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AG BANK'S MISSION

To be the principal nafionwide provider of financial

services in Mongolia, by delivering first class products

with the highest level of customer service,
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Agrculiural Bank of Mongodia

OUR COMMITMENT TO CUSTOMERS

Ag Bank values and respects our customers. We adhere to the following
policies on confidentiality and transparency:

% Al emplovees of Ag Bank Offices shall serve customers equally and
openly without any discrimination as to age, race, sex, occupation,

official posithon, economic statis, religion or party membership,

4 Ag Bank emplovees shall not Fivor customers because they are friends
or relatives, nor shall they have any financial interest in customers or
receive any pavinents, gifts or other benefits from them,

¢ Neither Ag Bank nor any employvee shall accept or pay bribes under

any circumstances with any person or organization.

4 Bank employees shall not use any information on customer accounts,
deposits or  transactions for personal gain nor  disclose such
information to any individual or other entity except as provided by
law or as required by executlon of a cournt decision,

4 No bank employee shall process any iransactions [rom customer
acoounts or deposits without the consent of the customer, nor

suspend such  transactons except as required by an official
naotification from a tix officer, social insurance officer, bailiff or other

official acting in a legal capacity.

Ag Bank customers mav request the freely available full version of the
Confidentiality Policy from any of the Bank's offices. Any person who is
disadvantaged by an Ag Bank employee who has violated these policies
should call the office of the CECY in Mongolian or English at 45 78 80 or
email directly o infoi@ magicnet.mn

Lis
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CEO’S MESSAGE

The wear 2002 was extraoedinary for customers, emplovees, our owner and the other stakehobders of
Agricultural Bank of Mongolia

In August 2000 Ag Bank wis wholly ovwned by the Governmaent of Mongalia, and after vears of
pecurmulared losses it was in reeeivership and for all practical purposes shut doswn. In that menth
vour Independent Board and s Management Team, supplicd by Developoent Alvernatives, Inc. (13A1)
ook comtrol of the Bank under a wnigue remediation program funded by the US. Agency for
Invernational Development. Under agreements among USALD, the World Bank, the Bank of
Maongodia and the Government our mandates were 1) to restore banking services in rural Mongolia,
2} to return the Bank to profitability and sownd financial condition and 3} to prepare the Bank for
privatization. These objectives now have been achieved.

To dare we have made 320008 loans o small basinesses, herders, consumers and pensioners, with
3% of the total volume in soum offioes in the most rural areas. We hove opened over 200,000 new
crirrent acoounts, and overall deposics have grown from MNT T billion 1o 32 billion .

In 240K the Bank earned MNT 3255 million before taix and MNT 1880 million afier tax,
LCumulatively over the past two vears Ag Bank has paid MNT 19335 million to the Governmient as
ineome taxes and retained another MNT 2763 million in capital, The Bank in 2002 was the second
most proficable bank in Mongolia and the most profitable in terms of return on average assets (4
1) amnd sverapge equity (32.3%)
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Chur halance sheet is now stromg and ligued, Capital ar December 31 was MNT 3593 million, or 11,
99 of adjusted risk assets, meeting all Bank of Mongolia regulatory requinements, Cash and short
berm investments were |29 billion, abmost 409 of todal assets,

The third abjective, privatization of the Bank, was achieved in carly 2003, HLS, Securities of Tokyo,
part of the Hideo Sawada group of companies, acquined Ag Bank through an international tender for
LSS A.RS0,000, We weloome our new awner to the Ag Bank family and book forward to considerable
synergies and joint promaotion of trade and imvestment: between Mongolia and Japan,

I am also pleased to advise thar DAL has been retained by our niew oswsers to continue o manage Ag
Bank, and your Chief Operating Officer Debra Baver and 1 will stay on in owr curtent soles, Our
superh Maongolian executives and managers also will remamn on our team,

As part of our rapid exponsion of services (o Mongolia we hoave opened 87 new offices, and our
network of 356 offices now reaches every aimag and virtually every soum in the counery,. We have
adhded ower TOO staff, mostly in the countryside, and now employ over 1500 ar Ag Bank. We have a
comprehensive training program for all employees, with over L2000 persom days of training
completed to date, We are proud of the strong and capable staff who have led our success,

Customers all over Mongolia have responded positively to our new marketing initiativies, At the end
af 2000 we re-branded the Bank as "XAAH BAHK™ in Mongolian and "AG BANK” m English,
Recent independent survevs show that 4% of Mongolians know our name and B0% are satisfied
with our service,

A persomal nove: my past twe and a hali vears ar Ag Bank have been the experience of a lifetime,
Together wath Debra Bover and our Mongodian executives Sukhbold, Enkhtur, Delgermaa and
Landanshntar and our managers throughout the country, we have built a company that we are very
proud of,  Resworing important banking services to Mongolians all over the countryside has been
eipecially gratifving, Mow we look forward 10 8 new emn inothe private sector and to working even
harder for our customerss, empliyvess and owners,

As we end thas turmaroamd phase, 1 would like to thank the Government of Mongodia and Banlk of
Mongolia for all of their assistance o our efforts; the US Embassy and USAID who provided us
fumiding amd strong support, and the World Bank and other donors who also plaved a vital rode. Maost
af all, thanks w our customers throughout Mongolia who have come back to Ag Bank in large
rurnbsers, and tomy 1300 colleagues ot Ag Bank who proved that it could be done,

J. Peter Morrow

Chief Executive Officer
April 14, 2003
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FINANCIAL HIGHLIGHTS

PROFITABILITY Eamning before taxes (MNT 000,000)
am
<1568 -340 1443 3256
The Bank achieved profitability in January i :
2001 for the first tme since 1997, and pre B
tax earnings increascd sharply in 20000 and -
2002, In M2 Ag Bank was 1he second
mickst profitable bank in Mongolia and the 1000 3
miest proditable in terms of etum om
avernige assets 9 1% and average equity 0 = - -
(32.5%). The Bank’s overall monthly
average pre tax profic in 2002 was 271.2 o —
mmllisie, B —
o om g
CAPITAL Total capital af perad end (MNT 000.000)
&)
i " : gy 4945 -B0F 1715 3606
Capital was negative (MNT 308 million)
it veur end 2000, e
2LN
It increased in 2001 w MNT 1715 o
million, and at vear end 2002 o approsi- . [ T
matcly MNT 3.6 billion, representing 1. 1_?; 1
W% of risk weighted assets which meets e 5
all Bank of Mongolia prodential require- i _
ments.
H0m
T v I
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LIQUIDITY

Cash und short-term investments at December 31 waaled MNT 199 hillion, resulting in 2 regulatory
liguidity pintio of 56.9%, well above the Bank of Mongolia required 1T8%, Management™s policy has been
to maintain substantal liguidity in the form of cash and short term Bank of Mongolia and GOM
seCuTiHes

LOANS

Al odd Boans, repossessed praperty and related assets inberived by this management were charged ofT in
20000 and 2007 and wreated as recowvery items.

[he new boan portfolio initisted in November 2000 is well diversified and has turned over rapidlv
Throwgh December 02000 loans were made b 3536 offices bn the total gmount of MMNT %6 Billien, The
December 31 foan balance was 23 hillion.

[he average loan amooant was aboat MNT 2400000 and the average final term about four months,
e iy with equal eonthly amostization.

A December 31, 2002 342 loans wene past doe in the amaount of MNT 138 millon, represenning,
respectively, (.4 % and 0,6% of the portfolin,

DEPOSITS

Business and individual deposits increased in 2002 from 63.5 % o 86.2% of wial deposits, Currene
accounts from non-prvernment soarocs it December 31 were MNT 906 billlon, up from MNT 3.9 hillion
at the beginning of the veir The Bink generally pavs noe interest on these accounts. Time and savings
deposits from noa-government sources grew to MNT 273 billion from MMNT 9.8 billion ar vear end
20611 Tnverest rates on these depaosics ronped from 3.6% w 1B per annum and averaged 14.8%

Pension agency deposits were MNT 30 billion at December 31, 2002, The Bank disburses
approximacely 4 billien in pension pavments oo individuats monthly,

Oher government deposits tmaked MNT 5.9 billion at December 31 and are de-u.‘i]rdng 1% thi
povernment consolidates funds at the Bank of Mongolia under s Single Acoount fiscal management
[FreEEam.
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2002 YEAR IN REVIEW

PENSION DISBURSEMENT

Char direst :_Iu;'-c.l-.il |1|,'||-\.i|:||| SOTVICE WU -,"n.|1:|.|1d|_'|,| successbolly it pll bramches and |54 MK
|:1'r|ki-'||||'|'\. e mevenve Hheir e msbion Il'mn_l:._l'rl ||u]'\-c|'\.il ke i aecoLn
A L':,'-c:l'.J.l.llq 3 an |1'.|,||,'|1|,'|1|,||;||I

survey  conducted by Sant

XAAH BAI

Flonmeus Nemss s Aspl

Maml Foundation 98 % af

the pensioners say they are

happy with the service

In :|'i'|||.:|:_:'-. andd soems swhiere
t ki |1|,'|1-.ir'-|1 ACCOUNT Service
i% imirosdeed there mo ||||'|::l|_'|
e !'\-|n|1|4,'|'|:k with ||'-|1;._'
queenses or delavs, and expo-
sume Lo frad or pension the ft
is reduced, Agx Bank  pen-
ST CUSTOMETS Mo CHN
||||_'l: up their |1|,'||-ir:-|1 [rra=
ceedds e gy o oar :|i|'.|:|:._l

