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5. Financial risk management continued 
 
(d) Market risk continued 
 
The average effective interest rates at 31 December 2007 and the periods in which interest-bearing 
assets and liabilities denominated in Slovak crowns reprice were as follows: 
 
 
  

Effective 
interest 

rate 
% 

 
 

3 months 
or less 

Sk ‘000 

 1 year or 
less but 

over 
3 months 

Sk ‘000 

  
 

1 – 5  
years 

Sk ‘000 

  
 

Over 5 
years 

Sk ‘000 

  
 
 

Total 
Sk ‘000 

           
Interest-bearing assets           
           
Cash and cash 

equivalents 3.65 7,165,320  -  -  -  7,165,320 
Trading assets 4.50 18  38,142  1,009,146  1,242  1,048,548 
Loans and advances 

to banks 1.50 6,509  -  -  -  6,509 
Loans and advances 

to customers 6.17 6,623,854  1,949,706  832,653  183,742  9,589,955 
Investment securities 4.50 172,393  47,313  2,591,260  251,611  3,062,577 
           
  13,968,094  2,035,161  4,433,059  436,595  20,872,909 
 
 
Interest-bearing 
  liabilities 

          

           
Trading liabilities - -  5,459  52,944  -  58,403 
Deposits by banks 2.48 608,038  -  -  -  608,038 
Customer accounts 1.93 15,201,431  -  -  -  15,201,431 
Loans received 1.80 -  210,326  -  -  210,326 
   

15,809,469 
  

215,785 
  

52,944 
 

- 
  

16,078,198 
           
           
Off balance sheet items  1,272,500  1,234,500  3,556,750  -  6,063,750 
           
Interest rate repricing gap  (1,841,375)  1,819,376  4,380,115)  436,595)  4,794,711|
           
Cumulative interest rate 

repricing gap 
 

(1,841,375)  (21,999)  4,358,116)  4,794,711)  -)
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5. Financial risk management continued 
 
(d) Market risk continued 
 
The average effective interest rates at 31 December 2007 and the periods in which interest-bearing 
assets and liabilities denominated in Euro reprice were as follows: 
 
  

Effective 
interest 

rate 
% 

 
 

3 months 
or less 

Sk ‘000 

 1 year or 
less but 

over 
3 months 

Sk ‘000 

  
 

1 – 5  
years 

Sk ‘000 

  
 

over 
5 years 
Sk ‘000 

  
 
 

Total 
Sk ‘000 

           
Interest-bearing assets           
           
Cash and cash 

equivalents 3.67 13,027  1,199  -  -  14,226 
Loans and advances 

to customers 5.37 5,547,332  628,877  313,246  13,795  6,503,250 
           
  5,560,359  630,076  313,246  13,795  6,517,476 
 
 
Interest-bearing 

liabilities 

          

           
Deposits by banks 4.71 2,443,268  -  -  -  2,443,268 
Customer accounts 2.47 4,153,437  -  -  -  4,153,437 
Subordinated debt 5.24 1,269,361  -  -  -  1,269,361 
           
  7,866,066  -  -  -  7,866,066 
           
           
Off balance sheet items  502,182  1,335,536  6,017,254  -  7,854,972 
           
Interest rate repricing gap  (2,305,707)  630,076  313,246  13,795  (1,348,590)
          
Cumulative interest rate 

repricing gap 
 

(2,305,707)  (1,675,631)  (1,362,383)  (1,348,590)  -
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5. Financial risk management continued 
 
(d) Market risk continued 
 
The average effective interest rates at 31 December 2006 and the periods in which interest-bearing 
assets and liabilities denominated in Slovak crowns reprice were as follows: 
 
 
  

Effective 
interest 

rate 
% 

 
 

3 months 
or less 

Sk ‘000 

 1 year or 
less but 

over 
3 months 

Sk ‘000 

  
 

1 – 5  
years 

Sk ‘000 

  
 

Over 5 
years 

Sk ‘000 

  
 
 

Total 
Sk ‘000 

           
Interest-bearing assets           
           
Cash and cash 

equivalents 3.88 10,953,749  -  -  -  10,953,749 
Trading assets 4.32 224  12,042  98,526  199,422  310,214 
Loans and advances 

to banks 1.50 461,003  -  -  -  461,003 
Loans and advances 

to customers 6.44 7,491,611  364,425  1,007,827  270,988  9,134,851 
Investment securities 4.49 309,665  30,162  1,069,666  706,803  2,116,296 
           

  19,216,252  406,629  2,176,019  1,177,213  22,976,113 
 
 
Interest-bearing  

liabilities 

          

           
Trading liabilities - 224  12,042  98,526  -  110,792 
Deposits by banks 4.15 1,435,490  -  -  -  1,435,490 
Customer accounts 3.72 16,083,772  -  -  -  16,083,772 
Loans received 1.80 -  210,326  -  -  210,326 
           
  17,519,486  222,368  98,526  -  17,840,380 
           
Off balance sheet items  1,915,000  196,250  2,137,500  356,250  4,605,000 
           
Interest rate repricing gap  1,696,766 184,261  2,077,493  1,177,213 5,135,733 
           
Cumulative interest rate  

repricing gap 
 

1,696,766 1,881,027 3,958,520  5,135,733  - 
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5. Financial risk management continued 
 
(d) Market risk continued 
 
The average effective interest rates at 31 December 2006 and the periods in which interest-bearing 
assets and liabilities denominated in Euro reprice were as follows: 
 
 
  

Effective 
interest 

rate 
% 

 
 

3 months 
or less 

Sk ‘000 

 1 year or 
less but 

over 
3 months 

Sk ‘000 

  
 

1 – 5  
years 

Sk ‘000 

  
 

over 
5 years 
Sk ‘000 

  
 
 

