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CORPORATE GOVERNANCE

The Law on the Bank of Lithuania establishes that the Bank of Lithuania is governed by
the Board of the Bank, which is comprised of a Chairperson, three Deputy Chairpersons,
and ten Members, The Chairperson, three Deputy Chairpersons and two Members of the
Roard are permanent members of the staff Meetings of the Board of the Bank of Lithuania
are held when necessary_ but at least rwo times a month.

The responsibility of the Chairperson of the Board is determined by law, and the
respansibility of his deputies is determined hy the order of the Chairperson of the Board.

Bank Committees

The Investment Committee 18 an advisory umt for the ssues related 1o the imvestment of
foreign reserves, The members of this Commiitee are department heads and it is chaired by
a Deputy Chairperson of the Board. The Investment Commuittee gives recommendations to
the Department, implementing the imvestment policy of the Bank of Lithuania, to the Board
and 1ts Chairperson on matters relating to foreign reserves management.

T'he Directors Committee is an advisory body to the Board of the Bank of Lithuania. The
Commitiee is compriséd of Deputy Chairpersons ol the Board of the Bank and of
departmental heads. Tt is chaired by the Chairperson of the Board. The Committee gives
recommendations on matters of strategic importance to the Board, and also resolves
seneril issues.

Internal Andit Division

The Division of [nternal Audit is an independent division, which is responsible directly o
the Chairperson of the Board. The principal objective of the Division is to  audit and
evaluate the security of the Bank’s assets, systems of accounting, efficiency and reliability
of the management, and other activities,

Control Environment

A formalised Bank of Lithuania orgamsational chart, its strategy together with a 3 year
business plan and development policy were approved in 997, The Bank divisions operate
mn accordance with approved regulations and responsibilines. Operational instruchions
which approve the detailed functions of the staff have been created. The division of work
and responsibilities has been formalised.

Risk Management

The Board has established the criteria for the management of foreign reserves, limited
credit, currency and imterest rates risks, wmd has delegated the implementation of the
investment policy and the oversight of daily nsk related 1o the management of [oreign
reserves to the department in charge of these issues,
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It is the Board of the Bank of Lithuania that is responsible for the development of the
Financial Siatements of the Bank of Lithuania. The Financial Statements containing 4-20
pages have been worked out in accordance with the original accounting documents. The
Financial Statements and the Explanstory Notes represent accurately overall results of the
activities for the vear and the financial situation of the Bank of Lithuania.

Chairman of the Board
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AUDITORS® REPORT TO THE SEIMAS OF THE REPUBLIC OF LITHUANIA

We have audited the accompunying balance sheet of Lictuvos Bankas as of 31 December 1997
and the related profit and loss statement for the year then ended as presented on pages 4 1o 20,
These financial statements are the responsibility of Board of the Bank. Our responsibility is in
express an opinian on these financial statements based on our audit.

We conducted our awdit in accordance with International Standards on  Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance shout
Mﬂmwﬂmﬂnniﬂmﬂmnmﬂ&mufmmﬁﬂnﬂmmt.ﬁnﬂmechdﬂnm%
on 4 test basts, evidence supporting the amounts and disclosures in the financial statements. An
mmimmmummmhm:dﬁmﬁmmmmw
managemenl, us well as evaluating the overall financial statement presentation, We believe that
our audit provides a reasonable hasis for our opinion.

In our opmion. the financial statements present fairly, in all material respects, the financial
position of Lietuvos Bankas as at 31 December 1997 and the results of its operatiens for the year
then ended in accordance with the accounting principles adopted by Lictuvos Bankas and the
Law of the Bank of Lithuania.