CenLer or city |I-||.\i-|_|_"-|

Ag Buenk Curstomers I Dhirdponi

LOAN ACTIVITY

Iy 2060, 318 799 loans wotalimg MNT 630 billion were made through 14 different oan prosdaces
Irterest rates were bowvered For soorme of our minsd |||:-|1||J:|| ltran L'lllll.lLIl.'I'\.. 1T Il.|-.||1'||_-'I srnall business

wnd hender loans "1‘J-'~ Ramk's losm [ wlicis newy raee froam am sl raie of 2 1% tos 484

o i loan produets are sl showing seromg demand, and are able o generate a high volume of
provod equalivy losns, Hlowwever we contine o mevise amd expind our oo proshsces as espemence witl

THET Luskomiers |'|I LELLYL S

L Inge :'."-::'-i”- i AR loam ||r.-.|_||||1 r-:'|,|||ir|.'r|||.'||I'-\. wre liberalized in order o serve costomers wit by

mckre Flexibality amil fo dmvelve o eeater tamee of |||'||;'-|.,' A g resuli:

The term of Salary and Pension loans was increased oo 12 amd 6 months respectively
Requirements for Hesder loans saere selased for the summer season

Baesiness Investinent Loan LT e h ] (RIS wiis u*.||:;||-.||._'|| tey CLBTOINETS i1 AN CenieTs
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NEW LOAN PRODUCTS

In 2002 we designed and launched a number of new loan products:
1. Vepetabde grower’s loan

2, Crop farmer's loan

3. Raw material changer's loan

4. Small business preferred borrower's loan
5. Pensioner credit lime

fi, Salary loan secured by apartment

To ensure effective organizational control over the loan portfolio, the Credit department has been
enhanced with the addition of supervisor positions, filled with emplovees with branch oredit experience.

Ag Bank Crstomers ot Chingeltel branch in LB

DIRECT DEPOSIT PROGRAMS

Ulssider this program penisions, salides, lean proceeds and other paymenis are paid directly into customer
evprrent aoeounts which have lower fees and highes interest than evpical st other banks, We have expanded
the avaibibilivy of the prograom to all 356 odlices of the Bank, Partly s o resaly of divect deposin activigy,
we have opened 2 D000 nesy customer accounts amd this helped wotal deposies grosy o MNT 45 billion
at e encd of ahe 2002 Froon 24 Ballioss ae the end of 2041

Chinly twee vears g it was commiens for UTE Based businesses (o carey bags of corrency onder special puard
I |:'H.L:." al-_';l'ii,‘l_lll_l.l!‘ill raw meaterinls Ffroan e |;'v|‘:||,:||:'|1r1.,'.'.id|.-. Perens would send subsistenee TEHLEY LD thsedr
student children in UBR ihreph individuals. Ag Bank restored tranafers throughout Moeagoll amd
itroduced the Quick: Pay service which has proven very popular with beth businesses and ordinary
witbzems, In el year 2002 277 000 thowsamd oransfess wotaling MNT 28 billioss were made throuagh the
Ag Bank nerwork.
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AG BANK PRIVATIZATION

Fhe Ag Bank remediation program that began in 2000 regquired privatiation of the Bank at the
el of thie twi-vear prrogrim Lomnsistent with this, the Camvvernment ol I".|.II1'|:_'\I"|I!.I:I wnnonneed om
Tulv B, FHUF an internations] tender for the sile of s TIPS |._'|,|||i|_1,' interest in the Bank, SMany
hanks and financal institutions in Mongolia amd abroad were contactesd and invited o participate

Che mimimum acceptable price was set by appraisal at US 5 328 million

Hidvo Seenmdan recrndug o cfosieg momormadam from L Porcederd, Ol of the Stefe Property’ Coomibber

In the end, after extensive doe |,|i|i:_;|;||q.'4,', foarmnl bids wiens received from HLS, Securities of [,=||:n.'|r|,
Alfa Bank Hiddings of Bussia, and a comsortium led by Golomt Bank of Mongolia, toeether with
."-1-:.r|m".|i.'|'l-. Altan Taria ['|||1|-||:u|1.' aned Teach I.'.rrp:.r.'niuz' ol |:I|1ill1 All three badders met the
ru||'.:|ir|_'r|'u_ nis for the technical evaluation |!-|'-;I.'k.-:' af the tender and |:'-||||._'q'|,'|||_'n1 for the snEction st
of the proess, HLS. Securities’ bad of US 56,85 million prevailed over Alfa Bank’s bid of U'S 56,2

miillion g the Golormt Comsortiom's bid of US 55 28 million

In an officin] ceremomy held on March 25, 20003, the Government's State |'|||'|1-:"r|1,' Lot e
transfermed its 10N, Ciquity intenest in Apr Bank 1o H. 5, Secorities and meceived the oomsideration
of LIS &6, 55 million, In addition HS committed poditional imeestments inio -‘I.;.; Bumk of Us 214
million .,‘.l.|r1z|.|_r\I ihe vt v tothree vears, for an dreme it e Irvestisent into ."n.'I-':llJ_l;':lin i meardy LS

S milliom
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Mhe swew ewvmaer of the bank, H. 5. Securiies, s one of the leading securines companees in Jagam, I is pan
il i larges grop of compianies controlled by prombnent panese businessnan Hideo Sawada. These
Ichude HLLS, Con Lud, the mese profiabde wrvel agency in Japan, Skymark Adelines and moee than 50
other comipanies, With the acquisition of Ag Bank, HL.S. Securities munagement emphasized s intentions
Lo i and enhance the current suceesshul DTS ol [hie Bank, as well as |."-.||:-.|'u| it !:|||:|.||

11k I.IIJI' LTHLTD

Mhe swewe oners have retained Developmenn Alvernavives, Tne, of Bethesda, MDD, i manage the hank,
amd annovinced thar L Perer Morsow will continue 1o serve as Chiel Execunive OfMicer, A mew Tour [rersan
Boaird ol Directors was :||l|r-':-||||1'|| F1 -.Iw.hll'lj:'. L OEES LY afl Mr Sawidi as Chatrman and o

represeitatives of HS and Mr, Morrow as members

This provaliiealion wils exire |=||.'|:\-.' suecesslul for the Camerniment of ."-.1-::-|'||_'|||':iJ. in several TesIeCts It ds nhe
second Lurgest privitkzation ever in Moogolia, and browght mioee than double the minkmuam price in 4
tramsaction thi met all meermtional standards,  Perbaps mose imporant, i marks the entry nto
Mongnlia of & mapor Japanese group with ihe staned objective of increasing the level of invesument, erade

amdd towirism froam f:|||:|.|| 15kl !".-|||||:.1~:.l|'.:|

LS Ambsesador foliw Dimger, fapanes Asbosodsr Tatsin Tada, 5 Securinles mvmer Flideo Sawaifie
Ag Rauk v CECY Pete Marrorr relebrrstug e parsliese fa Ag hank's pevessenial ger
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AG BANK AND RURAL MONGOLIA

AG BANK OFFICES BY AIMAGS

— rlron, Qg

*im UB city — Y offices

Almost 706 of  Mongalia’s population of 2.4 million is spread out seross the country's vast and
sparsely populated territory of 1367 square kilometres — nearly four times the size of California,
The rural economy produces about 60% of the country’s GNI* and herders account for mone than
i 40 of the rural population.

With its extensive network throughout Mongelia, Ag Bank is the onlv financial institution capable
of reaching and providing full banking services wo the mural population, even in remote arcas.
Curmently, Ag Bunk operstes in all 21 simags, 336 soums and other settlements and 6 districes in
the capital city. Ag Bank’s range of offerings includes products and services, such as herder loans,
which have been spedially designed to meet the needs of the rurl population,

Ay Bank's extensive nationwide network serves the fimancial needs of organizations and individuals
in rural soums and other settlements which are bevond the reach of other banks, In addition, Ag
Bank serves major government, business and non-government institutions based in Ulaanbaatar in
need of money transfers to and from the countryside. Ag Bank also works with large organizations
in Ulaonbaatar that have significant branch activity in the countryside, such as the Ulaanbaatar
Electricity Distribution Company, the Pension Authority, NIC, and major cashmerne companies.

12
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AG BANK OFFICES

Marme of beanch Faurniber of Morre of Dranch Frigne numbar
Subbranchas MCnogpe
Darkhcan-Liud 1 Ch.Chuluuntsetsag 01372 33308
Dikhon B B.Knaltar 01352 2208%
Arkhicrnigal 18 R.Tsamnnadrmid 01332 21082
Beyyar-Legii Tind Kh. Ehutrmiet 01422 22513
Bayankhongor 21 B.Tomorboaatar 01442 227464
Bulgorn 14 5. Bafbaoryal 01342 22018
Gobi-Altai 20 T.Turul 01482 23373
DG 14 D.Tsatsanes 01622 22724
Darnod 15 D, Bactarkhiyog 01682 21332
Drusrdgodi 15 O Tarrorbaalarn 01592 22244
Zovkhon 23 B.MyarmsEen 014462 22251
Uhsurkhcarsge 19 DLERkhct 01322 20040
Urmnogobi 17 Adldersog 01532 22374
Salenoe 12 Kn.Altangeral 01362 22181
Sukhibascitar 13 ¥.Lkniogwasunan 01512 21424
s 19 D.Unurtsalseg 01452 22511
Ko 17 5. Erdenachimeg 01432 23788
Ehuvs gl 25 ¥ Rhyarmaa 01382 22364
Khentii 20 JEangor 01562 22413
Gobi-Surmibet 2 . Momanchimeag 01842 2344%
UB Tov an ¥ Otgonjangal 440938
Chingalte a A Minj 322326
Hedd office 1 S.Eidanachimeg A5B&TT7, 4505669
Tatal 356
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MANAGEMENT AND ORGANIZATION

From Awgust 2000 il 25 March 2003 Ag Bank was  operated under a special corporate
governance structure specified in a Memorandum of Understanding between the Government of
Mongolin and Bank of Mongolia, pursuant to conditionalities of the World Bank’s Financial Sector
Bestructuring Credit Program, In these and other agreements, the Cevernment agreed not to
exercise its normal prerogatives of ownership and wo delegate control of the Bank to the Board and
Mamgmement.

