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The Russia Small Business Investment Special Fund  
 
Income statement Restated *

For the year ended 31 December 2010 Year to Year to 

31 December 2010 31 December 2009 

Note € 000 € 000 

Interest and similar income 5
   From loans 1,446                     3,281                     
   From credit institutions and other interest 51                          65                          
Net interest income 1,497                     3,346                     
Recoveries from loans previously written off 1,572                     21                          
Net fee income 5 44                          -                             
Net gains from share investments at fair value through profit or loss 6 1,082                     -                             
Net losses from guaranteed investments 7 -                             (487)
Foreign exchange movement 27                          (1,035)
Other operating expenses 9 (7) (6)
Operating profit before provisions 4,215                     1,839                     
Release/(charge) of provisions for impairment of loan investments 

and guarantees 10 465                        (466)
Net profit for the year 4,680                     1,373                     
Attributable to:
Contributors                       4,680                       1,373 

Statement of comprehensive income Restated 

For the year ended 31 December 2010 Year to Year to 

31 December 2010 31 December 2009 
Note € 000 € 000 

Net profit for the year 4,680                     1,373                     
Other comprehensive income
Available-for-sale financial assets 11 -                             (187)
Foreign exchange movement between functional

and presentational currencies 3,673                     (645)
Total comprehensive income for the year 8,353                     541                        
Attributable to:
Contributors                       8,353                          541 

Statement of financial position Restated **

At 31 December 2010  31 December 31 December 

2010                         2009                         
Note € 000 € 000 € 000 € 000 

Assets
Placements with credit institutions 33,930                   28,618                   
Other financial assets 12 234                        260                        
Loan investments

Loans 13 23,052         25,801         
Less: Provisions for impairment 10 (1,348) (2,753)

21,704                   23,048                   
Share investments 11

Share investments at fair value through profit or loss 2,694                     -                             
Available-for-sale share investments -                             1,615                     

Total assets 58,562                   53,541                   

Liabilities
Other financial liabilities 14 7                            6                            
Provisions for impairment of guaranteed parallel

investments 10 -                             3,333                     
Total liabilities 7                            3,339                     

Contributors' resources
Contributions 15 59,351         59,351         
Reserves and retained earnings (796) (9,149)

Total contributors' resources 58,555                   50,202                   
Total liabilities and contributors' resources 58,562                   53,541                   

* Refer to note 3 
** Refer to note 4  
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Statement of cash flows   

Restated 

For the year ended 31 December 2010 Year to Year to 

 31 December  31 December

2010                       2009                       

€ 000 € 000 € 000 € 000 

Cash flows from operating activities
Net profit for the year 4,680                    1,373                    
Adjustment for:
Interest income (1,497) (3,346)
Net deferral of commitment fees 21                         -                            
Provisions for impairment of loan investments
   and guarantees (465) 466                       
Net gains from share investment at fair value through 
   profit or loss (1,082) -                            
Foreign exchange (27) 1,035                    

1,630                    (472)

Interest income received 1,552                    3,718                    
Net realised gains from share investments 3                           -                            
Net profit before changes in operating assets 3,185                    3,246                    
(Increase)/decrease in operating assets:
   Loan fee income receivable (9) -                            
   Proceeds from repayment of loans 10,974                  10,175                  
   Funds advanced for loans (7,286) (1,215)
Increase/(decrease) in operating liabilities:
   Accrued expenses 1                           1                           
   Payment for guaranteed investment (3,452) -                            
Net cash from operating activities 3,413                    12,207                  
Cash flows from financing activities
Transfer to other funds -                            (3,392)
Net cash (used in) financing activities -                            (3,392)
Net increase in cash and cash equivalents 3,413                    8,815                    
Cash and cash equivalents at the beginning of the year 28,618                  20,221                  
Effect of foreign exchange rate changes 1,899                    (418)
Cash and cash equivalents at 31 December 33,930                  28,618                   
 
Statement of changes in contributors' resources
For the year ended 31 December 2010

Retained

earnings/

General (accumulated
Contributions reserve loss) Tota

Note € 000 € 000 € 000 € 000 

As at 31 December 2008 (Restated) 59,351                  (9,574) 3,276                    53,053                  
Net profit for the year -                            -                            1,373                    1,373                    
Transfer to other funds 3 -                            -                            (3,392) (3,392)
Total comprehensive (expense)/income -                            
   Available-for-sale financial assets -                            (187) -                            (187)
   Foreign exchange movement between functional -                            

and presentational currencies -                            (645) -                            (645)
As at 31 December 2009 (Restated) 59,351                  (10,406) 1,257                    50,202                  

Balance at 1 January 2010 59,351                  (10,406) 1,257                    50,202                  
Effect of change in accounting policy for classification and
   measurement of financial assets -                            2,331                    (2,331) -                            
Adjusted balance at 1 January 2010 59,351                  (8,075) (1,074) 50,202                  

Net profit for the year -                            -                            4,680                    4,680                    
Total comprehensive (expense)/income
   Foreign exchange movement between functional

and presentational currencies -                            3,673                    -                            3,673                    
As at 31 December 2010 59,351                  (4,402) 3,606                    58,555                  

l 

 
 
In 2010 the general reserve represents foreign exchange movements on translation from functional currency to 
presentational currency. 
 
In 2009 the general reserve represented cumulative unrealised fair value movements from available-for-sale share 
investments (see “Classification of financial assets at the date of initial application of IFRS 9” on page 8) and foreign 
exchange movements on translation from functional currency to presentational currency.   
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The Russia Small Business Investment Special Fund 
 
Accounting policies 
 
 The principal accounting policies applied in the preparation of these financial statements are set out below.  These 

policies have been consistently applied to all the years presented, unless otherwise stated. 
 
A. Basis of preparation 

 
These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) 
as issued by the International Accounting Standards Board (IASB). The financial statements have been prepared under 
the historical cost convention, as modified by the revaluation of available-for-sale financial assets and financial assets 
held at fair value through profit or loss. The financial statements have been prepared on a going concern basis.  
 
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting 
estimates. It also requires management to exercise its judgement in the process of applying the Fund’s policies. The 
areas involving a higher degree of judgement or complexity, or areas where judgements and estimates are significant to 
the financial statements, are disclosed in “Critical accounting estimates and judgements”. 

 
New and amended standards adopted by the Fund 
 
The following standards, amendments to published standards and interpretations relevant to the Fund were adopted by 
the Fund in the current year: 
 
IFRS 9, ‘Financial instruments: Classification and measurement’, was issued in November 2009 with mandatory 
application from 1 January 2013 with early adoption permitted. The Fund decided to early adopt IFRS 9, as well as the 
related amendments to other IFRSs, because the new accounting standard better reflects the Fund’s business model for 
managing such assets. The Fund chose 1 January 2010 as the date of initial application of IFRS 9. In accordance with 
the transition provisions of the standard, comparative figures have not been restated. 
 
IFRS 9 replaces the parts of IAS 39 that relate to the classification and measurement of financial assets.  It requires 
financial assets to be classified, at the point of initial recognition, into two measurement categories: those measured at 
fair value and those measured at amortised cost.  The classification depends on both the entity’s business model for 
managing the assets and their contractual cash flow characteristics.   
 
The main effects resulting from an assessment of the financial assets held by the Fund at the date of initial application 
of IFRS 9 are further detailed in the section “Classification of financial assets at the date of initial application of IFRS 
9” on page 8. 
 
The adoption of this standard has not had an impact on the carrying amounts of any of the financial assets held by the 
Fund. 
 