Total 
Sk ‘000 

           
Interest-bearing assets           
           
Cash and cash 

equivalents 3.73 1,280,990  -  -  -  1,280,990 
Loans and advances 

to customers 4.39 2,424,604  620,864  670,296  15,498  3,731,262 
           
  3,705,594  620,864  670,296  15,498  5,012,252 
 
 
Interest-bearing 
  liabilities 

          

           
Deposits by banks 3.60 2,513,172  -  -  -  2,513,172 
Customer accounts 3.75 5,665,742  -  -  -  5,665,742 
Subordinated debt 4.13 1,304,860  -  -  -  1,304,860 
           
  9,483,774  -  -  -  9,483,774 
           
Off balance sheet items  447,564  4,672,414  5,847,958  1,673,394  12,641,330 
           
Interest rate repricing gap  (5,778,180)  620,864)  670,296  15,498 (4,471,522)
           
Cumulative interest rate   

repricing gap 
 

(5,778,180)  (5,157,316)  (4,487,020)  (4,471,522)  -

 
Foreign exchange risk 
 
Foreign exchange risk arises from the impact on the value of financial assets and liabilities from 
changes in foreign exchange rates. 
 
The policy of the Bank is to maintain minimal net exposures to foreign exchange risk.  Limits are 
set for individual foreign currencies and the Bank also uses forward foreign currency contracts to 
hedge balance sheet positions. 
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5. Financial risk management continued 
 
(d) Market risk continued 
 
The Bank had the following foreign exchange positions at 31 December 2007: 
 
  

Euro 
Sk ‘000 

  
US dollar 

Sk ‘000 

  
Other 

Sk ‘000 

 Slovak  
crown 

Sk’000 

  
Total 

Sk ‘000 
          
Assets          
          
Cash and cash equivalents 14,226  1,817,378  46,849  7,165,320  9,043,773 
Trading assets -  -  -  4,067,702  4,067,702 
Loans and advances 

to banks -  3,579  -  6,509  10,088 
Loans and advances 

to customers  6,503,250  897,675  10,815  9,589,955  17,001,695 
Investment securities -  -  -  3,062,577  3,062,577 
Other assets 2,488  4,755  321  62,656  70,220 
          
 6,519,964  2,723,387  57,985  23,954,719  33,256,055 
 
 
Liabilities 

         

          
Trading liabilities -  -  -  2,944,474  2,944,474 
Deposits by banks 2,443,268  157,591  33,024  608,038  3,241,921 
Customer accounts 4,153,437  2,116,396  533,247  15,201,431  22,004,511 
Loans received -  -  -  210,326  210,326 
Subordinated debt 1,269,361  -  -  -  1,269,361 
Corporate income tax 

payable -  -  -  19,269  19,269 
Deferred tax liability -  -  -  5,500  5,500 
Other liabilities  62,915  67,980  13,788  443,852  588,535 
          

 7,928,981  2,341,967  580,059  19,432,890  30,283,897 
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5. Financial risk management continued 
 
(d) Market risk continued 
 
The Bank had the following foreign exchange positions at 31 December 2006: 
 
 
  

Euro 
Sk ‘000 

  
US dollar 

Sk ‘000 

  
Other 

Sk ‘000 

 Slovak  
crown 

Sk’000 

  
Total 

Sk ‘000 
          
Assets          
          
Cash and cash equivalents 1,307,837  3,694,435  29,767  10,975,695  16,007,734 
Trading assets -  -  -  7,893,866  7,893,866 
Loans and advances 

to banks -  -  -  461,003  461,003 
Loans and advances 

to customers  3,736,312  876,625  246,337  9,136,500  13,995,774 
Investment securities -  -  -  2,119,306  2,119,306 
Other assets 177  16,399  207  27,806  44,589 
          
 5,044,326  4,587,459  276,311  30,614,176  40,522,272 
 
 
Liabilities 

         

          
Trading liabilities -  -  -  7,084,512  7,084,512 
Deposits by banks 2,513,172  86,095  2,386  1,435,490  4,037,143 
Customer accounts 5,665,742  2,155,231  470,345  16,083,772  24,375,090 
Loans received -  -  -  210,326  210,326 
Subordinated debt 1,304,860  -  -  -  1,304,860 
Corporate income tax 

payable -  -  -  17,355  17,355 
Deferred tax liability -  -  -  16,128  16,128 
Other liabilities  273,951  261,196  25,183  407,861  968,191 
          
 9,757,725  2,502,522  497,914  25,255,444  38,013,605 
 
(e) Operational risk 
 
 
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people or 
systems, or from external events. It includes reputation and franchise risks associated with Citi’s 
business practices or market conduct. It also includes the risk of failing to comply with applicable 
laws, regulations, Regulatory Administrative Actions or Citi policies. 
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5. Financial risk management continued 
 
(e) Operational risk continued 
 
The Bank’s objective is to manage operational risk so as to balance the avoidance of financial losses 
and damage to the Bank’s reputation with overall cost effectiveness and to avoid control procedures 
that restrict initiative and creativity. 
 
The primary responsibility for the development and implementation of controls to address 
operational risk is assigned to senior management within each business unit. This responsibility is 
supported by the development of overall Bank standards for the management of operational risk in 
the following areas: 
 
• requirements for appropriate segregation of duties, including the independent authorisation of 

transactions 
• requirements for the reconciliation and monitoring of transactions 
• compliance with regulatory and other legal requirements  
• documentation of controls and procedures 
• requirements for the periodic assessment of operational risks faced, and the adequacy of 

controls and procedures to address the risks identified 
• requirements for the reporting of operational losses and proposed remedial action 
• development of contingency plans 
• training and professional development 
• ethical and business standards 
• risk mitigation, including insurance where this is effective. 
 