['he Board of Bepresentatives’ primary dutics were to monitor implementation of the restructuring
plan and to assure the absence of grvernment interference in the operations of the Bunk. By
agreement, the Board was comprised of five members: two appointed by the Government; two
appointed by the USAID Mongolia mission and a Chairman appointed by the Government wha
was to be an individual with substantial experience in banking and finance and  independent of
the Liovermment.

BOARD OF DIRECTORS

D Bailykham [, 5. Pyamengd _ Dr. Harry Bauwmann
Adeiser ot Clirdmuin, { Finkrivan Ldsiy oy rhfl:l'. Evimniiy H-'\-'Jl_'r'
Stwete Properfy Cammitise Mevter. Tmshitwde of Cowerree and Hhesiness Sippart Project

Dir. Dravad Dheer . Erbemiriley
."lJ_'m"ul'ruruh' |"'|n:|.1'|l.'rr T Ui §aei THeawid |~1' |'J|'|v|| rraiemd, Al IF¥
Hepiomal Fronmrds Cormeth Tuntfintin i Fimanee ol Evousmy
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Mhe Managemen Team was supplied by Development Alternatives, Ine., of Bethesda, Md. under
a Management Agreement with the Bank, and consisted of two Amerlcan and four Mongolian
Banking esecutives. The Manapement Agreement delegited o the Team hrosd authoriey ever the

Bank’'s « I|l'|.'l".I1I1II:'-‘\-.

Monagement Team: (frme froms Left) G, Defgermvana, 5, Sakfiloled, Delee Boyer, ©O0Y, [, Peier Marmow, CEC
{lrack from fefth G, Swwlanshatar, E Opnlilleg, 2 Enkling

I. Peter Mormow  serves as Chicel Exeoutive (4ficer and Debra Bover as Chiel Operating CHficer,
while executive responsibility for the operating functions of the Bank is held by the four Yice
Dirccrors. Viee Director 5. Sukhbold is responsible for management of the Bank’s branch network
and staff operations. Viee Director Z Enkhiur is Chiet Financial Officer responsible for the finunce
and accounting functions. Yice Director G Delgermas is responsible for loan produces amd policies
and Wice Director GG Zandanshatar heads the marketing function. E |.l_'.|l:|‘||'rI]|.'_nL muanages the
excoutive support tewm and contracts between stikeholders. Under their overall dinecrion, the Bank's

management sctivitbes are delegated o the following depariment heads:
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DEPARTMENT HEADS

M.l.llll.'lll.'l.i‘li:lqu
Hrwark Swprreron

R.Eikliksalild

fefvitm Ty l\.'l\..-'..|:|

% K hare lhaisisr To Db msirg 5. Unairisciseg
AP ek il sl e LTI

e R IRTTR A IS TT S hamdagdorg
o el Ffarron Mrimweres

K

A Ganchimeg S.5ukhbai

Loty L yiwaiiimhvie Ly

I"Hansamjuoy
hiorknting

Ul s sk B

Tl Andy
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COMMUNITY CONNECTIONS

Ag Bank takes seriously its place in the country’s community life. Being the only bank with branch
offices throughout Mongolia, we ane deeply connected with Mongolis's communicy life and oul e,

At the completion of remodeling its Head Office in the spring of 2002, Ag Bank engaged an
historinn Ts. Uranchimeg w curte a collection of contemporary. Mongolian an for permanent
disploy. Creative arts are at the core of Mongolian history and culture, The works on Ag Bunk's
walls are all modern an, some of the best works by the best Mongolian artists working today, but
they are moted in Mongolian history and culture and remind s we are bound op with it

In Jun 2003 Ag Bank hosted a fund raising event for local artists and the newly formed Art Council,
he party guests were able to visit faint Bars at each floor of Ag Bank to enjov the oreation of
modern ant picces of famous Mongolian artists, [5. Enkhjin, M. Erdencbavar and Ts. Enkhjangal.

I BAR

Chffargal af MOCS Camypiany and Congrrser®. fantvanumop are
visiting o Paiug Bae hosied by Ardise To Enkdyfin

Last summer, an Ag Bank team took a group of popular Mongalion entertainers on a countrywide
road show with the theme of “Let's Work Topether Listening to Each Other”. They traveled mone
than 1 1AKIO kmoall over Mongolia visitimg more than 70 towns, soums and villages in 16 aimags.
Sarme 35 0 people enjoved the entertiinment and promotional activities
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Participating artists included 5, Batsukh, meoowned sioger and Honored Arcist of Mosgolia, G
Erdenchuit, leading sodoist from the Academic Themer of Opera and Baller, 5, Erdeneiserseg and
. Bat-Evdene, stars of the Stare Dance and Folk Ensemble

Eredenetsctsey thrills the aadicace & Kiaespnd

Following the hupe swccess of the countrvwide rond show, Ap Bank onramized street shows in
districes of Ulsganbaptar in LR L0 with the Somos Foundation and b ['::jpi:;ll l.'IiI:l.' Peslipye
Diepartment

I'he music entercained Limre
s and  the Ag Bank
team was able w otalk o
many current and porental
CuEsLO TS 1 s, As well
s petting 1o express their
views 1o the Bank, those
ptrending  the events wene
ahle 1o participaie in o quiz
ahout Ap Bank o win gift
items  and  mew savings
gocounts  with starter  bal-

WNeCs,

Sereed showe Tk af Ullanaratar {Tr{u Clrcnis with sepreser bty
af tler Sorey Feamadwtton, Lammbrator Podice Deprartmead anad Ay B
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AUDITORS' REPORT

To Agricultural Bank of Mongolia

We have audited the financial statements of Agricultural Bank of Mongolia on
pages 1 to 28.

Respective responsibilities of Directors and Auditors

The Bank's Board of Directors is responsible for the preparation of the hinancial
statements. It is our responsibility to form an independent opinion, based on our
audit, on the financial statements and to report our opinion to you,

Specilically, the financial statements of Agricultural Bank of Mongolia have been
prepared to comply with International Accounting Standards. The Board of
Directors is responsible for ensuring that these financial statements, on the basis
set out in the financial statements, present fairly the financial position of the Bank
as at 31 December 2002 and of the result for the year then ended.

The Board of Directors is responsible for ensuring that proper accounting reconds
are kept, which disclose at any time the [inancial position of the Bank and enahble
the Bourd to ensure that the financial statements comply with the requirements set
out in note 2 and note 3 thereto. The Board of Directors is also responsible for
safeguarding the assets of the Bank, and hence [or taking reasonable steps lor the
prevention and detection of fraud and other irregularities.

The Board of Directors confirm that suitable accounting policies, consistently
applied and supported by reasonable and prudent judgement and estimates, have
been used in the preparation of the linancial statements of the Bank, Applicable
accounting standards have been followed in preparing the linancial statements of
the Bank insofar as they are approprizte to the basis of accounting set out in the
notes to the financial statements.



Sl ERNST & YOUNG songolia audit Company

Basis of opinion

We conducted our audit in accordance with generally accepted auditing standards.
An audit includes examination, on 4 test basis, of evidence relevant to the amounts
and disclosures in the financial statements. 11 also includes an assessment of the
significant estimates and judgements made by the Directors in the preparation of
the Nnancial statements, and of whether the accounting policies are appropriate to
the Bank's circumstances, consistently applied and adequately disclosed.

We planned and performed owur awdit so as to obtan all information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give rcasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud, other irmegularities or error. In
forming our opinion, we also evaluated the overall adequacy of the presentation of
informition in the financial statements, the basis of which is described in note 2
and note 3.

Opinion

In our opinion, the financial statements on pages | to 28 present fairly, m all
material respects, the financial position of Agricultural Bank of Mongolia as at 31
December 2002 and the results of its operations and its cash flows for the vear then
ended in accordance with International Accounting Standards.

The comparative figures had been audited by another firm of auditors as we were
appointed as auditors only for the current year's results. Accordingly, we do not
express any opinion on the comparative figures.

