Bank Petrocommerce Group

Interim Consolidated Financial
Statements and Review Report

H

30 June 2007



Bank Petrocommerce Group
Interim Consolidated Financial Statements and Review Report

CONTENTS

REVIEW REPORT

INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Interim Consolidated Balance ShEet ... ... e e, 1
Intérirn Consolidated [Noome SIa BBt i s G T T e b s i S S A i e b e e s 2
Iiiterim Consolidatad Statement of Changes In EQUIY . s s oo s s v s s 1enimms 3
Interim Consolidated Statement of Cash FIOWS .......oo i e e 4

Notes to the Interim Consolidated Financial Statements

OO~ WN =

[T OB cueesusanmmess s s s o s o R A R A s A T R S S
Operating Environment of the Group
Basis of Preparation and Significant Accounting Policies

Critical Accounting Estimates, and Judgements in Applying Accounting Policies ... 15
Adoption of New or Revised Standards and Interpretations..............ccoooiiiiiii e 15
NEW ACEOURtING PronoumCEIMBINIS s smr o ey s o iy s e P s s s 16
CashzandiCash EoUINVEBIES ..sosuossemmimomons o oot imn s s s o G055 s S S AL S RSR— 17
ARG B BCUTIIES . i A S T s P s e P e e T e iy 17
DU Trom O BN wrussmn im0 s s s e e o s s 19
Loans and Advances t0 CUSIOMETS ... oo e 21
Investirient Sectntias AVAIIADIE FOT SalB s e s b s T S S e R R R e 26
PR e DT NASE TR RN B0k s wusmensnamossunsonoionss sisiosnsssros s S S T8 B S SR RSB 27
Premises. and EGUIDMBIL.. ..« s s i e i s (s i v i i s T e T s 29
T A S BB S cummasoonssmn e A 0 T B e SR P 30
DI =N (o O {a (= i 1= 1114 S USRS 30
GO O BT A COUTIES s im0 oS T e s AT o T T T e Sk S s 31
DDt SEOUTMHIES M ISSUEB ..ottt ettt ettt et e e e e e 32
OIHEE Borrowed FUnAs.. ...t i i e S S T e e S T i amam e 32
OTHET LoDl S s msss s consorsummssumnysesaise s s s oo 5w e s 573 s et s s e S AT 34
oYU s o] (o [TaT= Y (=1o I D= o SO U TSP RUUT 34
Share Capital «uevvmasmaas B S R T S S SR 34
REAINEA EAITINGS. ..ottt oottt 34
Interest Income and EXPeNSe ........coooviiiiiiiiiiiiiiii e s T T e R 35
Feeand Commission INcomieant EXPEMEE. e s b s i s e i v s s i 35
Administrative and Other Operating EXPENSES .. ...coii oot 36
N O T T B o e T S s S B e e T o S S S B 36
(DR To L= 4L I P OO PR PTRTOTOTRPPTRTIN 38
EoT=To] eaT= 0] B g =1y R o7 o P e e P poss s S 38
Einaricial RISk Maiia Qe s s sevsesswossmmsmenm s i s o s s s sras i sy i s s vases 41
Contingencies and COMMIMIENTS ...ttt 57
DErivative Financial S lmiieiits v e s s i R 61
Fair Value of FInancial INStIUMENTS. ...t e e et e e ensaees 61
Related Party TranSaCHONS .. .. ..ottt 62
PrnGIDaAl SUDSIHIBIIOS o v:omsvemsmmmummimssvsssesms oo o oo o s S s w55 L9 0 e B S5 P R 65

SUDSEUENT EVEIMTS ... ottt 65



PRICEWATERHOUSE( QOPERS

ZAO PricewaterhouseCoopers Audit
Kosmodamianskaya nab. 52/5

115054 Moscow

Russian Federation

Telephone +7 (495) 967 6000
Facsimile +7 (495) 967 6001

REVIEW REPORT
To the Shareholders and the Board of Directors of Bank Petrocommerce:

Introduction

We have reviewed the accompanying interim consolidated balance sheet of Bank Petrocommerce and
its subsidiaries (hereinafter the “Group”) as of 30 June 2007, and the related interim consolidated
statements of income, changes in equity and cash flows for the six months then ended. Management is
responsible for the preparation and presentation of these interim consolidated financial statements in
accordance with International Accounting Standard 34 "Interim Financial Reporting". Our responsibility is
to express a conclusion on these interim consolidated financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of
interim financial information consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Internationa! Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim consolidated financial statements do not present fairly, in all material respects, the financial
position of the Group as of 30 June 2007, and its financial performance and its cash flows for the six
months then ended in accordance with International Accounting Standard 34 "Interim Financial
Reporting”.

Other Matter
We draw attention to the fact that the Group has also prepared interim condensed consolidated financial
information for the six months ended 30 June 2007 and a review report on that financial information was
issued on 13 September 2007.

9 — | (,.—«.,‘,(., /-’-'f" A —

— f- : ~ .|
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Moscow, Russian Federation
30 October 2007

The firm is an authorized licensee of the tradename and logo of PricewaterhouseCoopers.



Bank Petrocommerce Group
Interim Consolidated Balance Sheet

30 June 2007

31 December

In thousands of Russian Roubles Note (unaudited) 2006
ASSETS

Cash and cash equivalents 7 16 410 342 16 319 839
Mandatory cash balances with central banks 2152 976 2243 064
Trading securities 8 15 535 156 14 450 761
Due from other banks 9 944 711 373 659
Loans and advances to customers 10 115 765 340 108 948 841
Investment securities available for sale 11 1762 263 1032 404
Repurchase receivable 12 4 635 161 1230 240
Deferred income tax asset 26 2964 15 329
Premises and equipment 18 2736 109 2638913
Other assets 14 1229 597 1039 582
TOTAL ASSETS 161 174 619 148 292 632
LIABILITIES :

Due to other banks 15 23 064 829 13 801 709
Customer accounts 16 82 221518 82 596 442
Debt securities in issue 17 13 001 127 11978 734
Other borrowed funds 18 21127 297 19 075 731
Deferred income tax liability 26 32 389 113 949
Other liabilities 19 938 770 973 070
Subordinated debt 20 3 962 565 4 002 016
TOTAL LIABILITIES 144 348 495 132 541 651
EQUITY

Share capital 21 6 752 558 6 752 558
Fair value reserve for investment securities available for

sale (21 386) (17 641)
Retained earnings 22 9943 741 8 893 534
Net assets attributable to the Bank’s equity holders 16 674 913 15 628 451
Minority interest 151 211 122 530
TOTAL EQUITY 16 826 124 15 750 981
TOTAL LIABILITIES AND EQUITY 161 174 619 148 292 632

Approved for issue by the Executive Board and signed on its behalf on 30 October 2007,

Nikitenko V.N.
President

e/

EV

Accountant

The notes set out on pages 5 to 65 form an integral part of these interim consolidated financial statements.



Bank Petrocommerce Group
Interim Consolidated Income Statement

Six months ended

Six months ended

30 June 2007 30 June 2006
In thousands of Russian Roubles Note {unaudited) {unaudited)
Interest income 23 7202753 4 294 131
Interest expense 23 (3 686 592) (1 937 000}
Net interest income 3516 161 23571314
Recovery of/(provision for) loan impairment 9 10 30 843 (135 427)
Net interest income after provision for loan
impairment 3547104 2221704
Fee and commission income 24 943 358 914 969
Fee and commission expense 24 (202 029) (124 845)
(Lasses net of gains)/gains less losses from trading
securities (714 040) 2308 545
Gains less losses from trading in foreign currencies 173 269 289133
Foreign exchange translation losses net of gains (46 428) (22 498)
Losses net of gains arising from investment securities )
available for sale (724) (7 551)
Other operating income 105 648 57 189
Administrative and other operating expenses \ 25 (2 239 150} (1736 485)
Profit before tax 1 567 008 3900 161
Income tax expense 26 (486 413) (895 528)
Profit for the period 1080 595 3004 633
Profit is attributable to:
Equity holders of the Bank 1050619 2970 207
Minority interest 29978 34 426
Profit for the period 1080 595 3004 633

The notes set out on pages 5 to 65 form an integral part of these interim consolidated financial statements.



Bank Petrocommerce Group

Interim Consolidated Statement of Changes in Equity

Attributable to equity holders of the Bank Minority Total
Share Fair value Retained Total Interest Equity
capital reserve for earnings
investment
securities
available for
In thousands of Russian Roubles ~ Neote sale
Balance at 1 January 2006 6§ 752 558 {9691) 5132509 11875376 79910 11955286
Investment securities available
for sale:
- Fair value losses net of gains - (18 548) - {18 548} (237) (18 783y
- Disposals - 7 254 - 7 254 297 7 551
Income tax recorded directly in
equity 26 - 2425 - 2425 92 2517
Other movements - 707 (30 128) {29 419) (3 463) (32 882)
Net loss recegnised directly in
equity - (8 160) (30 128) {38 2886) {3311 (41 597)
Prefit for the period - - 2970207 2870207 34 426 3004 833
Total recognised
incomel{expense) for the period - (8 1680y 2940 081 2931921 31115 2963 036
Batance at 30 June 2006
{unaudited) 6 752 558 (17 851) 80725380 14 BO7 297 111025 14918 322
Balance at 1 January 2007 6 752 558 (17 641) 8893534 15628 451 122 530 15750 981
Investment securities available
for sale:
- Fair value losses net of gains - (5680} - (5 680) (156) (5 836)
- Disposals - 700 - 700 24 724
fncome tax recorded directly in
equity 26 - 986 - 986 32 1018
Other movements - 249 (412} (163) (1 195) (1358)
Net loss recognised directly in
equity - (3 745) (412) (4 157) (1 295} (5 452)
Profit for the period - - 1050619 1050 619 29976 1 08C 595
Total recognised
income/(expense) for the period - (3745) 1050 207 1046 462 28 681 1075143
Balance at 30 June 2007
(unaudited) 6 752 558 (21 386) 9943741 16 674 313 151211 16826124

The notes set out on pages 5 fo 65 form an integral part of these interim consolidated financial statements.



Bank Petrocommerce Group
Interim Consolidated Statement of Cash Flows

Six months ended
30 June 2007
in thousands of Russian Roubles Note {unaudited)

Six months ended
30 June 2006
(unaudited)

Cash flows from operating activities

interest received 7 069 283 4137 873

Interest paid (3749 775) (1548 454)
Income received from trading in trading securities 249 871 2 807 853

Income received from trading in foreign currencies 180 383 289 133

Fees and commissions received 978 117 905 134
Fees and commissions paid (206 345) {125 635)
Other cperating income received 77799 35648

Administrative and other operating expenses paid (1826 013) (1629 359)
Income tax paid (734 647) (811 820)
Cash flows from operating activities before changes

in operating assets and liabilities 2038673 4 259 563

Changes in operating assets and liabilities

Net decreasef{increase) in mandatory cash balances with

central banks 89 371 (218 636)
Net {increase)/decrease in trading securities (2 057 560) 470716

Net increase in due from other banks (578 988) (93 822)
Net increase in loans and advances to customers ’ (7 397 431) (12 641 628)
Net (increase)/decrease in repurchase receivable d (3391 997) 100 767

Net (increase)/decrease in cther assels (65 428) 161773

Net increase/{decrease) in due o other banks 9 388 663 {3746 961)
Net (decrease)/increase in customer accounts (225123) 13777 794

Net increase in debt securities In issue 983 350 1457 242

Net decrease in other liabilities (273 461) (310 366)
Net cash (used in)/provided from operating activities (1489 929) 3 215 442

Cash flows from investing activities

Acquisition of investment securities available for sale (2 521 286) (1 342 400)
Proceeds from disposal of investmant securities avaiiable

for sale 1772428 1075588

Acquisition of premises and equipment 13 (277 054) (131 496)
Proceeds from disposal of premises and equipment 17 282 6 441

Dividend income received 26 823 18 641

Net cash used in investing activities (981 BO7) (373 226)
Cash flows from financing activities

Proceeds from other borrowed funds 6792 353 8 980 535

Repayment of other borrowed funds (4 198 651) (1383 12%)
Dividends paid () -

Net cash from financing activities 2593 801 7 597 410

Effect of exchange rate changes on cash and cash

equivalents (37 819) (69 025)
Accrued interest income on cash and cash

equivalents 6 257 3325

Net increase in cash and cash equivalents 90 503 10 373 926

Cash and cash equivalents at the beginning of the period 16 319 839 14 350 855

Cash and cash equivalents at the end of the period 7 16 410 342 24 724 781

The notes set out on pages 5 to 65 form an integral part of these interim censolidated financial statements.
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Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

1 Introduction

These interim consolidated financial statements for the six months ended 30 June 2007 have been
prepared for OAO Bank Petrocommerce (the "Bank”) and its subsidiaries (together referred to as the
“‘Group” or “Bank Petrocommerce Group”) in accordance with International Accounting Standard 34
“Interim Financial Reporting” ("|AS 34").

The activities of the Group are regulated by the Central Bank of the Russian Federation (the “CBRF”),
legislation of the Russian Federation and countries in which the subsidiaries are registered.

The Bank is an open joint-stock commercial bank owned by shareholders whose liability is limited. The
Bank was established in the Russian Federation as a limited liability partnership in 1992 and was granted
its general banking licence on 6 September 1993. In March 2000, the Bank changed its legal status from
a partnership to an open joint stock company. The principal activities of the Bank include deposit taking
and commercial lending, support of clients’ export/import transactions, foreign exchange, securities
trading and trading in derivative financial instruments. The Bank’s operations are conducted in both
Russian and international markets.

The Bank participates in the State deposit insurance programme, which was introduced by Federal Law
No. 177-FZ “On Insurance of Individuals' Deposits with Banks of the Russian Federation” dated
23 December 2003. The State Deposit Insurance Agency will guarantee 100% repayment of individual
deposits up to RR 100 thousand per individual and 90% repayment of individual deposits exceeding
RR 100 thousand per individual but not exceeding RR 400 thousand in case of the withdrawal of a license
of a bank or a CBRF imposed moratorium on payments.

The Bank's office is registered at the following address: Petrovka 24, Moscow, Russia 127051,
At 30 June 2007 the Bank had 18 branches (31 December 2006: 18 branches) in the Russian Federation.
The average number of the Bank’'s employees during the reporting period was 2 551 (2006: 2 375).

In 2004 the Bank’s main shareholder changed. OAC LUKOIL, a major Russian oil company, which was
tne Bank’s main shareholder, sold a controlling block of ordinary shares (324 092 500 ordinary shares),
accounting for 78.07% of the Bank's voting shares, to the financial group IFD Kapital. IFD Kapital is
primarily focused on operations in the Russian Federation and participates in the following businesses:
trading and brokerage activities, trust activities, investment advisory services, administration of pension
funds and the provision of insurance services within the Russian Federation. IFD Kapital and OAO
LUKOIL also concluded a preliminary agreement on the sale and purchase of an additional
87 350 700 ordinary shares of the Bank before 1 July 2007 for certain consideration. In October 2005 this
preliminary agreement was cancelled. In December 2005 an open tender for the right to purchase
86 895 100 ordinary shares of the Bank was announced. Based on the results of the tender, IFD Kapital
obtained the right to purchase these shares. Between 15 May and 2 June 2006 ownership rights on
86 855 100 ordinary shares of the Bank have been transferred to IFD Kapital Group. Also refer to
Note 21.

The main subsidiaries of Bank Petrocommerce Group are the following: OAO Komi Regional Bank
Ukhtabank, ZAO Bank Petrocommerce-Ukraine, OAQO Joint Stock Investment and Commercial industrial
and Construction Bank Stavropolie, CB UNIBANK S.A. and Petrocommerce Invest S.A. Refer to Note 34.

Below is the description of the main operations of the principal subsidiaries.

Open Joined-Stock Company Komi Regional Bank Ukhtabank ("Ukhtabank”) is a commercial bank
owned by shareholders whose liability is limited. The Bank’s principal business activity is commercial and
retail banking operations, operations with securities and foreign exchange within the Russian Federation.
The Bank has operated under a banking license issued by the CBRF since 1991. The head office of
Ukhtabank is located at the following address: Russia, 169300, Komi Republic, Ukhta, Oktyabrskaya str.,
14. At 30 June 2007 Ukhtabank had six branches within the Russian Federation (31 December 2006: six
branches). The average number of employees of Ukhtabank during the reporting period was 518 (2006:
544). The controlling block of shares of Ukhtabank was acquired by the Group in 2002.




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

1 Introduction {Continued)

ZAO Bank Petrocommerce-Ukraine ("Petrocommerce-Ukraine”) was registered on 26 September 1996
by the National Bank of Ukraine as a joint-stock company under the name Aviatekbank. In January 2002,
Aviatekbank was acqguired by the Group and in February 2002 it was renamed as ZAO Petrocommerce-
Ukraine. The current banking licence #108-1 was received by Petrocommerce-Ukraine on § April 2002.
Petrocommerce-Ukraine’s main activities include provision of banking services to companies representing
various economic sectors, state bodies and individuals. These services include deposit taking, lending,
investments in securities and execution of payments in Ukrazine and abroad. Bank Petrocommerce-
Ukraine's head office is located in Kiev. At 30 June 2007 Bank Petrocommerce-Ukraine also had four
branches in Ukraine {31 December 2006: four branches). The average number of Bank Petrocommerce-
Ukraine’s employees during the reporting period was 540 (2006: 510). _

Joint-Stock Investment Commercial Industrial and Construction Bank Stavropolie, an open joint-
stock company (“Stavropolpremstroybank™), was created in December 1981 as a result of restructuring of
commercial bank “Stavropolie® previously founded on 26 December 1990. In March 1996 the bank
changed its legal form and became an open joined-stock company. In May 2002, Stavropolpromstreibank
was acquired by the Group. Stavropolpromstroybank has banking licence  #1288.
Stavropolpromstroibank’s main activities include deposit taking, lending, cash and settlement services to
clients and transactions with securities and foreign currencies. Stavropolpromstroibank’s head office is
located in Stavropol. At 30 June 2007 the Bank had seven branches within the Russian Federation
{31 December 2006: seven branches). The average number of the Bank’'s employees during the reporting
period was 639 (2008: 609).

Commercial Bank Unibank S.A. ("Unibank”) was created in the Republic of Moldova in August 1992. In
December 2002 it became a subsidiary of the Bank. Unibank has a type "B” licence for all types of
banking activities excluding trust activities. Unibank’s main activities include deposit taking, lending, cash
and settlement services to clients and transactions with securities. The head office of Unibank is located
in Kishinev. At 30 June 2007 Unibank had five branches in the Republic of Moldova {31 December 2006;
five branches). The average number of the Bank's employees during the reporting period was 238 (20086:
247},

Petrocommerce Invest §.A. was founded in Luxembeurg in February 2006. The registration number is
B114800. Main activity of the company is attraction of medium- and long-term funds en international
financial markets for the benefit of the Group.