The Operational Risk Process is made up of the following components:  
 
1. Identify and Assess Key Operational Risks  

Key Operational Risks are derived from a judgmental assessment of the Important Risks identified 
through the Risk Compliance Self Assessment Processes (“RCSA”), as well as other relevant 
factors that can include internal operational risk loss data, industry events, and other forms of 
scenario analysis. The identification of Key Operational Risks benefits from a collaborative effort, 
with the input of business and functional experts. 
 
2. Establish Key Risk Indicators  

Key Risk Indicators (‘KRIs’) are management tools that can be used to monitor exposure to a risk, 
or to monitor the control of a risk. They may be quantitative in nature, or they may be judgmental so 
far as possible, KRIs should:  

 • Recognise both improvements and deterioration in operational risk exposures on a timely 
basis;  

 • Provide forward-looking information to management;  

 • Translate into quantifiable measures that lend themselves to monitoring and verification; and  

 • Be identified through a collaborative effort, with the input of business and functional experts.  
 
3. Comprehensive Quarterly Operational Risk Reporting  

• Internal Operational Risk Events  

• RCSA and ARR Results  
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5. Financial risk management continued 
(e) Operational risk continued 

• Key Operational Risks and KRI’s  

• Operational Risk Capital Results  

• Management Summary  
 
The internal audit function is exercising independent control over management of operational risk 
by checking for compliance with statutes, other generally binding legal regulations, and the Bank’s 
internal regulations and procedures; in particular, examining and evaluating the functionality and 
effectiveness of the Bank’s management and control system, risk management system, and internal 
capital adequacy assessment process, the fulfillment of requirements for own funds and liquidity, 
and compliance with exposure limits; examining and evaluating the Bank’s preparedness in terms of 
risk management for performing new types of transactions.  
 
The results of Internal Audit reviews are discussed with the management of the business unit to 
which they relate, with summaries submitted to the senior management of the Bank and 
the Supervisory Board. 
 
(f) Capital management 
 
The Bank’s regulator, the National Bank of Slovakia (‘NBS’) sets and monitors capital 
requirements.   
 
In implementing current capital requirements, the NBS requires the Bank to maintain a prescribed 
ratio of total capital to total risk-weighted assets. Up to March 2007 the Bank calculated the 
requirements for market risk in its trading portfolios based on the requirements of NBS regulation 
No 4/2004 on adequacy of own funds. Since 30 March 2007, the requirements for market risk are 
calculated in accordance with NBS regulation No 4/2007 on own funds and requirements on own 
funds. 
 
The Bank’s regulatory capital is analysed into three tiers: 
• Tier 1 capital includes ordinary share capital, legal reserve fund and retained earnings, after 

deductions for intangible assets, and other regulatory adjustments relating to items that are 
included in equity but are treated differently for capital adequacy purposes.  

• Tier 2 capital includes part of the qualifying subordinated liabilities. 
• Tier 3 capital includes part of the qualifying subordinated liabilities. 
 
Various limits are applied to elements of the capital base. 
 
Banking operations are categorised as either trading book or banking book, and risk-weighted assets 
are determined according to specified requirements that seek to reflect the varying levels of risk 
attached to assets and off-balance sheet exposures.  
 
The Bank’s policy is to maintain a strong capital base so as to maintain shareholder, creditor and 
market confidence and to sustain future development of the business. The impact of the level of 
capital on shareholder’s return is taken into account as the Bank recognises the need to maintain a 
balance between the higher returns that might be possible with greater gearing and the advantages 
and security afforded by a sound capital position.  
 
The Bank has complied with all externally imposed capital requirements throughout the year. 
 
There have been no material changes in the Bank’s management of capital during the year. 
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5. Financial risk management continued 
 
(f) Capital management continued 
 
The Bank’s regulatory capital position at 31 December was as follows: 
 

 2007  2006
 Sk ‘000       Sk ‘000

 
Regulatory capital    
    
Tier 1 capital    
Ordinary share capital (note 23) 1,650,000  1,650,000 
Reserve funds and other funds created from profit (note 24) 330,000  304,644 
Retained earnings less profit for the year (note 24) 624,208  287,070 
Less: certain intangible assets (1,947)|  (5,908))
    
Total 2,602,261  2,235,806 
    
Tier 2 capital    
Subordinated debt less accrued interest (note 19) 1,263,473   1,117,903 
Other reserves  -   - 
    
Total 3,865,734   3,353,709 
    
Tier 3 capital    
Subordinated debt -  182,042 
    
Total -  182,042 
    
 3,865,734  3,535,751 
    
Risk-weighted assets (RWA)    
    
RWA - weight 20% 821,327  1,444,000 
RWA - weight 50% -  95 
RWA - weight 100% 18,944,763  16,902,256 
    
Risk weighted assets in the banking book 19,766,090  18,346,351 
Risk weighted assets in the trading book 1,237,039  2,370,625 
Other risk weighted assets 138,131  267,713 
    
 21,141,260  20,984,689 
    
Capital ratios    
Total regulatory capital expressed as a percentage  
   of total risk-weighted assets 18.29%  16.85% 
Total tier 1 capital expressed as a percentage of risk weighted assets 12.31%  10.65% 
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6. Cash and cash equivalents 
 

     2007  2006
 Sk ‘000       Sk ‘000 

 
Cash and balances at the central bank (note 7) 7,139,170  8,911,198 
Treasury bills and similar securities (note 8) -  1,111,671 
Loans and advances to banks with contractual 
  maturity up to 3 months (note 10) 1,904,603 

 
5,984,865 

    
 9,043,773  16,007,734 

 
 
7. Cash and balances at the central bank 
 

     2007  2006
 Sk ‘000       Sk ‘000 

 
 

Balances with the National Bank of Slovakia:    
Compulsory minimum reserve 6,509  461,003 
Receivables from repurchase agreements 4,975,832  6,976,019 
Other 2,124,735  1,873,548 
    
  7,107,076  9,310,570 
Balances with other central banks    
Other 111  - 
    
 7,107,187  9,310,570 
    
Cash in hand  38,492  61,631 
    
 7,145,679  9,372,201 
Less compulsory minimum reserve (note 10) (6,509)|  (461,003))
    
 7,139,170  8,911,198 

 
The compulsory minimum reserve balance is maintained in accordance with the requirements of 
the National Bank of Slovakia. 