4 March 2003
Ulaanbaatar



AGRICULTURAL BANK OF MONGOLIA

INCOMESTATEMENT FOR THE YEAR ENDED 31 DECEMBER N2

Interest and similiar income
Interest expense and similar charges

Mt bnterest fneome

Fees and commissions

Foreign exchange and translation (lossess Wgins
Chher operating income

Mon imterest Ineome

Oyperating profit
Ciperating expermse

Proflt lefire provisdiens
Provisions
Profit elfisre taxation

Taxation

Proflt after taxation

The annexed nodes form an integral par of these inancial stalements,

Mane

=l

Ll

n

2

MNT "(WM}

B.373,161
[2,970,347)

5.604.814
2,263,571
{187,377}

139, (K

2215003

THI9.H17
4,409,106

3410.711

{156.081)

3,254,630

1,374,678

1,879,952

i

MIMNT "Wl

2,059 838
(328.628)

2.441.230
93,052
36,6324
90,516

1,026,002

3467322
(2 283.665)

1,183,657

159,763

1,443,420

359,901

B33.439



AGRICULTURAL BANK OF MONGOLIA

BALAMCE SHEET AS AT 21 DECEMBER 2002

Mate

ASSETS
Cash and shon term funds
Deposits ind plicements with other banks

and financial institgioens 12
Inwvestment in securties 13
Loans and advanos 14
CHhver nssets 15
Properiy, plant dnd equipment &
TOTAL ASSETS
LIABILITIES AND CAPITAL FUNDS
Diepoaits from customerns 17
Ciovernment deposats 18
Loans from Bank of Mongolia 19
Chiher liabalities M)
Taxnes pavihle
TOTAL LIABILITIES
CAPITAL FUNDS
Statwiory fund A
Reservies
Accumubated loss
TOTAL CAPITAL FUNDS
TOTAL LIARILITIES AND CAPITAL FUINDS
COMMITMENTS, CONTINGENCIES AND

OFF BALANCE SHEET ITEMS |

22
MNT "(Wl

50033934

3. 10584
3. 741,533
25 209,420

627,721

4,162,032

49 BRI, 4414

37 B2A5 656
T,258.37h
18493
570,784
12,330

46,285,839

4,574,130
B21.113
[ L.B60.635)

3,594 005

40 850,444

0420436

The ennexed notes form an integrsl part of these financial sintements.

2n
MNT "(Wlill

1,937 4635
WATT
10,597,752
10,8K56, %54

192 950
2090075

26,636,873

16,840, 0
1337, 102

3316
191,196

24,922,770

4. 574,130
5 623
(3825, 10M0)

1,714,653

26,636,873

BR22. 75T



AGRICULTURAL BANK OF MONGOLIA

STATEMENT OF CHANGES IN EQUITY

FORTHE YEAR EXDED 31 DECEMBER 2002

Stututory
fumd
P
Al | January 200] 2 ek ()
lssue @l shares A7 | 3

Conversation of Ministry of Finanoe
il Economy bonds info capital 2 W) ()

Revaluation surpluss

Profit for the vear

Al 3] December 200 4,574,130
Profit for the year

Realisation of revalwation surplus

An ] December 2002
4.574.1 3

Audditional
patial iy
capital

MNT M

22004000

(2, 200,000)

Revaluation
strpluss
M

965,623

ah5,623

(B 51

BEL13

The annexed nodes form un infegral part of these [inancial stalements,

Accamn-
Laicdd
lirss

MM T 000

(4. 708,.539)

BEI 420
(3.H25 100}

1,479,052

(1860 635

Total
MNT (M

(30hs. 534 )

374,130

%5.623

BE3.439

1. 714,653

1.879.952

(=4.510]

Rl EN ]



AGRICULTURAL BANK OF MONGOLIA

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Profii before tax
.‘Ir.fllrr.ﬂ'.rm'r.'r.\' ||'r.lr Jm
Depreciation of property, plant and equipment
Provisions
Loss on disposal of propeny, plant and equipment

Orperating profit before working capital changes

{crease | S Decremse fn aperaling e s
Loans 10 Bank of Mongolia

Loans and adviances

Recaivable from Ministry of Finance and Economy
Invistment securities

Dither assets

Tacremse [decnese ) fr aperating fatalites
Dxeposits from customers

Covernment deposits

Loans from Bank of Mongolia

Oither linhilities

Cash generated from operations
Income tax paid

Mt cash Mow from operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property, plant wnd equipment
Procesds from disposal of property, plant aod equipment
Mt cash Mow wsed in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
sratutory fund contrbution

Mt Encrease in cush ond cash equivalents
Cush and cash equivalents at beginning of year

Cush and cash equivalents at end of year
Cush and cash equivalents comprise:

Cash and short verm Tends
Deposits and placermnents with other banks
and firancl iinitions

22
MNT W)

3,254,630
320,331

| 56081
6, 6008

3756650

(15,247, 167)

[3,168.228)
(375,141
20,985,650
(269,126)
118,493
507 4638

6, 508,599
(1,550,107)

4 958 492
(1,738 466)
21,510

(1,716,596

3.241,59
2,898,142

f1,139,738

3,033,934
3, 1 k5, Be)d

i, 39,738

The ennexed notes form an integrsl part of these financial sintements.

2N
MIT M

1,443,430

| 300,440
(250,763
32 6000
1.3d46.717
974, | 28
(9668, 520)
000
(3,204 843)
[ 28,500

®.350,99]
3120574

914

1,438,554
(372,222}

1.066,332
(695, 790)
12,281

(683,515}

174,130

Ti6 047
2,141,195

2,895, 142

1,937 465
W67

2 898,142



AGRICULTURAL BANK OF MONGOLIA

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER M2

CORPMIRATE INFORMATION

The Apnculturnl Bank of Mongolia (the "Bank") was organised by several agricultural
cooperatives; herdsmen and sgriculiurel farmers as a privately owned commercinl bank thut
would provide banking services to the agriculiural community, It was cstablished on 31
January 1991 und started operations on 13 February 1991, The principal activitics of the Bank
wre that of the provision of banking and financial services, pursunnt to License o, 6 issuad
by the Bank of Mongolia. There has been no signification changes in the nature of these
netivities dunng the vear.

Cn 23 June MEK), pursuant fo the restructunng of the Bank in sccordance with the
"Memorandum of Mutusl Understanding on the Bestructuning of the Agneultural Bank" the
Crovernment (represented by the Stute Property Committes) became the sole owner of the
Bank.

The linancial statements of the Bank for the year ended 31 December 2002 were authonsed for
isste in accordince with o resolution of the Directors on 4 Muarch 2003,

BASIS OF PREPARATION

The Bank’s financial stutements have been prepared so as o present fairly the fnancial
pasition of the Bank, and 15 income statement, cush Nows and total recognised ouins or losses,
and in accordance with applicable Intemnational Accounting  Stnndards ("JAS™). These
finuncinl stutements have also complied with the Commercial Banks Financial Statement
Reporting Bules and the Unified Accounting Principles issued by the Central Bank - the Bank

of Mongolin.

The fnancial statemenis huve been prepared on the lstoncal cost basis of accounting,
modified to include the revaluation of certnin assets; The reporting currency used in the
financial statements is the Mongolin Togrog, which 15 denoted by the symbol MNT, shown
rounded (o the nearest thousand,

Asriculiural Bank of Mongolis constitutes a single business, all conducted in Mengolia. The
bank hus no branches or operations nbroad. Accordingly, no furhter analysis into business or
peographical segments s approprale in the financial sialements,

SIGRIFICANT ACCOUNTING POLICIES
(a)  Doterest Income and Expense
Interest income and expense are recoenised on an accruals bass,

The recognition of interest income is suspended when the probability of recoverability of
gither the principul or mierest is pscertained  as doubtful. In accordance with the
reguirements of Bank of Monpgolia, intersst is suspended when repaymienis are in wrreirs
for 3 months. On commencement of suspension, previously accrusd micrest nol received
is clowed-buck. Recopnition of interesi subsequent (o suspension is on a cash hasis
Interest recognition will resume on an accreals basis when the uncerainties surrounding
the recoverability are removed.



5 SIGNIFICANT ACCOUNTING POLICIES (CONTIL)
(b} Feeincome and commissions
Fees and commission are recorded when earned.
(e} Taxation

The Bank provides for income tuxs based on its meome (or financial reporting purposes,
pdjusted [or ilems which are not ussessable or deductible [or income 1ax purposes, in
wecordance with the repulations of the Mongolian Government.

(d) Forcign carrencies

Monetary assets and liabilities denominated i foreign currencies are translated into
Togrog st the mtes of exchanpe mling ot the hilsnce sheet date. Mop-monetury assefs
and linbilities denominated m foreign currencies are stated at cost or revalued amount,
being the Togrog equivalent of the forsgn currency st the dute of acquisition of the assets
or meidence ol the Labihties, or on the date of the asset or habibity was revalued, Income
und expenditure are transhuied inio Togrog at the exchange rutes ruling 4 the date of
irnneaciions.

The resulting exchange gain or loss ansing from monetury sssets und habilities, and
forelen currency franspctions wre recognissd in the income stalement.

The officul exchinge rutes used ar the end of the year are;-

W2 i)
LS Dl ("USDY 112500 [ 1R
Deunschie Mark (" EM®) . 560
Extro " Eura”) 1, 16940 QRS20
Jupanese Yen ("1PY") B8 .50
Chimese Youwin ("CNY™) 135.90 133,10
Rassian Ruble ("RLIE") A5.40 6.

(e} Investment secaritics

All investments in secuntics are nitiully recognized at cost, being the fair value of the
considerution given and including acquisition charges associated with the investment.

After initial recognition, investments which are classified as svailable-for-sale are
micasured af fuir value. Gams or losses on available-for-sale invesiments i recognised in
the income stalement.

DMher long-term investments that are intended to be heldto-muturity, such as
povernment bonds, are subsequently messured at wmortised cost using the effective
interest rate method. Amortised cost 15 caloulated by taking inio wocount any discount or
premium on - acquisition, over the period (o matunty, For investments commied at
umortsed cost, grins or losses are recognised in income when the investments are
derecomised or impaired, as well as through the amortisation process.

