilities of the Bank as of 1 January 2012 and
1 January 2011 as reflected in the line items of the Balance Sheet (Disclosure Form 0409806). Information is grouped
for the Russian Federation (RF), CIS countries (CIS), the countries of the group of developed countries (GDC)
and other countries (OC).
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thous. rubles
1 January 2012

Total

RF

CIS

GDC

OC

1

Cash

5 478 472

5 478 472

0

0

0

2

Credit institutions’ placements
with the Central Bank of the Russian
Federation

4 473 781

4 473 781

0

0

0

2.1

Mandatory reserves

3 228 478

3 228 478

0

0

0

3

Placements with credit institutions

2 764 299

1 371 864

10 845

1 379 398

2 192

4

Net investments in securities at fair
value through profit or loss

8 321 940

8 318 809

0

3 131

0

145 107 920

125 144 466

43 894

19 867 589

51 971

111 134 425

108 058 442

0

3 075 983

0

11 100

11 100

0

0

0

0

0

0

0

0

Fixed assets, intangible assets and
materials

1 534 061

1 534 061

0

0

0

9

Other assets

4 659 811

4 604 823

10

35 622

19 356

10

Total assets

283 474 709

258 984 718

54 749

24 361 723

73 519

11

Loans, deposits and other funds
from the Central Bank of the Russian
Federation

2 390 971

2 390 971

0

0

0

12

Amounts due to credit institutions

12 212 137

5 399 601

169 230

6 597 578

45 728

13

Customer accounts (non-credit
institutions)

209 599 163

186 541 608

718 802

17 274 329

5 064 424

57 108 408

52 191 839

692 193

3 266 829

957 547

5

Net loans to customers

6

Net investments in securities and
other financial assets available for
sale

6.1
7
8

Investments in subsidiaries
and affiliated companies
Net investments in securities
held to maturity

13.1

Deposits of individuals

14

Financial liabilities at fair value
through profit or loss

0

0

0

0

0

15

Debt securities issued

0

0

0

0

0

16

Other liabilities

11 771 487

11 309 176

447

120 005

341 859

17

Provisions for possible losses on
credit related commitments, other
possible losses and settlements with
residents of offshore zones

1 963 269

1 911 133

58

41 932

10 146

237 937 027

207 552 489

888 537

24 033 844

5 462 157

18

Total liabilities

28

Irrevocable commitments of credit
institution

303 585 422

130 601 464

1 781 846

170 625 481

576 631

Guarantees and sureties issued by
credit institution

16 980 578

15 275 190

215 064

1 413 092

77 234

29
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thous. rubles
1 January 2011

Total

RF

CIS

GDC

OC

1

Cash

5 363 658

5 363 658

0

0

0

2

Credit institutions’ placements
with the Central Bank of the Russian
Federation

13 687 141

13 687 141

0

0

0

2.1

Mandatory reserves

1 676 759

1 676 759

0

0

0

3

Placements with credit institutions

2 486 182

664 238

93 844

1 725 073

3 027

4

Net investments in securities at fair
value through profit or loss

9 604 606

9 545 132

0

59 474

0

128 798 088

112 737 221

39 472

15 791 037

230 358

81 756 630

77 818 175

0

3 938 455

0

11 100

11 100

0

0

0

0

0

0

0

0

Fixed assets, intangible assets
and materials

1 684 399

1 684 399

0

0

0

9

Other assets

9 424 648

9 356 995

7

14 686

52 960

10

Total assets

252 805 352

230 856 959

133 323

21 528 725

286 345

11

Loans, deposits and other
funds from the Central Bank
of the Russian Federation

0

0

0

0

0

15 624 084

6 143 476

127 913

9 306 887

45 808

186 165 288

162 892 486

504 027

16 048 280

6 720 495

44 436 021

40 869 420

502 510

2 381 353

682 738

5

Net loans to customers

6

Net investments in securities and
other financial assets available
for sale

6.1
7
8

Investments in subsidiaries and
affiliated companies
Net investments in securities
held to maturity

12

Amounts due to credit institutions

13

Customer accounts (non-credit
institutions)

13.1

Deposits of individuals

14

Financial liabilities at fair value
through profit or loss

0

0

0

0

0

15

Debt securities issued

0

0

0

0

0

16

Other liabilities

9 547 916

9 107 262

265

134 385

306 004

17

Provisions for possible losses on
credit related commitments, other
possible losses and settlements with
residents of offshore zones

1 416 846

1 145 467

14

51 718

219 647

18

Total liabilities

212 754 134

179 288 691

632 219

25 541 270

7 291 954

28

Irrevocable commitments of credit
institution

285 685 555

115 108 368

845 980

168 131 541

1 599 666

Guarantees and sureties issued by
credit institution

14 814 831

13 131 962

817 276

838 598

26 995

29
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5.