 
 
8. Treasury bills and similar securities 
 

     2007  2006
 Sk ‘000       Sk ‘000 

 
Treasury bills and other similar securities:    
Treasury bills available for sale -  991,851 
Debt securities available for sale -  119,820 
    
 -  1,111,671 
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9. Trading assets and liabilities 
 
     2007  2006
 
 

Sk ‘000       Sk ‘000 
 

Trading assets    
Debt securities (a) 990,145  199,422 
Derivative instruments (b) 3,077,557  7,694,444 
    
 4,067,702  7,893,866 
    
Trading liabilities    
Derivative instruments (b) 2,944,474  7,084,512 
 
 
(a) Debt securities 
     2007  2006 
 Sk ‘000       Sk ‘000 
    
Slovak government bonds 990,145  199,422 
    
 
 
(b) Derivative instruments 
 
 Contract/ 

notional 
 2007 

Fair value 
 Contract/ 

notional 
 2006 

Fair value 
 amount  Assets  Liabilities  amount  Assets  Liabilities 
 Sk ‘000  Sk ‘000  Sk ‘000  Sk ‘000  Sk‘000  Sk‘000 
 
Currency derivatives            
Forward exchange 

contracts 11,630,547  89,142  694,801  22,855,887  550,337  1,219,142 
Currency and cross-

currency swaps 83,870,297  2,401,790  1,663,048  157,166,705  6,105,565  4,826,828 
Options 65,528,347  528,222  528,222  70,802,772  927,750  927,750 
Interest rate 

derivatives            
Interest rate swaps 13,097,895  58,070  58,070  10,685,167  81,473  81,473 
Interest rate options 821,250  333  333  6,161,162  29,319  29,319 
 
 174,948,336  3,077,557  2,944,474  267,671,693  7,694,444  7,084,512 
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10. Loans and advances to banks 
 
     2007  2006
 Sk ‘000       Sk ‘000 

 
Repayable on demand 100,885  128,948 
Other loans and advances by remaining maturity:    
  - 3 months or less 1,803,718  5,855,917 
  - over 3 month 3,579  - 
Compulsory minimum reserve (note 7) 6,509  461,003 
    
 1,914,691  6,445,868 
Less amounts with contractual maturity  
  up to 3 months (note 6) (1,904,603)|  (5,984,865)|
    
 10,088  461,003 
 
 
11. Loans and advances to customers 
 
     2007  2006
 Sk ‘000       Sk ‘000 

 
Repayable on demand 5,607,294  4,244,152 
Other loans and advances to customers 
  by remaining maturity:    
   - 3 months or less 2,531,992  3,893,110 
   - 1 year or less but over 3 months 3,269,912  1,561,058 
   - 5 years or less but over 1 year 3,579,332  2,618,686 
   - over 5 years 2,062,317  1,689,044 
 

17,050,847  14,006,050 
Allowances for impairment (note 12) (49,152))  (10,276)) 
    
 17,001,695  13,995,774 
 
The exposure to the various business segments of loans and advances to customers according to 
main product types is as follows: 
 

  31 December 2007  31 December 2006 

  
Gross 

amount 
Impairment 

allowance  
Carrying 

amount  
Gross 

amount  
Impairment 

allowance  
Carrying 

amount 
  Sk ‘000  Sk ‘000  Sk ‘000  Sk ‘000  Sk ‘000  Sk ‘000 
Retail customers           
 Personal loans 587,743  (8,076)  579,667  421,912  (8,409)  413,503 
 Staff loans 147,469  -  147,469  159,403  -  159,403 
  Credit cards 4,650  -  4,650  5,276  -  5,276 
           
Corporate customers           
 Large 13,030,409  -  13,030,409  10,331,527  -  10,331,527 
 Small business 3,280,576  (41,076)  3,239,500  3,087,932  (1,867)  3,086,065 

 
 
 17,050,847  (49,152)  17,001,695  14,006,050  (10,276)  13,995,774 
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12. Impairment losses on loans and advances 
 
The movements on impairment losses on loans and advances to customers were as follows: 
 
 2007  2006 
 Sk ‘000  Sk ‘000 
Specific allowances for impairment:    
    
At 1 January  1,867  23,175 
Charge for the year 50,790  20,930 
Release of impairment losses on loans written-off (11,581)  (42,238) 
    
At 31 December  41,076  1,867 
    
Collective allowances for impairment:    
    
At 1 January  8,409  11,516 
Charge for the year 3,782  6,463 
Release of impairment losses on loans written-off (4,115)  (9,570) 
    
At 31 December 8,076  8,409 
    
Total allowances for impairment 49,152  10,276 
 
     2007  2006
 Sk ‘000       Sk ‘000 
    
Charge for the year (54,572)  (27,393)
Recoveries  15,696  51,808 
   
 (38,876)  24,415 
    
   
Expenses related to transfer of receivable (26,112)  (52,412)
Income related to transfer of receivables  9,153  12,389 
   
 (16,959)  (40,023)
    
 (55,835)  (15,608)
 



Citibank (Slovakia) a.s. 
 