Presentation currency. These interim consolidated financizl statements are presented in thousands of
Russian Roubles ("RR thousands").

In the normal course of business the Group enters into transactions with its related parties. These
transactions include, but are not limited to settlements, lending, deposit taking, guarantees, trade finance
and foreign currency transactions. At 30 June 2007, a substantial portion of the Group's liabilities {14% of
total tiabilities) (31 Decemnber 2006: 14% of totat liabilities) are due to related parties. Refer to Note 33,

2 Operating Environment of the Group

The Russian Federation displays certain characteristics of an emerging market, including relatively high
inflation and strong economic growth. The banking sector in the Russian Federation is sensitive to
adverse fluctuations in confidence and economic conditions and may occasionally experience reductions
in liquidity. Management is unable to predict all developments which could have an impact on the banking
sector and consequently what effect, if any, they could have on the financial position of the Group.

The tax, currency and customs legislation within the Russian Federaticn is subject to varying
interpretations and frequent changes. Furthermore, the need for further developments in the bankruptey
laws, the absence of formalised procedures for the registration and enforcement of collateral, and other
legal and fiscal impediments contribute to the challenges faced by banks currently operating in the
Russian Federation. The future economic direction of the Russian Federation is largely dependent upon
the effectiveness of economic, financial and monetary measures undertaken by the Government, together
with tax, legal, regulatory, and political developments. The operating environment in the Ukraine and the
Republic of Moldova, where the Group's subsidiaries operate, is broadly comparable to that of the
Russian Federation described above.




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies

Basis of preparation. These interim consolidated financial statements have been prepared in
accordance with |AS 34 “Interim Financial Reporting” under the historical cost convention, as modified by
revaluation of trading securities, investment securities available for sale and derivative financial
instruments. The Bank maintains its accounting records in accordance with Russian banking regulations.
Subsidiaries maintain their accounting records in accordance with Russian accounting regulations or
applicable companies’ law in respective jurisdictions. These interim consolidated financial statements
have been prepared from the accounting records of the constituent entities of the Group and adjusted as
necessary in order to be in accordance with |IAS 34. The principal accounting policies applied in the
preparation of these interim consolidated financial statements are set out below. These policies have
been consistently applied to all the periods presented, unless otherwise stated. Refer to Note 5.

Consolidated financial statements. Subsidiaries are those companies and other entities (including
special purpose entities) in which the Group, directly or indirectly, has an interest of more than one half of
the voting rights or otherwise has power to govern the financial and operating policies so as to obtain
benefits. The existence and effect of potential voting rights that are presently exercisable or presently
convertible are considered when assessing whether the Group controls another entity. Subsidiaries are
consolidated from the date on which control is transferred to the Group (acquisition date) and are de-
consoclidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an
acquisition is measured at the fair value of the assets given up, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition. The date
of exchange is the acquisition date where a business combination is achieved in a single transaction, and
is the date of each share purchase where a business combination is achieved in stages by successive
share purchases.

The excess of the cost of acquisition over the acquirer's share of the fair value of the net assets of the
acquiree at each exchange transaction is recorded as goodwill.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are measured at their fair values at the acquisition date, irrespective of the extent of any minority interest.

Intercompany transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless the cost cannot be recovered. The Bank and all
of its subsidiaries use uniform accounting policies consistent with the Group’s policies.

Minority interest is that part of the net results and of the net assets of a subsidiary attributable to interests
which are not owned, directly or indirectly, by the Bank. Minority interest forms a separate component of
the Group’s equity.

Other movements in the consolidated statement of changes in equity include the result of net assets
revaluation arising on the consolidation of the Group's subsidiaries whose functional currency differs from
the Group’s presentation currency (Russian Rouble). The cumulative balance of currency translation
differences recorded in equity at 30 June 2007 amounted to a loss of RR 55 992 thousand (30 June 2006:
loss of RR 52 555 thousand).

Key measurement terms. Depending on their classification, financial instruments are carried at fair value
or amortised cost as described below.




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies (Continued)

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. Fair value is the current bid price for
financial assets and current asking price for financial liabilities which are quoted in an active market. For
assets and liabilities with offsetting market risks, the Group may use mid-market prices as a basis for
establishing fair values for the offsetting risk positions and apply the bid or asking price to the net open
position as appropriate. A financial instrument is regarded as quoted in an active market if quoted prices
are readily and regularly available from an exchange or other institution and those prices represent actual
and regularly occurring market transactions on an arm’s length basis.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal
of a financial instrument. An incremental cost is one that would not have been incurred if the transaction
had not taken place. Transaction costs include fees and commissions paid to agents (including
employees acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and
securities exchanges, and transfer taxes and duties. Transaction costs do not include debt premiums or
discounts, financing costs or internal administrative or holding costs.

Amortised cost is the amount at which the financial instrument was recognised at initial recognition less
any principal repayments, plus accrued interest, and for financial assets less any write-down for incurred
impairment losses. Accrued interest includes amortisation of transaction costs deferred at initial
recognition and of any premium or discount to maturity amount using the effective interest method.
Accrued interest income and accrued interest expense, including both accrued coupon and amortised
discount or premium (including fees deferred at origination, if any), are not presented separately and are
included in the carrying values of related balance sheet items.

The effective interest method is a method of allocating interest income or interest expense over the
relevant period so as to achieve a constant periodic rate of interest (effective interest rate) on the carrying
amount. The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts (excluding future credit losses) through the expected life of the financial instrument or a shorter
period, if appropriate, to the net carrying amount of the financial instrument. The present value calculation
includes all fees paid or received between parties to the contract that are an integral part of the effective
interest rate (refer to income and expense recognition policy).

Initial recognition of financial instruments. Trading securities and derivatives are initially recorded at
fair value. All other financial instruments are initially recorded at fair value plus transaction costs. Fair
value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is
only recorded if there is a difference between fair value and transaction price which can be evidenced by
other observable current market transactions in the same instrument or by a valuation technique whose
inputs include only data from observable markets.

All purchases and sales of financial assets at fair value through profit or loss and available for sale that
require delivery within the time frame established by regulation or market convention (‘regular way”
purchases and sales) are recorded at trade date, which is the date that the Group commits to deliver a
financial asset. All other purchases and sales are recognised on the settlement date with the change in
value between the commitment date and settlement date not recognised for assets carried at cost or
amortised cost; recognised in profit or loss for trading securities, derivatives; and recognised in equity and
assets classified as available for sale.

Cash and cash equivalents. Cash and cash equivalents are items which are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value. Cash and cash
equivalents include all interbank placements with original maturities of less than three months. Funds
restricted for a period of mare than three months are excluded from cash and cash equivalents. Cash and
cash equivalents are carried at amortised cost.

Mandatory cash balances with central banks. Mandatory cash balances with the Central Bank of the
Russian Federation and other central banks are carried at amortised cost and represent non-interest
bearing mandatory reserve deposits which are not available to finance the Group'’s day to day operations
and hence are not considered as part of cash and cash equivalents for the purposes of the interim
consolidated cash flow statement.

Trading securities. Trading securities are securities, which are either acquired for generating a profit
from short-term fluctuations in price or trader's margin, or are securities included in a portfolio in which a
pattern of short-term trading exists. The Group classifies securities into trading securities if it has an
intention to sell them within a short period after purchase, i.e. within twelve months. Trading securities are
not reclassified out of this category even when the Group’s intentions subsequently change.




Bank Petrocommerce Group
Noftes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies (Continued)

Trading securities are carried at fair value. Interest earned on trading securities calculated using the
effective interest method is presented in the consolidated income statement as interest income. Dividends
are included in other operating income when the Group's right to receive the dividend payment is
established and it is probable that the dividends will be collected. All other elements of the changes in the
fair value and gains or losses on derecognition are recorded in profit or loss as gains less losses from
trading securities in the period in which they arise.

Due from other banks. Amounts due from other banks are recorded when the Group advances money
to counterparty banks with no intention of trading the resulting unquoted non-derivative receivable due on
fixed or determinable dates. Amounts due from other banks are carried at amortised cost.

Loans and advances to customers. Loans and advances to customers are recorded when the Group
advances money to purchase or originate an unquoted non-derivative receivabie from a customer due on
fixed or determinable dates and has no intention of trading the receivable. Loans and advances to
customers are carried at amortised cost.

Impairment of financial assets carried at amortised cost. Impairment losses are recognised in profit or
loss when incurred as a result of one or more events (‘loss events”} that occurred after the initial
recognition of the financial asset and which have an impact on the amount or timing of the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated. If the
Group determines that no objective evidence exists that impairment was incurred for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for impairment.

The primary factors that the Group considers whether a financial asset is impaired is its overdue status
and realisability of refated coilateral, if any. The following other principal criteria are also used fo
determine that there is objective evidence that an impairment loss has occurred:

. any instaiment is overdue and the late payment cannct be attributed to a delay caused by the
setilement systems;

. the borrower experiences a significant fmancaal difficulty as evidenced by borrower's financial
information that the bank obtains;

. the borrower considers bankruptcy or a financial reorganisation;

. there is adverse change in the payment status of the borrower as a result of changes in the

national or local economic conditions that impact the borrower;
. the value of collateral significantly decreases as a result of detericrating market conditions.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics. Those characteristics are relevant to the estimation of future cash flows
for groups of such assets by being indicative of the debtors’ ability to pay all amounts due according to
the contractuat terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cash flows of the assets and the experience of management in
respect of the extent to which amounts will become overdue as a result of past loss events and the
success of recovery of overdue amounts. Past experience is adjusted on the basis of current observable
data to reflect the effects of current conditions that did not affect past periods and to remove the effects of
past conditions that do not exist currently.

Impairment losses are always recognised through an allowance account to write down the asset’s
carrying amount to the present value of expected cash flows (which exclude future credit losses that have
not been incurred) discounted at the original effective interest rate of the asset. The calculation of the
present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and selling the coltateral, whether or not
foreclosure is probable.




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies (Continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event cccurring after the impairment was recognised (such as an improvement in the
debtor's credit rating), the previously recognised impairment loss is reversed by adjusting the allowance
account through profit or loss.

Uncollectible assets are written off against the related impairment loss provision after all the necessary
procedures to recover the asset have been completed and the amount of the loss has been determined.

Credit related commitments. The Group enters into credit related cormmitments, including letters of
credit and financial guarantees. Financial guarantees represent irrevocable assurances to make
paymenis in the event that a customer cannot meet its obligations to third parties and carry the same
credit risk as loans. Financial guarantees and commitments to provide a loan are initially recognised at
their fair value, which is nermally evidenced by the amount of fees received. This amount is amortised on
a straight line basis over the life of the commitmeni, except for commitments to originate loans if it is
probable that the Group will enter into a specific lending arrangement and dees not expect to sell the
resulting loan shortly after arigination; such loan commitment fees are deferred and inciuded in the
carrying value of the loan on initial recognition. At each balance sheet date, the commitments are
measured at the higher of (i) the unamortised balance of the amount at initial recognition and (i) the best
estimate of expenditure required to setile the commitment at the balance sheet date.

Investment securities available for sale. This classification includes investment securities which the
Group intends te hold for an indefinite period of time and which may be sold in response to neads for
liguidity or changes in interest rates, exchange rates or equity prices. The Group classifies investments as
available for sale at the time of purchase.

Investment securities available for sale are carried at fair value. Interest income on available for sale debt
securities is calculated using the effective interest method and recognised in profit or loss. Dividends on
available-for-sale equity instruments are recognised in profit or loss when the Group's right to receive payment
is established. All other elements of changes in the fair value are deferred in equity until the investment is
derecognised or impaired, at which time the cumulative gain or loss is removed from equity to profit or loss.

Impairment losses are recognised in profit or loss when incurred as a result of one or more events (‘loss
events”) that occurred after the initial recognition of investment securities available for sale. A significant
or prelonged decline in the fair value of an equity security below its cost is an indicator that it is impaired.
The cumulative impairment loss — measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that asset previously recognised in profit or loss — is
removed from equity and recognised in profit or loss. Impairment losses on equity instruments are not
reversed through profit or loss. If, in a subsequent pericd, the fair value of a debt instrument classified as
available for sale increases and the increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss is reversed through current period’s
profit or loss.

Sale and repurchase agreements. Sale and repurchase agreements (“repo agreements”) are treated as
secured financing transactions. Securities sold under sale and repurchase agreements are not
derecognised. The securities are not reclassified in the balance sheet unless the transferee has the right
by contract or custom to seli or repledge the securities, in which case they are reclassified as repurchase
receivables. The corresponding liabilities are presented within due to other banks or customer accounts.

Securities purchased under agreements to resell (“reverse repo agreements”) are recorded as cash and
cash equivalents, due from other banks or loans and advances to customers, as appropriate. The
difference between the sale and repurchase price is treated as interest income and accrued over the life
of repo agreements using the effective interest method.

Promissory notes purchased. Promissory notes purchased are included in trading securities, or in due
fram other banks, or in loans and advances to customers, or in investment securities available for sale,
depending on their substance and are recorded, subsequenily remeasured and accounted for in
accerdance with the accounting policies for these categories of assets.
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Notes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies (Continued)

Derecognition of financial assets. The Group derecognises financial assets when (i) the assets are
redeemed or the rights to cash flows from the assets otherwise expired or (i) the Group has trarsferred
substantially alf the risks and rewards of ownership of the assets or (iii) the Group has neither transferred
nor retained substantially all risks and rewards of ownership but has not retained control. Control is
retained if the counterparty does not have the practical ability to sell the asset in its entirety to an
unrelated third party without needing to impose additional restrictions on the sale.

Premises and equipment. Premises and equipment are stated at cost, restated to the equivalent
purchasing power of the Russian Rouble at 31 December 2002 for assets acquired prior to 1 January
2003, less accumulated depreciation and provision far impairment, where required.

Construction in progress is carried at cost less provision for impairment where required. Cost includes
borrowing cests incurred on specific or general funds borrowed to finance construction of quatifying
assets. Upon completion, assets are transferred to premises and equipment at their carrying amount
Construction in pragress is not depreciated until the asset is available for use.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts or
components of premises and equipment items are capitalised and the replaced part is retired.

If impaired, premises and equipment are written down to the higher of their value in use and fair value
less costs to sell. Changes in the carrying value are reccrded in profit or loss An impairment loss
recognised for an asset in prior years is reversed if there has been a change in the estimates used to
determine the asset’s value in use or fair value less costs to sell.

Gains and losses on disposals determined by comparing proceeds with carrying amount are recognised
in profit or ioss.

Depreciation. Land is not depreciated. Depreciation on other items of premises and equipment is
calculated using the straight-line method to allocate their cost to their residual values over their estimated
useful lives at the following annual rates:

Premises 2% per annum; and
Office and computer eguipment 20-33% per annum.

The residual value of an asset is the estimated amount that the Group would currently obtain from
disposal of the asset less the estimated costs of disposal, if the asset were already of the age and in the
condition expected at the end of its useful life. The residual value of an asset is nil if the Group expects to
use the asset until the end of its physical life. The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

Operating leases. Where the Group is a lessee in a lease which does not transfer substantially all the
risks and rewards incidental to ownership from the lessor to the Group, the total lease payments are
charged to profit or l0ss on a straight-line basis over the period of the lease.

Due to other banks. Amounts due to other banks are recorded when money or other assets are
advanced to the Group by counterparty banks, The nan-derivative liability is carried at amortised cost.

Customer accounts. Customer accounts are ncn-derivative liabilities to individuals, state or corporate
customers and are carried at amortised cost.

Debt securities in issue. Debt securities in issue include bonds, promissory notes, deposit and savings
certificates issued by the Group. Debt securities are stated at amortised cost. If the Group purchases its
own debi securities in issue, they are removed from the consolidated balance sheet and the difference
between the carrying amount of the liability and the consideration paid is included in gains arising from
retirement of debt.

Other borrowed funds. Other borrowed funds include medium and long-term funds attracted by the
Group on the international financial markets. Other borrowed funds are carried at amortised cost. If the
Group purchases its own other borrowed funds, they are removed from the consolidated balance sheet and
the difference between the carrying amount of the liability and the consideration paid is included in gains or
losses arising from early retirernent of debt.

11




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

3 Basis of Preparation and Significant Accounting Policies (Confinued)

Subordinated debt. Subordinated debt is a non-derivative liability carried at amortised cost. The
subordinated debt ranks after all other creditors in case of liquidation.

Derivative financial instruments. Derivative financial instruments, including foreign exchange contracts
are carried at their fair value. All derivative instruments are carried as assets when fair value is positive
and as liabilities when fair value is negative. Changes in the fair value of derivative instruments are
included in profit or loss as either gains less losses arising from trading in foreign currency or gains less
losses arising from trading securities depending on the related contracts. The Group does not apply
hedge accounting.

Income taxes. Inccme taxes have been provided for in the consolidated financial statements in
accordance with applicable legisiation enacted or substantively enacted by the balance sheet date. The
income tax charge comprises current tax and deferred tax and is recognised in the consolidated income
statement except if it is recognised directly in equity because it relates to transactions that are also
recognised, in the same or a different period, directly in equity.

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect of
taxable profits or losses for the current and prior periods. Taxable profits or losses are based on
estimates if financiai statements are authorised prior to filing relevant tax returns. Taxes, other than cn
income, are recorded within administrative and other operating expanses. '

Deferred income tax is provided using the balance sheet lizbility method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes. In accordance with the initial recognition exemption, deferred taxes are
not recorded for temporary differences on initial recognition of an asset or a liability in a transaction other
than a business combination if the transaction, when initially recorded, affects neither accounting nor
taxable profit. Deferred tax balances are measured at tax rates enacted or substantively enacted at the
balance sheet date which are expected to apply to the period when the temporary differences will reverse
or the tax loss carry forwards will be utilised. Deferred tax assets and liabilities are netted only within the
individual companies of the Group. Deferred tax assets for deductible temporary differences and tax loss
carry forwards are recorded in the consolidated balance sheet only to the extent that it is probable that
future taxable profit will be available against which the deductions can be utilised.

Deferred income tax is provided on post acquisition retained earnings of subsidiaries, except where the
Group controls the subsidiary's dividend policy and it is probable that the difference will not reverse
through dividends or otherwise in the foreseeable future.

Uncertain tax positions. The Group's uncertain tax positions are reassessed by Management at every
balance sheet date. Liabilities are recorded for income tax positiens that are determined by Management
as more likely than not to resuit in additional taxes being levied if the positions were to be challenged by
the tax authorities. The assessment is based on the interpretation of tax laws that have been enacted or
substantively enacted by the balance sheet date and any known Court or other rulings on such issues.
Liabilities for penalties, interest and taxes other than on income are recognised based on Management's
best estimate of the expenditure required to settle the obligations at the balance sheet date.