Corpun 2. Xgfod

Coopers & Lybrand
Vilnius, Lithuania

31 March 1998
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PROFIT AND LOSS STATEMENT OF THE BANK OF LITHUANIA

LTL million
Noles 1997 1996
Interest iIncome 1 22357 173.24
Froun foredgn aclivities 21T [57.02
From domestic activities fir. 46 ez
Interesl expenses 2 {51.23) (33.44)
On loreign activitics (42.67) (30.14)
On domestic activitics (8.56) (3.30)
Met interest meome 172.34 139.80
From foreign activities 174.44 126.8%
From domestic activities (2.10) 12.92
Dividends on shares 8 0.77 0.83
Other income 3 G406 13.67
Operational, administrative and property
related expenses 4 (101.65)  (69.54)
Payroll and related expenses (3929 (32.76)
Urperational expenses on foreign
activities (1.52) (1.31)
Expenses on money produstion (20.19) (3.99)
Administrative and property related
EXpenses {2888} (24.32)
Taxes (11,77} (7.16)
Gold revaluation expenses 5 (37.27) -
Specific provision expenses f 14.27 {13.51)
Extraordinary expenses f (27.70) -
Crans - 1.25
Profit 30.22 T2.50

Approved by the 26 March 1998 Resolution No. 48 of the Board of the Bank of

Lithuanis
Chairman of the Board WM Reinoldijus Sarkinas
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BALANCE SHEET OF THE BANK OF LITHUANIA

LTL million
Notes 1997 19946
ASSETS
Foreign assets 4,246,482 333201
Gold ] 210.95 248.15
Convertible currency assers T 403585 308359
Mon-convertible currency assets 0,02 0.27
Shares 8 11.41 11,41
Domestic assets 161 68 168.51
Cash 4.10 530
Accoutits in [inancial institekons 0.72 .65
Ly 9 19.43 72,50
Fixed assets [ 1] 8525 6135
Dither assets 11 32.18 211}
Total assets 4.41991 3.511.93
LIABILITIES
Fmiﬁn liabilitics 443,25 539.56
International Monetary Fund  {IMF)
acconnts and loans F | 443 06 528.73
Accounts of non-residents 019 [i).83
Domestic liabilities 1,604.58 2,591 .67
Motes and coins in circulation 13 2726.15 10ay K1
Liabilitres to finencial and other
institutions 14 SRT.83 §19.21
Liahilities o government matitutions 15 27555 .05
Mon-convertible currencies .02 027
CHher demestic Linbilities 1503 T.23
Crrants 16 34.17 3743
CAPITAL AND RESEREVES 33791 343,27
Capital {authorised and reserves) @634 45.60
Reserves 21135 22317
Profit for the year 10.22 72.50
Total liabilities, capital and reserves 4.4199] 1,511.93

Approved by the 26 March 1998 Resolution No. 48 of the Board of the Bank of
Lithuania ~

Chairman of the Board Reinoldijus Sarkinas
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STATEMENT OF MOVEMENTS IN CAPITAL AND RESERVES
OF THE BANK OF LITHUANIA

. TL. million

Autho-
rised
capilal

Reserve
capital

Creneral
puTpese

PESErvE

Reva-
fuation
TE3eTVEs

Profit

Tatal

Balance as of 31
December 1995

20.43

7.51

173,51

62 82

25

289 R0

Change of the
investment value

Changes of

(6.18)
(5.29)

(6.18)

(3.29)

exchange rates
Total of changes

(11.47)

i11.47)

Profit of 1996
Profit of 1995
iransferred to the
State budget
Profit of 1993
transferred 1o
capital

5.04

12.61

72.50

{1.57)

(17.65)

T2.50

{7.5T

Balance as of 31
December 1996

2547

20.12

173.82

51.35

72.50

343.26

Change of the
investment value

Changes of
exchange rales

5.73

(19.55)

3.73

{19.55)

Total of changes

(13.82)

(13.82)

Profit of 1997
Profit of 1996
transferred 1o the
Stale budget
Profit of 1996
transferred to
cupital

14.50

36.25

3022

(21.75)

(30.75)

30.22

(21.75)

Balance as of 31
December 1997

39.97

5637

173.82

3733

30.22

33791

ﬁmmfedbj the 26 March 1998 Resolution No. 48 of the Board of the Bank of

Chairman of the Board M Heinoldijus Sarkinas
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS
OF THE BANK OF LITHUANIA

