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Table 3: Bank Disclosure and Banking Crises

The estimated coefficients are parameter extimates of multivariate logistic models. The dependent variables is an indicator vasiable, crisis, that wkes on the value
one if there 18 & systemic banking crisis and the value zero otherwise. Bank Conceniration is a measure of conceniration in the hanking indusiry, caleulated a8 the
fraction of assets held by the three largest banks in each country averaged over the sample period. Bank Competition is o measue of degree of competiive conduct
in the hanking idustry, caleulaid as the sum of elasticities hank revenue 1o changes in input prices from Cleassens and Laeven | 2004), External Terms of Trade

i the bogarithm of the ratic of export priee indes o inport price inde Gor  country. Inflation is the bogaritm of sverage inflation rate, Bank Dsclosure is 2 mersure of the extent ad
comprehensiveness of financial reporting required of hanks.  Supplemental Eeporting is a measure of e exient of supplemventary information as required by couniries” hanking reeulation.
Director Liahiliry i= a measure of the deprea of legal sanctions agamst hank olficials for nenparformance vis-devis the bk regulations. Presentation of Yon-Perfomming Loans, Keporting
Consolidated Fimancial Stztements, Keporting Offbalancs Sheet 1o Public, and Beporting Kisk Managament Prachices are dummy variables that taka the vahe ong if the counlries” benk
regulalion requares the specific provisin and tbe value zero otherwise. Per capita GOP is the logarithm of real per capila S0P, Runshers in parenthesis are sandard errars.
Tl samgple period is 19560 frough 1597, Detiled variable definifions are given in Appendix [
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Table 4: External Audit Stringency and Banking Crises
The estimated coefficients are parameter estimates of multivariate logistic models. The dependent variable is an indicator vasiable, crisiz, that takes on e value
on if there 8 & systemic banking erisis and te value zevo otherwise, Bank Concentration is a measuse of concentration in the banking industry, caleulated as the
fraction of assets beld by the thiee largest banks in each country averaged over the sample period. Bank Competition i a measure of degroe of competiiive
comduct in the banking industry, caleulated as the sum of elasticities bank reverse 1o clanges i input prices from Cleassens and Laeven | 2004), Exiermal Temms
of Trade i the logarithm of the rafio of sxport price index do import price index for a couniry, Inflation i the logerithm of avernge inflation mte. Fxkernal Audi Siringency is a
mveasnrg of the depros fo which extomal mudits are indapendent, professiveal and rigoreas as reflected in hank regulations prversing udit prictices. Bank Discloame is o moasure of the
exctont and comprebensiverass of fnmneial reporting required of banks,  Anditee Lishility is 2 mensure of the degres of legal sanctions azninst auditors in the case of nonperformangs
visilavis the hank repulations, Required Extent of Audit, Awditor Beport to Supervisee, and Auditor Seet Supervisor without Consent of Bank are dummey variables that ke the value
omg if the couniries” hank regulation reguires the specilic provision and the valua zero otherwise. Per capitn GIP is the logarithm of real per capite GOP. Numbers in parenthesis me

standard errore. The Wc meriod i 199 1I_|r|'|ui'h 1997, [etniled varighle definitions ara siven m kpuundlt 1.
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Appendix: Criteria

Criteria For The Transparency And Disclosure Survey Of Russian
Banks

Block 1: Ownership Structure and Shareholder Rights

Component 1. Shareholder Capital

Disclosure of:

I. The number of issued and outstanding ordinary shares disclosed.

2. The number ol issued and outstanding other shares disclosed (preferred.
nonvoting ).

3. The par value of each ordinary share disclosed.

4. The identity of the largest shareholder.

5. The identity ot holders of all large stakes (blocking: = 25%: controlling: = 50%).
6. The identity ol shareholders holding at least 25% of voting shares in total.

7. 'The identity of sharcholders holding at least 50% of voting shares in total.
8. The identity of sharcholders holding at least 75% of voting shares in total.
9. The number and identity of shareholders each holding more than 10%.
10. Shareholding in the bank by individual senior managers.

11. Sharcholding in the bank by individual directors.,

12. The description of share classes provided.

13. A review of shareholders by tvpe.

14. The percentage of cross-ownership.

Component 2. Shareholder rights

Disclosure of:

15. The contents of any corporate governance charter or code of best practices.

16. Existence of a code of business conduct and ethics.

17. The contents of a code of business conduct and ethics.

18. The provision ol details about the bank's articles ol’association, such as changes.
19. The existence of voting rights for each voting or nonvoting share.

20. The transparency of the way that shareholders nominate directors to the board.
21. The transparency of the way by which shareholders convene an extraordinary
general meeting.

22, The transparency of the procedure for initiating inquiries with the board.

23. The transparency of the procedure for putting forward proposals at shareholders
meetings.

. A formalized dividend policy.

. The existence of a review of last shareholders meeting.

b, Full GSM minutes.

. The existence ol a calendar ol important shareholders dates.

It [ T I
o =
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Block 2: Financial and Operational Information

Component 3. Financial information
Disclosure of:

28. The bank's accounting policy.

29, The accounting standards the bank uses.



Transparency & Disclosure by Russian Banks 2005

30. Financials according to local accounting standards.

31. Annual financial statements according to an internationally recognized accounting
standard (IFRS/US. GAAP).

32. Notes to annual financial statements according to IFRS/U.S. GAAP.

33. An independent auditor's report with regard to annual financial statements
according to [IFRS/US. GAAP.

34. An unqualified (clean) audit opinion with regard to annual financial statements
according to IFRS/ULS. GAAP.

35. Disclosure of related-party transactions (RPTs): sales to/purchases from. payables
to/receivables from related parties.