Main components of reporting

The Annual Report was prepared in compliance with the requirements of CBR Instruction No. 2089-U dated 8 October
2008 “On the procedure for preparation of annual report by credit organizations” (with addendums and amendments)
(hereinafter — CBR Instruction No. 2089-U).
The Bank’s accounting is performed in in compliance with the requirements of CBR Regulation #302-P dated 26 March
2007 “Accounting rules for credit organizations located on the territory of the Russian Federation” (with addendums and
amendments) (hereinafter — CBR Regulation #302-P) and other normative documents.
Throughout 2011 taxes were paid from income of the reporting period on a monthly basis in the amount of
RUB 2,696,409 thousand adjusted for events after the reporting period.
The data from the Annual Report for 2011 are comparable to the data for 2012.

5.1.

Accounting Policy and list of material changes to the Accounting Policy
influencing the comparability of certain business indicators

The Bank’s Accounting Policy for 2011 was confirmed by a protocol of the Board of Directors of ZAO CB Citibank dated
11 January 2011.
Material changes in accounting rules capable of influencing the comparability of certain business indicators of the Bank,
including the with regard to the cessation of the application of the basic “going concern” assumption (principle), were not
made to the Accounting Policy for 2011.
As of 1 January 2011 a fixed asset is considered acquired property with a cost exceeding RUB 20,000 excluding VAT.
As a result of the expanded product portfolio, the following changes were made to the Bank’s Accounting Policy for 2011:
■■

■■
■■

5.2.

with regard to methodology for accounting for non-deliverable derivative financial instruments such as interest rate
options, interest rate swaps and other such interest rate derivatives;
with regard to accounting for settlements for letters of credit with deferment of payment;
with regard to methodology for accounting for transactions to acquire receivables for consumer loans and mortgagebacked loan agreements.

Changes in Accounting Policy for the next reporting year

The Bank’s Accounting Policy for 2012 included the following changes related to amendments and improvements to existing
legislation, in particular:
■■

■■

starting from 1 January 2012 amendments to CBR Regulation 302-P come into effect and CBR Regulation 372-P dated
4 July 2011 “On the procedure for accounting for derivative financial instruments” (hereinafter — CBR Regulation 372P) concerning the new procedure for accounting for derivative financial instruments (hereinafter — DFI). Starting
from 1 January 2012 DFI must be recognized at fair value.
starting from 1 January 2012 a fixed asset is considered acquired property with a cost exceeding
RUB 40,000 excluding VAT.

The Bank did not carry out analysis of the possible influence of these changes on its financial condition or business results.

5.3.	Summary of information from inventory of balance sheet items
In order to prepare for the Annual Report, the Bank inventoried fixed assets, intangible assets and materials as of
1 November and 1 December 2011. Furthermore, as of 1 January 2012 all cash offices of all Bank branches and offices were
inventoried. The results of the inventory were recorded in the corresponding acts. The Bank takes measures to receive
written confirmations of customer accounts balances.
On 11 January 2012 the Bank sent to its customers’ statements of accounts with balances as at 1 January 2011 for all
customer accounts (settlement, loan, current, correspondent, savings, deposit, etc.). The Bank performs SWIFT verification
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of interbank loans and deposits balances. The Bank also performs verification of assets and liabilities on forward and spot
transactions reflected in section “G” of chart of accounts.

5.4.	Information on receivables and payables
The Bank performed reconciliation of receivables and payables from settlements balances. This reconciliation was
documented in bilateral acts with all suppliers and vendors. The period of recognition of receivables on the Bank’s balance
sheet fully corresponds to the nature of recognized transactions. There are no overdue receivables as at 1 January 2012.