Accounting Policy

The Financial Statements of the Bank of Lithuama have been prepared in accordance
with the Law on the Bank of Lithuania, other laws of the Republic of Lithuania and legal
m:ﬂ&aﬂﬂufmmmpﬂwufw The International
Accounting Standards considered appropriate and applicable 1o the activities of the Bank
of Lithuania, as the central bank of the country, have been used,

The financial statements and explanatory notes have been prepared in aceordance with
the histerical cost hasis of accounting, except the cases referred to in the Notes below.
Assels, liabilities, capital, income and expenses of the Bank of Lithuania are recognised
on an accrual basis. Modifications due 1o the revaluation of assets are indicated in the
Moies below,

Forcign and domestic assets n the Financial Statements of the Bank of Lithuania arc
presented separately, the same division is also applied to liabilities. The composition of
the balance - sheet reflects the backing of the Litas in circulation by gold and converiible
Currenciey.

The accountng principles adopted for the preparation of the financial statements are get
out below and, except as noted, have been applied consistently with the 1996 financial
statements.

Expenses on Money Production

Hemufpﬁmmghmhnumdmtuﬁn;mhnmnpmmmmrﬂmdm
account as incurred and are not matched with the release of the currency into circulation.

Value Added Tax (VAT)

The Bank of Lithuania is a partially exempt provider of services. VAT paid for services
recerved and assets purchased is expensed in proportion to benking services provided
which are not subject to VAT,

Foreign Currency Translation

Foreign currency transactions are iranslated into Litas on the day of the transaction
according 1o the official exchange rate of the Litas defined on the hasis of the law, and
the raies of the Litas and foreign currencies determined by the Bank of Lithusnia,
Foreign currency assets and hnhiEﬁeammledmmLﬂuinl:mrdnmxwithd.lﬂy
exchange rates. Translation gains or losses are credited or charged to reserves.
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The efficial Litas and foreign currency exchange mies set by the Bank of Lithuania and
nsed at 31 December 1997 were as follows:

Currency Litas per | Currency Litas per
umil Lanit
Insh pounds 5.7580 | Kyrghyestan soms 0,2302
100 Armenian drams 0.8069 | Latvian lats 6.7825
Australian dollars 26180 | Polish zlotys 1.1442
Austrian schillings 10,3175 | Moldovian leu 0.8547
1000 A zerbatjanian manal 1.0288 | Norwegian kroner 11.5445
| (KK) Belarussian reubles 10,0867 Netherlands guilders 1 .9825
Belgian francs 0.1083 | French francs 06675
Crech koruny (11156 1000 Russian roubles (.66
Danish kroner (.5863 | SDRs 54206
Pounds sterling 6.6660 | Singapore dollars 2.3893
European Currency Unit (E,.C.L.) 4 4190 Finnish marklka 0.7382
Estonian kroons 0.2792 | Swedish kronor {0, 5080
100 Ieelandic kronur 55532 | Swiss francs 2.7520
100 Spanish pesetas 2,639 | Ukrainian hryvnia 2.0752
104 halian lire 0.2273 100 Usbekistan sums 22535
(M) Japanese yen 3.0808 | 100 Hungarian forint 1.9625
Canadian dollars 27791 | Deutsche mark 22338
100 Kazakhstan tenges 3. 2445
The official exchange rate of the US Dollar, as the anchor eurrency, is that 4 Litas equal
1 US Dollar.
CGold

The gold holdings on 31 December 1997 included into foreign reserves were revalued at
the lowest price of one troy ounce in USD fixed during 1997 at the London Bullion
Market. The decrease of the gold value was expensed m the income statement.

Securities

Non-coupan bearing securities are recorded al their acquisition cost. They are revalued
on the last husiness day of every year. Revaluation results are released to the profit and
loss aceount.

Coupon bearing securities are recorded at their marke! value. They are revalued on the
last business day of every month at the purchase price on the closure of the New York
Stock Exchange. Revaluation gains or losses are credited or charged to reserves.

Securities Purchased Under Agreement to Sell Back st Fixed Date (Repo
Transactions)

Securities purchased with an associated agreement to scll them hack at fixed dates are
stated at cost, Income arising from the difference between the prices of buying and








