A number of existing standards were revised by the IASB in April 2009 as part of the IFRS improvements project. The 
following amendments are relevant to the Fund, but they do not have a significant impact on the Fund’s financial 
statements: 

- IAS 1, Presentation of Financial Statements (effective for accounting periods beginning on or after 1 January 
2010) 

- IAS 7, Statement of Cash Flows (effective for accounting periods beginning on or after 1 January 2010)  
- IAS 39, Financial Instruments: Recognition and Measurement (effective for accounting periods beginning on or 

after 1 January 2010)  
 
Standards, amendments to published standards and interpretations that are not yet effective and have not been adopted 
early by the Fund  
 
The following standards, amendments to published standards and interpretations are mandatory for the Fund’s 
accounting periods beginning on or after 1 January 2011 or later periods, and the Fund has not adopted them early: 
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The Russia Small Business Investment Special Fund 
 
Accounting policies (continued) 
 

Pronouncement Nature of change IASB effective date 
IFRS 7 
(Amendme
Financial 
Instruments: 
Disclosures – 
Transfers of 
Financial Assets 

nt) 
sclosure of information that 

fter 
The standard requires di
will assist in understanding the relationship between 
transferred financial assets that are not derecognised in 
their entirety and the associated liabilities; as well as, 
information that will assist in the evaluation of the 
nature of, and risks associated with the entity’s 
continuing involvement in derecognised financial 
assets. The Fund’s initial interpretation is that it will 
not have a significant impact on its financial 
statements. 
 

Accounting periods 
beginning on or a
1 July 2011 

IFRS 9 (Reissued): 
Financial 
Instruments  

red at fair value 

ting periods 
ng on or after 

 January 2013 

The reissued standard maintains the two measurement 
classifications of amortised cost and fair value through 
profit or loss for financial liabilities. The standard also 
clarifies that the changes in fair value due to own credit 
risk for financial liabilities measu

Accoun
beginni
1

through profit or loss, are to be presented in other 
comprehensive income. The Fund’s initial 
interpretation is that it will not have a significant 
impact on its financial statements. 
 

IAS 24 (Revised): 
Related Party 
Disclosures 

nning on or after 
ary 2011 

The standard simplifies the definition of related party 
and provides partial exemption from the disclosure 
requirements for government-related entities. The 
Fund’s initial interpretation is that it will not have a 
significant impact on its financial statements. 
 

begi
1 Janu

Accounting periods 

 
A number of existing sta e IFRS improvements project. The 
following amendments a cant impact on the Fund’s financial 
statements: 

 
ncial or after 1 January 

o r 1 January 

 
B. Significant accounting p

 
Financial assets – Class

F
A  in
b in
dates
cons  for the time value of money and the credit risk associated with the principal amount outstanding.  

 are measured initially at fair value plus transaction costs that are directly attributable 
uently measured at amortised cost using the effective interest 

at amortised cost are recognised at settlement date. 

ndards were revised by the IASB in May 2010 as part of th
re relevant to the Fund, but they do not have a signifi

- IFRS 7, Fina
2011) 

- IAS 1, Presentati
2011) 

Instruments: Disclosures (effective for accounting perio

n of Financial Statements (effective for accounting perio

olicies 

cation from 1 January 2010 

ds beginning on 

ds beginning on or afte

ifi
 
From 1 January 2010, the Fund classifies its financial assets in the following categories: those measured at amortised 
cost and those measured at fair value. This classification depends on both the contractual characteristics of the assets 
and the business model adopted for their management. 

 
inancial assets at amortised cost 
n vestment is classified as ‘amortised cost’ only if both of the following criteria are met: the objective of the Fund’s 
us ess model is to hold the asset to collect the contractual cash flow; and the contractual terms give rise on specified 

 to cash flows that are solely payments of principal and interest on the principal outstanding, interest being 
ideration

 
nvestments meeting these criteriaI

to the acquisition of the financial assets. They are subseq
ethod less any impairment. The Fund’s financial assets m

 
Financial assets at fair value 
If either of the two criteria above is not met, the debt instrument is classified as ‘fair value through profit or loss’. 
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Ac

und 

oss upon 
28 “Venture capital” exemption, as the Fund considers these to be venture capital 

value 
s that 

are unlisted is determined using valuation techniques appropriate to the market and industry of each investment. The 
primary valuation technique used is based on a multiple of net asset value. 
 
Financial assets at fair value through profit or loss are recognised on trade date – the date on which the Fund commits to 
purchase the asset. Financial assets are derecognised when the rights to receive cash flows have expired or have been 
transferred and the Fund has transferred substantially all risks and rewards of ownership. 
 
Financial liabilities 
 
Other financial liabilities are measured at amortised cost. 
 
Contributors’ resources 
 
Multi-contributor Special Funds recognise contributions received from contributors as equity on the basis that the 
residual assets of the Special Fund will only be distributed to the contributors upon the winding up of the Special Fund.  
 
Restatement of contributors’ resources 
 
Contributors’ resources were previously classified as liabilities. In light of the above accounting policy on contributors’ 
resources, this was reassessed in the current year and accordingly contributors’ resources have been restated as equity in 
2009. The effect on the statement of financial position in 2009 is to decrease liabilities by €50,202,000. There is no 
impact on the statement of comprehensive income. 
 
Impairment of financial assets 
 
Financial assets at amortised cost 
Where there is objective evidence that an identified loan asset is impaired, specific provisions for impairment are 
recognised in the income statement.  Impairment is quantified as the difference between the carrying amount of the 
asset and the net present value of expected future cash flows discounted at the asset’s original effective interest rate 
where applicable.  The carrying amount of the asset is reduced through the use of an allowance account and the amount 
of the loss is recognised in the income statement.  The carrying amount of the asset is reduced directly only upon write 
off.  Resulting adjustments include the unwinding of the discount in the income statement over the life of the asset, and 
any adjustments required in respect of a reassessment of the initial impairment. 
 
The criteria that the Fund uses to determine that there is objective evidence of an impairment loss include: 
• delinquency in contractual payments of principal or interest; 
• cashflow difficulties experienced by the borrower; 
• breach of loan covenants or conditions; 
• initiation of bankruptcy proceedings; 
• deterioration in the borrowers competitive position; and 
• deterioration in the value of collateral. 

 
Provisions for impairment of classes of similar assets that are not individually identified as impaired are calculated on a 
portfolio basis.  The methodology used for assessing such impairment is based on a risk-rated approach for non-
sovereign assets.  The Fund calculates impairment on an incurred loss basis.  Impairment is deducted from the asset 
categories on the statement of financial position. 

 

counting policies (continued) 
 

he Fund’s share investments, i.e. equity investments, are measured at fair value through profit or loss. The FT
classifies an investment to be an ‘equity instrument’ if it meets the definition thereof contained in IAS 32 Financial 
Instruments: Presentation. 
 

he Fund designates associate share investments and high-risk equity funds at fair value through profit or lT
initial recognition using the IAS 
investments. Such assets are carried at fair value on the statement of financial position with changes in fair 
included in the income statement in the period in which they occur. The basis of fair value for share investment



 6

 written off against the related impairment provision.  Such loans are written off only after 

e at short notice and which are subject to 

 

cy of the Fund is US dollars as this reflects the transactions, events and conditions under which 
 business. For management purposes the unit of measurement for the presentation of the financial 

ransactions in currencies other than USD are translated into USD at exchange rates 
saction. Monetary assets, liabilities and commitments net of disbursements made, 

ement. 

iabilities during the year are taken to the income statement.  

 

 

lel lending exists.  The fair value of the 
uarantee is initially recognised as nil. Any subsequent provisioning is determined under IAS 37 Provisions, Contingent 

 that the 
 included in “Provisions for impairment of guaranteed 

ra

interest method. Interest is recognised on impaired loans 
ro culations applied to expected future cash flows.  Dividends 

sed in accordance with IAS 18 Revenue (unless there is a return on 

e is recognised as income on expiry. 
 

The Russia Small Business Investment Special Fund 
 
Accounting policies (continued) 

 
Impairment, less any amounts reversed during the year, is charged to the income statement under the caption 
“Provisions for impairment of loan investment and guarantees”, as summarised in note 10.  When a loan is deemed 
uncollectible the principal is
all necessary procedures have been completed and the amount of the loss has been determined.  Subsequent recoveries 
are credited to the income statement if previously written off. 
 