5.5.	Post balance sheet events (hereinafter — PBSE)
The Annual Report was compiled with adjustments for events after the reporting period.
With the aim of correctly compiling the Bank’s Annual Report for 2011 the following PBSE were reflected:
■■

■■
■■

■■
■■

■■
■■
■■

■■

transfer of balances recorded on balance accounts 706 “Current period financial result” to balance accounts
707 “Previous period financial result”;
additional payment of tax on profit in the amount of RUB 152 188 thousand;
additional payment on tax on revenues in the form of interest on government and municipal bonds for December
2011 in the amount of RUB 12,096 thousand;
additional loan loss provision for retail customers for December 2011 in the amount of RUB 13 thousand;
reflection of income received from the distribution of net profit of CitiLeasing LLC to the sole proprietor ZAO CB
Citibank as stipulated by Decision No. 26 dated 15 December 2011 in the amount of RUB 11,456 thousand;
reflection of income received in the form of fees for Q3-Q4 2011 in the amount of RUB 6,779 thousand;
business expenses and other non-operating expenses of the Bank in the amount of RUB 409,145 thousand;
recovery of previously created provision for employee bonus payments for the year 2011 in the amount of
RUB 110,572 thousand;
transfer of balances from account 707 to account 70801 “Previous period profit” in the amount of
RUB 7,730,546 thousand.

5.6.	Principles and methods for assessing and accounting for certain transactions
5.6.1.

Assets

Assets are accounted at cost. Subsequently the assets are valued (revalued) at current (fair) value or through provisions for
impairment in compliance to the CBR normative documents.
5.6.1.1.	Fixed Assets
Fixed assets are understood as property with a utilization period of more than 12 months and used as a means for providing
services, corporate management and also in instances stipulated by health and hygienic, operational, and other special
technical norms and requirements, the cost of which exceeds RUB 20,000 per unit excluding VAT.
Fixed assets of the Bank are accounted at cost that includes original cost derived from actual expenses and revaluation
cost. Depreciation of fixed assets is calculated and charged to expenses of the Bank on monthly basis based on established
depreciation rates (amortization) for complete recovery in compliance with current legislation. Fixed assets depreciation
is charged on straight-line or declining method. The Bank applies straight-line method of depreciation to buildings,
constructions, transfer units included in the 8th-10th depreciation groups, irrespective of the date when a fixed asset is
placed in operation. The Bank applies declining method of depreciation to other fixed assets placed in operation before
1 January 2008. The straight-line method of depreciation is applied to all other fixed assets placed in operation after
1 January 2008.
5.6.1.2.	Intangible assets
Intangible assets are stated at the amount of expenses for their purchase, production and bringing to utilizable condition.
The value of intangible assets created by the Bank are assessed as the sum of expenses on their creation, production
(including material expenses, labor expenses, expenses on third-party services, patent fees, expenses related to obtaining
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patents, use rights, certificates) and such. Changes in the initial value of intangible assets are possible through revaluation
(devaluation). Modernization of intangible assets is considered an expense of the Bank.
5.6.1.3.	Materials
Business materials, which are acquired by the Bank strictly through applications confirmed by business division directors
within the established limits, are delivered by the supplier directly to the business division and are reflected in expense
accounts at actual cost, which includes all expenses related to acquisition, delivery and bringing to utilizable condition for
production purposes at the start of use.
5.6.1.4.	Securities
The Bank classifies securities according to purchase objectives in the following categories:
■■
■■

investment in securities at fair value through profit or loss;
investment in securities available for sale.