Notes to the financial statements 
Year ended 31 December 2007 

 
 

 54 54   
 

13. Investment securities 
 
      2007  2006
 Sk ‘000       Sk ‘000 

 
Debt securities available for sale (a) 3,062,577  2,116,296 
Equity shares available for sale (b) -  3,010 
    
 3,062,577  2,119,306 
 
(a) Debt securities available for sale 
     2007  2006
 Sk ‘000     Sk ‘000 

 
Slovak government securities 3,062,577  2,116,296 
    
 
(b) Equity shares available for sale 
  2007  2006 
Name Activity Sk ‘000  Sk ‘000 
     
RVS, a.s. Conference and leisure 3,010  3,010 
Specific allowance for impairment  (3,010)  - 
     
  -  3,010 
 
The Bank holds 1.29 % (2006: 1.29%) share in RVS, a.s. - a company registered in the Slovak 
Republic. In 2007, a full impairment loss was recognised for the investment in RVS. 
 
The movements on available-for-sale securities during the year were as follows: 
 

 2007  2006
 Sk ‘000  Sk ‘000
As at 1 January  2,119,306  1,162,460

Additions 1,641,852  1,105,828
Disposals (683,157)  (132,936)
Losses from changes in fair value (note 24) (12,414)  (16,046)
Specific allowance for impairment (3,010)  -

    
As at 31 December  3,062,577  2,119,306
 
The movements on specific allowances for impairment on investment securities were as follows: 
 

 2007  2006
 Sk ‘000  Sk ‘000
As at 1 January  -  -
Charge for the year 3,010  -
    
As at 31 December  3,010  -
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14. Property and equipment 
 

 
At 31 December 2006 and 2007, no assets were held under finance leases. The Bank’s property is 
not pledged. 
 
The Bank’s buildings and equipment are insured against fire, burglary, floods and storms for the 
replacement value as at 31 December of the preceding period. The Bank has motor hull and 
compulsory motor car insurance. 
 

Leasehold 
improvements 

Sk ‘000  

Furniture, 
fittings 

and 
equipment 

Sk ‘000  

Motor 
vehicles 
Sk ‘000  

Software 
Sk ‘000  

Assets 
not yet 
in use 

Sk ‘000  
Total 

Sk ‘000 
Cost            
At 1 January 2006 35,646  183,621  35,185  36,512  2,688  293,652 
Additions 786  13,553  19,511  2,809  (1,281)  35,378 
Disposals/transfers (1,123)  (13,968)  (5,818)  (758)  -  (21,667)

At 31 December 2006 35,309  183,206  48,878  38,563  1,407  307,363 

            
At 1 January 2007 35,309  183,206  48,878  38,563  1,407  307,363 
Additions 904  4,102  9,082  335  15,347  29,770 
Disposals/transfers -  (16,440)  (5,387)  -  (14,423)  (36,250)

At 31 December 2007 36,213  170,868  52,573  38,898  2,331  300,883 

            

Depreciation and 
impairment losses            

At 1 January 2006 9,161  132,283  9,936  26,379  837  178,596 
Charge for the year 3,481  17,064  10,576  4,792  -  35,913 
Disposals (1,105)  (13,621)  (3,721)  (760)  -  (19,207)
Impairment losses -  -  -  -  (837)  (837)

At 31 December 2006 11,537  135,726  16,791  30,411  -  194,465 

            

At 1 January 2007 11,537  135,726  16,791  30,411  -  194,465 
Charge for the year 3,582  16,105  13,025  4,297  -  37,009 
Disposals -  (16,435)  (2,646)  -  -  (19,081)

At 31 December 2007 15,119  135,396  27,170  34,708  -  212,393 

            
Net book value:            

At 31 December 2007 21,094  35,472  25,403  4,190  2,331  88,490 

At 31 December 2006 23,772  47,480  32,087  8,152  1,407  112,898 
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15. Other assets 
 
 2007  2006
        Sk ‘000         Sk 

‘000
    
Prepaid expenses  10,938  10,180 
Other 59,282  34,409 
 

70,220  44,589 
 
The movements on impairment losses on other assets were as follows: 
 
     2007  2006
 Sk ‘000       Sk ‘000 
    
At 1 January  -  665 
Release for  the year -  (665)
    
At 31 December  -  - 
 
 
16. Deposits by banks 
 
     2007            2006
 Sk ‘000       Sk ‘000 

 
Repayable on demand 837,060  452,833 
Other deposits by banks with remaining maturity:    
  - 3 months or less 210,340  1,328,378 
  - 5 years or less but over 1 year 2,194,521  2,255,932 
    
 3,241,921  4,037,143 
 
 
17. Customer accounts 
 
     2007            2006
 Sk ‘000       Sk ‘000 

 
Repayable on demand 17,246,935  16,582,234 
Other deposits with agreed maturity dates or  
  periods of notice, by remaining maturity: 

   

   - 3 months or less 4,707,384  7,792,856 
   - 1 year or less but over 3 months 50,192  - 
    
 22,004,511  24,375,090 
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18. Loans received  
 
     2007            2006
 Sk ‘000       Sk ‘000 

 
Exportno-importná banka SR, a.s. 210,326  210,326 
    
 
The amounts due to the Exportno-importná banka SR, a.s. (‘Eximbank’) comprise loans of Sk 150 
million and Sk 60 million. Both loans were provided by Eximbank to assist in supporting the 
exporting activities of qualifying companies. Both loans bear interest at 1.8% p.a. 
 
 
19. Subordinated debt  
 
     2007            2006
 Sk ‘000       Sk ‘000 

 
Citigroup Netherlands B.V. 1,269,361  1,304,860 
    
 
The subordinated loan was provided under a contract entered into on 9 November 2005. The loan is 
denominated in Euro and the principal debt amounts to EUR 37,600 thousand. The interest rate was 
set as three-month EURIBOR plus 0.5% p.a. The original debt’s tenor is 10 years. In the event of 
bankruptcy or similar the Bank is obliged to repay the debt with related interest after settling all 
other creditors’ claims. 
 