Adl regular way purchases of [inancial assets are recognised on the trade daie Le. the dute
that the group commits o purchase the nsset. Al regular way sales of lnancial asscts are
recognised on the settlement date e the date the asset 15 delivered to the counterparty.
Regular way purchases or sales are purchasss or sales of [inancial assets that require
delivery of assets within the time frame generully established by regulation or convention
in the market place,



n
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(hj

Loans and advamces

Provision for loin los & made as considered necessary having regard 1o both specific and
peneri] factors. In determining the need for provisions, management considers, among
other things, the financisl position of the borrowers, the value of uny collateral and
puarantess received, industry performance, current economic conditions and past
experiences, Provision made (less amounts rebessed ) during the veur is chiorged agninst the
neome statement,

Basod on the revised puidelines on provisions issucd by Bank of Mongolia in Septem-
ber 2002 pertaiming to provision of loan lossss, there has been s chunge in the provision
estimate [or the overdue classificution. Based on the new guidelines the required
provisions on everdus socounts are 06 (2000 1%k

The provision for loan loss has complied with the requirements of the Bank of Mongolia.
Matarity of loans and advances

The muturity of the loun portfolio 15 presented m Moete 22 which shows the remaining
period of loans from the balunce sheet daie (o the contractua] maturity, Long-term credits
ure generally not availuble in Mongolia excepd for programs sei up by intemational
financial institutions and under povernment fingncing arrangements. However, in the
Mongolian marketplace, shori-term credits are granted with the expectution of renewing
the loans at maturity, Accordingly, the effective maturity of o loan portfolio muy be
longer than indicuted by u classification based on contractuil terms.

Property, plant and ognipment

Properly, plant and equipment are stuted ot cost or ot revalued amount less depreciution
culculated on a straight line hasts over the cstimaled wseful fves of the assct and
impairment in vidue, if ooy, The costs of property, plant and equipment comprise their
purchase cost and any incidental costs of acgquisition.

The revaluation of the Bank's buildings in 2000 had been carried out by independent
uppraisers. The net appraisal increase resulting from the appraisal was credited to the

revaluation surplus accouni

The estimated aseful lives wsed are gs follows:

Buialdings 3il-40 years
Furniture and Fixtures 10 veurs
Compuiers 3 years

Assels under construction are not depreciited. Depreciation of these ussets berins when
the related assets wre pluced in service.

During the veur, the Bunk changed its estmute on the estimated useful life of computers
From 6 vears to 5 years,
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SIGNIFICANT ACCOLUNTING POLICIES (CONTLL )

(i

(o

(k)

(n

(m)

(m)

Impairment of asseis

The Bank reviews the carrying amounts of i1s assets (o determine whether there 15 any
imdication that those usseis have suffered un impairment loss, IF any such indication
exisis, Impairment is measured by compunng the currving vialues of the assets with their
recoverable amounis, Recovernble nmount & the higher of net s=lling price and value in
use, which & messured by reference 1o discounied future cush Qows. Recoverable
pmounis are estimated for individual assets or, i ik 5 not possible, for the cush-penerating
unit to which the asset belongs.

An impairment loss is chisrged to the income statement immediately, unless the nssct 15
carried bt revalued amount. Any impairment loss off a revalued nsset s treated as a8
revaluation decrease 1o the extent of any available previowsly recognised revaluation
suplus fer the same asset.

Diepaosits of costomers

Deposits of customers und other financial institubion are initially recopnised at cost.
Subszequently, for tme deposits with terms over one month, smounts due are stated at
wmortised cost and uny difference between net proceeds and the redemption valee is
recognised in the income statement over the term of the depost using the effective yicld
miethod.

Collateral obtained from boean cusiomers

Collaters] obtained from Joan customers in liew of Founs receivable are stated ul the lower
of 1he agresd value between the Bank und the customers, and the net realisable value. Nei
reilsable value is based on estimated normal selling prices, kess further cosis expacted (o
be incurred to disposal.

Interest bearing horrowings

All borrowings are imitially recognised at cost; being the fair value of the considerstion
received net of issue costs associated with the borrowing. After initinl recognition,
interest-bearing loans and borrowings, are subsequently measured ot amortised cost
using the effective interest nibe method. Amortised cost s calculated by faking into
gecount any issue costs, and any discount or premium on seitlement. Gains and losses
ure recognised in the income statement when the labilitics are derecognised or impaired,
as well as through the amortisation process.

Cash and cash equivalents

Cush sgquivalents are shon-term. highly bquid invesiments with muturities of three
months or less from the date of acquisition and are rendily converiible fo cash with
imsignificant risk of chunges in value.

Statement of cash Mows

The statement of cash fows classifies chionges in cush and cash equivalents sccording to
opcrating, investing und financing activitics. The Bank does not consider any of the assics
other than non-fiduciury cash snd bank balances and short term deposits to meet the
definition of cash and cash equivalents, The stutement of cash Nows s prepared using the
imdirect method.



(o)

Repurchase agreements

Secuntics purchused under resale agreements are securiiies which the bank had purchased
with o commitment to resell gt future dotes. The commitment to resell the secunties is
rellecied as an assett on the balance sheot

Conversely, obligntion on securities sold under repurchuse agreements are securitics
which the bank had sold from its porifolio, with a commitment (o repurchase at future
dates. Such [linancing trunsactions and comsponding obligations to purchase the
socurities ure refllected as a luhility on the balance sheet.

{pl  Use of Estmates
The preparation of the financial statements in conformity with LAS requires the Directors
to mike estimates and assumptions that affect the reported smounts of pssets. and
habalities and disclosures of contingeni assets and habahitics ul the dote the hnancial
sintements and the reported omounts of revenuwes and expenses dunng the reporied
period. Actual results could differ from those estimutes,
INTEREST AND SIMILAR INCOME L) i1
MNT "Doi MINT “H)
Loans and advances T4 655 F943 651
Deposits and placements with other financial institutions 12,400 56,960
Bunk of Mongalis tregsury bills 1057253 U5 66T
Grovernment bonds and secuntiss 463 853 473,550
8575161 2 969 K58
INTEREST EXPENSE ANMD SIMILAR CHARGES L1 201
I "Dl MISNT "Ml
Current wecount deposils 1124045 24322
Time and demand deposits 2 458299 S03.4010
Chhers - S
2970347 528,028
FEES AND COMMISSIONS LI 201
AT DMl NN "l
Pension loun Fees 1123 62 17,122
Acceptunce fess 562,174 208,751
Pensicn paymeni charge 200, B 216,608
Application fees 151335 102 593
Chhers 125795 29327
2. 363571 H9E 952

Others include fees and commission earned from transcation Fees and money transfer fecs.

n
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FOREI:MN EXCHANGE AND TRANSLATION GAINS, NET OF LOSSES

Net foreign currency trunsaction (lossNgiin
Net foreign curnency Iranslation loss

OTHER OFPERATING INCOME

Rental income

Income from penalties

Recovery of colliteral previousty writien off
(Hher imcome

OPERATING EXPENSE

Salnries and reluted expenses
Bonuses and allowances
Communications

Adverising

Depreciation

Emplovee training

Simtionery

Business trip

Trunsportation and fuel supply
Litilities

Mamtenance of properiy, plant and sguipment

Rential expenses
Cher operating expenses

2002
MNT "is)
{186 165}
(1409

{187.577)

L1k
MINT ")
25472
41, {6
31817
34634

139,009

2002
MANT “(s)

1. 385 681
635587
339 654
255330
229331
132813
16,578
| 76,274
169028
[ 49, 161
| 13 iy
k3. THO
317238

4,409, | {5

il 1]
SIMT "0
45217
(%593

36,624

i 1]
MMT "ihon
45,849
14,0012

30655
90,516

ZiuH
VINT i
13,321
327,564
162 029
58,704
134,531
LER
3 450
114,563
100,890
122480
66 437
a0 Ts0
174 Hib4

2,283,665

The nverage number of persons employed by ihe Bank during the vear was mode wp as follows:

Diireciors and heads of departments
Brinch managers

Sub-brunch managers

Oithers

3 swhich:
- Head office
= Branches

B[]
Namber

1]

re)
M2
1.05%

1,432

L1
{333

1432

1]
MNumber

)
%

iln
L

9aa

[z
Ba7

w9
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PROVISIONS
2002 2oy
MMNT "MK MINT M)
Provision{ R ecovery of provision) for loan losses B 701 (184,116)
Provision for securities 14,447 -
Provisionsi R ecovery of provision) for other receivable 36,933 (75,647)
156,081 (259,763]
TAXATION
2002 20y

MINT "M MINT "M
Mongolian tsation based on results For the year

- Current L2923 M 559,981
- Underproyision in prior year B30 -
I 374,678 559,981

The Bank provides for income taxes on the busis ol its income for financial reporting purposess,
uijusted for items which are not wssessable or deductible for income fax purposs, in
wecordunce with the regulations of the tux suthorities. The tux rute is 13% for taxable profits
up to MNT 100 million and 405 for taxable profits in excess of MNT 100 million.