Investment in securities classified upon initial recognition as at fair value through profit or loss are accounted at current
(fair) value.
Investment in securities available for sale is accounted at current (fair) value. It the current (fair) value cannot be reliably
determined then the securities of these categories are accounted at the cost of acquisition.
For debt obligations not settled upon maturity date, the Bank creates an impairment provision.
For recognition of current (fair) value of government, municipal and corporate bonds current day weighted average market
price disclosed by the market operator (Moscow Interbank Currency Exchange) is used. For recognition of current (fair)
value of corporate bonds in foreign currency (Eurobonds) the weighted average market price of the previous day disclosed
by International Information Agencies (Reuters/Bloomberg) is used.
On the last working day of each month all securities recognized on the balance sheet and subject to revaluation are revalued
at the exchange rate of the last working day of the month. In case there is no data on weighted average market prices on
Eurobonds, demand price (BID) is taken as a market price, published by the International Information Agency Reuters as
at 5 pm Moscow time on the last working day of the month, and in case there is no data provided by Reuters, demand price
(BID) published by the International Information Agency Bloomberg as at 5 pm Moscow time on the last working day of the
reporting month is considered.
In case current fair value of securities for the calendar month cannot be determined, appropriate provision is created for
such securities. Provision for available-for-sale investments is created on the basis of motivated judgment in compliance with
the CBR normative documents requirements.
The Bank has established a valuation method for retired (sold) securities based on the FIFO method.
The acquisition (transfer) of ownership of securities via transactions on conditions of maturity, repayment and interest
payment is not grounds for the initial recognition (derecognition) of securities if it does not entail transfer of all risks and
advantages (or a substantial portion of them) as a result of the ownership of the transferred securities.
For repurchase (repo) transactions for which the Bank is the initial purchaser of the securities, the Bank does not assume
the risk and advantages related to the ownership of these securities. Securities received during the first stage of a repo
transaction are accounted without recognition as an asset of the Bank and are reflected on off-balance accounts. Monies paid
during the first stage of a repo transaction are reflected in the balance accounts for other invested assets.
For repo agreements by which securities are purchased under agreements to resell (reverse repo), the Bank assumes the
risk and advantages related to the ownership of these securities; the transfer of securities via repo transactions are enacted
without their derecognition as assets of the Bank. Monies received during the first stage of a repo transaction are reflected in
the balance accounts for other attracted funds.
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5.6.1.5.	Forward transactions
In section of “G” Forward Transactions of the Bank’s accounting the nominal value is state for claims and liabilities on
deliverable forward contracts for financial assets in the form of securities, precious metals, foreign currencies and monetary
funds in rubles. The transactions are reflected on the accounts from the date of signing to the receipt to the date of the
receipt of the first settlements.
Claims and liabilities are reappraised according to changes in the official CBR exchange rates for foreign currencies and the
current fair value of securities. Reappraisal (unrealized exchange rate differences) is reflected in accounts of section of “G”
Forward Transactions corresponding to the reappraised financial asset/liability.
Assets and (or) liabilities arising from forward settlement (non-deliverable) transactions are reflected on the accounts for
assets and liabilities on delivery of monetary funds in correspondence with accounts for unrealized exchange rate differences
for the reappraisal of assets and liabilities from forward settlement (non-deliverable) transactions. Assets and (or) liabilities
arising from forward settlement (non-deliverable) transactions are reappraised based on changes in the value of the
underlying asset.
When accounting for the interest rate component of a derivative Bloomberg) calculated with a variable interest rate LIBOR,
MOSPRIME, etc.), the Bank uses data published by international information agencies (Reuters, Bloomberg) as at 5 pm
Moscow time on the corresponding date. Reappraisal arising as a result of changes in the variable interest rate is reflected on
the last working day of the month, the date of confirmation of the variable interest rate according to transaction conditions
and on the date of the conclusion of the transaction.
The Bank creates provisions for possible losses from forward agreement in compliance with CBR Regulation 283-P dated
20 March 2006 “On the formation of provisions by credit organizations for possible losses” (with amendments and
addendums) and internal normative documents of the Bank.
5.6.1.6.	Loans extended (deposits), provisions for impairment of invested funds
Loans extended (deposits) are accounted at cost of provision from the date of actual provision of funds.
With regard to loans extended in compliance with CBR Regulation 254-P and existing internal Credit Policies (for corporate
and retail lending), provisions are created for loan impairment on loans, loan receivables and equivalents.
For the purposes of evaluation of credit risk with respect to loans issued to individuals, the Bank uses a method of grouping
consumer loans into portfolios of homogenous loan products.
Interest income from invested funds is reflected in accounting on a daily basis. Interest income which is considered certain is
reflected on income accounts as accrued interest. Interest income which has not been recognized as certain is reflected on
income accounts upon receipt.
Certainty or uncertainty in the receipt of income is recognized based on an assessment of the loan, loan receivables and
equivalents or the level of risk of possible loss for the given asset (receivable):
■■

■■

■■

for loans, assets (receivables), classified by the Bank in the first, second and third quality categories, receipt of
income is considered certain (the likelihood of receipt of the said income is considered absolute and (or) high);
for loans, assets (receivables), classified by the Bank in the fourth and fifth quality categories, receipt of income is
considered uncertain (receipt of income is conditional or unlikely);
income not received but accrued on the balance sheet is not written off from income in the case of changes in the
quality category of loan or asset. In the case of an increase in the quality category of loan or asset (receivable)
for which there is no income receipt uncertainty, all amounts receivable as of the reclassification date reflected as
income.