 
20. Corporate income tax  
 
 2007)      2006) 
 Sk ‘000)  Sk ‘000) 

Tax payable for the current period (note 32) 128,697  109,412) 
Tax prepayments (109,428)  (92,057) 
    
Corporate income tax payable 19,269  17,355) 
 
21. Provisions 
 
The movements on provisions were as follows: 
  2007 

Sk ‘000 
 2006 

Sk ‘000 
 
At 1 January  

 
5,342  4,175 

Increase for the year  1,524  1,167 
     
At 31 December  6,866  5,342 
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22. Other liabilities  
 
 2007  2006
        Sk ‘000         Sk ‘000

    
Items in course of settlement 338,430  547,943 
Expense accruals 90,049  123,440 
Social fund 109)  79 
Other 159,947)  296,729 
  

588,535  968,191 
 
The movements on the Social fund were as follows: 
 
 2007  2006
        Sk ‘000         Sk ‘000

    
At 1 January 79  172 
Creation 3,900  3,743 
Drawings (3,870)  (3,836),
    
At 31 December 109  79 
 
 
23. Share capital 
 

 2007 
Sk ‘000 

 2006 
Sk ‘000 

Authorised, issued and fully paid: 
 

 
 

  

1,650,000 ordinary shares of Sk 1,000 each 1,650,000  1,650,000 
    
 
 
24. Reserves 
 
  

Retained) 
earnings) 
Sk ‘000) 

 Legal) 
 reserve) 

fund) 
Sk ‘000) 

 Reval-) 
uation) 

reserve) 
Sk ‘000) 

  
 

Total) 
Sk‘000) 

 
At 1 January 2007 649,564)  304,644)  12,015)  966,223) 
Dividend for 2007 (a) -)  -)  -)  -) 
 
Transfers (b) (25,356) 

 
25,356) 

 
-)  -) 

 
Net loss on available-for- sale 
  assets, net of tax (c) -)  -)  (10,055)  (10,055) 
 
Profit for 2007 (d) 447,614)  -)  -)  447,614) 
 
At 31 December 2007 1,071,822)  330,000)  1,960)  1,403,782) 
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24. Reserves continued 
 
(a) Dividends 
During 2007 no dividend was paid from the profit for the year ended 31 December 2006. 
 
(b) Legal reserve fund 
The General Meeting on 30 March 2007 approved the transfer to legal reserve fund of Sk 25,356 
thousand from 2006 profit. Under the Slovak Commercial Code, all companies are required to 
maintain a legal reserve fund to cover future adverse financial conditions. The Bank is obliged to 
contribute an amount to the fund each year, which is not less than 10% of its annual net profit until 
the aggregate amount reaches a minimum level equal to 20% of the issued share capital. The legal 
reserve fund is not distributable to the shareholder. 
 
(c) Revaluation reserve 
The revaluation reserve includes the cumulative net change in the fair value of available-for-sale 
investment securities until the investment is derecognised or impaired. 
 
(d) Proposed allocation of profit 
The Directors will propose the following allocation of the profit for the year ended 31 December 
2007: 
 Sk ‘000
Transfer to legal reserve fund - 
Dividends - 
Retained earnings 447,614 
  
 447,614 
 
 
25. Off balance sheet items 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
    
Contingent liabilities:    
Guarantees 3,724,438  3,403,192 
Irrevocable letters of credit 162,687  592,771 
Commitments:    
Committed unused lines 2,685,600  2,424,937 
Uncommitted unused lines 23,849,453  17,883,381 
Derivative instruments:    
Trading assets and liabilities (note 9) 174,948,336  267,671,693 
 

205,370,514  291,975,974 
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26. Deferred tax 
 
Deferred tax assets and liabilities are attributable to the following: 
 
 Assets/ 

(liabilities) 
 Assets/ 

(liabilities) 
 2007) 

Sk ‘000) 
 2006) 

Sk ‘000) 
    
Write-off of loans 2,190  1,775) 
Origination fees -  (2,017) 
Property and equipment (1,439)  (1,270) 
Allowances for impairment on loans and advances (6,533)  (13,067) 
Revaluation of available-for-sale securities (460)  (2,819) 
Other 742  1,270) 
 

(5,500)  (16,128) 
 
The deferred tax assets and liabilities have been calculated using a corporate income tax rate of 19% 
(2006: 19%). 
 
The movements on deferred tax were as follows: 
 
 2007  2006
        Sk ‘000         Sk ‘000

    
Deferred tax:    
Charge to income statement (note 32) 8,269         (2,570)
Charge to equity  2,359  3,049)
  

10,628              479
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27. Interest receivable and similar income arising from debt securities 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
Interest receivable and similar income arising from:    
Loans and advances to banks 583,772  561,078 
Loans and advances to customers 951,253  782,706 
Debt securities 94,759  65,026 
    
 1,629,784  1,408,810 
 
Included within the various captions of interest receivable and similar income for the year ended 
31 December 2007 is a total interest income of Sk 5,675 thousand accrued on impaired financial 
assets (2006: Sk 4,110 thousand). 
 
 
28. Interest payable 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
    
Deposits by banks 144,964  191,956 
Customer accounts 746,550  557,294 
Subordinated debt 60,165  48,483 
Loans received 3,833  3,780 
    
 955,512  801,513 
 
 
29. Fees and commissions receivable and payable 
 
 2007  2006

Fees and commissions receivable: 
Sk ‘000       Sk ‘000 

 
Payment services income 155,920  136,936 
Corporate banking credit related fees 22,523  - 
Retail banking customer fees 14,509  11,056 
Guarantee and letter of credit contracts issued  38,302  36,018 
Other 5,428  5,178 
    
Total fees and commissions receivable 236,682  189,188 
    
Fees and commissions payable:    
Payment services  (89,306)  (96,137)
Inter bank transaction fees (4,772)  (5,090)
Brokerage (5,485)  (8,996)
Other (21,922)  (34,218)
    
Total fees and commissions payable (121,485)  (144,441)
 
Net fees and commissions income 115,197 

 
44,747 

 



Citibank (Slovakia) a.s. 
 