36. RPTs: indication that such transactions are made on market or nonmarket terms.
37. Detailed disclosure of RPTs: exact terms.

38. Interim (quarterly or semiannual) financial statements according to an
internationally recognized accounting standard (IFRS/ULS. GAAP).

39. Notes to such financial statements.

40. Whether these financial statements are audited or at least reviewed.

41. A basic earnings forecast of any kind.

42. A detailed earnings forecast.

43. Financial information on a quarterly basis.

44. A segment analysis (results broken down by business line).

45. Revenue structure (detailed breakdown).

46. Cost structure (high degree of detail).

47. The name of the bank's auditing firm.

48. Whether the audit firm is a top-tier auditor.

49. A reproduction of the auditors' report.

0. How much the bank pays in audit fees to the auditor.

1. Nonaudit fees paid to the auditor.

2. Quantitative/qualitative disclosure on risk exposure, including off-balance-sheet
items. amount of and provisions/allowances for bad loans, allocations of loans
according to types of counterparties based on their credit guality. maturity analysis of
assets and liabilities. ete.

53. Whether there are consolidated financial statements or whether only the parent or
holding company is audited.

Lh h

Lh

54. Methods of asset valuation.

55. Information about the method of calculating fixed-asset depreciation.

56. A list ol aftiliates in which the bank holds a minority stake.

57. The ownership structure of afhiliates.

58, Al list or register of RPTs,

59. Description of functional relationships between key operating units within the

bank.
60. A list or register of group transactions.

Component 4. Operational information

Disclosure of:

6 1. General description of the bank’s business lines.

62. Details of the products/services the bank provides.

63. Volumes and sales ol products/services.

64d. Characteristics ol bank’s assets.

65. Efficiency indicators. such as ROE, ROTA, net interest margin. ete.

66. Industry-specific indicators, including growth. liquidity and solvency ratios.
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67. A discussion of bank’s strategy.

68. Risk management policy.

69. Whether there are any plans for investment in the coming v
70. Detailed information about investment plans in the coming
71. Growth forecast of’ any kind.

72. An overview of trends in the banking industry: regulatory environment with
regard to the industry.

73. The market share for any or all of the bank’s businesses.

cars.
vear.

Block 3: Board and Management Structure and Process
Component 5. Board and management information

Disclosure of:

74. The list of board members (names/titles).

75. Details about directors other than name and title.

76. Details about the current employment and position of directors.

77. Details about the directors' previous emplovment and positions.

78. When each director joined the board.

79. ldentification of the directors’ profit-making arrangements with the bank.
80. A named chairman listed.

81. Details about the chairman. other than name and title.

82. Details about role of the board of directors at the bank.

83. Whether there is a list of matters reserved for the board.

84. Whether there is a list of board committees.

85. Names of all members ot each existing committee disclosed.

86. Whether there are internal audit functions besides the Audit Commitiee.
87. Attendance record for board meetings.

88. An overview of the last board meeting.

89. A detailed review of board meetings (minutes. including voting results on cach
item of the agenda).

90. The list ol senior managers not on the Board ol Directors.

91. The backgrounds of senior managers.

92. Major non-financial details of the CEO's contract.

93. The number of shares held in affiliated companies by managers.

94. Whether director training is provided.

Component 6. Board and management remuneration

Disclosure of:

95. The decision-making process tor directors' pay.

96. The specifics of directors' pay. including the salary levels.

97. The form of directors' salaries. such as whether they are in cash or shares.

98. The specilics of pay for directors.

99. The decision-making process for determining managerial (not board) pav.

100.  The specifics ol managers' (not board) pay. such as salary levels and bonuses.
101.  The form of managers’ (not board) pay.

102.  The specifics of performance-related pay for managers.
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1 period Lagged
Macro and
Financial Var.

Explanatory dF/idX dF/dX dF/dX dF/dX
Variables (7-statistics) (Z-statistics)  (Z-statistics) (Z-statistics)
GDP growth -lpg=E=s -1.03F= -1.00%*= 0.03
(-4.55) (-4.55) {-4.00) (1.12)
Terms of Trade Growth 0.02 0.01 0.03 0.07
(.19 (011 (0.32) (0.58)
Real Interest Rate (.00 0.00 0.00 0.00
(.78 (0.76) (1.05) (-0. 103
Inflation Rate (.00 0.00 0.00 0.01
(-0.49) (-0.38) {-0.55) (0.21)
M2/Foreign Exchange Reserves 0.18 0.18 0.13 0.19
(1.61) (1.58) (1.03) (1.26)
Private Credit as % of GDP (.03 0.04 0.05 0.03
(1.50) (1.35) (1.31) (0.60)
Bank Cash and Reserves/Assets (.05 0.04 0.04 0.06
(0.74) (0.58) {0.48) (0.73)
2 Period Lagged Credit Growth (.00 -0.01 0.00 0.01
(-0.23) (-0.27) {(-0.12) (0.57)
GDP per Capita -0.00% -0.00% -0.00% 0.00
(-1.88) (-1.00) (-1.91) (-1.48)
Transparency .99
((.42)
Financial Liberalization in the previous — [3.82%%#
5 years (5.53)
Poor Transparency * Fin Liberalization 21. 8=
in the previous 3 years (5.29)
Transparency * Fin Liberalization in [1.55%%=
the previous 5 years (3.52)
High Transparency H.06%F 6.00#
(1.86) (1.77)
Medium Transparency- 12.73%% [0.43%%
{3.04) (2.47)
Poor Transparency 17.37%= 3 Q4%
{(1.94) (1.70)
Number of Observations 665 677 677 644
Log Likelihood -151 -154 -163 -174

#*=Significant at 1%
#**Significant at 5 %
* Significant at 10%