During the reporting period the Bank had no transactions with promissory notes.
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5.6.1.7. Acquisition of receivables from agreements on the provision (placement) of funds
Acquired rights to receivables arising from agreements on the provision (placement) of monetary funds are accounted for
at the cost of acquisition on the date of acquisition as stipulated by the conditions of the agreement. The date of liability
retirement is the date of the fulfillment of the debtors obligations of the date of the concession of receivables to third parties
(date of sale) stipulated by the sales agreement.
Income from factoring transactions are accounted by the bank as an advance fee and is subject to monthly accrual on certain
accounts of the sub-ledger account 47423 in correspondence with account 70601 Income expressed by the symbol 12401 with
the subsequent creation of 100% impairment provisions for clients of the fourth and fifth quality categories.
The financial result from retirement of receivables is determined as the difference between the purchase price of receivables
and the sale price or the sum of paid by the debtor (borrower) as stipulated by the agreement whereby the receivables were
acquired. In the case that the payment for sold (redeemed) receivables is made in parts, the financial result is calculated
as the difference between the sum of the partial payment and the sum of the sold (redeemed) portion of the receivables
calculated proportionately with regard to the amount of the proportional payment and the nominal value of the receivables.
In the case of properly established approval by authorized representatives of the Bank, expenses on concession agreements
for a portfolio of homogenous loans (fees, bonuses, awards, discounts, etc.) in an amount exceeding the nominal value of
the acquired portfolio are simultaneously written off.
Interest income arising from the conditions of an underlying agreement on the placement (provision) of funds but not
included in the volume of acquired payables are recognized as income and reflect in accounting reports as interest income
from money placement transactions.
5.6.2.	Liabilities
Liabilities are accounted for in compliance with the agreement conditions with the aim of ensuring their complete and
timely fulfillment. Liabilities can be reappraised according to current (fair) value in instances stipulated by CBR normative
documents.
The sum of received (attracted) funds is reflected in accounting on the date of their receipt.
5.6.2.1.	Borrowed funds (loans, deposits received)
Received (attracted) funds expressed in the currency of the Russian Federation are reflected in accounting in rubles in the
amount of actual payables while those expressed in foreign currency are reflected in foreign currency on the date of their
entry into accounting records with the subsequent reappraisal in the established order according to the official exchange
rate, with the exception of payables which are advances and preliminary payments on balance accounts for settlements with
non-residents on business transactions.
Interest on loans received (deposits) are accrued and recognized as expenses on a daily basis. The Bank does not issue debt
securities.
5.6.2.2.	Share capital, dividends
The registered share capital of the Bank comprises 1000 uncertified common registered shares distributed among the existing
shareholders Citibank Overseas Investment Corporation (USA) — 99.9% and Formost Investment Corporation (USA) – 0.1%,
and amounts to RUB 1,000,000,000 (one billion).
Furthermore, according to the General Shareholders Meeting decision, the Bank’s profit of the previous year was not
distributed in 2011.
As of the date of the Auditors’ Report, the Bank’s Board of Directors did not issue recommendations on the size of dividends
for 2011 results.
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5.6.3. Operating leases
The sum of lease payment Payments made under operating leases is recognized as an expense on a straight-line basis over
the term of the lease.
5.6.4.	Income tax
Income tax is calculated and paid on a monthly basis.
The Bank does business in various tax jurisdictions. In doing business management must interpret and apply the existing legal
norms with regard to transactions with third-parties and the Bank’s own operations. At present Russian tax legislation as
a rule is based on how transactions are transacted and how they are accounted for in accordance with the Russian principles
of accounting. Interpretation of Russian tax legislation by tax authorities as well as judicial practice in this regard are in
a state of constant flux and in the future could concentrate attention not on the form but rather on the economic substance
of a transaction. Recent events transpiring in the Russian Federation demonstrate that tax authorities are taking a more
strict position with regard to interpretation and application of tax legislation.
A tax year is subject to audit by tax authorities for a period of three calendar years from its conclusions. Throughout this
period any changes in the interpretation of legislation and its practical implementation, even without any changes transpiring
in Russian tax law, could be applied retrospectively. Such risks are also encountered in other jurisdictions where the Bank
does business.
It is the Bank’s opinion, as of 1 January 2012, that the corresponding provisions of tax legislation have been correctly
interpreted, and there is a high likelihood that current position of the Bank, in terms of tax, currency and customs law, will
remain the same.
5.6.5.	Statement of income and expenses
In order to define income from principal transactions in 2011 the Bank used the method of income and expense accruals.
This means that financial results of transactions (income and expenses) are recognized in accounting records when the
corresponding service is provided and not upon cash (or equivalents) receipt or payment.
Costs and charges subject to reimbursement are not recognized as expenses and are subject to accounting on corresponding
receivables accounts.
Income and expenses are recognized in accounting records within the reporting period they refer to. The reporting period for
income and expense recognition is the calendar year. A calendar month is defined as the control time period for proportional
allocation of income and expenses. Interest on the Bank’s investments is posted by the operating system on daily basis.
Commissions payable to the Bank are recorded as expenses on payment day provided by the agreement provisions.
With the aim of optimizing and increasing the effectiveness of the Bank’s operations, the following assumptions are made:
■■