Cash and cash equivalents 
 
For the purposes of the statement of cash flows, cash and cash equivalents comprise balances with less than three 
months maturity from the date of acquisition, which are available for us
insignificant risk of changes in value. 

Foreign currencies 
 
The functional curren
he Fund conducts itst

statements of the Fund is the euro (€). 
 
For functional currency reporting, t
uling at the time of the tranr

denominated in currencies other than USD are translated into USD at spot rates as at 31 December 2010. Revenue and 
expense items in currencies other than USD are translated into USD at the exchange rate on the date on which they 

ccurred. Exchange gains or losses arising from the translation of assets and liabilities in currencies other than USD o
during the year are taken to the income stat
 
For financial statement reporting, assets and liabilities are translated from the functional currency to euro at spot rates at 
31 December 2010. Income and expenses are translated from the functional currency to euro using exchange rates 
ruling at the time of the transaction. Exchange gains and losses arising from the translation of US dollar assets, 
liabilities and transactions during the year are taken to reserves. Exchange gains and losses arising from the translation 

f non-functional currency denominated assets and lo
 
Contributions 

Contributions received in currencies other than euro are translated into euro at the exchange rates ruling at the time of 
the transaction. 

Financial guarantees 
 
The Fund resources are used to guarantee the principal losses of the Bank’s investments in which the Fund makes a 
parallel investment. The Fund receives no benefit for being a party to these guarantees, i.e. no fees are received and 
there are no preferential lending arrangements on behalf of the Fund where paral
g
Liabilities and Contingent Assets when it is both probable that the guarantee will require to be settled and
settlement amount can be reliably estimated.  Such provisions are

on. pa llel investments” on the statement of financial positi
 
Interest, dividends and fees 
 
Interest is recorded on an accruals basis using the effective 

present value calth ugh unwinding the discount used in the 
relating to share investments are recogni
investment). 
 
Commitment fees are deferred in accordance with IAS 18. These are then recognised in interest income using the 
effective interest method over the period from disbursement to repayment of the related loan. If the commitment 
expires without the loan being drawn down, the fe
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lassification prior to 1 January 2010 

 
 foreign currencies, are recognised in reserves, as disclosed in the “Statement of comprehensive 
e financial asset is sold or impaired.  At this time the cumulative gain or loss previously recognised in 

ir value for unlisted available-for-sale share investments is determined using valuation techniques 
et and industry of each investment.  The primary valuation technique used is net asset value.  

 

C. 

 in conformity with IFRS requires the Fund to make estimates and judgements that affect 

s. 

 

The Russia Small Business Investment Special Fund 
 
Accounting policies (continued) 

 
Taxation 
 
In accordance with Article 53 of the Agreement Establishing the Bank dated 29 May 1990, within the scope of its 
official activities, the Bank, its assets, property and income are exempt from all direct taxes and all taxes and duties 
levied upon goods and services acquired or imported.  
 
Comparatives 
 
The Fund opted to apply IFRS 9 from 1 January 2010, as well as the related amendments to other IFRSs, because the 
new accounting standard better reflects the Fund’s business model for managing such assets. In accordance with the 
transition provisions of the standard, comparative figures have not been restated. 
 
Financial assets – C
 
The Fund classifies its financial assets in the following categories; loans and receivables; and available-for-sale 
financial assets. Management determines the classification of its financial assets upon initial recognition. 
 

oans and receivables L
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. 
 
Loans and receivables originated by the Fund are recognised at settlement date and measured at amortised cost using 
the effective interest method less any provision for impairment or uncollectability. 
 

vailable-for-sale A
Available-for-sale investments are those intended to be held for an indefinite period of time, which may be sold in 
response to needs for liquidity or changes in interest rates, exchange rates or equity prices.  Purchases and sales of 
available-for-sale assets are recognised on trade date, the date on which the Fund commits to purchase or sell the asset. 
 
The Fund has classified non-associate share investments as available-for-sale.  Such assets are carried at fair value on 
he statement of financial position.  Changes in fair value, including translation differences arising on assetst

denominated in
income”, until th
reserves is removed and included in the income statement. 
 
The basis of fa
appropriate to the mark
 
Impairment of available-for-sale share investments (applicable to 31 December 2009) 
Share investments are impaired when there is objective evidence that the future recoverability of the Fund’s original 
investment is in doubt.  A significant or prolonged decline in the fair value of a share investment below its cost 
represents objective evidence of impairment.  The Fund also evaluates factors such as country, industry and sector 
performance, changes in technology and operational and financial performance.  Impairment losses recognised in 
operating income for available-for-sale share investments are not reversed through the income statement. 
 

ritical accounting estimates and judgements C
 

reparing financial statementsP
the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts included in 
the income statement during the reporting period. Estimates and judgements are continually evaluated and are based on 
historical experience and other factors, including expectations of future events that are believed to be reasonable under 
the circumstances. 
 
These estimates are highly dependent on a number of variables which reflect the economic environment and financial 
markets of the Fund’s country of operations but which are not directly correlated to market risks such as interest rate 
and foreign exchange risk.  The resultant volatility, combined with a lack of comparable information in relation to the 

und's portfolio, limits the Fund's ability to apply traditional sensitivity analysis methodF
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ounting estimates and judgements in respect of the Fund are as follows: 

ent portfolio is provided in note 11 beginning on page 20.  A 
nsitivity analysis of the potential impact on the Fund’s operating income and reserves from a reasonable movement in 

 the share investment portfolio is included under market risk in the “Risk management” section on page 
5. 

ts is described in the “Impairment of 
nancial assets” accounting policy on page 5 and further explained under credit risk in the “Risk management” section 

he sensitivity of portfolio provisions to uniform risk rating downgrades, upgrades and a change in loss given default 
 below:  

 If all loan investments were downgraded by one category on the Bank’s probability of default rating, the portfolio 

ed resulting in a charge to specific 
provisions for identified impairment of €2,968,000.  

all loan investments were upgraded by one category on the Bank’s probability of default rating, the 

robability of default rates 

se in the availability and relevance of internal data. Had the 
25 per cent weighting of the Bank’s default experience remained effective in 2010, the portfolio provisions for the 

he 
unidentified impairment of loan investments would have been €402,000 lower at €946,000. 

ating provisions for the impairment of loan investments are reviewed 
gularly to reduce any differences between loss estimates and actual experience.  

 
D. 
 

rtised cost or fair value through profit or loss. This reclassification resulted in the reallocation of 
ome assets on the statement of financial position.  

t. 

The Russia Small Business Investment Special Fund 
 
Accounting policies (continued) 

 
Critical acc
 
Fair value of share investments 
The Fund’s method for determining the fair value of share investments is described in the “Financial assets” accounting 
policy on page 4 and an analysis of the share investm
se
the fair value of
1
 
Provisions for the impairment of loan investments 
The Fund’s method for determining the level of impairment of loan investmen
fi
on page 10. 
 
Portfolio provisions for the unidentified impairment of loan investments at 31 December 2010 were €1,348,000.   
 
T
assumptions is provided
 
Risk ratings 
•

provisions would have been approximately €2,408,000 resulting in a charge to the income statement of €1,060,000. 
In addition, loan investments risk rated 7 would become individually impair

• Conversely, if 
portfolio provisions would have been approximately €563,000 resulting in a credit to the income statement of 
€785,000. 