Provisions for liabilities and charges. Provisions for liabilities and charges are non-financial liabilities of
uncertain timing or amount. They are accrued when the Group has a present legal or constructive
obligation as a result of past events, it is probable that an outfiow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can
be made.

Trade and other payables. Trade payables are accrued when the counterparty performed its obligations
under the contract and are carried at amortised cost.

Preference shares. Preference shares that are not redeemable and with discrefionary dividends, are
classified as equity.

Dividends. Dividends are recorded in equity in the period in which they are declared. Dividends declared
after the balance sheet date and before the financial statements are authorised for issue are disclosed in
the subsegqueni evenis note. The statutory accounting reports of the Bank are the basis for profit
distribution and other appropriations. Russian legisiation identifies the basis of distribution as the current
year net profit.
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3 Basis of Preparation and Significant Accounting Policies (Continued)

At 30 June 2007 the principal rate of exchange used for translating foreign currency balances was
USD 1 = RR 25.8162 (31 December 2006: USD 1 = RR 26.3311).

Fiduciary assets and trust activities. Assets and liabilities held by the Group in its own name, but on
the account of third parties, are not reported on the consolidated balance sheet. The extent of such
balances and transactions is indicated in Note 30. For the purposes of disclosure, fiduciary and trust
activities do not encompass safe custody functions. Commissions received from fiduciary activities are
shown in fee and commission income.

Offsetting. Financial assets and liabilities are offset and the net amount reported in the consolidated
balance sheet only when there is a legally enforceable right to offset the recognised amounts, and there is
an intention to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

Accounting for the effects of hyperinflation. The Russian Federation has previously experienced
relatively high levels of inflation and was considered to be hyperinflationary as defined by IAS 29
“Financial Reporting in Hyperinflationary Economies” (“IAS 29"). 1AS 29 requires that the financial
statements prepared in the currency of a hyperinflationary economy be stated in terms of the measuring
unit current at the balance sheet date. It states that reporting operating results and financial position in the
local currency without restatement is not useful because money loses purchasing power at such a rate
that the comparison of amounts from transactions and other events that have occurred at different times,
even within the same accounting period, is misleading.

The characteristics of the economic environment of the Russian Federation indicated that hyperinflation
had ceased effective from 1 January 2003. Restatement procedures of IAS 29 are therefore only applied
to assets acquired or revalued and liabilities incurred or assumed prior to that date. For these balances,
the amounts expressed in the measuring unit current at as 31 December 2002 are the basis for the
carrying amounts in these interim consolidated financial statements. The restatement was calculated
using the conversion factors derived from the Russian Federation Consumer Price Index (“CPI"),
published by the Russian Statistics Agency, and from indices obtained from other sources for years prior
to 1992.

Staff costs and related contributions. \Wages, salaries, contributions to the Russian Federation state
pension and social insurance funds, paid annual leave and sick leave and bonuses are accrued in the
period in which the associated services are rendered by the employees of the Group.

Segment reporting. A segment is a distinguishable component of the Group that is engaged either in
providing products or services (business segment) or in providing products or services within a particular
economic environment (geographical segment), which is subject to risks and rewards that are different
from those of other segments. Segments with a majority of revenue earned from sales to external
customers and whose revenue, result or assets are ten percent or more of all the segments are reported
separately. Geographical segments of the Group have been reported separately within these interim
consclidated financial statements based on the ultimate domicile of the counterparty, e.g. based on
economic risk rather than legal risk of the counterparty.

Changes in accounting policies and presentation. Where necessary, corresponding figures have been
adjusted to conform to the presentation of the current period amounts. The effect of reclassifications
made in the interim consolidated statement of cash flows for the six months ended 30 June 2006 was
RR 1 250 740 thousand in the line “Net increase in cash and cash equivalents”.
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4 Critical Accounting Estimates, and Judgements in Applying Accounting Policies

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgements are continually evaluated and are based on
management's experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. Management also makes certain judgements, apart from those
involving estimations, in the process of applying the accounting policies. Judgements that have the most
significant effect on the amounts recognised in the financial statements and estimates that can cause a
significant adjustment to the carrying amount of assets and liabilities within the next financial period
include:

Impairment losses on loans and advances. The Group regularly reviews its loan portfolios to assess
impairment. In determining whether an impairment loss should be recorded in the consolidated income
statement, the Group makes judgements as to whether there is any observable data indicating that there
is 2 measurable decrease in the estimated future cash flows from a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio. This evidence may include observable data
indicating that there has been an adverse change in the payment status of borrowers in a group, or
national or local economic conditions that correlate with defaults on assets in the group. Management
uses estimates based on historical loss experience for assets with credit risk characteristics and objective
evidence of impairment similar to those in the portfolio when scheduling its future cash flows. The
methodology and assumptions used for estimating both the amount and timing of future cash flows are
reviewed regularly to reduce any differences between loss estimates and actual loss experience. Also the
Group made reversals of loan impairment provisions primarily as a result of improving macroeconomic
conditions and so far limited effects of the global liquidity recession on the Russian markets and the
Group's customers. Under IFRS, impairment losses on financial assets expected as a result of future
events, no matter how likely, cannot be recognised.

Tax legislation. Russian tax, currency and customs legislation is subject to varying interpretations. Refer
to Note 30.

5 Adoption of New or Revised Standards and Interpretations

Certain new IFRSs became effective for the Group from 1 January 2007. Listed below are those new or
amended standards and interpretations which are or in the future could be relevant to the Group's
operations and the nature of their impact on the Group's accounting policies. All changes in accounting
policies were applied retrospectively with adjustments made to the retained earnings at 1 January 20086,
unless otherwise described below.

IFRS 7 Financial Instruments: Disclosures and a complementary Amendment to [IAS 1
Presentation of Financial Statements - Capital Disclosures (effective from 1 January 2007). The
IFRS introduces new disclosures to improve the information about financial instruments. The volume of
disclosures will increase significantly with an emphasis on quantitative aspects of risk exposures and the
methods of risk management. The quantitative disclosures will provide information about the exient of
exposure to risk, based on information provided internally to the entity's key management personnel.
Qualitative and quantitative disclosures will cover exposure to credit risk, liquidity risk and market risk
including sensitivity analysis to market risk. IFRS 7 replaces IAS 30 “Disclosures in the Financial
Statements of Banks and Similar Financial Institutions”, and some of the requirements in IAS 32
“Financial Instruments: Disclosure and Presentation”. The Amendment to IAS 1 introduces disclosures
about level of an entity's capital and how it manages capital. These interim consolidated financial
statements disclose this additional information.

Other new standards or interpretations. The Group has adopted the following other new standards or
interpretations which became effective from 1 January 2007:

. IFRIC 7, Applying the Restatement Approach under IAS 29 (effective for periods beginning on or
after 1 March 2006);
IFRIC 8, Scope of IFRS 2 (effective for periods beginning on or after 1 May 2006);
IFRIC 9, Reassessment of Embedded Derivatives (effective for annual periods beginning on or after
1 June 2008);

. IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning on or
after 1 November 20086).

The new IFRIC interpretations 7 to 10 did not significantly affect the Group's interim consolidated financial
statements.
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6 New Accounting Pronouncements

Certain new standards and interpretations have been published that are mandatory for the Group's
accounting periods beginning on or after 1 January 2008 cr iater periods and which the Group has not
early adopted:

IAS 1, Presentation of Financial Statements (revised September 2007; effective for annual periods
beginning on or after 1 January 2008). The main change in IAS 1 is the replacement of the Income
statement by a statement of comprehensive income which will also include all non-owner changes in
equity, such as the revaluation of available-for-sale financial assets. Alternatively, entities will be allowed
to present two statements: a separate income statement and a statement of comprehensive income. The
revised IAS 1 also introduces a requirement to present a statement of financial position (balance sheet) at
the beginning of the earliest comparative period whenever the entity restates comparatives due to
reclassifications, changes in accounting policies, or corrections of errors. The Group expects the revised
IAS 1 to affect the presentaticn of its consolidated financial statements but to have no impact on the
recegnition or measurement of specific transactions and balances.

IFRS 8, Operating Segments (effective for annual periods beginning on or after 1 January 2009).
This Standard applies to entities the debt instrument of which are traded in the open market, and entities
which provide, or plan to provide, their financial statements to supervisory bodies in connection with
placement of certain instruments in the open market. [FRS 8 requires to disclose financial and narrative
information in respect of operating segments and clarifies how to disclose it in the financial statements.
Currently, the management evaluates the effect of this Standard on disclosing information on segments in
the Group’s consoclidated financial statements.

{AS 23, Borrowing Costs (revised March 2007; effective for annual periods beginning on or after
1 January 2009). The main change to IAS 23 is the removal of the option of immediately recognising as
an expenss borrowing cests that relate to assets that take a substantial period of time to get ready for use
or sale. An entity is, therefore, required to capitalise such borrowing ¢osts as part of the cost of the asset.
The revised Standard applies prospectively to borrowing costs relating to qualifying assets far which the
commencement date for capitalisation is on or after 1 January 2009. The Group is currently assessing the
impact of the amended Standard on its consoclidated financial statements.

Other new standards or interpretations The Group has not early adopted the following other new
standards or interpretations:

. IFRIC 11, IFRS 2 - Group and Treasury Share Transactions (effective for annual periods beginning
on or after 1 March 2007),

) IFRIC 12, Service Concession Arrangements (effective for annual periods beginning on or after
1 March 2008},

. IFRIC 13, Customer Loyalty Programmes (effective for annual periods beginning on or after
1 July 2008);

. IFRIC 14, IAS 18 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction (effective for annual periods beginning on or after 1 January 2008).

Unless ctherwise described above, the new standards and interpretations are not expected to significantly
affect the Group's interim consolidated financial statements.
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7 Cash and Cash Equivalents

30 June 2007 31 December
in thousands of Russian Roubles (unaudited) 2006
Cash on hand 3496 332 3873287
Balances with central banks (other than mandatory reserve deposits) 4 227 000 6 600 519
Correspondent accounts and overnight placements with other banks
- Russian Federation 1402 814 968 910
- Other countries 1161 706 1376 000
Placements with other banks with original maturities of iess than three
months 398 295 1784 990
Reverse sale and repurchase agreements with other banks with original
maturities of less than three menths 4646 772 802 775
Settlement accounts with trading systems 1077 423 913 358
Total cash and cash equivalents 16 410 342 16 319 838

At 30 June 2007 cash and cash equivalents of RR 4646 772 thousand (31 December 2006:
RR 802 7756 thousand) are effectively collateralised hy securities purchased under reverse sale and
repurchase agreements at & fair value of RR 4885339 thousand (31 December 2006:
RR 1 006 728 thousand). ,

Geographical, currency, maturity and interest rate analyses of cash and cash equivalents are disclosed in
Note 29. The information an related party balances is disclosed in Nate 33.

8 Trading Securities

30 June 2007 31 December
In thousands of Russian Roubles {unaudited) 2006
Federal loan honds (OFZ bonds) 6 350 078 5643 897
Corporate bonds 30931736 1395 267
US Treasury Strip securities 664 797 676 846
Corporate Eurobonds 183 908 535135
Bonds of the Bank of Russia 169 809 283795
Promissory notes 132 800 250 362
Russian Federation Eurobonds 91 113 150 500
Municipal bonds and bonds of the Russian Federation's regions 16 977 219878
Credit-linked notes - 51438
Total debt securities 11 541 218 9 206 918
Corporate shares-listed 3822 460 5175681
Global depository receipts 171 478 68 162
Total equity securities 3993938 5243 843
Total trading securities 15 535 156 14 450 761

OFZ bonds are Russian Rouble denominated government securities issued hy the Ministry of Finance of
the Russian Federation.

Corporate bonds are debt securities denominated in Russian Roubles, issued by large Russian
companies in transport, trading and banking sectors.
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8 Trading Securities (Continued)

Corporate shares mainly include shares of major Russian cil and gas, energy, metaliurgical and other
sectors. These shares are freely tradable in Russia.

US Treasury Strip securities represent zero-coupon debt securities issued in the United States of America
under Separate Trading of Registered Interesi and Principal Securities (STRIP) program, and are freely
tradable internationally.

Corporate Eurobonds are interest bearing securities denominated in USD, issued by large Russian
companies, and are freely tradable internationally.

Bonds of the Bank of Russia are zero-coupon securities denominated in Russian Roubles, issued by the
Central Bank of the Russian Federation at a discount.

Promissory notes are debt securities of leading Russian banks. These securities are traded on over-the-
counter market.

Russian Federation Eurobonds are interest bearing securities denominated in USD, issued by the
Ministry of Finance of the Russian Federation, and are freely tradable internationally.

Municipal bonds and bonds of Russian Federation’s regions represent debt securities denominated in
Russian Roubles, issued by the Mascow Government and other regional authorities.

Credit-linked notes represent debt securities denominated in USD. These securities are linked to the
Russian Federation performance of its payment obligations under the Sovereign Debt Agreements and
are freely tradable internationally.

The analysis of the Group's trading debt securities at 30 June 2007 (unaudited) is set out below:

Maturity Annual coupon rate Annual yield to
rmaturity
from to from fo from to
Federal loan bonds (OFZ bonds) April 2008 February 2036 5.8% 10.0% 5.3% 6.8%
Corporate bonds November 2007 June 2018 7.4% 13.7% 8.6% 35.5%
US Treasury Strip securities February 2011 February 2011 - - 8.0% 6.0%
Corperate Eurcbonds July 2007  November 2007 5.0% 10.5% 8.4% 12.3%
Bonds of the Bank of Russia Jznuary 2008 January 2008 - - 4.8% 4.8%
Promissory notes September 2007 June 2008 - - 6.5% 11.3%
Russian Federation Eurobonds June 2028 June 2028 12.8% 12.8% 6.0% 6.0%
Municipal bonds and bonds of the
Russian Federation’s regicns December 2007 June 2015 10.0% 13.5% 6.4% 7.6%

The analysis of the Group’s trading debt securities held for trading at 31 December 2006 is set out below:

Maturity Annual coupon rate Annual yield to
maturity
from to from to from to

Federal loan bonds (OFZ bonds) June 2007 November 2021 6.0% 10.0% 5.7% 6.5%
Corporate bonds June 2008 June 2018 5.5% 11.0% 6.9% 9.7%
US Treasury Strip securities February 2011 February 2011 - - 4.6% 4.6%
Corporate Eurcbonds June 2007 October 2010 8.0% 10.5% 6.6% 13.2%
Bonds of the Bank of Russia September 2009  September 2008 - - 4.8% 4.8%
Promissory notes January 2007 July 2007 - - 7.68% 21.0%
Russian Federation Eurcbonds March 2030 March 2030 5.0% 5.0% 5.9% 5.9%
Municipal bonds and bonds of the

Russian Federation's regions December 2007 June 2015 10.0% 13.5% 5.5% 7.3%
Credit-linked notes Qctober 2014 October 2014 9.6% 9.6% 5.2% 5.2%
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8 Trading Securities (Continued)

Trading securities are carried at fair value which also reflects any credit risk related write-downs. As
trading securities are carried at their fair values based on observable market data, the Group does not

analyse or monitor impairment indicators.

The Bank is licensed by the Federal Commission on Securities Markets for trading in securities.

At 30 June 2007 trading securities with the fair value of RR 2 599 178 thousand (31 December 2006:
RR 2 485 872 thousand) were pledged as collateral with respect to a credit line opened with the CBRF. At
30 June 2007 the Group had no deposits from the CBRF attracted within this credit fimit

(31 December 2006: nil). Refer to Note 30.

Geographical, currency, maturity and interest rate analyses of trading securities are disclosed in Note 29.

The information on trading securities issued by related parties is disclosed in Note 33.

9 Due from Other Banks

30 June 2007

31 December

in thousands of Russian Roubles {unaudited) 2008
Term placements with other banks with original maturities of more

than three months 944 844 374 253
Overdue placements with other banks 13 201 13473
Less: Provision for impairment of due from other banks (13 334) {14 067)
Total due from other banks 944 711 373 659

Movements in the provision for impairment of due from other banks are as fcllows:

30 June 2007 30 June 2006
In thousands of Russian Roubles (unaudited) (unaudited}
Provision for impairment of due from other banks at 1 January 14 067 7970
{Recovery of)/provision for impairment of due from other banks
during the period (450) B 930
Effect of translation to presentation currency (283) {420)
Provision for impairment of due from other banks at 30 June
(unaudited}) 13 334 14 480
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9 Due from Other Banks (Continued)

The analysis of due from other banks by credit quality at 30 June 2007 and 31 December 2006 is set out
below:

30 June 2007 (unaudited) 31 December 2006
Term Overdue Term Overdue
placements with  placements with  placements with  placements with
other banks with other banks other banks with other banks
original originai
maturities of maturities of
In thousands of Russian more than three more than three
Roubles months months
Due from other banks (gross
amount)
- Russian Federation banks 455 947 - 11 -
- OECD countries banks - - 6 907 -
- Non-OECD countries banks 487 897 13 201 367 335 13473
Total due from other banks
{gross amount} 944 844 13 201 374 253 13473
! ess: Provision for impairment
of due from other banks (133) (13 201) (594) (13 473)
Total due from other banks 944 711 - 373 659 -

The overdue placements with other banks represent placements with other banks past due more than
one year.

At 30 June 2007 term placements with other banks totalling RR 474 602 thousand (31 December 2006:
RR 353 416 thousand) were pledged to third parties as collateral with respect to term placements of other
banks. Refer to Notes 15 and 30.

Carrying value of each class of amounts due from other banks approximates fair value at 30 June 2007
and 31 December 2006. At 30 June 2007 the estimated fair value of due from other banks was
RR 944 711 thousand (31 December 2006: RR 373 659 thousand). Refer to Note 32.