■■
■■

■■

■■
■■

■■

■■

materiality for received/paid commissions on credit and other transactions equals to USD 100,000, i.e. commission
amounts below the set equivalent may be charged to income/expenses irrespective of period they are received/paid
for;
staff costs are recorded when accrued, travel expenses and representation expenses are recorded when approved;
depreciation is charged not later than the last working day of the month, taxes and levies — not later than the set due
date;
expense recognition on prepaid lease payments accounted as prepaid expenses is performed on monthly basis for the
period of actually provided rental services;
expenses on subscription to periodicals are charged to expenses at the payment date;
accrued income on transactions with customers and counterparties of the Bank classified into the first, second or
third quality category is recognized as determined by the CBR Regulations #254-P dated 26 March 2004
income not received but accrued in the balance sheet is not written off from income in case of changes in quality
category of loan or asset (receivable). In case of increase in quality category of loan or asset (receivable), for which
there is no income receipt uncertainty, all amounts receivable at reclassification date are charged to income;
determination of receipt of services by the Bank is valid starting the service acceptance date.
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Analytical accounting on the accounts for profit and loss is performed only in Russian rubles. Profit and loss accounts reflect
the ruble equivalent of sums in foreign currencies based on the official exchange rate on the date of record of the income or
expense.
5.6.6.	Reappraisal of foreign currency assets
Reappraisal of assets denominated in foreign currency occurs based on changes in the official exchange rates established by
the CBR with the results reflected in the receipts and expenditures account on a daily basis.
Reappraisal of foreign currency assets not included in the list of foreign currencies whose exchange rate is established by the
CBR is carried out on the basis of changes in the exchange rates of these currencies as determined in accordance with the
Bank’s Accounting Policy, with the results reflected in the receipts and expenditures account on a daily basis. The opening
balance is reappraised at the start of the business day.
Exchange rate differences arising from the calculations of currency conversion transactions in foreign currency are included
in the Bank’s financial result according to the exchange rate in effect on the day of transaction. The day of transaction is
understood as the earlier of the following two dates: the funds’ delivery date or received date.
Reappraisal of foreign currency assets is carried out at the beginning of the operational day prior to the reflection of
operations on the account (accounts). The reappraisal of the opening balance is carried out at the start of the day, with the
exception of funds received or issued in the form of advance or preliminary payment for supplied goods, work completed and
services rendered recorded on the balance accounts for transactions with non-resident organizations.
5.6.7. Offsetting
Financial assets and liabilities are offset only in situations in which the governing currency conversion agreement includes an
offsetting (netting) provision in effect as of the date of execution.
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