A reconctlintion ol mcome tax expense applicable (o profit from operating activities before
income fax #i the staiutory Income tux e Lo income tax expense uf the Bank’s effective
income tax rate [or the years ended 31 December was as [ollows:

2002 2001
NINT "W MWINTT "0
Income bk af statutory rates based on profit before taxation [ 300,656 552,368
Tux exempt iIncome (2040, 664 ) (15%,432)
MNon deductible expenses 152,582 197,45
Underprovision in prior year BI308 -
Provision for inoome i6x [374,67T8 359,981

DEPOSITS AND PLACENMENTS WITH OTHER BANKS AND

FINANCIAL INSTITUTIONS
202 2
NINT (i) NINT ik
Balances with Bank of Monpolin 2,793 467 T71L720
Balances with other bunks and financal institutions 3232 188,957

3,105,504 06T T

Balances with Bank of Mongolia sre maimtained in accordance with Bunk of Mongolia
reguirements and bewr no interest. Foreign currency deposit neconnts with Bank of Mongolia
bear interest runging from 1% to L9 (2000 1.1%% to 4.6%6). The balances mamtained with
Bank of Mongolia are determined at set percentages based on 15 davs pverage cash balances.

13



13, DEPOSITS AND PLACEMENTS WITH OTHER BANKS AND
FINANCIAL INSTITUTIONS (CONTIL)

Balances with other bunks and faancial mstilutions represenl Tofeign cufrency curreni
pecounts muiniained with foreign financial institutions, which are generally denominnted in
LIS Deollirs anad besr no interest (2001 Nil).

O 26 Movember 1999 the Mimstry of Finance and Economy (MOFEand Bank of Monoglia
entered inte a4 "Special Agreement” with the Deuische Gesdlschafi Fur Techmische
Zusammenarbert GmbH (GTE) For "creation of a Rural Finance Svsiem” project (ihe Project ),
The objective of the Project is to ussist in the development of the niral financoel sector of
Mongolia through & rural lending program o be implerneted by the Bank. The Bank is
responsible for the ssuance and collection of loans extended under the Project.

As ol 31 Doecember M2, GTE has disburssd DM 1 million through the MOFE for the
establishment of the loan fund, and the Bank has lent owl approsimately MNT 366 million
(204 ]: MNT365.1 million), Balances with the Bank of Mongolia includes a depeosit of USD
Kil (MNT Mil) {2000: USDIS2 336 (MNT00.9 million ) representing thit part of the funds
received by the Bunk which have not yet been loaned to the rurul finuncial sector. The related
Hability (i.2. the total amount of funds received by the Bank under the Project) is recorded as
part of Governmeni deposits (see Note 18]

1Y INVESTMENT IN SECURITTES

22 Mkl
MMNT (Wi MNT "o

Bank of Mongolia bills 10,537,299 10,604 (00
Covernment bonds 3,005,939 -
13,343 23K 110,608 (M

Accretion of discounis
Provision for dimunition in value of government bonds (17,258} 5,245
(24.447) =
13,741,533 10,597,752

Bank of Mongolin bills are non inferest bearing shor term bills with maturities of less than
three months, and are Bsuad at o discount 1o the e value of the bills upon matury, The
effective annuul interest rates of these bills mnge from 4.43% to 14.5% per unowm {301 7.5%
i 14, 3% per annum ).

Crovernment bonds are issued by the Ministiry of Finanee and Economy with masturities

ranging from 90 days to 720 doys. Annual interest rtes are in the range of 4.54% 1o 15.8%
(20M0] + B.4% 10 14,45%:)

14



14, LOANS AND ADVANCES

Smull husiness loans
Pensioner's loan

Herder's loans

Payroll laans

Siafl loans

Accrued interest receivable
Oihers

Ciross Ioans and sdvances
Provizion for loan losses

Mel loans and advances

Others include agniculture loan, investment loan and loans secured by deposit.

Loans and advances analysed by their economic purpese are as follows;-

Trade
Agriculture
Others

Others include pension loans, puyroll boans and stafT loans.

Movemenis in the non-performing loans are s follows:-

Crross non performing loans as at 31 December
As a percentiuge of gross loans and advinces
Tal net non-performing logns

As a percentiuge of tolal net logns

Movements in the provision for specfic losn loss sccounts are as follows:-

Bulance at 1 Junuary
Churge for the vear
Recovenes

Written aff

Balance at 31 December

2002 2ol
MMNT WM MINT “iNp
14 AR {178 1013187

2805 b ATT, 068
2 R74.357 Qb A L
4 10 355 1154, 230

421050 I3, 595

303550 2062

632 UK 12237
25 556255 Lk, B 7%, S{TH

[ 3H,E35) (1228541
25 09420 [, 056,954

202 207
MINT "W MNT “iHE
14,541 K79 T 15,030

22615 i, Gl
TG4 Y G 29315 254
25 09 420 [ib, 056,554

I 645 41.045

(LE 4%
91,771 LR, 3040
(L 1.2%

122 854 3,004 544
¥13 081 120,950

- (303, 0661

i (2,697,579
_M6RI 120

At 3] December 20402, all loans and advancs (o bormowers are denominted i Togrog and

imterast rate ranges from 3% to 72% per annum (20000 - 48% to 600G per annum ).

Loans und advancs amounting to upproximaiely MNT 235 billion at 31 December J002 (2001

MNTY9 billion p were classified as normal and provided with a |

s loss reserve, Further, loans

umounting to MNT 197 milion (2001 MNT42 million) were classified a5 non-performing
lonms ("WPL") 85 of 31 December 2002 and speatic provisdns of MXNT 98 million (2000

MMNT24 million) have been allocuted against the NPLs.

15



14.
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LOANS AND ADVANCES (CONTIL )

At 31 December 2002, included in loans und advances balances ure loans and advances
pimomting to MNT 140 million {2000; MNT38 million) for which interst meome has been
suspended and previously acorued interest receivable s clawed back, in accordance with Bank
of Mongolin guidelines,

Included in the income stement i3 recovery of loans and advancs previowsly writien off
wmounting to MNT 129 mallion (2001: M),

The current practice of the Bank 15 to base the level ol speailic provisions on un evaluation of
exch customer's present situnnion, As such, the provisions are based on conditions prevailing
nnd information available at the date of these financial statements. The provisions do mot

incorpoenile an issessmenl of the potential for future detenoration in the asset quality of the
Bank.

The provision for possible loan losses 15 considered adequate by the mansgement based upon
their fommil review and analvsis of existing eredils using their knowledpe of prevailing and
gntciputed economic conditions.

OTHER ASSETS 2002 (i
MMNT ") MMNT "W
Consumables and inveniories 527,591 204,325
Receivables 154 648 il =4
Oilser 0638 46,851
TITHIT 30035
Prosision for probable losses {150,156} (37.055)
627,721 1'?1.'5"3!'1

Movements in provision for probable fosses ang as follows;

Balonce at 1 Janoary 275 | 4l 46
Chiwrge for the vear 137,505 AT.641

Recoveries (14.524) (113,288]
Written aff . (1A77,730)

150,156 27 035



6. PROPERTY. PLANT AND EQUIPMENT

I7.

Al costivalisation
At | January 2040]
Additions
Disposalsiwrite off

Al 3] December 20101

Accuminlated depreciation:

At 1 Jenuary 211

Depreciation charge for the vear
Dhsposalsiwnte off

At 1] December 2002

Mel Book Valoe,
31 December 2002

Mei Book Value,
3 December 200

Huildings
MNT "0

4546 380
261,544
{16,540

4810978

2535237
il L]
{15.615)

2685938

2 125 050

2031147

Furniture.
fixitures and
vithicles
MIMNT ")

505,24
334568
{TLE18)

183,575
143
(32273}

183,443

#9927

411,643

Cismputers
NMNT 00

477117
921,054
(6,397}
1,392,674
128,834
|28 8T
{10435}

247,619

1145055

M2 R3

Tutal
NI (W)

5635717
I 738 466
(961610
7281022
2847 642
329,351
[57,983)

3,118,990

4,162,052

2191075

The cost of bulldings 15 shown at cost and valuation. Included in the cest of buildings is an
wmount of MMNT3,3580609 thousand (2001; MNT3, 349,600 thousand) carried at valuntion
which was done in year 20000 by & professional valuer.

DEPOSITS FROM CUSTOMERS

Wiz 200
MNT 000 MNT MM
Current wecounts 9,500 368 33015216
Deemand deposits 4. TH3. ] 2463502
Time deposits 2317898 E93IT95
Cither deposits 361 829 127,493
37,825,656 16,840,006

Currenl acoounts generally bewrs no interest. Démand deposits wre interest beaning and may
be withdrown wpon dermund. Foreign currency demand deposits bear an annuil interest rte
ranging from A% to 3605 in 2002 (2000 1.8% o 3.06%). MNT demand deposits bear an
annual interest rute rnging from 2.4% to L6 m 2002 (2001 2.4% 1o 4.8%%)

Foreign currency time deposits bear an annuil interest rate ranging from 3.6%: (o 7.2%

(2000 = 3.6% 1o 7.2%:), while for local currency time deposits, from 4.8% to 18% (2001 ; %6%
to 18%)

7



15, GOVERMNMENT DEPOSITS

22 il 1] |
NINT "M AT '
Crovernment deposits 1258 576 Ta21. M2

Ciovernment deposits consast of deposit accounts of sate and local government unifs and
generilly bear no interest. However, for balances above a prescribed limii interest s provided
al annual rates ranging from 2.4% 1o 3.6% (2001 1.2%6 10 2,4%)

Also included in Government deopsits at 3] December 2002 = MNT66 milion (2001
MNT566 million) representing the funded lown extended by G T through the MOFE {see note
13

1%, LOANS FROM BANK OF MONGOLIA

2 Ml
MMNT " AMNT "l
Term Laonn | 1125 .
Term Loan 11 56,250 -
Term Loan I [ 49743 .

15493
JTerm Lonm 1

The loan is denominated in USD and bears service Fee at 1% per annum, with principal sum
repiable by 5 equal annual instalments commencing | December J03, The loan was taken
o purchase computer eguipment.