Geographical, currency, maturity and interest rate analyses of due from other banks are disclosed in
Note 29.
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10 Loans and Advances te Customers

30 June 2007 31 December
In thousands of Russian Roubles (unaudited) 2008
Corporate entities
Commercial loans 90 738 574 83 515576
Reverse sale and repurchase agreements 11773 837 11 109 292
Factoring 7 527 767 10 949 842
Individuals
Loans to individuals 9 000 171 6 938 323
Reverse sale and repurchase agreements 192 917 -
Less: Provision for loan impairment (3 467 928) (3 564 192)
Total loans and advances to customers 115 765 340 108 948 841

At 30 June 2007 loans and advances to customers of RR 11 866 754 thousand (31 December 20086:
RR 11 109 292 thousand) were effectively collateralised by securities purchased under reverse sale and

repurchase agreemenis at a far value of RR 14802629 thcusand (31 December 2006:
RR 13 749 193 thousand),
Movements in the provision for loan impairment are as follows:
Corporate entities Individuals Total
Commercial Reverse  Factoring Loans to Reverse
loans sale and individuals sale and
repurchase repurchase
In thousands of Russian Roubles agreements agreements
Provision for loan impairment at
1 January 2007 3263695 - 109 440 191 057 - 3564192
{Recovery of)/provision for loan
impairment during the period (184 47Q) - (26 525) 180 502 - (30 453)
Loans and advances to customers
written off during the period as
uncollectible (63 928) - - (108) - (84 036)
Effect of translation to presentation
currency {794) - - (943) - (1737)
Provision for loan impairment at
30 June 2007 (unaudited) 3014 503 - 82 915 370 508 - 3467926
Corporate entities Individuais Total
Commercial Reverse Factoring Loans to Reverse
loans sale and individuals sale and
repurchase repurchase
In thousands of Russian Roubles agreements agreements
Provision for loan impairment at 1
January 2006 2261717 - 41937 116 925 - 2420579
Provision for loan impairment during the
period 71 001 - 12 915 44 581 - 128 497
Loans and advances to customers
written off during the pericd as
uncollectible (1 748) - - (12) - {1 780)
Effect of translation to presentation
currency (8 704} - - (275) - {8 979)
Provision for loan impairment at
30 June 2008 (unaudited) 2322 266 - 54 852 161 218 - 2538337
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10 Loans and advances to customers (Continued)

The analysis of the Group's loan portfolio by credit guality at 30 June 2007 (unaudited} is set out below:

Corporate entities Individuals Total
Commer- Reverse  Factoring Loans to Reverse
cial loans sale and individuals sale and
repurchase repurchase
in thousands of Russian Roubles agreements agreements
Current and not impaired loans
- standgard 87 560 837 11773837 6850617 7912 5498 192 917 114 300 757
- watch list 1147 244 - - 383 472 - 1530718
Total current and not impaired
loans 88 708 081 11773837 6860617 8 296 021 192917 115831473
Past due but not impaired loans
- less than 1 month overdue 384 298 - - 370 429 - 754 727
Total past due but not impaired 7
loans 384 298 - - 370 429 - 754 727
Loans individually defermined to be
impaired {gross)
- current 197 500 - - 153 748 - 351 246
- less than 1 month overdue 126 915 - - 15 164 - 142 079
- 1to 3 months overdue 209 955 - - 16 905 ’ - 226 860
- 3 to 6 months overdue 208 541 - 867 150 12755 - 888 446
- 6 to 12 months overdue 118 288 - - 43 842 - 162 130
- over 1 year overdug 784 996 - - g1 309 - 876 305
Total individually impaired loans
{gross) 1 646 198 - 667 150 333721 - 2 647 068
Total loans and advances to
customers (before provision for
impairment) 90738574 11773 837 7 527 767 9 000171 192 917 119 233 266
Less impairment provisions (3 014 503) - (82 915) {370 508) - {3 467 926)
Total loans and advances to
customers 87 724071 11773837 7 444 852 8 629 663 192 917 115 765 340
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10 Loans and Advances to Customers (Continued)

The analysis of the Group's loan portfolio by credit quality at 31 December 2006 is set out below:

Corporate entities Individuals Total
Commer- Reverse  Factoring Loans to Reverse
cial loans sale and individuals sale and
repurchase repurchase

In thousands of Russian Roubles agreements agreements
Current and not impaired loans
- standard 80 952 297 11109292 10946 412 6 654 122 - 109662 123
- watch list 1112 536 - - 124 647 - 1237 183
Total current and not impaired
loans 82 064 833 11109 292 10 946 412 6778 769 - 110899 306
Past due but not impaired loans
- less than 1 month overdue 61825 - - 2695 - 84 520
Total past due but not impaired
loans 61 825 - - 2695 - 84 520
foans individually determined to be
impaired (gross)
- current 180 371 - - 36 783 - 217 154
- [ess than 1 month overdue 41 651 - 3430 2911 - 47 992
- 1 to 3 months overdue 108 082 - - 2292 - 110 354
- 3 to 6 months overdue 84 703 - - 12 500 - 97 203
- 6 to 12 months overdue 180 051 - - 39 000 - 219 051
- over 1 year overdus 794 080 - - 83 373 - 857 453
Total individually impaired loans
(gross) 1388 918 - 3430 156 859 - 1549 207
Total loans and advances to
customers (before provision for
impairment) 83515576 11109 292 10949 842 6 938 323 - 112513033
Less impairment provisions {3 263 695) - (109 440) (191 057) - (3 564 192}
Total loans and advances to
customers 80 251881 11109 292 10 840 402 6 747 266 - 108 948 841

The primary factors that the Group censiders whether a loan is impaired are its overdue status, individual
signs of impairment and realisability of related collateral, if any. As a result, the Group presents abeove an
ageing analysis of loans that are individually determined to be impaired.
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10  Loans and Advances to Customers (Continued)

Fair value of collateral in respect of loans past due but not impaired and in respect of loans individually
determined to be impaired at 30 June 2007 and 31 December 2006 was as follows:

Commercial Loans to Total
In thousands of Russian Roubies loans individuals
30 June 2007 (unaudited)
Fair value of collateral - loans past due but riot
impaired
- financial claims to the Group and cash - 16 16
- nortgage 153 423 343 828 497 251
- equipment and transport 31191 2788 33 979
- other assets 5332 72 5404
Fair value of collateral - individually impaired loans
- financial claims to the Group and cash 2914 - 2914
- tradable securities 35817 - 35 817
- mortgage 1652 836 20384 1673220
- equipment and transport 473 869 99 312 573181
-~ other assets 746 827 376 747 2003
Total 3102 209 466 776 3 568 985
Commercial Loans to Total
In thousands of Russian Roubles loans individuals
31 December 2006 (unaudited)
Fair value of collateral - ioans past due but not
impaired
- mortgage 32 155 626 32731
- equipment and transport 21766 970 22736
- other assets 49 926 54 49 980
Fair value of collateral - individually impaired loans
- financial claims to the Group and cash 2633 - 2633
- fradable securities 1142 075 - 1142 075
- mortgage 1003 276 1805 1 CC5 081
- equipment and transport 808 011 20277 828 288
- other assets 712 517 346 712 863
Total 3772 359 24 078 3 796 437

Economic sector risk concentrations within the customer Ican portfolio are as follows:

30 June 2007 {unaudited

31 December 2006

In thousands of Russian Roubles Amount % Amount Y%
Trade 25707 764 22 27 853 213 25
Manufacturing 23 723 491 20 20 Q00 396 18
Finance sector 18 714 066 16 18 481 540 16
Construction 10 937 825 9 8 504 500 8
Agriculture 10 070 596 8 8 389 447 8
Individuals 9193 088 8 6 938 323 6
Transport 7 811 606 7 7 032 455 6
Food processing 5427 682 4 7815776 7
Oil and energy 4013830 3 5028 895 4
Other 3633318 3 2 468 488 2
Total loans and advances to customers (before

provision for impairment) 119 233 266 100 112 513 033 100

24




Bank Petrocommerce Group
Notes to the Interim Consolidated Financial Statements — 30 June 2007

11 Investment Securities Available for Sale (Continued)

The analysis of the Group’s debt investment securities available for sale at 31 December 2006 is set out
below:

Maturity Annual coupon Annual yield to
rate maturity
from to from to from to

Corporate bonds February 2007 September 2013 7.8% 12.0% 7.5% 10.1%
Municipal bonds and bonds of the

Russian Federation’s regions September 2007 October 2011 7.8% 12.0% 6.9% 8.3%
Debt securities of central banks of

non-OECD countries January 2007 January 2007 - - 14.6% 15.5%
State debi securities of non-OECD

countries January 2007 September 2008 10.0% 1.7% 31% 16.5%
Promissory notes Demand April 2007 - - 0.0% 9.0%
Corporate Eurobonds October 2010 QOctober 2010 8.4% 8.4% 6.7% 6.7%
OVGVZ May 2008 May 2008 3.0% 3.0% 57% 5.7%

Geographical, currency, maturity and interest rate analyses of investment securities available for sale are
disclosed in Note 29. The information on related party balances is disclosed in Note 33.
12  Repurchase Receivable

Repurchase receivable represents securities sold under sale and repurchase agreements which the
counterparty has the right, by contract or custom, to sell or repledge.

30 June 2007 31 December
In thousands of Russian Roubles {unaudited) 2006
Federal loan bonds (OFZ bonds) 3252 021 613 176
Corporate Eurobonds 271 254 -
Total debt securities 3523275 613 176
Corporate shares-listed 1111886 617 064
Total equity securities 1111 886 617 064
Total repurchase receivable 4635161 1 230 240
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12  Repurchase Receivable (Continued)

The analysis of the Group's Repurchase receivable at 30 June 2007 (unaudited) is set out below:

Maturity Annual coupon Annual yield

rate to maturity

from to from to from to
Federal loan bonds (OFZ bonds) April 2008 November 2021 5.8% 10.0% 53% 64%
Corporate Eurcbonds February 2009 October 2010 8.0% 86% 68% 71%

The analysis of the Group's Repurchase receivable at 31 December 2008 is set out below:

Maturity Annual coupon Annual yield
rate to maturity
from to from {o from to
Federal loan bonds (OFZ bonds) April 2008 August 2018 6.0% 10.0% 58% 6.4%

At 30 June 2007 due from other banks includes RR 3 272 654 thousand (31 December 20086:
RR 685 918 thousand) received under repurchase agreements with securities at a fair value of
RR 3 580 732 thousand (31 December 2006: RR 799 362 thousand). Refer to Notes 15 and 30.

At 30 June 2007 customer accounts include RR 1 005 051 thousand (31 December 20086:
RR 429 928 thousand) received under repurchase agreements with securities at a fair value of
RR 1 054 429 thousand (31 December 2006: RR 430 878 thousand). Refer to Notes 16 and 30.

At 30 June 2007 the estimated fair value of repurchase receivable was RR 4 635 161 thousand
{31 December 2006 RR 1 230 240 thousand).

Geographical, currency, maturity and inierest rate analyses of repurchase receivable are disclosed in
Note 28. The information on related party balances is disclosed in Note 33.

28



Bank Petrocommerce Group

Notes to the Interim Consolidated Financial Statements — 30 June 2007

13  Premises and Equipment

Land and Qffice and Congtruction in Total

Premises computer progress
In thousands of Russian Roubles equipment
Carrying amount at 1 January 2006 1274 274 764 933 266 547 2305754
Cost
Opening balance 1395208 1423 057 266 547 3084812
Additions 36186 90 294 37 586 131 496
Transfers 38 807 39 086 {77 893} -
Disposals {1394) (18 092) (26 385} (45 871)
Effect of translation to presentation
currency (2081) (12 969) (2 481) (17 B31)
Balance at 30 June 2006 (unaudited) 1434156 1521 376 197 374 3152 906
Accumulated depreciation
Opening balance 120934 658 124 - 779058
Depreciation and amortisation charge
(Note 25) 13322 115532 - 128 854
Disposals (281) (10 679) - {10 960)
Transfers - - - -
Effect of transiation to presentation
currency 8 455 (16 4686) - (8011
Balance at 30 June 2006 (unaudited) 142 430 746 511 - 888 241
Carrying amount at 30 June 2006
(unaudited) 1291726 774 865 197 374 2 263 965
Carrying amount at 1 January 2007 1 286 251 811153 541 509 2638913
Cost
QOpening balance 1430618 1703 663 541 509 3675790
Additions 77721 158 948 42 387 277 054
Transfers 263 263 52073 (315 336} -
Disposals (20562) (20 160) (189) {22 401}
Effect of translation te presentation
currency {19) {1 239) 35 (1223
Balance at 30 June 2007 {unaudited) 1 769 531 1891 283 268 406 3929 220
Accumulated depreciation
Opening balance 144 367 892 510 - 1036 877
Depreciation and amortisation charge
(Note 25) 16 261 155 993 - 172254
Disposais (750) (11 814) - {12 564)
Effect of translation to presentation
currency (181) (3 275) - (3 456)
Balance at 30 June 2007 {unaudited) 159 697 1033 414 - 1193111
Carrying amount at 30 June 2007
{unaudited) 1609 834 857 869 268 406 2736109

Consiruction in progress consists of censiruction and refurbishment of premises and eguipment not yet in
operation. Upon completion, assets are transferred to premises and equipment.
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14 Other Asseots

30 June 2007 31 December

In thousands of Russian Roubles {unaudited} 20086
Prepaid income tax 455872 322 733
Trade debtors and other prepayments 308 886 307 958
Settiements on non-banking operations 255175 154 011
Settlements on other operations 164 958 252 267
Derivative financial instruments 34 033 113
Prepaid other taxes 10673 2 450
Total other assets 1229 597 1 039 582

Geographical, currency and maturity analyses of other assets are disclosed in Note 29.

15 Due to Other Banks

30 June 2007 31 December

in thousands of Russian Roubles {unaudited) 2006
Terrn deposits of other banks ’ 15 674 186 11 531 173
Sale and repurchase agreements with other banks 6 599 245 1 088 049
Correspondent accounts and overnight placements of other banks 791 398 650 638
Sale and repurchase agreements with the CBRF - 531 549
Total due to other banks 23 064 829 13 801 709

At 30 June 2007, included in amounts due to other banks are lizbilities of RR 6 599 245 thousand
{31 December 20068: RR 1 088 049 thousand), under sale and repurchase agreements with securities
with a fair value of RR 7 065 842 thousand (31 December 2006: RR 1214 177 thousand). The Group
purchased part of these secunties with a fair value of RR 3 485110 thousand (31 December 20086:
RR 528 405 thousand) under reverse sale and repurchase agreements (“reverse repo’). The remaining
securities with a fair value of RR 3 580 732 thousand (31 December 2006: RR 685 771 thousand) are
included in repurchase receivables. Refer to Notes 12 and 30.

At 31 December 20086, the fair value of securities transferred to the CBRF under sale and repurchase
agreements in the amount of RR 531 549 thousand, comprised RR 545 350 thousand. The Group
purchased part of these securities with a fair value of RR 431 759 thousand under reverse sale and
repurchase agreements (‘reverse repe”). The remaining securities with a fair value of
RR 113 591 thousand are included in repurchase receivables. Refer to Notes 12 and 30.

At 30 June 2007 term placements of other banks of RR 475 096 thousand (31 December 2006:
RR 353505 thousand) have been collaterised by tferm placements with other banks of
RR 474 602 thousand {31 December 2006: RR 353 416 thousand). Refer o Notes 9 and 30.

Carrying value of each class of due fo other banks approximates fair value at 30 June 2007 and
31 December 2008. At 30 June 2007 the estimated fair value of due to other banks was
RR 23 064 829 thousand (31 December 20068; RR 13 801 709 thousand). Refer to Note 32,

Geographical, currency, maturity and interest rate analyses of due to other banks are disclosed in
Note 29. The information on related party balances is disclosed in Note 33.
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16 Customer Accounts

30 June 2007 31 December
In thousands of Russian Roubles {unaudited) 2006
State and public organisations
- Current/settlement accounts 6 389 041 5776675
- Term deposits 1590 2872
Corporate entities
- Current/settlement accounts 20 507 751 16 258 262
- Term deposits 18 171 198 26 640 859
- Sale and repurchase agreements 1447 744 1218 701
Individuals
- Current/demand accounts 9 230 264 7 794 762
- Term deposits 26 473 930 24 904 311
Total customer accounts 82 221 518 82 596 442

Economic sector concentrations within customer accounts are as follows:

30 June 2007 {unaudited) 31 December 2006
in thousands of Russian Roubles Amount % Amount %
Individuais 35704 194 43 32699 073 40
Trade 8328726 10 8 953 009 1
Finance sector 7 189 804 9 7 504 260 9
Qil production and refining 6 709 254 8 4 377 750 5
State organisations 6 390 631 8 5779 547 7
Energy 5642 485 7 4 829 457 6
Services 4 312677 6 8 501 359 10
Construction 2 876930 3 5 428 506 7.
Manufacturing 138C773 2 1604 281 2
Other 3676044 4 2919 200 3
Total customer accounts 82 221 518 100 82 596 442 100

At 30 June 2007, included in customer accounis are deposits of RR 2 584 265 thousand
{31 December 2006: RR 2 138 818 thousand) held as collateral for irrevocable commitments under import
letters of credit and letters of credit for settiements in the Russian Federation. Refer to Note 30.

At 30 June 2007, the fair value of securities transferred to clients under sale and repurchase agreements
in the amount of RR 1 447 744 thousand {31 December 2006: RR 1 218 701 thousand), comprised
RR 1512 206 thousand (31 December 2008: RR 1 197 668 thousand). The Group purchased part of
these securities with a fair value of RR 457 777 thousand {31 December 2006: RR 766 790 thousand)
under reverse sale and repurchase agreements (‘reverse repa”’). The remaining securities with a fair
value of RR 1 054 429 thousand (31 December 2006: RR 430 878 thousand) are included in repurchase
receivables. Refer o Notes 12 and 30.

Carrying velue of each class of customer accounts approximates fair value at 30 June 2007 and
31 December 2006, At 30 June 2007 the estimated fair value of customer accounts was
RR 82 221 518 thousand (31 December 2006: RR 82 596 442 thousand). Refer to Note 32.

Geographical, currency, maturity and interest rate analyses of customer accounts are disclosed in
Note 29. The information on related party balances is disclosed in Note 33.
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17 Debt Securities in Issue

30 June 2007 31 December
in thousands of Russian Roubles (unaudited) 2006
Promissory notes 9352 242 8 486 696
Bonds 2 942 601 2966772
Deposits and saving certificates 706 284 545 266
Total debt securities in issue 13 001 127 11 878 734

Issued promissory notes represent debt securities denominated in Russian Roubles, US Doliars and Euro
with maturities from “"demand” to April 2027 {31 December 2006: from “demand” to December 2021). The
effective interest rates on these promissory notes range from 0.0% to 12.7% (31 December 2006: 0.0% to
12.7%).

Bonds are debt securities denominated in Russian Roubles and issued in the Russian Federation in
August 2008 (31 Decermber 2008: in August 2006). These bonds mature in August 2009
{31 December 2008: August 2009), and have a fixed coupon rate of 8.5% (31 December 2008: §.5%) and
yield to maturity of 8.3% (31 December 2006: 8.9%).

At 30 June 2007 and at 31 December 2006 the falr values of debt securities in issue were as in the below
table. Refer also to Note 32.