 
P
• In determining the probabilities of default for each risk rating, the relative weighting applied to external data and 

the Bank’s own experience is reviewed annually. The 2010 general provisioning methodology applies a 50 per cent 
weighting to the Bank’s own experience and a 50 per cent weighting to external data. This constitutes a change 
from the previous year’s methodology whereby a 25 per cent weighting was applied to the Bank’s own experience 
(75 per cent external default data), reflecting an increa

unidentified impairment of loan investments would have been €402,000 higher at €1,750,000. If the weighting of 
the Bank’s default experience was increased from 50 per cent to 75 per cent, the portfolio provision for t

 
Loss given default rates 
• An increase in loss given default rates by 10 per cent would lead to a corresponding increase in portfolio provisions 

for unidentified impairment of non-sovereign loans by €198,000, to a total of €1,546,000.   
• A 10 per cent decrease in loss given default rates would lead to a symmetrical decrease in portfolio provisions by 

€198,000, reducing provisions for unidentified impairment in non-sovereign loans to €1,150,00. 
 
The methodology and judgements used for estim
re

Classification of financial assets at the date of initial application of IFRS 9 

Upon adoption of IFRS 9 on 1 January 2010, the Fund’s financial assets have been reclassified from their IAS 39 
categories into amo
s
 
Placements with credit institutions, other financial assets and loan investments 
Placements with credit institutions, other financial assets and loan investments that were previously classified as  loans 
and receivables are now classified as amortised cost.  There was no change in measuremen
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hare investments that were previously measured at fair value and classified as available-for-sale are now measured at 
.  This is primarily to avoid disclosing the fair value of each investment (which is 

 

The Russia Small Business Investment Special Fund 
 
Accounting policies (continued) 

Share investments  
S
fair value through profit or loss
confidential and price-sensitive) separately in the financial statements, which the Fund is required to do if the share 
investments are measured at fair value through other comprehensive income. As a result, fair value gains of €2.3 
million were reclassified within the Fund’s equity from the general reserve to accumulated loss at 1 January 2010. In 
2010, net fair value gains of €1.1 million related to these investments were recognised in the income statement. 
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 lished to assist the development of small businesses in the private sector in the Russian Federation.  

 
 n rather 

than to generate a return on its assets, most financial risks are not actively managed by the Fund. As the Fund 
participates in investments jointly with the Bank, credit risk is jointly managed; however the Fund does not hedge 
against market risk and is hence exposed to interest rate, foreign exchange and equity price risk. 
 

A. Credit risk 
 
 Credit risk is the potential loss to a portfolio that could result from the default of a counterparty or the deterioration of 

its creditworthiness. The Fund is also exposed to concentration risk, which is the risk arising from a significant 
proportion of the portfolio being allocated to a specific country, industry sector, obligor, and type of instrument or 
individual transaction. 

 
 The Fund is exposed to credit risk because borrowers and counterparties could default on their contractual obligations, 

or the value of the Fund's investments could be impaired. 
 
 Maximum exposure to credit risk before collateral held, other credit enhancements or impairments 

 
2010 2009  

€ 000 € 000  

Placements with credit institutions 33,930                28,618                
Other financial assets 234                     260                     
Loan investments 23,052                25,801                
Undrawn commitments and guarantees 69,780                52,998                
At 31 December                126,996                107,677 

The Russia Small Business Investment Special Fund 
 
Risk management 
 

The Fund was estab
To achieve this, the resources of the Fund may be used to: 
 participate alongside the Bank in providing loans to small businesses;  
 participate alongside the Bank in equity investments; and 
 provide guarantees on a first loss basis on the Bank’s parallel loans and investments. 

As the primary purpose of the Fund is to assist the development of small businesses in the Russian Federatio

 
 
 The above table represents the worst case scenario of credit risk exposure to the Fund at 31 December 2010 and 2009, 

without taking account of any collateral held, other credit enhancements or provisions for impairment. For assets, the 
exposures set out above are based on carrying amounts as reported in the statement of financial position. 

 
 Credit risk management and measurement 
 
 The Bank conducts regular reviews of individual exposures within the Fund’s portfolio. Generally, projects are 

formally reviewed by Risk Management once or twice a year depending on risk, or more frequently for those that are 
perceived to be more vulnerable to possible default. Regular reviews continue after project completion for non-
sovereign exposures. Each review includes a consideration of the project risk rating and, for equity investments, fair 
value. For underperforming projects, the review examines the level of impairment and corresponding specific 
provisions. Control of disbursement is managed by the Operation Administration Unit (OAU) within the Office of the 
General Counsel, which is responsible for checking compliance with project conditionality prior to disbursement. OAU 
also checks that correct procedures are followed in line with the Bank’s approved policy. The management of 
investments considered to be in jeopardy may be transferred from the Banking teams to the Corporate Recovery Unit, 
which reports jointly to Risk Management and Banking, in order to manage the restructuring work-out process. 

 
All projects and countries of operations are assigned credit risk ratings on an internal scale from 1 (lowest risk) to 10 
(highest risk). The Fund maintains three types of risk ratings: project, country and overall. The project rating is 
determined on the basis of the financial strength of the risk counterparty and the risk mitigation built into the project 
structure. The country rating is assessed internally, taking into consideration the ratings assessed by external rating 
agencies. For non-sovereign operations, the overall rating is the numerically higher of the project and country rating.  
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continued) 
 

s the project rating. For the performing portfolio, portfolio 
 approximate incurred losses calculated on 

 rience, and project, sector and country risks. Projects are 
i risk ratings, and any actions 

required to mitigate increased risk. 

 

sessment of exposures 
nder a more granular 

than in previous years.  The combined or aggregated impact of these parameters forms the basis for the 
 risk ratings.  In line with current reporting to management and consistent with previous years, this risk 

 

 
Risk management (

 The exception to this is where the Fund has recourse to unconditional sponsor support from outside the country of 
operations, in which case the overall rating is the same a
provisions are based on the Bank’s Risk Capital Model. This is designed to
the basis of objective evidence of impairment, the Bank’s expe
rev ewed on a regular basis to identify promptly any changes required in the assigned 

 
The portfolio provisioning methodology was revised during the year to better reflect the actual loss experience of the 
Bank.  The general portfolio provisions are assessed on a granular basis based on assumption values assigned to 
probabilities of default and loss given default parameters for each exposure, including separate as

uaranteed by third parties.  The general portfolio provisions are therefore computed ug
methodology 
Bank’s facility
note discloses these aggregated facility risk ratings. 

 
The table below shows the Bank’s internal risk rating scale and how this maps to the external ratings of Standard & 
Poor’s (S&P). 
  

EBRD internal rating 
scale 

External rating equivalent – 
S&P 

EBRD category 

1 AAA Excellent 
2 AA+, AA, AA- Strong 
3 A+, A, A- Very good 
4 BBB+, BBB, BBB- Good 
5 BB+, BB, BB- Satisfactory 
6 B+, B Acceptable 

6W B- Watch 
7 CCC Special attention 
8 CC Substandard 
9 C Doubtful 

10 D Expected loss 
 

ber 2010 the 
Fund’s euro and US dollar account were risk rated 3, and the Russian rouble account was risk rated 5. 

ment 
impaired impairment provisions loans provisions * 

Total 23,052         (1,348) 21,704              100.0           5.8                  

Placements with credit institutions 
Placements with credit institutions are generally risk rated between 1 and 3 (approximately AAA to A- in terms of S&P 
equivalents), with the exception of counterparties approved for local currency activities.  At 31 Decem

 
Other financial assets 
Other financial assets represent interest income receivable from the Fund’s placements with credit institutions and 
loans. 
 
Loan investments 
Set out below is an analysis of the Fund’s loan investments and the associated impairment provisions for each of the 
Bank’s internal risk rating categories.  
 