Notes to the financial statements 
Year ended 31 December 2007 

 
 

 62 62   
 

 
30. Net trading income 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
    
Net income/(loss) from foreign exchange operations 978,475  (234,251)
Net (loss)/income from derivative instruments  )
  Net (loss)/income relating to currency derivatives (578,864)  647,921
  Net income from interest rate derivatives -  1,268
  Net income from options 133,659  181,446
Net income from trading with securities 20,489  3,296
   
 553,759  599,680)
 
31. Administrative expenses 
 
     2007 

Sk ‘000
           2006 

Sk ‘000
Employee costs:    
Wages and salaries 296,379  288,743 
Social insurance 43,465  41,071 
Other 23,178  27,195 
 

363,022  357,009 
    
Operating lease rentals 29,076  31,378 
Other operating expenses 307,771  347,241 
 

699,869  735,628 
 
At 31 December 2007, the average number of employees was 238 (2006: 244). 
 
The Bank granted shares of Citibank N.A., New York within the Capital Accumulation Program 
(‘CAPs’) to certain employees that entitle these employees to obtaining the shares of Citibank N.A., 
New York. There were 32,662 CAPs granted as at 31 December 2007 (2006: 13,059) with 4 years 
vesting period.  
 
The amount of CAPs being charged to income statement during 2007 amounts to Sk 9,273 thousand 
(2006: 7,467) and is included in the ‘Wages and salaries’ line. 
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32. Income tax expense 
 

 2007  2006

Recognised in the income statement: 
Sk ‘000  Sk ‘000 

    
Current tax expense    
Current year (note 20) (128,697)  (109,412)
Adjustments in respect of prior years (623)  (321)
 
 

 
(129,320) 

  
(109,733) 

Deferred tax expense    
Origination and reversal of temporary differences (note 26) 8,269  (2,570) 
    
Total income tax expense (121,051)  (112,303) 

 
The effective tax rate was calculated as follows: 
 

 2007  2006 
 Sk ‘000  Sk ‘000 

Profit before taxation at 19% 568,665  474,797 
   
Non-taxable items    
  Tax adjustments due to IFRS adoption (7,618)  (11,723)
  Provisions (1,775)  -
  Income from written-off loans (9,153)  (7,423)
  Difference between accounting and tax depreciation -  (2,934)
  Other (17,531)  (4,088)
   
 (36,077)  (26,168)
    
    
Tax non-deductible expenses    
  Severance payments 6,234  360 
  Capital Accumulation Program related expenses 26,630  11,671 
  Marketing related expenses 3,688  5,405 
  Provisions -  4,982 
  Consumer loans write-off 26,051  30,457 
  Taxation of 2003 loan impairment allowance 34,386  34,386 
  Difference between accounting and tax depreciation 3,920  - 
  Tax adjustments due to IFRS adoption -  8,659 
  Other 43,853  31,303 
    
 144,762  127,223 
    
Tax base 677,350  575,852 
    
Tax at 19% 128,697  109,412 
Underprovision in respect of previous year 623  321 
    
Total income tax expense 129,320  109,733 
    
Effective tax rate 22.74%  23.11% 
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33. Profit before changes in operating assets and liabilities  
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
    
Profit before taxation 568,665  474,797 
Adjustments for non-cash items:    
  Depreciation 37,009  35,913 
  (Gain)/loss on disposal of property and equipment  (195)  153 
  Interest receivable (1,629,784))  (1,408,810))
  Interest received 1,590,468  1,362,628 
  Interest payable 955,512  801,513 
  Interest paid (962,873))  (799,572) 
  Impairment losses on loans and advances 55,835  15,608 
  Impairment losses on investment securities 3,010)  - 
  Impairment losses on property and equipment -  (837) 
  Impairment losses on other assets -  (665) 
  Provisions 1,524  1,167 
 

619,171  481,895 
 
 
34. Lease commitments  
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
 
Non-cancellable commitments under operating leases 161,106  147,496 
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35. Related party transactions 
 
In the normal course of business, the Bank is engaged in transactions with other members of 
Citigroup. These transactions, which include the taking and placing of deposits, foreign currency 
operations and the provision of management and technology services, are conducted on an arm’s 
length basis.   
 
(a) Enterprises related to the shareholder 
 
 2007) 

Sk ‘000) 
 2006 

Sk ‘000 
Assets    
Cash and cash equivalents 32,061  98,361) 
Trading assets 2,557,006  5,821,107) 
Other assets 1,284  8,453) 
    
Liabilities    
Trading liabilities 1,648,639  4,226,502) 
Deposits by banks 3,003,858  2,669,872) 
Subordinated debt 1,269,361  1,304,860) 
Other liabilities 11,697  3,626) 
    
Transactions during the year were as follows:    
    
Interest received and receivable 25,037  78,991) 
Interest paid and payable (177,923)  (112,733)) 
Fees and commissions receivable 13,460  10,125) 
Fees and commissions payable (52,864)  (79,649)) 
Net trading income 8,360,524  4,794,690) 
Other operating income 19,311  7,778) 
Administrative expenses (108,875)  (95,721)) 
 
(b) Key management personnel 
 
Amounts due from and to directors, senior management or close relatives or companies in which 
they have a substantial interest, of the Bank were as follows: 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
(i) Board of Directors    
    
Assets    
Loans and advances to customers  2,170  6,215 
    
Liabilities    
Customer accounts  32,705  27,329 
Other liabilities (CAPs) 3,360  3,637 
    
Transactions during the year were as follows:    
    
Interest received and receivable  58  456 
Interest paid and payable  1,206  1,028 
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35. Related party transactions continued 
 
(b) Key management personnel continued 
 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
(ii) Supervisory Board    
    
Assets    
Loans and advances to customers  568  1,937 
    
Liabilities    
Customer accounts  4  7 
    
Transactions during the year were as follows:    
    
Interest received and receivable  58  52 
Interest paid and payable  1  3 
 
(iii) Senior management 
 
Liabilities    
Customer accounts  871  3,381 
Other liabilities (CAPs) 505  113 
    
Transactions during the year were as follows:    
    
Interest paid and payable  128  114 
 
Interest is charged on loans and advances at more favourable rates than current market rates. The 
loans are primarily secured by promissory notes. 
  