30 June 2007 (unaudited) 31 December 2006
Fair value Carrying Fair value Carrying
in thousands of Russian Roubles value value
Promissory notes 9 567 861 9 352 242 8470 191 8§ 466 696
Bonds 2985429 2 942 601 2 976 502 2966772
Deposits and saving certificates 706 284 706 284 545 266 545 266
Total debt securities in issue 13259574 13001 127 11 991 959 11978734

Geographical, currency, maturity and interest rate analyses of debt securities in issue are disclosed in
Note 29. The information on debt securities in issue held by related parties is disclosed in Note 33,

18 Other Borrowed Funds

30 June 2007 31 December
in thousands of Russian Roubles {(unaudited) 2006
Term borrowings 16 779 888 15 581 019
Syndicated loans 4 347 409 3494712
Total other borrowed funds 21127 297 19075734

Term borrowings represent medium and long-term funds attracted by the Group on the international
financial markets.

In March 2006 the Group issued Euro Medium Term Notes with a nominal value of
USD 225 000 thousand, a fixed nominal interest rate of 8.0%, maturity in March 2009 and the effective
interest rate of 8.7%.

In December 2006 the Group issued Loan Participation Notes with a nominal value of
USD 300 000 thousand, a fixed nominal interest rate of 8.75%, maturity in December 2009 and the
effective interest rate of 9.3%.
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18  Other Borrowed Funds (Continued)

in March 2007 the Group additionally issued Loan Participation Nctes with a ncminal value of
USD 125 000 thousand, a fixed nominal interest rate of 8.75%, maturity in December 2009 and the
effective interest rate of 9.3%.

A syndicated loan in the amount of USD 14 000 thousand was received by the Group in October 2005
from two Croatian banks. The loan has maturity date in October 2010 and a floating interest rate of
6 month LIBOR plus 1.25%. At 30 June 2007 the effective interest rate was 9.1% (31 December 2006:
9.1%}.

A syndicated loan in the amount of USD 14 338 thousand was received by the Group in June 2006 from
the above two Croatian banks. The loan has maturity date in June 2011 and a floating interest rate of
6 menth LIBOR plus 1.25%. At 30 June 2007 the effective interest rate was 7.5% (31 December 2006:
7.4%).

A syndicated loan in the amount of USD 14 398 thousand was received by the Group in QOctober 2006
from the above two Croatian banks. The loan matures in Qctober 2011 and has a floating interest rate of
6 month LIBOR plus 1.25%. At 30 June 2007 the effective interest rate was 7.3% (31 December 2006:
7.3%).

A syndicated loan in the amount of USD 135 000 thousand was received by the Group in June 2007 from
a consortium of Russian and foreign banks. The loan has maturity date in June 2008 and a floating
interest rate of 6 month LIBOR plus 0.9%. At 30 June 2007 the effective interest rate was 7.3%.

At 31 December 2006 the Group had Loan Participation Notes issued in February 2004 through a large
foreign bank with a nominal of USD 120 000 thousand, a fixed interest rate of 9.0%, maturity date in
February 2007 and the effective interest rate of 10.1%. In November 2004 part of the securities with a
nominal value of USD 55 560 thousand were claimed by holders for early redemption and were repaid by
the Group in connection with notification of bond holders on changes in the shareholding structure of the
Bank. Refer to Note1. Loan Participation Notes were redeemed on time.

At 31 December 2006 the Group had a syndicaied loan of USD 91 500 thousand, received in April 2006
from a consortium of Russian and foreign banks. This loan had maturity date in April 2007 and interest
rate of 3 month LIBOR plus 1.9%. At 31 December 2006 the effective interest rate was 8.6%. The loan
was repaid at maturity date.

At 30 June 2007 and at 31 December 2006 the fair values of other borrowed funds were as in the below
table. Refer also to Note 32.

30 June 2007 (unaudited) 31 December 2006
Fair value Carrying Fair value Carrying
In thousands of Russian Roubles value value
Term borrowings 17 054 093 16 779 883 15 830 804 15581 019
Syndicated loans 4 396 296 4 347 409 3525 952 3494712
Total other borrowed funds 21 450 389 21 127 297 19 356 756 19 075 731

Geographical, currency, maturity and interest rate analyses of other borrowed funds are disclosed in
Note 29.
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19  Other Liabilities

30 June 2007 31 December
In thousands of Russian Roubles (unaudited) 2006
Setilements on bank operaticns 310 420 576 064
Accrued staff costs 278 367 170 282
Other taxes payable 78 746 58 176
Income taxation payable 67 787 55154
Derivative financial instruments 41147 5905
Other 162 303 106 789
Total other liabilities 938 770 973 070

Geographical, currency, maturity analyses of other liabilities are disclosed in Note 29.

20 Subordinated Debt

in November 2006, the Group received a subordinated loan of USD 150 000 thousand from a related
party with a floating interest rate of 3 month LIBOR plus 4.0% and maturity in May 2012. Under the
contract, the loan ranks after all other creditors in case of liquidation of the Bank. At 30 June 2007 the
effective interest rate for this subordinated loan was 9.7% (31 December 2006: 9.7%).

At 30 June 2007 the estimated fair value of this subordinated debt was RR 3 962 &85 thousand
(31 December 2006: RR 4 002 016 thousand). Refer to Note 32.

Geographical, currency, maturity and interest rate analyses of subordinated debt are disclosed in
Note 29. The information on related pariy balances is disclosed in Note 33,

21 Share Capital

30 June 2007 (unaudited) 31 December 2006

Number of Nominal Inflation Number of Nominal Infiation

shares, value adjusted shares, value adjusted

In thousands of in thousand amount in thousand amount
Russian Roubles units units

Ordinary shares 500 000 5 00C 000 6 752 558 450 000 4 500 GO0 6 228 658

Preference shares - - - 500 500 000 523 900

Total share capital 500 000 5 000 000 6 752 558 450 500 5000 000 6 752 558

All ordinary shares have a nominal value of RR 10 per share, rank equally and carry one vote,
The amount of dividend is determined and approved at the Bank's general shareholders meeting.

Preference shares in the amount of 50C thousand units with nominal vatue of RR 1000 each were
converted into 50 000 thousand convertible preference shares with a nominal value of RR 10 per share.
Then convertible preference shares were canverted into ordinary shares.

In December 2008, the ownership structure of the Bank was changed within the companies of IFD Kapital
Group. As a result of this change and upon additional acquisition of shares from other shareholders, at
30 June 2007 Reserve Invest Holding (Cyprus) Limited owns 87.94% of the Bank's share capital
(31 December 2008: 89.25%).

22 Retained Earnings

In accordance with Russian legislation, the Group allocates profits as dividends or transfers them to
reserves (fund accounts) on the basis of statutory accounting reports prepared in accordance with the
Russian Accounting Rules. The Group's reserves under Russian Accounting Rules at 30 June 2007
(unaudited) are RR 9 357 054 thousand (31 December 2006: RR 8 724 370 thousand).
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23  InterestIncome and Expense

in thousands of Russian Roubles

30 June 2007
{unaudited)

30 June 2008
{unaudited)

Interest income

Loans and advances to customers 6425 046 3 683 496
Debt trading securities 455 195 350 820
Correspendent accounts and due from other banks 272 531 150 534
Debfi investment securities available for sale 49 981 69 281
Total interest income 7 202753 4294 131
Interest expense

Depasits of individuzals 1140 302 876 909
Other borrowed funds 797 809 289 594
Term deposits of legal entities 673873 356 6875
Debt securities in issue 503 751 333 840
Due to other banks 383718 74129
Subordinated debt 181 559 -
Current accounts of legal entities 5426 6117
Cther 154 36
Total interest expense 3 686 592 1937 000
Net interest income 3516 161 2357131

24 Fee and Commission Income and Expense

In thousands of Russian Roubles

30 June 2007
{unaudited)

30 June 2006
{unaudited)

Fee and commission income

Commission on settlement transactions 437 796 388 520
Commission on cash transactions 239493 208 301
Guarantees issued 50 096 33150
Commission for trust management 40 379 72705
Commission en cash collection 35725 24 516
Other 139 869 209777
Total fee and commission income 943 358 914 969
Fee and commission expense

Commission on settlement transactions 121 929 87 629
Commission on cash collection 26 034 18 487
Commission on cash transactions 12 465 8 258
Other 41 601 10 471
Total fee and commission expense 202 029 124 845
Net fee and commission income 741 329 790 124
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25  Administrative and Other Operating Expenses

Note 30 June 2007 30 June 2006
In thousands of Russian Roubles {unaudited) {unaudited)
Staff costs 1326 637 963 930
Administration expenses 227 370 210070
Depreciation of premises and equipment 13 172 254 128 854
Rent 117 949 112 531
State deposit insurance system membership fee 94 470 71276
Other expenses related to premises and equipment 56 414 52 879
Advertising and marketing 34 950 17 022
Taxes other than on income 29127 41 874
Other 176 979 138 049
Total administrative and other operating expenses 2239150 1736 485

Included in staff costs are statutory social security and pension contributions of RR 227 277 thousand
(30 June 2006: RR 167 685 thousand).

26 Income Tax

Income tax expense comprises the following:

30 June 2007 30 June 2006
In thousands of Russian Roubles {unaudited) {unaudited)
Current tax 554 590 802 160
Deferred tax (68 177) (6 632)
Income tax expense for the period 486 413 895 528

The income tax rate applicable to the majority of the Group’s income is 24% (2006: 24%). A reconciliation
between the expected and the actual taxalion charge is provided below.

30 June 2007 30 June 2006
In thousands of Russian Roubles {unaudited) (unaudited)
IFRS profit before taxation 1 567 008 3 900 161
Theoretical tax charge at statutory rate (2007: 24 %; 2006: 24 %) 376 082 936 039
Tax effect of items which are not deductible or assessable for
taxation purposes:
- Non deductible expenses 164 616 107 010
- Income on gevernment securities taxed at different rates {44 400) (31 926)
- Unrecognised tax losses 43 335 -
- Other non-temporary differences (53 220} (115 595)
Income tax expense for the period 485 413 895 528
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26 Income Tax (Continued)

The Group has unrecognised potential deferred tax assets in respect of unused tax losses carry forwards
of RR 43 335 thousand (2008: nil). The tax loss carry forwards expire in five years.

Differences between [FRS and Russian statutory taxation regulations and between IFRS and statutory
taxation regulation of non-resident subsidiaries give rise to temporary differences between the carrying
amount of assets and liabilities for financial reperting purpeses and their tax bases. The tax effect of the
movement on these temporary differences is recorded at the rate of 24% (2006: 24%), except for income
on state securities of the Russian Federation that is taxed at 15% {2006 15%).

1 January Charged/ Charged 30 June
2007 (credited) to directly to 2007
profit or equity  {unaudited)
In thousands of Russian Roubles loss
Tax effect of deductible/(taxable) temporary
differences
Provision for lcan impairment 208 404 (257 981) - (49 577)
Premises and equipment (97 8986) (43 200) - (141 098)
Fair valuation of trading investments {337 842) 328 664 - {8 878)
Fair valuation of investment securities available- :
for-sale (3 624} (1602) 1018 (4 208)
Debt securities in issue 38 997 3176 - 42 173
Other _ 93 041 32120 - 132 161
Net deferred income tax asset/(liability) (98 620} 68 177 1018 (29 425)
Recognised deferred tax asset 15 329 (12 365) - 2 654
Recognised deferred tax liability (113 949} 80 542 1018 (32 389)
Net deferred income tax asset/{liability) {98 620) 68177 1018 {29 425)
1 January Charged/ Charged 30 June
2006 ({credited) to directly to 2006
profit or equity  {(unaudited)
in thousands of Russian Roubles loss
Tax effect of deductible/(taxable} temporary
differences
Provision for loan impairment 211 214 {83 742) - 127 472
FPremises and equipment (100 0%2) 5028 - {95 024)
Fair valuation of trading investments {436 499) 101 066 - {335 433)
Fair vaiuation of investment securities available-
for-sale 3085 (9 403) 2517 (3 821)
Debt securities in issue 20 51C 18 105 - 38615
Other 85 227 (24 422) - 60 805
Net deferred income tax asset/(liability) {216 535) 6632 2517 {207 386)
Recognised deferred tax asset 15 867 (17 544) 2517 840
Recognised deferred tax liability (232 402) 24 176 - (208 226)
Net deferred income tax asset/(liability) (216 535) 6632 2517 (207 388)

in the context of the Group's current structure and Russian tax legislation, tax losses and current tax
assets of different group companies may not be offset against current tax iiabilities and taxable profits of
cther group companies and, accordingly, taxes may accrue even where there is a consolidated tax loss.
Therefore, deferred tax assets and liabitities are offset only when they reiate 1o the same taxable entity
and the same taxation authority.

A deferred tax asset in the amount of RR 2 964 thousand (31 December 2006: RR 15 328 thousand) and
a deferred tax liability in the amount of RR 32 389 thousand (31 December 2006: RR 113 848 thousand)
have been recorded in the interim consolidated balance sheet after offsetting of the gross amounts
presented above.
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27 Dividends

On 26 May 2008, the Annual General Shareholders’ Meeting resolved not to pay dividends based on the
results for the 2005 financial year.

On 25 May 2007, the Annual General Shareholders’ Meeting resolved not to pay dividends based on the
results for the 2006 financial year.

28  Segment Analysis

The Group's primary format for reporting segment information is business segments and the secondary
format is geographical segments.

Business Segments. The Group is organised on a basis of three main business segments:

. Retzil banking — representing private banking services, private customer current accounts, savings,
deposits, trust management, custody, plastic cards, consumer loans and morigages.

. Corporate banking — representing current accounts, deposits, overdrafts, loan and other credit
facilities, factoring and foreign currency products.

. Financiat market transactions — representing stock and money market transactions, brokerage and
depositary services, securities, foreign exchange frading and trading in derivative financial
instruments, sale and repurchase {repo) agreements, attraction of long-term funds on international
financial markets.

Starting from 2007 the Group has been applying & transfer pricing system. Under this system funds are
ordinarily reallocated between segments at internal interest rates set by the Treasury of the Group, which
are determined by reference to the market yield curves. In addition internal management accounting
system allows reallocation of certain operating expenses between the reportable segments. The
presentation of the comparative information for the six-month period ended 30 June 2006 and at
31 December 2006 has been changed to confarm to the current period presentation.
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28  Segment Analysis {(Continued)

Segment information for the main reportable business segments of the Group for the six months ended
30 June 2007 and 30 June 2006 and at 30 June 2007 and at 31 December 2006 is set out below:

Retail Corporate Financial Eliminations Total
in thousands of Russian Roubles banking banking markets
Six months ended 30 June 2007
(unaudited)
External revenues 1087 024 6 181 801 982 934 - 8 251 759
Intersegment revenueas 1463 736 2072634 1 806 403 (5342 773} -
Total revenues 2 550 760 8 254 435 2789 337 (5342 773) 8 251 759
Total revenues comprise:
Interest income 7202753
Fee and commission income 943 358
Other cperating income 105 648
Total revenues . 8 251 759
Segment results 14 801 3415220 (897 464) - 2532 557
Unazllocated costs ' (965 549)
Profit before tax 1 567 008
Income tax expense {486 413)
Profit for the period 1 080 595
Other segment items
Capital expenditure 93 009 173972 10073 - 277 054
Depreciation charge (79 532) (87 467) (5 255) - {172 254)
Recovery off/{provision) for loan
impairment (180 502) 210 895 450 - 30 943
At 30 June 2007 {unaudited)
Segment assets 12 307 359 103 159 686 43 955 338 - 159 422 381
Deferred income tax asset 2964
Other unallocated assets 1749 274
Total assets 161 174 619
Segment liabilities 36798765 46 308 232 56 702 417 - 139809414
Deferred income tax liability 32 389
Other unallocated liabilities 4 506 692
Total liabilities 144 348 495
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28  Segment Analysis (Continued)

Retail Corporate Financial Eliminations Total
In thousands of Russian Roubles banking banking markets
Six months ended 30 June 2006
(unaudited)
External revenues 832122 3 B49 825 584 542 - 5266 289
intersegment revenues 1135226 2036145 306 793 (3478 164) -
Total revenues 1 967 348 5885770 891 335 (3 478 164) 5 266 289
Total revenues comprise:
Interest income 4294 131
Fee and commission income 914 969
Other operating income 57 189
Total revenues 5 266 289
Segment results 168 047 2 437 350 1792928 - 4 398 325
Unallocated costs (498 164)
Profit before tax 3900 161
income tax expense (895 528)
Profit for the period 3004633
Other segment items
Capital expenditure 46 390 81 403 3703 - 131 496
Depreciation charge (58 314) {67 350} (3 190} - (128 854)
Provision for loan impairment (44 581) (83 9186) (6 930) - (135 427)
At 31 December 2006
Segment assets 10 309 306 102251972 34 233 364 - 146 794 642
Deferred income tax asset 15 329
Other unallocated assets 1482 661
Total assets 148 292 632
Segment liabilities 33501976 49491432 44 981 664 - 127 975072
Deferred income tax fiahility 113 949
Other unallocated liahilities 4 452 830
Total liabilities 132 541 651
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28  Segment Analysis (Continued)

Geographical segments. Segment information for the main reportable geographical segments of the
Group for the six months ended 3C June 2007, the six months ended 30 June 2008, at 30 June 2007 and
at 31 December 2006 is set out below:

in thousands of Russian Roubles Russia QOECD Non-OECD Total
30 June 2007 (unaudited)

Segment assets 152 436 499 1930138 6 807 982 161 174 619
Segment liabilities 102 663 550 33782 748 7 902 197 144 348 495
Credit related commitments 6 933 555 52 963 969 001 7 955519
Six months ended 30 June 2007

{unaudited)

External revenues 7624711 184 683 442 355 8 251 759
Capital expenditure 262 841 - 14 213 277 054
31 December 2006

Segment assets 136 636 136 3801 047 7 755 449 148 292 632
Segment liabilities 87 690 820 27 404 307 7 446 524 132 541 651
Credit related commitments 4847 214 22 482 1839414 6 70S 110
Six months ended 30 June 2006

{unaudited)

External revenues 4 500 728 158 282 607 279 5 266 288
Capital expenditure 121 898 - 9 598 131 496

External revenues, assets, liabilities and credit related commitrments have generally been allocated based
on ultimate domicile of the counterpany, i.e. based on their respective geographical locations.

29 Financial Risk Management

The risk management funstion within the Group is carried out in respect of financial risks (credit, market,
geographical, currency, liquidity and interest rate}, cperational risks and legal risks. The primary
objectives of the financial risk management function are to establish risk limits, and then ensure that
exposure to risks stays within these limits. The operational and legal risk management functions are
intended to ensure proper functioning of internal policies and procedures to minimise operational and
legal risks. The Group's risk management paolicy is intended to ensure an optimal balance between the
acceptable level of risk undertaken by the Group and the return from banking activities to restrict potential
adverse effects on the Group’'s financial performance, to ensure sustainability of the business of the
Group and as well as to protect the rights and interests of the Group’s stakeholders - shareholders,
clients, counterparties and cther.