Portfolio 
provisions 

Neither past for Total net of 
due nor unidentified impairment Total Impair

€ 000  € 000  € 000  % % 
31 December 2010
Rating 6: acceptable 2,245           (49) 2,196                9.8               2.2                  
Rating 6W: watch 19,098         (1,082) 18,016              82.8             5.7                  
Rating 7: special attention 1,709           (217) 1,492                7.4               12.7                
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€ 000  € 000  € 000  € 000  € 000  % % 
31 December 2009

Portfolio Specific 
provisions provisions 

Neither past for for Total net of 
due nor unidentified identified impairment Total Impairment 

impaired Impaired Total impairment impairment provisions  'loans provisions * 
€ 000  

Rating 6: acceptable 1,618           -                  1,618           (35) -                     1,583                6.3               2.2                  
Rating 6W: watch 14,381         -                  14,381         (604) -                     13,777              55.7             4.2                  
Rating 7: special attention 8,743           -                  8,743           (1,055) -                     7,688                33.9             12.1                
Rating 10: expected loss -                  1,059          1,059           -                     (1,059) -                        4.1               100.0              
Total 24,742         1,059          25,801         (1,694) (1,059) 23,048              100.0           10.7                
* as a percentage of loan balance  
 
There were no renegotiated loans during the year that would otherwise be classified as past due or impaired (2009: nil). 

n accordance with Section 5.04 (i) of the Fund’s Rules and Regulations, the Fund will bear losses arising on the Fund’s 
inv vestme m aggreg $ 75.0 million.  Thereafter 
losses will e equally by the Fund and th k. 
 

 At 31 Decem  2010, the Bank had out oans and share invest ounting to €100.9 million, for 
which in the t of a future default, loss y the Bank may be r art from the resources of the 
Fund (2009: 8.8 million).  At 31  Fund’s maximum der such guarantees was 
€58.6 million 009: €53.5 million), of 3.3 million) is d rovisions for impairment of 
guaranteed pa lel investments” on the st al position (note 1 inder is disclosed in undrawn 
commitments as guarantees. 
 
The Fund doe ot actively manage credit risk guarantee exposure. 
 

 Undrawn com ents and guarantees 
2009 

€ 000 € 000 

52,998            

 
Guarantees 
I

estments and parallel in
be born

nts by the Bank up to a maximu
e Ban

ate amount of US

ber standing parallel l ments am
even es incurred b efunded in p

 re un€8  December 2010, the exposu
 (2 which nil (2009: €

atem inanci
isclosed as “P

ral ent of f 0). The rema

s n  o  n its

mitm
2010 

Loans 11,225            2,796              
Guarantees 58,555            50,202            
At 31 December 69,780             

 

Guaranteees Loans Guarantees Loans 

2010 2010 2009 2009 

11,107            1,044              5,378              463                 
 6W: watch 39,443            10,181            36,065            1,043              

Set out below is an analysis of the Fund’s undrawn commitments and guarantees for each of the Bank’s relevant 
internal risk rating categories.  

€ 000 € 000 € 000 € 000 

Rating 6: acceptable
Rating
Rating 7: special attention 8,005              -                      8,759              1,290              
At 31 December 58,555            11,225            50,202            2,796               

Concentration of credit risk exposure 
 
The Fund is exposed to credit risk on its investments in one geographic region, the Russian Federation, and in a sing
industry sector, finance. 

B. Market risk 
 

 

le 

 

arket risk is the potential loss that could result from adverse market movements. The drivers of market risk for the 
und are interest rate, foreign exchange and equity price risk.  

 

M
F
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nst 

 

 
ed 

ual 
re 

and including and including and including and including bearing 

l 

0 

33,930         -                     -                     -                     -                     33,930           
4
2

)

s
-   -                     -                     (7) (7)
-   -                     -                     (58,555) (58,555)

-                     -                     -                     -                     (58,562) (58,562)
-       

Market risk management and measurement 
 
As discussed at the beginning of the risk management section, the Fund does not actively monitor or hedge agai
market risk. 

Interest rate risk 
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.
The length of time for which the rate of interest is fixed on a financial instrument indicates to what extent it is expos
to interest rate risk. 
 
The table below provides information on the extent of the Fund’s interest rate exposure, based either on the contract
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest befo
maturity, the next repricing date.  
 

Over 1 month Over 3 months Over 1 year 

Up to and up to and up to and up to Non-interest- 

Repricing interval 1 month 3 months 1 year 5 years funds Tota

at 31 December 2010 € 000 € 000 € 000 € 000 € 000 € 00

Assets
Placements with credit institutions   
Other financial assets -                     -                     -                     -                     234                23                
Loans 5,262             15,881           1,164             745                -                     23,05           
Provisions for impairment -                     -                     -                     -                     (1,348) (1,348
Share investments -                     -                     -                     -                     2,694             2,694             
Total assets 39,192           15,881           1,164             745                1,580             58,562           

Liabilities and contributors' resource
Other financial liabilities -                                       

otal contributors' resources -                                       T
Total liabilities and contributors' resources
Interest sensitivity gap at 31 December 2010 39,192           15,881           1,164             745                (56,982)                

Total 

at 31 December 2009 € 000 € 000 € 000 € 000 € 000 € 000 

28,618           -                     -                     -                     -                     28,618           
260     

25,801
2,753)
1,615

53,541

(6)
Provisions for impairment of guaranteed

-                     -                     -                     -                     (3,333) (3,333)
otal contributors' resources -                     -                     -                     -                     (50,202) (50,202)

1)
r 2009 35,599           15,775           1,986             -                     (53,360) -                     

 
Over 1 month Over 3 months Over 1 year 

Up to and up to and up to and up to Non-interest- 

Restated and including and including and including and including bearing 

Repricing interval 1 month 3 months 1 year 5 years funds 

Assets
Placements with credit institutions
Other financial assets -                     -                     -                     -                     260                           
Loans 6,981             15,775           1,986             -                     1,059                        
Provisions for impairment -                     -                     -                     -                     (2,753) (
Share investments -                     -                     -                     -                     1,615                          
Total assets 35,599           15,775           1,986             -                     181                           

Liabilities and contributors' resources
Other financial liabilities -                     -                     -                     -                     (6)

  parallel investments
T
Total liabilities and contributors' resources -                     -                     -                     -                     (53,541) (53,54
Interest sensitivity gap at 31 Decembe  
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 rate by major currencies for monetary financial instruments: 

Euro roubles dollars Euro roubles dollars

2010 2010 2010 2009 2009 2009

- 7.70 3.58 - 10.80 3.01

The table below summaries the effective interest
 

Russian United States Russian United States

% % % % % %

Assets
Placements with credit institutions 0.33 -                     0.21 0.61 -                     0.18
Loans  
 
Foreign exchange risk 
The table below provides information on the extent of the Fund’s foreign exchange risk exposure. 
 

Russian United States 
Euro roubles dollars Total 

Net currency position at 31 December 2010 € 000 € 000 € 000 € 000 

Assets
Placements with credit institutions 44                   8,292              25,594            33,930            
Other financial assets -                     112                 122                 234                 
Loans -                     12,602            10,450            23,052            
Provisions for impairment -                     (864) (484) (1,348)
Share investments - 2,694              -                     2,694              
Total assets 44                   22,836            35,682            58,562            

Liabilities and contributors' resources
Other financial liabilities (7) -                     -                     (7)
Provisions for impairment of guaranteed parallel investments -                     -                     -                     -                     
Total contributors’ resources - -                     (58,555) (58,555)
Total liabilities and contributors' resources (7) -                     (58,555) (58,562)
Net currency position at 31 December 2010 37                   22,836            (22,873) -                      

 
Russian United States 

Restated Euro roubles dollars Total 

Net currency position at 31 December 2009 € 000 € 000 € 000 € 000 

Assets
Placements with credit institutions 50                   1,687              26,881            28,618            
Other financial assets -                     101                 159                 260                 
Loans -                     11,184            14,617            25,801            
Provisions for impairment -                     (1,100) (1,653) (2,753)
Share investments - 1,615              -                     1,615              
Total assets 50                   13,487            40,004            53,541            

Liabilities and contributors' resources
Other financial liabilities (6) -                     -                     (6)
Provisions for impairment of guaranteed parallel investments -                     -                     (3,333) (3,333)
Total contributors’ resources - -                     (50,202) (50,202)
Total liabilities and contributors' resources (6) -                     (53,535) (53,541)
Net currency position at 31 December 2009 44                   13,487            (13,531) -                      
 
The Fund uses the euro as the unit of measurement for the presentation of its financial statements however it also holds 
resources denominated in United States dollars (USD) and Russian roubles (RUB). The exchange rate used for the 
conversion of assets and liabilities denominated in USD and RUB into euro at 31 December 2010 was 1.3415 and 
40.9453 respectively (2009: 1.4419 and 43.7054). 
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 terms of equity price risk, the Fund expects the effect on net profit will bear a linear relationship to the movement in 

 

 in EUR:USD exchange rate from a EUR:USD spot rate of 1.3415 (2009: +/-11 per cent). 
/-8 per cent). 

 
al 

 

Equity price risk 
In
equity indices. 
 