Term Louwn 11

The loan s denominuted in USD and bears service fee ai 1% per anoum, with poincipal sum
repayable by 5 equal annual instalments commencing 1 December X3, The lonn was taken
for additional work performed on the BANCS software implemented by the Bank.

Term Loan 111

The lown is denominaied in USTY anc bears interest ar % per anmum, with interess payment
commencing in 2007 and poncpal sum repayable by 30 equal mstalments commencing |
December N2, in which the bsan is interest frée for the first five vears, The loan was for the
Bank's portion of the BANCS software purchased.

20,
OTHER LIABILITIES o2 Al 1|
MNT (WD MNT 'ton
205,695 Bl.618
Payables 632 {80 170484
Accrued interes) 33,009 110,749
Cher pavihles
B0, 784 363,316

18
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STATUTORY FLIND

2iMi2 2001
NINT (W MMNT (M
At 1 Junuary 4,574,150 2. 0, O
Issued during the year . LET4 1M
At 3] December 4,574,130 4,574,100

Al 3| December 2002 the statutory lund was wholly owned by the Mongolian Government.
RISK MANAGEMENT POLICIES

Managemieni of risk is fundumental 1o the-bunking business and 15 an essentinl element of the
Bank's operations. The main risk imberent to the Bank's operations are those related 1o credit
exposures, liguicity and marker movements in interest rutes and foreign exchange riles. A
description of the Bank's risk management policies in relation to those nisk are as follows.

Credit risk

The Bank is exposed to credit nisk which is the rsk thal & counter party will be unible o pay
iounis in full when due: The Bank structures the levels of credin risk it underakes by placing
limils o the dmoeount of risk accepted in reltion to ene barrower, or group af horrowers, and
to mdustry segments. Such nsks are monitored on o revolving basis and subject (o an annual
or more frequent review, Limits on the level of credit risk by borrower qand product are
approved resularly by the Bank's management team.

Exposure 1o credil nisk iz managed through regubiar analysis of the ability of borrowers and
potential borrowers to meet interest and capital repayment obligations and by changing these
lending limits where appropriate. Exposure to credit risk 15 also managed in part by obiainimg
collaterul und corporute and personal gusrantees.

The Bunk does not enter into other rednted commitmenis such as goarantees and stindby letier
of credit, and documeninry wnd commercinl letter of credit.

The geographical concentration of manetary assets and Dabilities are as Tollows,

e e R
Mongolia Farclgn Total
Asscis
Cash and short term [inds R033.u34 . 033,934
Dieposits and placements with other
hanks and financial institutions 2795 442 312,312 3,105 K04
Invesiment in securities 13741 533 = 13,741,533
Loans and advanos, nel 25, W A1) . 25.208.420
44,778,379 312,312 43,090,691
Deeposits from customers
Government deposits 37 825 656 - 37825 656
Loans from Bank of Mongohin T.258.57h - 7258576
118,493 - J1E,49%
45402 715 - 45,402 725
Mot position 624,346 312312 (31 2,034)
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I, RISh MANAGEMENT POLICIES (CONTIR)

2000 (WIN T D
OECTY mnad

Mongalia Oithers Total
Assies
Cash und shor term funds 1,937 465 - 1937 4465
Dreposits and placements with other

banks and limancial instituiions LT 1RE 957 6T

Investment in secumties ik 547,752 - 10,597 752
Loans and advances. nel k056,954 - 10056 %54

23.363.89] 1RE 957 23,552,848
Liahilities
Deposits from customers [, B DM - 16, 840 (ks
Crovernment depsasits TA20 002 - 1527102

14.35'-!.?% - 24367, T
Met position t]_,{:rLlJ,EI Th IEH_,'J'E'.’ lH_H,Hﬁl'Ir
Currency risk

The Bank 15 exposed 1o effects of Auctuations in the prevailing Forsign currency exchange ratss
on its [inancial position ond cash Mows. The Bank’s management sets limits on the kevel of
exposure by currencies (primanly LSRN, These limits also comply with the minimuam
requirement of the Cenirel Bank of Mongalis.,

The Bank’s exposure 1o foreign currency exchange rate risk & as follows:

200 (MINT I}
Foreign
MNT CHUITEmCicS Toral
Assifs
Cash and shon term funds 2491354 542 580 3033934
Deposits and placements with other
banks and lmancial institutions 1,475,881 1,629,523 N LIS 2

Imvestment in secumties 13,741,533 - 13,741,533
Loans and advances. nel 25, M0 420 - 25204 420

42 018,184 2172503 45,0500 691
Liahilitics '
Deposits from customers 15,884 317 1541 119 A7 HIA5.656
Government depsosits T.X5H.5Th - 1.258_ 576
Loans (rom Bank of Mongolia L] IR 403 118 493

43,143,113 T 250612 454402725
et position (129 15) (BT, 10y (312034



I RISk MANAGEMENT POLICIES (OONTDL)

Assels
Cash and short term funds

Dieposits and placements with other

banks and financial institulions
Ivestment in secumilies
Loans and advances, net

Liabilities
Dreposils from customers
Crovermment deposils

Mel position

Ligquidity risk

OO (WENT 0K
Forelgn
MNT currencies Total

1842025 B3, dedih 1,937 445
459 820 MM 85T SHalG7TT

[ 0,597,753 . 10,597,752
10,056,954 - 10,056,954
22.956,55] o6, 207 23,552 848
16418 664 421,342 16,540 (606G
1527, - 74277002
RER 421,342 24,367,708
{UR9.815) i 74,055 (=14, 560)

The Bank is exposed to frequent calls on its available cash resources from current deposits,
muturing deposits wnd loan drawdowns. The Bank maintains Hguidity munagement with the
objective of ensuring thit funds will be aviiloble wt ull times to honor all cash Now obligations
s they become due, The Bank’s Assets and Linbilities Management Comimines seis limits on
the minimum proporion of mataring funds availible 1o cover such cash outflows and on the
minimum level of interbank and other borrowing facilities that should be in place 10 cover

withdrawals a1 unespected levels of demand

The contractusl maturites of banking asscts and Labilities for the vear ended 31 December

02 15 ws ollows (MNT million)!

Less than 3
muimths
Assuis
Cash and shor term funds 1034
[eposits and placements with other
banks amd financial institutions 3,106
Inviestmient in securities 11301
Loans and advances 3367
Dher assets 624
Property, plant and equipment
21436
Linbilities
Dreposits [hom customers 27874
Crovernment deposils 1259
Onher linbilities 871
Loans from Bank of Mongoli -
Tux pavable 12
36,016
Mel position (14,5350
Accumulated gap (14.530)

Ito b
‘mnmths

3435
10,15

10.541

5172

4,768

{9.511)

6 months
in | venr

-
L]

134

12,034

4.1 5db

k)

4219
iA1a

(1.996)

lin§
YEATS

1,306

733

1619

136

154
1.463

533)

Over &
YORTS Todal
3034
Li06
- 3,742
B9 25 ME
- G18
LI62 4162
4,251  49.EK1
- 378N
- 1254
- Ll |
i34 39
- 12
124 46,287
4,127 3504
1504




I, RISK MANAGEMENT POLICIES (CONTD.)

The contractual matuntes of banking assets and Labilities for the yveuar ended 31 December 2001 &
& Follows (MNT million):
Less than Jwh Gmonths Ttod  Over S

Imanths  months  fo | year  vears  vears Tidal
Assely
Cash and short term funds L1537 - - - - 1937
Deposits und placements with other
banks and financial institutions il - - - - Sl
Investment in securities 10,595 - - - - 1059
Loans and advances 2537 5474 8504 ] LE RN 1
CHher nssets X3 - - - - 263
Property, plant and equipment - - - - 2791 2791
16,326 i474 1. HE 67  2EE4 26637
Liahilities =it il e g
Dieposils [rom customers 43 TADG 1,03] - - |eHHE
Crovermment deposits T.528 - - - - T.524
Chher liabalities 363 - - - - 363
Tax payables 91 - - - - 191
16443 T A0 103l - S, L
Met position (159 [1.933) B35 67 2HE4 1715
Accumulated pap (159 (2091  (L.236)  (L16%  1.715

The mutunty gap analvsis does not reflect the istoncal stabality of current accounts, whose
liquidation has histoncully taken place over a longer period than indicated in the tuble above. The
tabie 15 based upon these acoounts' entitlement o withdraw on demand.

Intcrest rate risk

The Bank i5 exposed 1o the effects of Quctuations in the previdling kevels of murket interest nites on
its financial position and cash flows, [nterest rate risk is messured by the extent 1o which changess in
market interest rates impact morgins and net income. To the extent the term structure of interest
bearing assets differs from thai of labilities, net of inierest income will increase or decrense us a
result of movements in interest rates; The Bank's expected repricing and maturity dates do not difTer
cignificantly from the contract duies, which are disclosed in the Hguidity risk table above.