Risk management structure. The risk management governance system of the Group includes setting,
implementing and controlling risk management policies and procedures and subsequent updating of
policies and procedures based on current economic, business and regulatory environment.

The Board of Directors is responsible for the overall supervision of the risk management system.

The Executive Board has overall responsibility over asset and lizkility management including approval of
key risk management policies and precedures and large risk exposures, assessment of risk management
systern bodies and approval of contingency plans.

The Executive Board, Financial and Econemic Committee and Credit Committees make decisions that set
out the risk management procedures that fail within the competence of the respective unit and establish
limits to bound the risks related to particular operations.
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29 Financial Risk Management (Continued)

The Financial and Economic Committee is a coordinating body responsible for the management of the
assets and liabilities of the Group.

The Risk Control Department is directly responsible for the developing of policies on assessment of
current level of risks, risk management procedures, identification and analysis of different types of risk
and monitoring of compliance of the procedures and established limits bounding the risks. The Risk
Control Department is independent from business units, its members have voting rights on the decisions
of the Financial and Economic Commitiee and veto power on Credit Committee. The Risk Control
Depariment reports to the Group's management on a regular basis. The review of major risks is
communicated to the Board of Directors on a semi-annual basis in the report on risk management, which
includes credit, market, liquidity, operating and reputation risks.

Credit risk. The Group takes on exposure to credit risk, which is the risk that a counterparty will cause a
financial loss for the Group by falling to discharge of obligation. Credit risk is the most important risk for
the Group's business; management therefore carefully manages its exposure to credit risk. Credit
exposures arise principally in lending activities that lead to loans and advances, and investment activities
that bring debt securities into the Group’s asset portfolio. There is also credit risk in off-balance sheet
items, such as guarantees and loan commitments.

The Group’'s maximum exposure to credit risk is reflected in the carrying amounts of financial assets on
the interim consolidated balance sheet. For guarantees and loan commitments, the maximum exposure to
credit risk is the amount of the commitment. Refer to Note 30.

The following committees are responsible for approval of corporate and retail transactions which might
create credit risk exposure:

. The Financial and Economic Committee establishes credit risk management procedures for REPO
transactions, the procedure for use of credit risk limits by counterparty on REPO transactions and
settlements, and also determines credit risk limits for banks, including for transactions with their
own debt securifies, for transactions with government securities and by security iype (for
investments and reverse REPO fransactions);

. The Credit Committee approves decisions on issued loans with limits exceeding RR 150 million
(RR 30 million for individuals) under standard lending programs and also all non-standard loan
applications. The Credit Committee sets credit limits for lending business units;

. The Small Credit Committee approves decisions on issued loans with limits up to RR 150 million
(RR 30 million for individuals),

. The Branch Credit Committee considers lending applications from customers and takes lending
decisions on the basis of the established credit limits.

The credit risk management system implies setting of limits which includes individual counterparty limits,
industry limits, as well as limits restricting credit product type, currency, period, type of collateral and
other.

The Group developed a methodology that enables evaluation of creditworthiness and credit quality of all
types of counterparties: corporate clients, small and medium businesses, security issuers, banks,
individuals, counterparties within the scope of financing on terms of claim assignment (factoring),
insurance companies, etc.

The Group's credit risk management system includes a model, which allows to assess expected losses
on the credit portfolio (the ‘expected loss model’) by using (i) the ‘probability of defaull’ by the client or
counterparty on its contractual obligations; (ii) current exposures to the counterparty and its likely future
development, from which the Group derive the ‘exposure at default’; and (iii) the likely economic loss ratio
on the defaulted obligations (the ‘loss given default’). By calculating these measurements the Group
determines a risk premium for covering expected losses on the credit portfolio. This model takes into
consideration such parameters as financial position of a counterparty, credit risk exposure, lending period,
offered collateral and other factors that adjust the final risk premium. The Group continuously improves its
credit risk measurement model. However, these measurements can be contrasted with impairment
allowances recorded by the Group in these interim consolidated financial statements as required under
IAS 39, which are based on losses that have been incurred at the balance sheet date (the ‘incurred loss
model') rather than expected losses. Refer to Note 3.
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29 Financial Risk Management (Continued)

The Group actively continues to develop its risk management system for lending to individuals. The
scoring models that are used in lending to individuals enable the Group to reduce its risks at credit issue,
however, the Group continues to enhance the efficiency of its systems.

Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a loss as a
result of another party to a financial instrument failing to perform in accordance with the terms of the
contract. The Group uses the same credit policies in making conditional obligations as it does for on-
balance sheet financial instruments through established credit approvals, risk control limits and monitoring
procedures.

The Group usually takes collateral as security for all loans and credit facilities granted to its customers.
Loans, even to related parties, are generally over-secured in terms of value of the security. However,
borrowers regarded as “prime” by the Group may be granted short-term treasury loans without collateral.
The main types of collateral or credit support taken are guarantees, Russian Government securities,
shares in blue-chip companies, liquid promissory notes, real estate, goods, wares and merchandise and
similar monetary assets. Pledges of, amongst other things, equipment are a typical form of security taken
by the Group. According to the Group’s internal procedures, collateral should be provided (where it is
required) to cover outstanding liabilities during the whole the term of a loan.

The major part of factoring finance provided by the Group implies the possibility of claim recourse from
the Debtor to the Seller. The Group treats this as a security to mitigate its risks.

Transactions of the Group can give rise to a settlement risk at the time of settlement for transactions.
Settlement risk is the risk of losses resulting from the counterparty’s inability to meet its obligations to
provide cash, securities or other assets stipulated by the contract.

Far certain types of transactions the Group reduces this risk by making settlements in form of “delivery
versus payment” or by clearing agents in order to be sure that final settiements will be completed only
after both parties fulfil their contractual obligations in full. Undertaking an exposure to the settlement risk
on unconditional settlement transactions requires availability of credit risk limits and (or) special limits of
settlement risk by counterparty. Such limits constitute part of the above process of approval/monitoring of
limits per counterparty.

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in
(a) currency, (b) interest rate and (c) equity products, all of which are exposed to general and specific
market movements. Management sets limits on the value of risk that may be accepted, which is
monitored on a daily basis. However, the use of this approach does not prevent losses outside of these
limits in the event of more significant market movements.

Management of market risks includes limitation of possible losses on own positions that may be incurred
by the Group over a specified time horizon with given level of confidence as a result of movements in
exchange rates, market prices and interest rates by establishing limits for each type of transactions, and
control over compliance with the set limits.

The Financial and Economic Committee sets limits to restrict possible losses arising form market risks.
The Risk Control Department is responsible for developing recommendations on setting and revising risk
minimisation limits and procedures.

Market risks are managed on the basis of the following methods:

] Diversification of the active portfolio in the money and stock market, using, inter alia, a multilevel
system of limits;

° Daily revaluations of positions on the basis of market prices;

. Implementation and monitoring of compliance over aggregate and private limits on all money/stock

market instruments;

s Implementation and permanent monitoring of compliance with stop-out limits to restrict the Group’s
losses on instruments;

. Limits on investments in securities are revised with consideration of their liquidity (possibility of
immediate disposal of the portfolio without significant effect on the market price).
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29  Financial Risk Management {Continued)

The Group uses the VaR (valus-at-risk) method for most trading positions and stress tests for non-liquid
financial instruments. The VaR method is a methed of evaluating potential losses that may occur on risk
positions as a result of a change in market rates and prices over a specified time harizon with given level
of confidence. The VaR meada! used by the Group is based on a 99% cenfidence level and stipulates a
1 to 10 day holding period depending on the item category. The VaR mode! represents forecasting based
on historical data. The mode! builds probability future development scenarios based on historical data of
market quotations with consideration of interdependence between different markets and instruments.
Potential changes in market prices are calcufated with reference to market data for the last tweive
months.

Although the VaR methedology is an important instrument for evaluation of the probable market risk
valug, it has several constraintg, especially in respect of low liquid markets:

. Using historical data as the basis for estimation of future events may not reflect all possible
scenarios;
. Implementation of 1 to 10 day holding period stipulates that the Bank considers to sell or hedge the

position within 1 to 10 days. In practice, this is always the case. However, in case of low market
liquidity even a 10 day pericd may not be sufficient;

. A confidence level of 958% does not consider losses that may occur beyond this level Probability
distribution of losses that may occur beyond the 99% level is not evaluated;
. Since the VaR amount is calculated on the basis of closing trading sessions data, it does not always

reflect intraday fluctuations.

The Group does not confine market risk evaluation to VaR calculation only, as this method is associated
with certain constraints described above. Constraints inherent in the VaR methed are corrected by
revising limits on open positions set with consideration of instruments’ liquidity, limits on valumes of
transactions in respect of each trading portfolio. In addition, the Group also uses stress-tests for
modelling possible financial effect of certain exceptional market scenarios for the Group’s capital position.

Information on the fevel of VaR associated with the Group's currency risk and securities price risk at
30 June 2007 and at 31 December 2008 is provided below:

30 June 2007 31 December2006

In thousands of Russian Roubles {unaudited) (unaudited)
Currency rate risk exposure 7082 9272
Fixed income securities price risk 415 348 330 349
Equity securities price risk 546 673 1034278
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29  Financial Risk Management (Continued)

Geographical risk. The geographical cancentration of the Group's assets and liabilities at 30 June 2007
(unaudited) is setf out below:

In thousands of Russian Roubles Russia OECD Non-OECD Total
Assets

Cash and cash equivalents 14 670 537 1192 110 547 695 16 410 342
Mandatory cash balances with central banks 2061568 - 91410 2152976
Trading securities 14 870 359 664 797 - 15 535 156
Due from other banks 456 947 - 487 764 944 711
Leans and advances to customers 110 5039 142 717 5 255 481 115 765 340
Investment securities available for sale 1541734 7 336 213193 1762 263
Repurchase receivable 4635 161 - - 4 635 161
Deferred income tax asset 2645 - 319 2 964
Premises and equipment 2631908 - 104 201 2736109
Qther assets 1056 500 65178 107 919 1229597
Total assets 152 436 499 1930138 6 807 982 161 174 619
Liabilities

Due to other banks ‘10195 861 10 391 792 2 477 076 23 064 829
Customer accounts 74 084 652 4 085 273 4051593 82 221 518
Debt securities in issue 12 868 911 - 132 216 13 001 127
Other borrowed funds 642 505 19 298 509 1186 283 21 127 297
Deferred income tax liability 315659 - 830 32 389
Other liabilities 877 397 7174 54 199 938 770
Subordinated debt 3 962 565 - - 3 962 565
Total liabilities 102 £63 550 33782748 7902197 144 348 495
Net balance sheet position 49 772 949 (31 852 610) (1094 215) 16 826 124
Credit related commitments {Note 30} 6 933 555 52 963 969 001 7 955 519

Assets, liabilities and credit related commitments have been based on the country, in which the
counterparty is located. The column "OECD” in the tahle ahove includes mainly balances with
counterparties from the USA, Germany and the Great Britain. Balances with Russian counterparties
actually outstanding to/from off-shore companies of these Russian counterparties are allocated to the
caption “Russia”. Cash on hand and premises and eguipment have been allocated based on the region in
which they are physically held.
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The geographical concentration of the Group's assets and liabilities at 31 December 2006 is set out

below:
in thousands of Russian Roubles Russia CECD Non-QECD Total
Assets
Cash and cash equivalents 12 519 077 3047 322 753 440 16 319 839
Mandatory cash balances with central banks 2 113 545 - 129 519 2243 064
Trading securities 13722 477 728 284 - 14 450 761
Due from other banks 11 6 907 366 741 373659
Loans and advances to customers 102 774 868 38 987 6134986 108 948 841
Investment securities avaitable for sale 826 652 7435 198 317 1032 404
Repurchase receivable 1230240 - - 1230 240
Deferred income tax asset 8 286 - 7043 15 329
Premises and equipment 2 534 152 - 104 761 2638913
Other assets 906 828 72112 60 642 1039582
Total assets 136 636 136 3 901 047 7755449 148 292 632
Liabilities
Due to other banks 7123 484 6410 449 2687 778 13 801 708
Customer accounts 73842638 3651228 5102 576 82 596 442
Debt securities in issue 11 459 890 - 518 844 11978 734
Other borrowed funds 245 859 17 334 780 1495082 19075 731
Deferred income tax liability 113 141 - 808 113 949
Other liabilities 903 792 7 840 61438 973 070
Subordinated debt 40020186 - - 4 002 016
Total liabilities 97 690 820 27 404 307 7 446 524 132 541 651
Net balance sheet position 38 945 316 {23 503 260) 308 925 15 750 981
Credit related commitments {Note 30} 4847 214 22 482 1839414 6 709 110
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29  Financial Risk Management {Continued)

Currency risk. Currency risk is tne risk that the Group's income or financial instruments portfolio may
change due to exchange rate fluctuations.

The Financial and Economic Committee manages the volume of currency risk by setting a limit on the
level of open currency positions. The Department for Financial Market Operations manages the level of
open currency positions within the set limits. The Treasury transfers open currency position to the
Department for Financial Market Operations through conciuding intragroup transactions. The Risk Control
Department monitors the aggregate currency risk level.

The table below summarises the Group's exposure to foreign currency exchange rate risk at

30 June 2007 (unaudited):

In thousands of Russian Roubles RR usb Euro Other Total
Assets

Cash and cash equivalents 13 665 180 1805171 450 117 489874 16 410 342
Mandatory cash halances with central

banks 2061 566 29639 9520 52 251 2 152 976
Trading securities 14 595 339 939 817 - ©- 15535156
Due from other banks - 470 146 - 474 565 g44 711
L.oans and advances to customers 73656 391 35565 483 4791518 1751948 115 765 340
Investment securities available for sale 882 b2 661 899 4 608 213 194 1762 263
Repurchase receivable 4 383 607 271254 - - 4 835181
Deferred income tax asset 2 645 - - 319 2 964
Premises and equipment 2631908 - - 104 201 2736109
Other assets 1101 141 29 887 1568 97 001 1229 597
Total assets 112 960 639 39773 296 5257 331 3183353 1611748619
Liabilities

Due to other banks 12 030 408 8 067 592 2 961 556 5273 23064829
Customer accounts 65 081 769 10229182 4 528 077 2381490 82221518
Debt securities in issue 12 824 021 72 740 104 366 - 13001127
Other borrowed funds - 21127 287 - - 21127 297
Deferred income tax liability 31390 - - 999 32389
Other liabilities 834 497 41 193 24 195 38 885 938 770
Subordinated debt - 3982 565 - - 3962 565
Total liabilities 90 802085 43500 569 7619194 2 426 647 144 348 495
Net balance sheet position 22158 554 (3727 273) (2 361 863) 756 706 16 826 124
Derivative financial instruments

{Note 31} (6 095 563) 4 326 608 1812 817 (50 978) (7 114}
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29  Financial Risk Management (Continued)

At 31 December 2006, the Group had the following positions in currency:

In thousands of Russian Roubles RR Usb Euro Other Total

Assets

Cash and cash equivalents 11 665 967 2089756 1853 262 710854 16 319 839
Mandatory cash balances with central

banks 2113 545 36 956 6 461 86 102 2243 064

Trading securities 12 990 167 1413919 46 675 - 14 450 761

Due from other banks 22 314 112 905 58 620 373 659
Loans and advances to customers 89 691 900 30 519985 6 416 999 2319957 108 948 841

Investment securities available for sale 824 320 5159 4 608 198 317 1032 404
Repurchase receivable 1230240 - - - 1230 240
Deferred income tax asset 8 286 - 2 7 041 15 329
Premises and equipment 2 534 151 - - 104 762 2638913
Other assets 991 281 3440 3759 41 102 1039 582
Total assets 102 049 879 34 383 327 8332671 3526755 148 292 632
Liabilities

Due to other banks 6 910 398 3 436 686 2 897 230 557 395 13 801 709
Customer accounts 63823376 11431114 4 949 192 2392760 82596442
Debt securities in issue 11 053 311 821 112 104 311 - 11978734
Other borrowed funds - 19075731 - - 19075731

Deferred income tax liability 113 141 - - 808 113 949
Other liabilities 869 809 44 460 8 498 50 303 973 070
Subordinated debt - 4002016 - - 4002 016
Total liabilities 82770035 38811119 7 959 231 3001 266 132 541 651

Net balance sheet position 19279844 (4 427 792) 373 440 525489 15750 981

Derivative financial instruments

(Note 31) (4 237 145) 5253269 (1021916) - (5792)

Movements in foreign exchange rates affect the borrowers' repayment ability and incurrence of loan
losses. At the same time, the Group seeks to provide to corporate clients loans in the currency which
meets the requirements of the borrower’s business structure in order to minimise the incurrence of loan

losses due to realisation of potential currency risk for the borrower.

Liquidity risk. Liquidity risk is the risk of difficulties with settling the Group's financial liabilities. Liquidity
risk is defined as the risk when the maturity of assets and liabilities does not match. Given the diversity of
the Group’s transactions and associated uncertainty, the full matching of maturities of assets and
liabilities is not a standard practice for financial institutions, which enables them to increase profitability of
operations, but, at the same time, increases the risk of losses or the risk that the Group will be unable to

meet its obligations.
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The objective of liquidity management is to establish and maintain such condition of the Group's asset
and liability structure by type and basic maturity that would enable the Group to timely fulfil its obligations
to creditors, to satisfy the demand of Group’s clients for cash borrowings and to maintain the Group’s
reputation as a reliable financial institution that is paying special attention to liquidity risk regulation.

The Group seeks to maintain a diversified and stable structure of sources of financing consisting of
issued debt securities, long-term and short-term deposits of banks, deposits of major corporate and retail
clients as well as a diversified portfolio of highly liquid assets so that the Group could be able to promptly
react to unforeseen liquidity requirements.

The Financial and Economic Committee is responsible for liguidity management organisation. In order to
streamline the liquidity management procedures the Group separately conducts short-term liquidity
management, day-to-day management of which is performed by the Treasury and structured liquidity
management, where decisions are taken by the Financial and Economic Committee and information is
prepared by the Risk Control Department.

Liquidity risk management is centralised in the Treasury by entering into transfer deals for all term
transactions among the Treasury and business units. The deals are concluded for the period
corresponding to the period of transactions at transfer rates.

The Group's liquidity management policy comprises:

. daily projecting of cash flows by major currencies and calculation of the required level of current
liquidity wich complies these cash flows;
s maintaining current liquidity in the amount sufficient for full coverage of the liabilities with maturity

within 30 days;

maintaining diversified structure of the sources and structure of financing;

management of the concentration and structure of borrowed funds;

development and implementation of debt financing plans;

development of additional plans for liquidity and specified financing level maintenance;

control over the compliance of the Group’s balance sheet liquidity ratios with statutory ratios;
establishing of limits and rates for attraction/placement of funds by instruments and of transfer
rates.