Sensitivity analysis 
Based on historic data the following movements are considered reasonably possible over a 12 month period: 
• Proportional other price risk movement of equity securities estimated from the movements of the RTS Index of 63

per cent (2009: 75 per cent). 
• Foreign exchange rate movement of: 

- +/-11 per cent
- +/-7 per cent against the Russian rouble, from a EUR:RUB spot rate of 40.9453 (2009: +

• A parallel shift of: 
- +/-54 basis points (bp) (2009: +/-345bp) in euro interest rates from a year end rate of 0.9 per cent. 
- +/-32bp (2009: +/-214bp) in USD interest rates from a year end rate of 0.3 per cent. 
- +/-934bp (2009: +/-966bp) in RUB interest rates from a year end rate of 4.1 per cent. 

If these movements were to occur, the impact on the profit and loss, and reserves for each category of financi
instrument held at the reporting date is shown below. 

Sensitivity analysis
at 31 December 2010  EUR IR +54 bp  EUR IR -54 bp Foreign exchange rate risk Foreign exchange rate risk

 USD IR +32 bp  USD IR -32 bp  USD +11 per cent  USD -11 per cent  USD +11 per cent  USD -11 per cent 
 RUB IR +934 bp  RUB IR -934 bp  RUB +7 per cent  RUB -7 per cent  RUB +7 per cent  RUB -7 per cent  +63 per cent -

 Carrying 
amount 

 Impact on 
Profit or loss 

Impact on 
Profit or loss 

Impact on 
Profit or loss 

Impact on 
Profit or loss 

Impact on 
reserves 

 Impact on 
reserves 

Impact on 
Profit or loss Prof

€ 000 € 000 € 000 € 000 € 000 € 000 € 000 € 000

Financial assets
Placements with credit institutions 33,930         -                        -                        542                   (542)                  2,536                (2,536)               -                                    
Other financial assets 234              -                        -                        7                       (7)                      12                     (12)                    -                                    
Loans 23,052         1,210                (1,210)               824                   (824)                  1,036                (1,036)               -                                    
Provisions for impairment (1,348)         -                        -                        (57)                    57                     (48)                    48                     -                                    
Share investments 2,694           -                        -                        176                   (176)                  -                        -                        1,697                            
Impact on financial assets 1,210                (1,210)               1,492                (1,492)               3,536                (3,536)               1,697                            

Financial liabilities and contributors' resources
Other financial liabilities (7)                -                        -                        -                        -                        -                        -                        -                                    

63 per cent 

Impact on 
it or loss 

€ 000

-            
-            
-            
-            

(1,697)   
(1,697)   

-        
Provisions for impairment of guaranteed

-    
-    
-    
7)

Equity price risk

Interest rate risk (IR)

    

parallel investments -                  -                        -                        -                        -                        -                        -                        -                                            
Total contributors' resources (58,555)       -                        -                        -                        -                        (5,803)               5,803                -                                            
Impact on financial liabilities and contributors' resouces -                        -                        -                        -                        (5,803)               5,803                -                                            
Total impact 1,210                (1,210)               1,492                (1,492)               (2,267)               2,267                1,697                (1,69                
 
Restated
Sensitivity analysis
at 31 December 2009  EUR IR +345 bp  EUR IR -345 bp Foreign exchange rate risk Foreign exchange rate risk

 USD IR +214 bp  USD IR -214 bp  USD +11 per cent  USD -11 per cent  USD +11 per cent  USD -11 per cent 
 RUB IR +966 bp  RUB IR -966 bp  RUB +8 per cent  RUB -8 per cent  RUB +8 per cent  RUB -8 per cent  +75 per cent -75 per c

 Carrying 
amount 

 Impact on 
Profit or loss 

Impact on 
Profit or loss 

Impact on 
Profit or loss 

Impact on 
Profit or loss Im

ent 

pact on reserves  Impact on reserves 

 Impact on other
movements 
in reserves 

 Impact on o
movem
in reser

€ 000 € 000 € 000 € 000 € 000 € 000 € 000 € 000

Financial assets
Placements with credit institutions 28,618         577                   (577)                  125                   (125)                  2,664                (2,664)               -                                            
Other financial assets 260              -                        -                        7                       (7)                      16                     (16)                    -                                            
Loans 25,801         1,393                (1,393)               828                   (828)                  1,449                (1,449)               -                                            
Provisions for impairment (2,753)         -                        -                        (81)                    81                     (164)                  164                   -                                            
Share investments 1,615           -                        -                        -                        -                        120                   (120)                  1,211                (1,21               
Impact on financial assets 1,970                (1,970)               879                   (879)                  4,085                (4,085)               1,211                (1,21               

Financial liabilities and contributors' resources
Other financial liabilities (6)                -                        -                        -                        -                        -                        -                        -                                            
Provisions for impairment of guaranteed

parallel investments (3,333)         -                        -                        -                        -                        (330)                  330                   -                        

ther
ents 
ves 

€ 000

-    
-    
-    
-    
1)
1)

-    

                    
otal contributors' resources (50,202)       -                        -                        -                        -                        (4,975)               4,975                -                                            
pact on financial liabilities and contributors' resouces -                        -                        -                        -                        (5,305)               5,305                -                        -                    

Interest rate risk (IR)

Equity price risk

-    
-    

    
T
Im
Total impact 1,970                (1,970)               879                   (879)                  (1,220)               1,220                1,211                (1,211)                
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C. 
 

s the risk that an entity will encounter difficulty in meeting obligations associated with financial 
abilities that are settled by delivering cash or another financial asset. 

Cash erm operations of the Fund are held with credit institutions and are immediately 
onth placement and is based on forecast cash requirements. 

 
The ta on the 

a he reporting date to the contractual maturity date.  It is presented under the most prudent 
consid t wn.  
 
Those liab ty undefined category.  
Contributor o the Contributor only 

igures in the table represent undiscounted cash flows.  Current 
assets and liabilities are defined as those with a contractual maturity date of less than 1 year. 

parallel investments -                   -                    -                       - -                  -                  -                   

Risk management (continued) 

Liquidity risk 

Liquidity risk i
li
 
Liquidity risk management process 
 

 required to meet the short t
available. Surplus cash may be held on 1 m

ble below provides an analysis of assets and liabilities in their relevant maturity groupings based 
rem ining period from t

era ion of maturity dates.  Therefore, in the case of liabilities the earliest possible repayment date is sho

ilities that do not have a contractual maturity date are grouped together in the maturi
’s resources are included in the maturity undefined category as they are repayable t

after relevant liabilities are discharged and assets disposed of or redeemed.  In this way the Fund does not run any risk 
that it will not be able to finance its commitments. F

 
Over 1 month Over 3 months Over 1 year 

Up to and up to and up to and up to 
and including and including and including and including Over Maturity 

1 month 3 months 1 year 5 years 5 years undefined Total 

Liquidity position at 31 December 2010 € 000 € 000 € 000 € 000 € 000 € 000 € 000 

Assets
Placements with credit institutions 33,930         - - - - - 33,930         
Other financial assets 57                161                16                    - - - 234              
Loans -                   342                1,664               20,912         134             - 23,052         
Provisions for impairment -                   (14) (142) (1,172) (20) - (1,348)
Share investments - - - - -                  2,694          2,694           
Total assets 33,987         489                1,538               19,740         114             2,694          58,562         