During the period, the Bank did not record impairment losses for loans and advances provided to 
related parties and no specific allowances have been made for impairment losses to related parties. 
 
Key management personnel compensation for the period comprised: 
 
 
 

2007 
Sk ‘000 

 2006 
Sk ‘000 

(i) Board of Directors    
    
Employee benefits    
Wages and salaries 26,988  39,719 
Other liabilities (CAPs) 1,314  3,073 
Other  -  5,177 

(ii) Supervisory Board 
 
Employee benefits    
Wages and salaries 4,122  3,828 
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35. Related party transactions continued 
 
(b) Key management personnel continued 
 
 

2007 
Sk ‘000 

 2006 
Sk ‘000 

(iii) Senior management    
    
Employee benefits    
Wages and salaries 4,838  4,412 
Other liabilities (CAPs) 193  99 
 
 
36. Custodial services 
 
The Bank administers securities and other valuables totalling Sk 6,853 million (2006: Sk 3,809), 
which have been received from customers into the Bank’s custody. 
 
 
37. Fair values 
 
Fair value is the amount at which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction.  The estimated fair values of the 
Bank’s financial assets and liabilities at year end were as follows: 
 
 Carrying 

value 
 Fair 

value 
 Carrying 

value 
 Fair 

value 
 2007 

Sk ‘000 
 2007 

Sk ‘000 
 2006 

Sk ‘000 
 2006 

Sk ‘000 
Financial assets        
        
Cash and cash  

equivalents 9,043,773  9,043,773 
 

16,007,734  16,007,734 
Trading assets 4,067,702  4,067,702  7,893,866  7,893,866 
Loans and advances 

to banks  10,088  10,088 
 

461,003  461,003 
Loans and advances    

to customers  17,001,695  16,938,643 
 

13,995,774  13,961,950 
Investment securities 3,062,577  3,062,577  2,119,306  2,119,306 
 
 
Financial liabilities 

 
 

      

        
Trading liabilities 2,944,474  2,944,474  7,084,512  7,084,512 
Deposits by banks 3,241,921  3,241,921  4,037,143  4,037,143 
Customer accounts 22,004,511  22,004,511  24,375,090  24,375,090 
Loans received 210,326  206,671  210,326  206,673 
Subordinated debt 1,269,361  1,269,321  1,304,860  1,304,860 
 
The following methods and assumptions were used in estimating the fair values of the Bank’s 
financial assets and liabilities: 
 
Trading assets  
The fair values of trading assets are calculated using quoted market prices or theoretical prices 
determined by discounting future cash flows by reference to the relevant interest rate for the 
maturity period. 
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37. Fair values continued 
 
Loans and advances to banks 
The fair value of current accounts with other banks approximates to book value.  For amounts with 
a remaining maturity of less than three months, it is also reasonable to use book value as an 
approximation of fair value.  
 
Loans and advances to customers 
Loans and advances are stated net of impairment losses. For loans and advances to customers with a 
remaining maturity of less than three months, it is reasonable to use book value as an approximation 
of fair value. The fair values of other loans and advances to customers are calculated by discounting 
the future cash flows using current market rates. 
 
Investment securities 
Investment securities are stated at quoted market prices. 
 
Trading liabilities  
The fair values of trading liabilities are calculated using quoted market prices or theoretical prices 
determined by discounting future cash flows by reference to the relevant interest rate for the 
maturity period. 
 
Deposits by banks 
The fair value of current accounts with other banks approximates to book value.  For other amounts 
owed to banks with a remaining maturity or repricing period of less than three months, it is also 
reasonable to use book value as an approximation of fair value. 
 
Customer accounts 
The fair values of current accounts and term deposits with a remaining maturity of less than three 
months approximate their carrying amounts.  
 
Loans received 
The fair values of loans received with a remaining maturity of less than three months approximate 
their carrying amounts. The fair values of other loans received are calculated by discounting the 
future cash flows using current market rates. 
 
Subordinated debt 
The fair value of subordinated debt approximates to book value as the debt is being repriced on 
quarterly basis (3-month EUR LIBOR). 
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38. Subsequent events 
 
Amendment to the Income Tax Act effective from 1 January 2008 
 
According to the Income Tax Act valid until 31 December 2007, all impairment allowances on 
loans and receivables recognised in accordance with IFRS were considered as tax deductible. 
The amendment to the Income Tax Act effective from 1 January 2008 implements new criteria for 
tax-deductibility of impairment allowances on loans and receivables. These criteria are also 
applicable to impairment allowances on loans and receivables existing as at 31 December 2007. 
This will result in an additional tax liability of approximately Sk 10,941 thousand in 2008. The 
Bank will also create a deferred tax asset of approximately the same amount as the tax liability. 
 
Personal consumer loans (Citifinancial)  
 
The management of the Bank decided on 17 December 2007 to restructure the retail operations 
(Citifinancial) of the Bank. Subsequently, a plan was put in place and was communicated to those 
affected on 9 January 2008. According to the plan, retail outlets will be closed and the number of 
staff will be reduced. Management estimates restructuring costs of approximately Sk 23 million. 
The Bank will ensure that all the necessary controls and procedures relating to the consumer loan 
portfolio remain in place. 
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