The Treasury receives information on planned transactions from the business units. If the dates for
notification about the planned transactions are not observed and also if the transaction exceeds the
established limits on amount the Treasury has the right to ban this transaction of the business unit.

Monitoring of current and projected current liquidity position is done daily on the basis of preparation of
payment schedule and forecast of short-term resources requirements. Monitoring of structural liquidity
position is done by means of regular preparation of current and projected reports on assets and liabilities
gaps (GAP-report).

The Bank and its Russian subsidiaries calculate liquidity ratios on a daily basis in accordance with the
requirement of the Central Bank of Russian Federation. These ratios are:

. Instant liquidity ratio (N2), which is calculated as the ratio of highly-liquid assets to liabilities payable
on demand;

. Current liquidity ratio (N3), which is calculated as the ratio of liquid assets to liabilities maturing
within 30 calendar days;

g Long-term liquidity ratio (N4), which is calculated as the ratio of assets maturing after one year to

regulatory capital and liabilities maturing after one year.
The Bank was in compliance liquidity ratios calculated in accordance with the requirement of the Central
Bank of Russian Federation at 30 June 2007 (unaudited) and at 31 December 20086.

Subsidiary banks in Ukraine and Moldova calculate liquidity ratios in accordance with the requirements of
National banks of these countries accordingly.
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The table below shows liabilities at 30 June 2007 by their remaining contractual maturity. The amounts
disclosed in the table below are the contractual undiscounted cash flows, including prices specified in
deliverable forward agreements to purchase financial assets for cash. Such undiscounted cash flows
differ from the amount included in the balance sheet because the balance sheet amount is based on
discounted cash flows.

When the amount payable is not fixed, the amount disclosed is determined by reference to the conditions
existing at the reporting date. Foreign currency payments are translated using the CBRF official exchange
rate at the balance sheet date.

The maturity analysis of financial liabilities based on the contractual undiscounted cash flows at 30 June
2007 (unaudited) is as follows:

Demand and From1 to From & to From1to Morethan§ Total
In thousands of Russian less than 6 months 12 months 5 years years
Roubles 1 month
Liabilities
Due to other banks 10 906 080 9 829 454 1289 785 1402 764 80 800 23 508 893
Customer accounts 45 628 532 22 809 042 14 009 768 1 320 967 21 327 83 789 637
Debt securities in issue 538 471 4 279 148 3447 905 5292 711 450 022 14 008 257
Other borrowed funds - 964 125 4435944 19 398 307 - 24 798 376
Subordinated debt 90 270 182 71% 180 733 5272 260 - 5725582
Derivative financial
instruments
- Inflows (37 862 259) {1 416 750) - - - (39 279 009)
- Qutflows 37 800 265 1419 891 - - - 39 320 156
Total 57 201 359 38 067 629 23 364 146 32 687 009 552 149 151 872 292
Credit related
commitments 1521048 4244 811 1 544 394 645 266 - 7 955 519

The maturity analysis of financial liabilities based on the contractual undiscounted cash flows at
31 December 2006 (unaudited) is as follows:

Demand and From 1 to From 6 to From 1 to More than 5 Total
in thousands of Russian less than 6 months 12 months 5 years years
Roubles 1 month
Liabilities
Due to other banks 7417 0758 1852172 4116 022 8683 299 3911 14 152 479
Customer accounts 47 888 485 19 345615 15779 370 1139025 20111 84 172 €06
Debt securities in issue 1 489 635 3141 921 4 435 347 3 586 460 381 042 13 014 405
Other borrowed funds 93 987 4 848 501 724 246 16 782 216 - 22 548 950
Subordinated debt 52 749 91 156 278 235 1385104 4174 926 5982170
Derivative financial
instruments
- Inflows (6 142 657) - 4 - - - (6 142 857)
- Qutflows 6 148 562 - - - - 6 148 562
Total 56 927 836 29 479 365 25 333 220 23 556 104 4 579 930 139 876 515
Credit related
commitments 849 217 2 686 310 1621 695 1381 888 - 6709 110

The table below shows assets and liabilities at 30 June 2007 (unaudited) by their remaining contractual
maturity unless there is evidence that any of these assets are impaired and will be settled after their
contractual maturity dates in which case the expected date of settlement is used. Some of the assets and
liabilities, however, may be of a longer term nature; for example, loans are frequently renewed and
accordingly short term loans can have a longer term duration.

The entire portfolio of trading securities and repurchase receivable are classified within demand and less
then one month as these portfolios are of trading nature and Management believe this is a fairer portrayal
of its liquidity position.
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The Group's liquidity position at 30 June 2007 (unaudited) is set out below:

Demand From 1 to From 6 to From 1 to More than No stated Total
and 6 months 12 months 5 years 5 years maturity

in thousands of Russian less than
Roubles 1 month
Assets
Cash and cash
equivalents 16 363 342 47 000 - - - - 16 410 342
Mandatery cash balances
with central banks 2152 976 - - - - - 2152 976
Trading securities 15 535 156 - - - - - 15 535 156
Due from other banks 474 696 - - 470015 - - 844 711
Loans and advances to
customers 20361177 37223702 17086123 38437683 2656675 - 115 765 340
Investment securities
available for sale 102 668 51 557 279 511 812 308 18 686 697 535 1762 263
Repurchase receivable 4635 161 - - - - - 4635161
Deferred income tax
asset - - 2 846 118 - - 2 964
Premises and equipment - - - - - 2736109 2736109
Other assets 342 10 579 370 39 098 6 693 262 426 - 1229 597
Total assets 59 967 186 37 901629 17407578 39526795 2937 787 3433644 161 174 619
Liabilities
Due to other banks 10 814 414 9688 583 1184 368 1363632 2832 - 23064 829
Customer accounts 45776389 21962610 13277298 1195 309 9312 - 82 221 518
Debt securities in issue 586 759 4 039 909 3102 564 43821873 450 022 - 13 001 127
Other borrowed funds - 120614 3587044 17 419839 - - 21127 247
Deferred income tax
liability 30400 - 1989 - - - 32 388
Other liahilities 560 230 171 530 205775 1235 - - 938 770
Suberdinated debt ~ - - 3 962 565 - - 3 962 565
Total liabilities 67768192 35984246 21369038 2B 764 253 462 766 - 144 348 495
Net liguidity gap 2198 994 1917 383 (3961 460) 10762542 2475021 3433644 16 826 124
Cumulative liquidity
gap 2198 994 4116 377 154 917 10817458 13392480 16826124
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The liquidity position of the Group at 31 December 2008 is set out below:

Demand From 1 to From 6 to From1to  More than No stated Total
and 6 months 12 months § years 5 years maturity

in thousands of Russian less than
Roubles 1 month
Assets
Cash and cash
equivalents 16 319 839 - - - - - 16319 839
Mandatory cash balances
with central banks 2243 064 - - - - - 2243 064
Trading securities 14 450 761 - - - - - 14 450 761
Due from cther banks 364 420 1208 - 8031 - - 373659
Loans and advances to
customers 13239866 29093389 20030427 42 359 933 3 316 166 - 108 948 841
Investment securities
availabie for sale 98 814 211 003 55 628 613 987 15133 37 839 1032 404
Repurchase receivable 1230240 - - - - - 1230 240
Deferred income tax
asset - - 1 060 14 269 - - 15 329
Premises and equipment - - - - - 2638 913 2638913
Other assets 405 318 336 598 156778 9278 272610 - 1038 582
Total assets 48 352322 29642198 21011893 43 005 558 3 603 909 2676752 148 292 632
Liabilities
Due to other banks 6 297 088 1920 467 3911 504 1229237 443 413 - 13 801 709
Customer accounis 47 857 868 18429880 15289 939 1007 425 11 329 - 82 596 442
Debt securities in issue 1570 296 2 959 385 3933 842 3134 1698 381 042 - 11978 734
Other borrowed funds - 4 368 046 121171 14 586 514 - - 19 075 731
Deferred income tax
liability 24 518 - 89 433 - - - 113 949
Other liabilities 789 810 168 333 12 594 2333 - - 973 070
Subordinated debt - - - - 4 002 016 - 4 002 Q16
Total liabilities 56 539 579 27846111 23358483 19959678 4 837 800 - 132 541 651
Net liquidity gap (8187 257) 1796087 (2346590) 23045880 (1233831) 2676752 15 750 981
Cumulative liquidity
gap (8 187 257) (6391170} (B737760) 14308120 13074229 15750981

The matching and/or controlled mismatching of the maturities and interest rates of asseis and liabilities is
fundamental to the management of the Group. It is unusual for banks ever to be compietely matched since
business transacted is often of an uncertain term and of different types. An unmatched position potentiaily
enhances profitability, but can also increase the risk of losses. The maturities of assets and liabilities and
the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important factors
in assessing the liquidity of the Group and its exposure to changes in interest and exchange rates.
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Management believes that in spite of a substantial portion of customer accounts being on demand,
diversification of these depoesits by number and type of depositors, and the past experience of the Group
would indicate that these customer accounts provide a long-term and stable source of funding for the
Group. Apart from the above stated, the Group also maniters the level of mismatch in maturity of assets
and liabilities within the major time intervals.

Customer accounts are classified in the above analysis based on contractual maturities. However, in
accordance with Russian Civil Code, individuals have a right to withdraw their deposits prior to maturity, if
they forfeit their right to accrued interest.

Management of capital. The Group’s objectives when managing capital are to comply with the capital
requirements set by the Central Bank of the Russian Federation, to safeguard the Group's ability to
continue as a going concern and to maintain a sufficient capital base fo achieve a capital adequacy ratio
based on Basel Accord of at least 8%. Under the current capital requirements set by the Central Bank of
Russian Federation banks have to maintain a ratio of regulatory capital to risk weighted assets (“statutory
capital ratio”} above a prescribed minimum level. Refer to Note 3C.

The Group's policy is aimed at maintaining a level of capital sufficient for retaining investors’, creditors’
and the market's confidence in general, and ensuring the Group’s future development.

The Central Bank of the Russian Federation sets and moniters compliance with regulatory capital ratios
on the part of the Group's Russian banks and the Group in general. National banks of Ukraine and
Moldova set and monitor compliance with regulatory capital ratios mandatory for Petrocommerce-Ukraine
and Unibank, respectively.

The Group manages capital adequacy using capital ratic projections based on the Basel Agreement and
the CBRF requirements with the quarter to year horizon. Growth rates for asset-side transactions in the
medium- and leng term are plannad with consideration of capital requirements. The Group develops and
implements capital growth measures when appropriate.

To ensure compliance with the capital adequacy ratio in the short run {up to one month), the Group uses
a system of limits on the use of capital. Limits on the use of capital are revised on a monthly basis and are
generally set for business units with consideration of loan portfolio growth planning for the nearest month,
projected expenses and possible losses resulting from crystallisation of credit and/or market risks in the
short run. The cellegial body in charge of approval of capital management procedures and setting limits
on the use of capital is the Financial and Economic Committee. The body in charge of develcpment of
capital management procedures and compliance with the set limits on the use of capital is the Risk
Control Department. Business units should comply with set limits on the use of capital. Compliance with
limits is monitored an a daily basis.

Today, in accordance with the CBRF requirements the Bank and the Group shoutd maintain the ratio of
capital to risk weighted assets ("capital adequacy ratio”) abave the determined minimum level, which at
30 June 2007 is set at 10% (31 December 2006:; 10%).

At 30 June 2007 (unaudited) and at 31 December 2008, the Bank's and the Group’s capital adequacy
ratio complied with the statutory level. Apart from this, the Group and the Bank should comply with the
minimum capital level stipulated by the terms of the Bank's and the Group’s cbligations, including
requirements to the capital adequacy level calculated on the basis of the Basel Agreement {generally
kKnown as Basel I). See also Note 30.
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Interest rate risk. The Group takes on exposure to the effects of fluctuztions in the prevailing levels of
market interest rates on its financial position and cash flows. Interest margins may also increase as a
result of such changes but may reduce or create losses in the event that unexpected movements arise.
The table below summarises the Group's exposure to interest rate risks at 30 June 2007 (unaudited). The
table presents the Group's assets and liabilities at carrying amounts, categorised by the earlier of
contractual interest repricing or maturity dates.

Demand and From1to From6to From1to Morethan Non- Total
inn thousands of Russian less than 6 months 12 months § years 5 years interest
Roubles 1 month bearing
Assets
Cash and cash
equivalents 16 363 342 47 000 - - - - 16410342
Mandatory cash balances
with central banks 2152 978 - - - - - 2152 976
Trading securities 53 698 851 986 489 146 8868885 1267523 3993938 15535156
Due from other banks 474 696 - - 470 015 - - 944 711
Loans and advances to
customers 20361177 37889107 16440718 38437663 2656675 - 115765 340
Investment securities :
available for sale 103 867 51140 285 858 511 881 18 814 680 703 1762 263
Repurchase receivabile - 427 6§97 291 657 2 260 383 543 538 1111 886 4 635 161
Deferred income tax
asset - - - - - 2964 2 964
Premises and equipment - - - - - 2736109 2736109
Other assets - - - - 1229 597 1229 597
Total assets 39509756 39246930 17527379 50648807 4 486 550 9755197 161174 619
l-iabilities
Due to other banks 13 404 074 8 504 053 982 352 174 350 - - 23064828
Customer accounts 45836029 22122518 13277298 975 761 9912 - 82221518
Debt securities in issue 586 759 4039 909 3102564 4821873 450022 - 13001 127
Other borrowed funds - 4 347 410 - 16779887 - - 21127 297
Deferred income tax
liability - - - - - 32 389 32 389
Other liabilities - - - - - 938770 838 770
Subordinated debt 3962 565 - - - - - 3 962 565
Total liabilities 63789427 38013830 17 362214 22751871 459 934 871159 144 348 485
Net sensivity gap (24 279 671) 233 040 165165 27 B96 936 4 026 616 8784038 16826124
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The table below summarises the Group's exposure to interest rate risks at 31 December 2006.

Demand and From1toc From6to From1to Morethan Non- Total
In thousands of Russian less than & months 12 months 5 years 5 years interest
Roubles 1 month bearing
Assets
Cash and cash
equivalents 16 319 839 - - - - - 16 31% 839
Mandatory cash balances
with central banks 2243 064 - - - - - 2243 064
Trading securities 4763 582 534 723277 7153782 742 562 5243 843 14 450 761
Due from other banks 364 420 1208 - 8 031 - - 373659
Loans and advances to
customers 13239866 29925412 20734084 41733313 3316166 - 108 948 841
Investment securities
available for saie 98 814 211003 55628 613 987 15133 37 839 1032 404
Repurchase receivable . - - 553 814 58 362 617 064 1230 240
Deferred income tax
asset - - - - - 15329 15 329
Premises and equipment - - - - - 2638913 2638813
Other assets - - - - - 1038 582 1 039 582
Total assets 32270766 30720157 21512989 50062927 4133223 9 592 570 148 292 632
Liabilities
Due to other banks 6307883 2478196 3904 338 667 879 443 413 - 13 801 709
Customer accounts 47 857 869 18429880 15288939 1007 351 11 403 - 82 596 442
Debt securities in issue 1570296 2859385 3033842 3134 168 381 042 - 11978734
Other borrowed funds 2489335 2759972 - 13826424 - - 19 075 731
Deferred income tax
liability - - - - - 113 949 113 849
Other liabilities - - - - - 973 070 973 070
Subordinated debt - 40020186 - - - - 4 002018
Total liabilities 58 225383 30629449 23128119 18635823 835 858 1087 019 132 541 651
Net sensivity gap (25 954 617) 90708 {1615130) 31427104 3297 365 8 505 551 15 750 981

The Group is exposed to cash flow interest rate risk, principaily through assets and liakilities for which
Interest rates are reset as market rates change. These asseis and liabilities are presenied in the above
table as being repriced in the short-term. The Group is exposed to fair value interest rate risk as a result
of assets and liabifities at fixed interest rates in amounts and periods which differ; these are primarily
oresented in the above table as being repriced in the long-term. In practice, interest rates that are
contractually fixed on both assets and liabilities are usually renegotiated to reflect current market
conditions.

The Group monitors the level of mismatch of interest rate repricing terms and dates and manages interest
rate risk by regulating the level of the mismatch. In the absence of any available hedging instruments, the
Group normally seeks to match its interest rate positions in respect of dates and repricing terms.

e
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The table below summarises the effective interest rate, by major currencies, for major debt instruments.
The analysis has been prepared based on period-end effective rates.

30 June 2007 (unaudited) 31 December 2006
In % p.a. RR UsD Euro Other RR usD Euro Other
Assets
Correspondent accounts and
overnight placements with other banks 2.9 47 1.0 6.7 3 4.4 2 L

Placements with other banks with

original maturities of less than three

months 6.1 5.1 - 13.3 6.5 5.3 36 13.9
Reverse sale and repurchase

agreements with other banks with

original maturities of less than three

months 5.3 - - - 77 - - -
Debt trading securities 71 59 - - 6.4 6.3 - -
Due from other banks - 10.7 - 1.6 - 5.0 2.2 8.4
Loans and advances to customers 11.6 124 8.3 16.7 121 12:3 8.9 17.3
Debt investment securities available
for sale 8.7 6.5 - 13.7 8.5 6.2 - 12.8
Repurchase receivable 6.0 6.8 - - 6.2 - - -
Liabilities
Due to other banks 4.1 6.6 51 0.0 47 6.7 5.0 6.3
Customer accounts
- current and settlement accounts 0.1 0.0 0.1 0.9 0.1 0.1 0.2 0.9
- term deposits 7.6 7R 6.1 9.1 75 6.6 5.3 9.0
Debt securities in issue 7.8 5.9 2:5 - 7t 4.8 2.5 -
Other borrowed funds - 8.7 - - - 91 - -
Subordinated debt - 97 - - - 9.7 - -
The sign “-* in the table above means that the Group does not have the respective assets or liabilities in

corresponding currency.

Interest risk management by means of monitoring of the mismatching of the maturities of interest bearing
assets and liabilities is supplemented by the procedure of monitoring of the Group’s net interest income
sensitivity to various standard and non-standard interest rate change scenario. Also, for the purpose of
balance sheet interest rate risk management the Group regulates conditions of early repayment of assets and
liabilites. In order to limit mismatch in the conditions of early repayment of the Group’s assets and
liabilities, certain clauses are introduced into standard forms of contracts on term transactions that protect
from the risk of early repayment and from failure to meet deadlines for fulfiiment of commitments.

The analysis of the sensitivity of net interest income on the Group’s non-trading book for one year based
on the increase or decrease in market interest rates, prepared on the basis of a simplified scenario of
parallel decrease or increase of yield curves by 100 basis points on the assumption of the absence of
asymmetric changes in yield curves and presence of a constant balance sheet position, is set out below.