Liabilities and contributors' resources
Other financial liabilities -                   (7) -                       - - - (7)
Provisions for impairment of guaranteed

Total contributors' resources - - - - -                  (58,555) (58,555)
Total liabilities and contributors' resources -                   (7) -                       -                   -                  (58,555) (58,562)
Net liquidity position at 31 December 2010 33,987         482                1,538               19,740         114             (55,861) -
Cumulative net liquidity position at 31 December 2010 33,987         34,469           36,007             55,747         55,861        -                  -

Undrawn commitments and guarantees at 31 December 2010 (69,780) -                    -                       -                   -                  -                  (69,780)  



The Russia Small Business Investment Special Fund 
 
Risk management (continued) 
 

 17

Over 1 month Over 3 months Over 1 year 

Up to and up to and up to and up to 

1 year 5 years 5 years undefined Total 
€ 000 € 000 € 000 € 000 € 000 

28,618         - - - - - 28,618         

- (2,753)
vailable-for-sale share investments - - - - -                  1,615          1,615           

6)

,920 -                  -

and including and including and including and including Over Maturity 

Restated 1 month 3 months 

iquidity position at 31 December 2009 € 000 € 000 L
Assets

acements with credit institutionsPl
Other financial assets 71                177                12                    - - - 260              
Loans -                   809                822                  21,964         2,206          - 25,801         
Provisions for impairment -                   (20) (31) (1,583) (1,119)
A
Total assets 28,689         966                803                  20,381         1,087          1,615          53,541         

Liabilities and contributors' resources
ther financial liabilities -                   (6) -                       - - - (O

Provisions for impairment of guaranteed
parallel investments -                   -                    -                       - -                  (3,333) (3,333)

Total contributors' resources - - - - -                  (50,202) (50,202)
Total liabilities and contributors' resources -                   (6) -                       -                   -                  (53,535) (53,541)
Net liquidity position at 31 December 2009 28,689         960                803                  20,381         1,087          (51,920) -
Cumulative net liquidity position at 31 December 2009 28,689         29,649           30,452             50,833         51        

Undrawn commitments and guarantees at 31 December 2009 (52,998) -                    -                       -                   -                  -                  (52,998)  

Management of contributors’ resources 

Contributors’ resources of the Fund comprise pledged contributions net of reserves and accumulated losses of the Fund.  
Under the Fund’s Rules and Regulations, the Fund resources may be used to provide loans, equity investments and 
guarantees. 
 
The Fund is not subject to any external capital requirement constraints, however, commitments for loans, equity 
investments and payments on guarantees cannot exceed the net assets of the Fund. In 2009 and 2010 these limits were 
not exceeded. 

 
D 
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3 

 restatement relates to a distribution of contributors’ resources amounting to €3.4 million that was 
recorded in the income statement and not through the statement of changes in contributors’ resources for the year ending 
31 December 2009. 
 
The distribution has been restated and correctly recognised in the prior year statement of movements in reserves and a 
corresponding adjustment has also been made in the income statement. 
 
The effect of the prior year restatement resulted in an increased profit of €3.4 million with a nil effect to retained 
earnings in the statement of changes in contributors’ resources.  Similarly there was a nil effect to opening retained 
earnings. 
 

4 Restatement - contributors’ resources 
 
 Contributors’ resources are comprised of contributions and reserves.  In prior years contributions were revalued to year 

end exchange rates when they should have remained fixed at the exchange rate ruling at the time of receipt.  Since that 
exchange rate movement was captured in reserves, there is no overall change but merely a reallocation between 
components of EUR 9 million at 1 January 2009 and EUR 1.3 million during 2009. 
 

5 Interest and fee income 
 

Net fee income is comprised of repayment fees.  Commitment fees of €21,000 received in 2010 have been deferred on 
the statement of financial position.  They will be recognised in interest income from loans over the period from 
disbursement to repayment of the related loan, in accordance with IAS 18.  In 2010, €16,000 of fees were recognised in 
interest income from loans. 

 
 

 
 
 

 
Notes to the financial statement
 
1 Creation of the Special Fund 

The creation of The Russia Small Business Investment Special Fund ("the Fund") was approved by the Board
Directors ("the Board") of the Bank at its meeting of 18 October 1993 and is administered, inter alia, in accordance with
the Agreement Establishing the Bank and under the terms of Rules and Regulations of such Special Fund approved al
by the Board on that date, as may be amended from time to time. The Fund became operational in 1994 wh
commitments by donors totalled USD 3.0 million and the pilot phase of the programme was further extended durin
that year. An amendment to the Rules and Regulations was approved by the Board on 14 July 1994 to change t
denomination of the Fund from euro to United States dollars. However, consistent with the Bank’s financial statement
the unit of measurement for the presentation of the Fund’s financial statements is euro. The full-scale phase of t
Russia Small Business Fund Programme was approved by the Board at its meeting of 30 August 1995 and a revi
version of the Rules and Regulations of the Fund, in connection with the full-scale phase, was approved by the Bo
on 1 April 1996. 

The Bank is an international organisation and at 31 December 2010, its shareholders comprised 61 countries, togeth
with the European Union and the European Investment Bank. The Bank’s principal office is located in London at 
Exchange Square, EC2A2JN. 

The Fund was established in accordance with Article 18 of the Agreement Establishing the Bank.  The Fund is not 
of the ordinary capital resources of the Bank, but any privileges and immunities available to the Bank are extend
the Fund. The objective of the Fund is to assist the development of small businesses in the private sector in the Russia

 
2

The President of the Bank is responsible for preparing the financial statements in accordance with International 
Financial Re

Restatement - transfer to other funds 
 
The prior year
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continued) 

nts at fair value through profit or loss 
2010 2009                             

The Russia Small Business Investment Special Fund 
 
Notes to the financial statements (
 
6 Net gains from share investme

€ 000 € 000 

Net unrealised gains from share investments and high-risk equity funds 1,079                         -                                 
Net realised gains from share investments and high-risk equity funds 3                                -                                 
Net gains from share investments at fair value through profit or loss 1,082                         -                                  

Net losses from guaranteed investments 
2010 2009  

€ 000 € 000  

Payment to the Bank for guaranteed investments written off -                                 (487)
Net losses from guaranteed investments -                                 (487)

 
7 

 
 

8 

  (c) of the Fund’s Rules and Regulations, up to USD 12 million may be used to finance 
technical consulting services. During 2009, with the approval of the contributors of the Fund, USD 4.5 million 

 
 Other operating expenses 

Other operating expenses comprise administrative expenses directly relating to the Fund. Included in this amount is 

 
0 Provisions for impairment of loan investments and guarantees 

Total Total 

dentified impairment of assets:
 Non-sovereign risk assets (465) -                 (465) 953            -                 953            

-             -                -                 (487) (487)
-             (465) 953            (487) 466            

ge for the year (465) -                 (465) 953            (487) 466            
(1,096) (3,452) (4,548) -                 -                 -                 

156               119            275            (63) (84) (147)

348 1,694         -                 1,694         
cific provision for the identified impairment of assets:

-                    -                 -                1,059         -                 1,059         
Deducted from assets 1,348            -                 1,348         2,753         -                 2,753         

Net income transferred to The Russia Small Business Technical Cooperation Special Fund 
 
In accordance with article 3.01

(€3.4 million), representing income derived from investment of the resources of the Fund, was transferred to The Russia 
Small Business Technical Cooperation Special Fund to supplement its resources.  No resources were transferred during 
2010. 

9
 

 
external auditor’s remuneration of €6,600 (2009: €5,900). 