Interest rate risk s managed by increasing or decreasing positions within limits specified by the
Hank’s management, These limits restnict the potential effect of movements in interest rates on
imterast mucrgin and on the value of intersst sensitive ussets and liabalities,



I, RISk MANAGEMENT POLICIES (OONTDL)

The Bank's mterest rute policy is reviewed and approved by the Bunk's Assets and Liabalitics
Management Committes. The Bank’s averipe effective interst rates as ol the years ended 31
December 2002 und 2000 for monetary financial instruments are a5 follows:

The Bunk's interest mute policy = reviewed und approved by the Bank’s Assets and Linbility
Managemeni Committes. The Bank’s avernpe effective intersst rates as ol the vears ended 31
December 2002 und 2001 for monefary finuncinl instruments qare as follows:

iz i

MINT LsD MNT LsD
Interest carning assets
Placement with other banks - 0% - 1.9 - 1% - 4. 6%
Bank of Mongolia bills 44%-14.5% - T 14.3% -
Crovernment honds 4.5 - 158 - - -
Loans io customers 21%%- T2% - 4570 1o B -
Interest bearing liabilitics 24% o 4.8
Demand deposits of customers . 2.4%-96% LEW-36%  96% 0o 18%  1.8% to 3.6%
Time deposits of cusiomers 40%-18% 36W-T2% [2%io24% 3465 0 T2%
Crovermment deposits 2.4% - 3.68% - - -
Loan from Bank of Mongzalia i - -



I3, TRANSACTIONS WITH RELATED PARTIES

The transactions with related parties of the Bank in 2002 and 2001 relate solely to loans to key
munagement personnel as follows:

Zandanshatar G.
Delgerman Cr.
CHponpargil
Tumen Lk
Sukhbat 5.
Batspikhan Che

Erdenechimeg M,

Enkhbsaxld I,

LEhagpvasuren Y .

Mynmsuren B,
Enkhbat L},
Tuul T.
Cryunchimeg Ts,
Bathayar 5.
Nyamaas Ya.
ldertsop A
Erdenechimen 8.

Repayable

- within | to 5 years

- OWET 3 yours

Yice Darector

¥ice Dharector

Head of Branch

Head of Branch

Chief nocountant

Head of Internal Audit Depertment

Head of Branch Supervision
Depariment

Head of IT Depi

Head of Branch

Head of Branch

Head of Branch

Head of Branch

Head of Special Assets Diepuriment

Head of Branch

Head of Branch

Head of Branch

Head of Branch

Provision for probable losses

Tital

02
MMNT' (M)

[4.515
7,700
9,080
9,038
958
K873

B234
2087
4,790
851
6,714
3,053
307
327
T3
245
10

[LER

41 189
3R, m00

LR A

{1,004

#.aT

L1 |
VT D

14,885
5763
N.T5Y
9423
8315

8635

1 i)

1 BN}
1 BN}

{B15}

1. 142

The loans to Bank's emplovees beur anneal interest rates of 5% 1o 21% 0 2002 (2001; 534 to

24050



4. CAPITAL ADEQUACY

The Bank of Mongolis requires commercial banks to mamiaim o core capitsl adegquacy ratio
of #4% and risk weighted capital ratio of 107, compiled on the basis of tolal equity and total
ussets as adjusted for their risk. As at 31 December 2001, the Bank has a core capital ratio of
E.95% (2001 ; Exempled) and risk weighted capital rutio of 11.85% (2001 : Exempled). as
computed below;

M2
MNT "D

Tier 1 cupital

Statutory fund 4,574,130
Accumulated loss {LEG 63X
Total Tier [ Capital 2713492
Tier 1 capital

Revaluntion reserve EHLNLS
Toial capatalicapiial base 3 5 605

Breakdown of nsk weighted assets in the vanows catepones of rsk weiphts are s [ollows:-

M2
MMT "I

o] 19,568 959
i >

1] 312312
Hi :

F 19,915,037
1]

Toal ARG 3
Core capitul ratso 9.05%
Risk weighted capital mtio L1594



15, COMMITMEMNTS AND CONTINGENCIES

i)

b}

cl

In the normal course of business. the Bank mukes vanous commitments and imcurs ceriam
contingent liabilitics with legal recourse to its customers. Mo material losses are anticipated as
i result of these trunsactions,

002 2

MINT "M BN O

Ministry of Food and Agricaliure Loans A6, B 1,743 Ri}5
Accruad inferest on Louns by the Ministry of Food

and Agriculture 307222 S ]

Crther off balamoe sheet ilems T.432.5350 TS 604

Capital commitment - 168177

9,420,436 9.922.757

Ministy of Food und Agriculiure Loans

The Bank extended MNT 1.7 billion of loans to agriculiural companies under Banking Service
Agreement with the Mimistry of Food and Agriculiure iMFA) dated 7 May 2001, Under this
pgreement, the Bank is responsible for the distribution of the loans to the borrowers selected
by the MFA, [or the monitoring of the borrowers' compliance with loan agreements, and
providing the MFA with timely information on the status of these loans.

The Bunk exrns interst income of 00,2% per monih on the interest puid by the borrowers and
service charpge at 0.25% on the amount of loans sswed. No new loans were distibuted m the
veiur ended 31 December 2002, Mo mierest income and service charge was eamed for the year
ended 3] December B2 (2001 MNT 4.6 million).

Crher off balanee sheet items

Al 31 December 2002, other off bulance sheet 1iems consisted mainly of loans of MNT 4.1
hillion {inclusive of intenst ), receivables of MNT 537 million and collateral assels obtained
from customers amounting (o MNT 125 million that were written off in prior years.

Also included as other off balance sheet 1tems are "Inherited ™ and "Directed” loans amounting
to MNT 1.2 billion along with acerued interest of MNT 1.1 billion {2008 MNT 1.2 billion
plus accrued interest of MNT 1.1 billion).

Copital commitments

At 3 December 302, the Dhrectors huve not suthomsed any capital commiments of
significunce.



i FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The fellowing table summanses the currving vilees and fair vulues of financiel sssets and

hiabihitses of the Bank.

Carrying amount Fair value

AMNT "D MET "

Assels
Cash amd short term funds 30035914 3033934
Deposits und placements with other bunks und financial instiubons 3105504 3,105, 504
Investment in secunties 15,741,533 13,741,533
Loans and advances 25.20A 47 25,M9 420
Chher nssels 627,721 627,721
Property, plant und eguipment 4. 162,032 4,162,032
Toial Assels 49 =80 444 49 EH0 444
Liahilities
Dieposils from customers 37 BI5.654 37,825,656
Crovermment deposits T258.5Th T.258.5Th
Ohiher liabilites 31E.403 I1E 405
Loans from Bunk of Mongolin T TR4 B0, THE
Todal Liabahities 46,273 500 46,273 509

As no readily available market exist for a lorge part of the Bank's financial instruments,
Judgment 15 necssary in armving at bur valee, based on coment economic eonditions and
specific nsks attributnble to the instrument. The estimutes presented hersin are nod necessarly
indicutive of the amounis the Bank could realise in a market exchange from the sale of its full
holdings of o particular instrument.

As of Diecember 21, 102, the [ollowing methods and assumpirons were used by the Bank 1o
estimate the fair valee of each class of financial instrumeni for which it s practicable 1o
estimate such vilue:

Cash amd short term famls

For these short term instruments, the currving amount is a reasonable estimate of fair value,
Deposiis and placements with other banks and financial institutions

For these short term instruments. the currving amount is a reasonable estimate of fair value,
Investment in socurities

As st out in Mote 3, secunties held by the Bunk for investment purposss us of December 31,
HX2 are curried ot cost and fair value, adjusted for aceretion and amortisation of discounis
und premiums, respactively, less any provision for permanent diminution in value.

Loans and advances

The fair value of the loan portfolio1s based on the credit and interest rate churactenstics of the
individunl loans. The estimation of the provision for loan losses includes considerntion of risk
premiums applicable to varous types of loans based on fectors such as the current situation
of the borrower and collateral obtained. Accordingly, the provision for loan losses is
considered a reasonable estimate of the discount reguired to reflect the impact of the credit
risk. The carrving smount of loans s 4 reasonable estimute of fair value,



i,

FAIR VALUES OF FINANCIAL ASSETS AMD LIABILITIES (COMTIN)

Oither asseis

For thess short term instruments, the carrving smount is a reisonable estimate of fair value,
Depaosits from costomers

For these short term instruments, the carrving smount s a rejsonable estimate of far value,
Grovernment deposits

For these short term instruments, the carrving smount s a reisonable estimate of far value,
Loans from Bank of Mongolia

The fuir vilue of loans from Bank of Mongolie is stated at carrving amount doe to the
extensive peniod thut ther financial instruments are held.

SUBSEQUENT EVENT

Pursuant to the "Pnvatisation Guidelines for 2001 -2004" approved by the State Tkh Hural,
the Government of Mongolia sdopted the Privatisation Program for 2002 in May 2002,
Within the framework of this Progrmim, the Government approved the sale of 10805 of the
Bank’s total shares through a competittve tender. On 14 Tonoary 203, the Government of
Monpolia, through iis agent, The Siate Property Company had entered into a sale and
purchase agreement with H.5. Secunitics Co Lid. for the sale of its entire stuke in the Bank.

CONMPARATIVE FIGURES

The comparntive Mgures are hased on financial stniements audited by another firm of auditors
5 Ernst & Young Mongolia Audit Co, was appoimnisd only for the audit of the current year's
resulis.

Certain compurative [pures have been reclassified to conform with current year's presentation.
MOMNGOLIAN TRANSLATION

These financial stulements wre also prepared in the Mongolian langunge. In the event of

discrepancies or contrudictions between the English version and the Mongolian version, the
English version wall prevail.