30 June 2007 31 December 2006

In thousands of Russian Roubles (unaudited) (unaudited)
Parallel increase by 100 basis points 47 562 (5 983)
Parallel decrease by 100 basis points (47 562) 5983
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Legal proceedings. From time to time and in the normal course of business, claims against the Group
are received. On the basis of its own estimates and internal professional advice the Management is of the
opinion that no material losses will be incurred in respect of claims and accaordingly no provision has been
made in these interim consolidated financial statements, except for the provision made in respect of
assessed tax claims disclosed below.

Tax legislation. The tax, currency and customs legislation within the Russian Federation is subject to
varying interpretations, and changes, which can occur frequently. Management's interpretation of such
legislation as applied to the transactions and activity of the Group may be challenged by the relevant
regional and federal authorities.

The Russian tax authorities may be taking a more assertive position in their interpretation of the
legislation and assessments, and it is possible that transactions and activities that have not been
challenged in the past may be challenged. In October 2006, the Supreme Arbitration Court issued
guidance to lower courts on reviewing tax cases providing a systemic roadmap for anti-avoidance claims,
and it is pessible that this will significantly increase the level and frequency of tax authorities scrutiny.

As a result, additional taxes, penalties and interest may be assessed. Fiscal periods remain open to
review by the authorities in respect of taxes for three calendar years preceding the year of review. Under
certain circumstances reviews may cover longer periods.

Russian transfer pricing legisiation intraduced 1 January 1999 provides the possibility for tax autharities to
make transfer pricing adjustments and impose additional tax liakilities in respect of all controllable
transactions, provided that the transaction price differs from the market price by more than 20%.

Controllable transactions include transactions with interdependent parties, as determined under the
Russian Tax Code, and all cross-border transactions (irrespective whether performed between related or
unrelated parties), transactions where the price applied by a taxpayer differs by more than 20% from the
price applied in similar transactions by the same taxpayer within a short period of time, and barter
transactions. There is no formal guidance as to how these rules should be applied in practice. in the past,
the arbitration court practice with this respect has been contradictory.

Tax liabilities arising from intercompany transactions are determined using actual transaction prices. It is
possible with the evolution of the interpretation of the transfer pricing rules in the Russian Federation and
the changes in the approach of the Russian tax authorities, that such transfer prices could potentially be
challenged in the future. Given the brief nature of the current Russian transfer pricing rules, the impact of
any such challenge cannot be reliably estimated; however, it may be significant to the financial condition
and/or the overall operations of the entity.

In addition to the above transfer pricing matters management estimates that the Group has other possible
obligations from expostre to other than remote tax risks in the range from zero to RR 273 223 thousand
{31 December 2006: froem zero to RR 273 223 thousand). The Group's Management believes that its
interpretation of the relevant legislation is appropriate and the Group’s tax, currency legisiation and
customs positions will be sustained. At 30 June 2007 the Group has recorded provision of
RR 81 729 thousand including penalties and interest of potential liabilities arising from such tax
contingencies {31 December 2006; no provision).

Capital commitments. At 30 June 2007 the Group did not have contractual capital expenditure
commitments in respect of premises and equipment (31 December 2006: RR §7 324 thousand).
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Operating lease commitments. Where the Group is the lessee, the future minimum lease payments
under non-cancellable operating leases are as follows:

30 June 2007 31 December
in thousands of Russian Roubies (unaudited) 2006
Not later than 1 year 191 451 188 887
Later than 1 year and not [ater than 5 years 454 312 420 892
Later than 5 years 758 804 783 860
Total operating lease commitments 1 404 367 13938639

Compliance with covenants. The Group is subject to ceriain covenants related primarily to other
borrowed funds. Non-compliance with such covenanis may result in claims from creditors for early
repayment of debt by the Group.

One of these covenants is fulfilment by the Group of minimum capital adequacy requirements calculated
in accordance with the requirements of the Basel Accord, as defined in the International Convergence of
Capitai Measurement and Capital Standards (updated April 1998) and Amendment to the Capital Accord
to incorporate market risks (updated November 2008), commanly known as Basel 1.

The composition of the Group's capital calculated in accordance with Basel Accard at 30 June 2007 and
at 31 December 20086 is as follows:

30 June 2007 31 December 2006

in thousands of Russian Roubles (unaudited) {unaudited)
Tier 1 capital 16 847 510 15 768 622
Tier 2 capital 3 052 941 3094078
Total capital 20 800 451 19762 700
Total risk weighted assets 155 145 316 138 056 726

Total capitai-to-risk-weighted-assets ratio (%)

{(total capital adequacy ratio) 13.4% 14.3%
Total Tier 1 capital-to-risk—weighted-assets ratio (%)
(Tier 1 capital adequacy ratio) 10.9% 11.4%

Also the Group's objective of capital management is to comply with the capital requirements set by the
Central Bank of the Russian Federation. Refer to Note 29.
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Credit related commitments. The primary purpose of these instruments is to ensure that funds are
available to a customer as required. Guarantees and standby letters of credit, which represent irrevocable
assurances that the Group will make payments in the event that a customer cannot meet its obligations to
third parties, carry the same credit risk as loans. Documentary commercial letters of credit, which are
written undertakings by the Group on behalf of a custcmer autherising a third party to draw drafts on the
Group up to a stipulated amount under specific terms and conditions, are collateralised by the underlying
shipments of goods to which they relate or cash deposits and therefore carry less risk than a direct
borrowing.

The Group monitors the term to maturity of credit related commitments because longer-term
commitments generally have a greater degree of credit risk than shorter-term commitments. The
putstanding credit related commitments of the Group are as follows:

30 June 2007 31 December
in thousands of Russian Roubles {unaudited) 2006
Guarantees issued 7 028 558 3841 829
Import letters of credit 823 180 2 566 825
Export letters of credit 61 358 . 133 287
Letters of credit for settlements in the Russian Federation 42 443 167 169
Total credit related commitments 7 955519 6708110

Deposits in the amount of RR 2 584 265 thousand (31 December 2006: RR 2 138 918 thousand) held as
callateral for irrevocable commitments under import letters of credit and letters of credit with settlement in
the Russian Federation are recorded in customer accounts (Refer to Note 16). These letters of credit are
not included in the table above.

At 30 June 2007 the Group also had commitments in relation to unused credit lines totalling
RR 17 530 187 thousand (31 December 2008: RR 15 576 861 thousand), which includes non-cancellable
commitments totalfing RR 10 536 thousand (31 December 2006: RR 36 046 thousand).

The total outstanding contractual amount of undrawn credit lines, letters of credit and guarantees does
not necessarily represent future cash requirements, as they may expire or terminate without being
funded.

Credit related commitments are denominated in currencies as follows:

30 June 2007 31 December
in thousands of Russian Roubles {unaudited) 2006
Russian Roubles 3779025 1643 885
Ush 3298 263 3709712
Euro 747 804 1326 698
Other 130 427 28 815
Total credit related commitments 7 955 519 6 709 110
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Trust activities. The Group provides asset management services to its customers in its own name, but
on their account. The assets of these funds are not included in the Group's interim consolidated balance
sheet as they are not assets of the Group. The assets managed by the Group are disclosed at their fair
value and fall into the following categories:

30 June 2007 31 December
In thousands of Russian Roubles (unaudited) 2006
Corporate shares 4814 503 3110729
Corporate bonds 2128 034 2 246 486
Cash funds 62 182 377 357
Federal loan bonds (OFZ bonds) - 447 482
Municipal bonds and bonds of the Russian Federation's regions - 333634
Other 471 378 284 629
Total assets in trust management 7 476 097 6 800 317

Fiduciary assets. These assets are not included in the Group's interim consolidated balance sheet as
they are not assets of the Group. Investment units are recorded at their estimated fair value. Other
securities are disclosed at nominal value. Nominal values disclosed below are normally different from the
fair values of respective securities. The fiduciary assets fall into the following categories:

30 June 2007 31 December
In thousands of Russian Roubles (unaudited) 2006
Corporate shares 1658 006 1613 157
Corporate Eurobonds 90 357 92 159
Promissory notes 27 503 28 069
Corporate bonds 1:937 12 349
Investment units - 1765108
Other 4 500 15 302

Assets pledged and restricted. At 30 June 2007 the Group has the following assets pledges as
collateral:

30 June 2007 (unaudited) 31 December 2006
Asset Related Asset Related

In thousands of Russian Roubles Note pledged liability pledged liability
Trading securities pledged for the credit

limit of the CBRF 8 2599178 - 2 485872 -
Trading securities pledged under sale 12, 15,

and repurchase agreements 16 4 635 161 4277705 1230 240 1115 846
Securities purchased under reverse

sale and repurchase agreements and

pledged under sale and repurchase

agreements 15,16 3942 887 3 769 284 1726 955 1722 453
Term deposits of other banks 9,15 474 602 475 096 353 416 353 505
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31 Derivative Financial Instruments

Foreign exchange derivative financial instruments entered into by the Group are generally traded in an
over-the-counter market with professional market counterparties on standardised contractual terms and
conditions. Derivatives have potentially favourable (assets) or unfavourable (liabilities) conditions as a
result of fluctuations in market interest rates, foreign exchange rates or other variables relative to their
terms. The aggregate fair values of derivative financial assets and liabilities can fluctuate significantly
from time to time.

The principal or agreed amounts and fair values of derivative financial instruments are set out in the
following table. The table reflects contracts before the netting of any counterparty positions (and
payments) and covers the contracts with settlement dates after the respective balance sheet date. The
contracts are short term in nature.

30 June 2007 (unaudited) 31 December 2006

Principal Positive Negative Principal Positive Negative

In thousands of Russian oragreed  fairvalue fair value oragreed fairvalue fair value
Roubles amount amount

Forwards
Foreign currency
- purchase of USD for RR 28 528 191 22 268 (2 027) 4752 764 .- (3931)
- purchase of USD for EUR 4 539 826 6 747 (703) 1021 860 103 (1 790)
- purchase of EUR for RR 663 751 - (1180) 1631 2 -
- purchase of EUR for USD 5682 854 - 206 (15 567) - - -
- purchase of RR for USD 21167 795 4 690 (21 669) 521180 8 (184)
- other 52 210 92 (1) - g -
Securities
-purchase of securities 743 30 = - - =
Futures
Foreign currency
- purchase of USD 770 063 - - - - -
- sale of USD 2 679 554 - ” . - B,
Total 34 033 (41 147) 113 (5 905)

32 Fair Value of Financial Instruments

Fair value is the amount at which a financial instrument could be exchanged in a current transaction
between willing parties, other than in a forced sale or liquidation, and is best evidenced by a quoted
market price. The best evidence of fair value is price quotations in an active market.

The estimated fair values of financial instruments have been determined by the Group using available
market information, where it exists, and appropriate valuation methodologies. However, judgement is
necessarily required to interpret market data to determine the estimated fair value. The Russian
Federation continues to display some characteristics of an emerging market and economic conditions
continue to limit the volume of activity in the financial markets. Market quotations may be outdated or
reflect distress sale transactions and therefore not represent fair values of financial instruments.
Management has used all available market information in estimating the fair value of financial
instruments.

Financial instruments carried at fair value. Trading securities, investment securities available for sale,
derivative financial instruments and repurchase receivable are carried on the consolidated balance sheet
at their fair value. Fair values were determined based on quoted market prices. Cash and cash
equivalents are carried at amortised cost which approximates current fair value.
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32  Fair Value of Financial Instruments (Continued)

Loans and receivables carried at amortised cost. The fair value of floating rate instruments is normally
their carrying amount. The estimated fair value of fixed interest bearing placements is based on estimated
future cash flows expected to be received discounted at current interest rates for new instruments with
similar credit risk and remaining maturity. Refer to Notes 9 and 10 for the estimated fair values of due
from other banks and loans and advances to customers, respectively.

Liabilities carried at amortised cost. The fair value of bends and Eurobonds in issue is based en
quoted market prices, if available. The estimated fair value of fixed interest rate instruments with stated
maturity, for which a quoted market price is not available, was estimated based on expected cash flows
discounted at current interest rates for new instruments with similar credit risk and remaining maturity.
The fair value of liabilities repayable on demand or after a notice period (*demandable liabilities”) is
estimated as the amount payabie on demand, discounted from the first date that the amount could be
required to be paid. Refer to Notes 15, 16, 17, 18 and 20 faor the estimated fair values of due to other
banks, customer accounts, debt securities in issue, other borrowed funds and subordinated debt,
respectively.

33 Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party, is under common
control, or can exercise significant infiuence over the other party in making financial or operaticnal
decisions. In considering each possible related party relationship, attention is paid to the substance of the
relationship, not merely the legal form.

As set out in Note 1, the main shareholder of the Group is the financial group IFD Kapital. A majority
stake in IFD Kapital Group is beneficially owned by Mr. Alekperov and Mr. Fedun (the “ultimate
beneficiaries”) and is managed by a professional asset management company, which is not owned by the
ultimate beneficiaries. Transacticns with related parties are entered into the normal course of business
with significant sharehelders of the Bank, ultimate beneficiaries, directors and companies with which the
Bank has significant shareholders in common. These transactions include settlements, loans, deposit
taking, guarantees, trade finance and foreign currency transactions. These transactions are priced at
market rates.
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33  Related Party Transactions (Continued)

At 30 June 2007 and 31 December 2006, the outstanding balances with related parties were as follows:

30 June 2007 (unaudited)

31 December 2006

In thousands of Russian Roubles Shareholders Other Shareholders Other
Correspondent accounts and overnight placements

with other banks (contractual interest rate: 30 June

2007: 0.0%; 31 December 20086: 0.0%) - 25 684 - 2575
Trading securities - 661 168 - 1124 321
Loans and advances to customers

Loans and advances (contractual interest rate: 30

June 2007: 9.0%-17.0%; 31 December 2006:

7.2%-16.0%) 19 008 739 259 2 359 307 1000 726
Provisions for loans and advances to customers (576) (4 821) (9014) (6 546)
Debt investment securities available for sale

(contractual interest rate: 30 June 2007: 14.0%; 31

December 2006: 14.0%) - 48 399 - 47 835
Equity investment securities available for sale - 26 215 - 24 476
Repurchase receivable - 490 165 : 178 135
Due to other banks

Correspondent accounts and overnight placements

of other banks (contractual interest rate: 30 June

2007: 0.1%; 31 December 2006: 0.0%-0.1%) - 94 503 - 4 045
Term placements of other banks (contractual

interest rate: 31 December 2006: 2.0%) - - - 40 004
Customer accounts

Current/settlement accounts (contractual interest

rate: 30 June 2007: 0.0%-0.1%; 31 December

2006: 0.0%-0.1%) 17 041 7 204 284 1122 921 4 405 825
Term deposits (contractual interest rate: 30 June

2007: 0.5% - 10.3%;

31 December 2006: 0.5% - 11.5%) 3023797 4 448 259 4 524 482 3727007
Debt securities in issue (contractual interest rate:

30 June 2007: 0.0%-11%:; 31 December 2006:

0.0%-11.0%) - 859 414 29019 607 451
Subordinated debt (contractual interest rate:

30 June 2007: 9.4%; 31 December 2006: 9.4%) - 3 962 565 - 4002 016
Guarantees issued by the Group 1290810 1582 076 285 1483 208
Guarantees received by the Group - 210113 67 321 129 500
Import letters of credit - 39 753 - 48 530
Letters of credit for settlements in the Russian

Federation - 21153 - 145 879
Assets in trust management 2281253 531 453 2 706 841 30 302
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33 Related Party Transactions (Continued)

The income and expense items with related parties for the six months ended 30 June 2007 and the six
months ended 30 June 2006 were as follows;

30 June 2007 {unaudited) 30 June 2006 {unaudited)

in thousands of Russian Roubles Shareholders Other Shareholders Other

interest income:
- Loans to customers 1462 9155 2494 22 471
- Debt investment securities available for sale - 1 551 - 1635

Interest expense:

- Due to other banks - (37} - (12)
- Customer accounts (162 551) (276 B04) (158 228) (210 581)
- Debt securities issued - (7 453) (123) (3 968)
(Losses net of gains)/gains less losses from trading

sacurities - {209 165) - 51268
Gains less losses from disposal of investment

securities available for sale - - - 2029
Gains less losses from trading in foreign currencies 855 9 850 988 94 048
Fee and commission income , - 129 322 2410 190 099
Fee and commission expense - (67) {9) (51

Aggregate amounts lent to and repaid by related parties during six months ended 30 June 2007 and six
moenths ended 30 June 2006 were:

30 June 2007 {unaudited) 30 June 2006 (unaudited)

in thousands of Russian Roubles Shareholders Other Shareholders Other
Amounts lent to related parties during the pericd 222738 2 986 949 2 570482 968 282
Amounts repaid by related parties during the period 2 563037 3236 321 2603823 929 380

The "Shareholders” column in the table mainly represents IFD Kapital Group and its ultimate beneficiaries
and companies which are controlled by IFD Kapita! Group and have direct ownership in the Bank. The
“Other” column in the table mainly represents companies that are not sharehaolders of the Bank, but are
controlled by Lukoil Group or [FD Kapital Group.

At 30 June 2007, inciuded in customer accounts are amounts of RR 928 331 thousand
(31 December 2006: RR 2 860 571 thousand) belonging to ultimate beneficiaries of IFD Kapital Group.
Interest expense on these customer accounts for the reporting period is RR 47 562 thousand (six-month
period ended 30 June 2006: RR 31 921 thousand).

In the six-month period ended 30 June 2007, the remuneration of the Management Board members
comprised salaries, discretionary bonuses and cther short-term benefits totalling RR 148 415 thousand
(six-month period ended 30 June 2006; RR 113 290 thousand).
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34  Principal Subsidiaries

Name Nature of Percentage of the Percentage of Country of

business Bank’s direct Group’s control registration

ownership

Komi Regicnal Bank “UKHTABANK” Banking 96.74 96.74 Russia
Petrocommerce-Ukraine Bank Banking 74.96 95.30 Ukraine
Stavropolpromstroybank Banking 7127 77.27 Russia
UNIBANK Banking 100.00 100.00 Moldova
Petrocommerce Invest S.A. Finance 100.00 100.00 Luxembourg

In addition to the above subsidiaries, the Group controls a number of special purpose entities. The
principal activity of these special purpose entities is operations with securities on the Russian market.

35 Subsequent Events

In September 2007, the Group sold 100% block of shares of Commercial Bank "UNIBANK" A.O.
(Moldova) to an Austrian investment fund VCP Capital Partners Unternehmensberatungs AG, an
unrelated party to the Group. The total amount of this transaction was 241.97 million Moldavian Leus or
equivalent of RR 522 669 thousand. The Austrian fund won the auction of 24 September 2007. The
settlements on this transaction were completed on 28 September 2007,
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