1
 

Loans Guarantees 2010 Loans Guarantees 2009 

(Release)/charge for the year € 000 € 000 € 000 € 000 € 000 € 000 
Portfolio provisions for the uni
  
Specific provision for the identified impairment of assets:
   Non-sovereign risk assets -                        

rovisions for impairment of loan investments and guarantees (465)     P

Movement in provisions
At 1 January 2,753            3,333         6,086         1,863         3,904         5,767         

elease)/char(R
Release against amounts written off
Foreign exchange adjustments

At 31 December 1,348            -                 1,348         2,753         3,333         6,086         

Analysed between:
Portfolio provisions for the unidentified impairment of assets:
   Non-sovereign risk assets 1,348            -                 1,         
Spe
   Non-sovereign risk assets

Provisions for impairment of guaranteed parallel investments -                    -                 -                -                 3,333         3,333         

At 31 December 1,348            -                 1,348         2,753         3,333         6,086          
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 the valuation of these equity investments is net asset value.  Reasonably 
 

at fair value Available-for-sale

ecember 2009 -                                     332                                
Balance transferred from available-for-sale

332                                (332)
 1 January 2010 332                                -                                     

-                                     521                                

Notes to the financial statements (continued) 

11 Share investments 

IFRS 7 specifies classification of fair values on the basis of a three-level hierarchy of valuation methodologies.  The 
classifications are determined based on whether the inputs used in the measurement of fair values are observable or 
unobservable.  The fair values of the Fund's share investments have been classified as Level 3, that is, those which have
fair values determined by inputs not based on observable market data. 
 
The main valuation model/technique used in
possible favourable alternative assumptions would lead to an increase in the asset value and a credit to the income
statement of EUR 404,000.  Reasonably possible unfavourable alternative assumptions would lead to a symmetrical 
decrease in the asset value and a charge to the income statement of EUR 404,000. 
 
The table below provides information about the Fund's share investments. 
 

Share investments 

through profit or loss share investments

Outstanding disbursements € 000 € 000  

At 31 December 2008 -                                     1,281                             
Written off -                                     (949)
At 31 D

  upon adoption of IFRS 9
At
At 31 December 2010 332                                -                                     

Fair value adjustment
At 31 December 2008
Reversal of impairment for shares written off (see above) -                                     949                                
Loss in other comprehensive income -                                     (187)
At 31 December 2009 -                                     1,283                             
Balance transferred from available-for-sale
  upon adoption of IFRS 9 1,283                             (1,283)
At 1 January 2010 1,283                             -                                     
Movement in fair value revaluation (note 6) 1,079                             -                                     
At 31 December 2010 2,362                             -                                     

Fair value at 31 December 2010 2,694                             -                                     
Fair value at 31 December 2009 -                                     1,615                              

At 1 January 2010, share investments that were previously measured at fair value and classified as available-for-sale 
were reclassified to fair value through profit or loss.  Under IFRS 9, impairment only applies to financial assets held at 
amortised cost. 

Other financial assets 
2010 2009  

€ 000 € 000  

Interest receivable 225                                260                                
Fees receivable 9                                    -                                     
At 31 December 234                                260                                

 

 
12 

 



The Russia Small Business Investment Special Fund 
 

 21

 

2010  2009  

(10,974) (10,175)
ritten off (1,096) -                                     

(1,348) (2,753)
21,704                           23,048                           

Notes to the financial statements (continued) 

13 Loan investments 

Operating assets € 000  € 000  

At 1 January 25,801                           36,140                           
Disbursements 7,286                             1,215                             
Repayments and prepayments
W
Foreign exchange movements 2,056                             (1,379)
Movement in net deferral of commitment fees (21) -                                     
At 31 December 23,052                           25,801                           
Impairment at 31 December (note 10)
Total operating assets net of impairment at 31 December  

14 

 

 
Other financial liabilities 

2010 2009 

€ 000 € 000 

Audit fees payable 7                                    6                                    
At 31 December 7                                    6                                     

15 Contributions 
 
Cumulative contributions received from the donor countries are set out below: 
 
Restated (refer to note 4) 2010 2009  

Total contributions € 000 % € 000  % 
Canada 2,707            4.5               2,707          4.5              
France 7,686            12.9             7,686          12.9            
Germany 9,843            16.6             9,843          16.6            
Italy 8,402            14.2             8,402          14.2            
Japan 21,162          35.7             21,162        35.7            
Switzerland 2,360            4.0               2,360          4.0              
United States of America 7,191            12.1             7,191          12.1            
At 31 December 59,351          100.00         59,351        100.00        

 

  
 
No contributions have been received during the year (2009: nil). 

Fair value of financial assets and liabilities 

The carrying amounts of financial assets and liabilities presented on the statement of financial position approximate to
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7  reporting period 

paid to the Bank for operating the Fund (2009: nil) and there was no accrued management fee payable by the Fund to 
the Bank as at 31 December 2010 (2009: nil).  
 
 

 
their fair value, with the exception of loan investments.  At 31 December 2010, the fair value of these loans was 
approximately €53,000 above (2009: €942,000 below) the carrying value in the statement of financial position. 
 

Events after the1
 

There have been no material post-reporting date events that would require disclosure or adjustment to these financial 
statements. 
 

18 Related parties  
 
The Fund has no related parties other than the Bank. During the year ended 31 December 2010 no management fee was 
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ank for Reconstruction and Development (the 
‘Bank’) 

 

 

y
statement, the statement of changes in contributors’ resources, the statement of cash flows for the year then 

ounting policies, risk management and the notes to the financial statements 

 

 
nd fair presentation of the financial statements in 

the International Financial Reporting Standards (‘IFRS’) issued by the International 
A t determines is necessary to 
enable the preparation of financial state isstatement, whether due to 

 

 

 

financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
o ts, whether due to fraud or error. In making 

to the Bank’s preparation and fair 
der to design audit procedures that are appropriate in the 

ci
co
re
of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
au
 

In
R
ca
issued by the International Accounting Standards Board.

The Russia Small Business Investment Special Fund

Independent auditor’s report to the European B

 
The President 
European Bank for Reconstruction and Development 
One Exchange Square 
London 
EC2A 2JN 

Report on the Financial Statements 

We have audited the financial statements of The Russia Small Business Investment Special Fund for the 
ear ended 31 December 2010 which comprise the statement of financial position and the income 

ended, together with the acc
(“financial statements”). 

President’s responsibility for the financial statements 

The President is responsible for the preparation a
accordance with 

ccounting Standards Board and for such internal controls as the Presiden
ments that are free from material m

fraud or error. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these 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 
financial statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

f the risks of material misstatement of the financial statemen
those risk assessments, the auditor considers internal controls relevant 
presentation of the financial statements in or

rcumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s internal 
ntrols. An audit also includes evaluating the appropriateness of accounting policies used and the 
asonableness of accounting estimates made by management, as well as evaluating the overall presentation 

 

dit opinion.  

Opinion 
 

 our opinion the financial statements present fairly, in all material respects, the financial position of The 
ussia Small Business Investment Special Fund as at 31 December 2010 and its financial performance and 
sh flows for the year then ended in accordance with the International Financial Reporting Standards 
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d) 

 

olely for the Bank and for the confidential use of the Contributors to the Fund and 
t be distributed to or used by parties other than the Bank or the Contributors to the Fund.  

e do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other 
 into whose hands it may come, save where expressly agreed by our 

rior consent in writing. 

ot 
n and explanations we require for our audit. 

The Russia Small Business Investment Special Fund 
 
Independent auditor’s report to the European Bank for Reconstruction and Development 
(continue
 
Other Matters
 
Our report is intended s
should no
 
W
person to whom this report is shown or
p
 
Other Reporting Responsibilities 
 
We also report to you if, in our opinion, the Bank has not kept proper accounting records, or if we have n
received all the informatio
 

 
 
PricewaterhouseCoopers LLP 
Chartered Accountants  

ondon L
15 March 2011 
 
 


