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Heport on the Consolidated Flnancial Staterments

We hive sudited the accompanying consolidated financial statements of National Bank. TRUST and. s
subsidiaries (the “Group”y, which comprise the consolidated balance shest as at 31 December 2006, the
conschidated income staternent and consolidated statermen of cash flows for the year then ended, and a smmary
of significant acceunting policies and other explanatory notes.

Management’s Responsibifity Jor the Financial Statements

Munagement is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintining internal control relevant to the preparation and fair presentation of financial

statements thal. are. free from material misstatements,  whether due- to- fraud -ov. errov sefecting - and- applving

appropriate sccounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors' Respansibility

Our responsibility is 10 express an opinion on these consoliduted fnancial statements based on our audit, We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with relevant ethical requirements and plan and perform the audif to obiain reasonable assarance whether
the financial statements are free of material misstatement.

An audit involves performing procedures 1o obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, inchuding the assessinent of the
risks of material misstatement of the financial statements, whether due to fraud or errer. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Opinion

In our opinion, the conselidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2006, and its conselidated financial performance and s
consolidated cash Hows for the year then ended in accordance with International Financial Reporting Standards.
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AAQ KPMG
17 April 2007
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Fotal assets 44 669 200 39 350 506
Liabiiities

- Fipaneiah Babibitres gt fair value dheough profit or loss. A CROREL BGT.....
Amounts due o oradit ingtitutions G 1125919 2875043
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{Thousands of Russian Rubles)

CONSOLIDATED INCOME STATEMENT

Interest income i4 4621 377

Inforest exponst 14 (VA7 039)

Met inferest income 3248438 1938453
Allewance for impairment 13 (664 918} (304 714
Net tnterest income after allowance fér impairment I 583 410 i 633 738
Fee and commission income i35 G924 TEY 876414
Fee ard commission expenise i3 {135 19%) (162 7103

Net fee and commistion income 765 596 713 304
Net deafing gain G IRES CUEUEES T
Net foreign exchange gain 214 512 1 907
Net transiation (loss¥gain (89 212) 0301
Other income 78 684 246 204
Other non-interest income 270 127 962 977
Operating income 3619337 3310020
Salaries and employment benefits 16 €1 B53422) {1317 302}
Administralive expenses 16 {1 148 483) {814 939
Depreciation and amortisation 8 {164 833) {152 644}
Other expenses (147 97%) (178 337}
Cperating expenses (3316 717) {2 403 442)
Income before tax 302 620 846 578
Income tax cxpense {7 {110 879) (358 134)
Net income 191 741 288 444
The accompanying Netes are an integral part of these consolidated fingncial statements. 3



capial __capital Burildings _ deficits Bruily
Balance as 21 31 December 2004 1 896 441 TH6 013 - {87 423y 3545631
Mt invomg - - - 288 444 28K 444
Revaluation of buildings, net of deforred
tax of RR 113 491 thousand - - 359 387 - 355387
Balance as at 31 December 2003 7 BY6 441 6 413 339 387 Z31 421 4 192 862
Met income - - - 191 741 191 741
Revaluation buildings, net of deferred tax
of KR 27 €39 thousand - - 88 137 - 88 157
Depreciation of revaluation reserve, nel
of deferred tax of RR 2 377 thousand - - (8% 162 § 162 -
Dividends paid - - - {135 488 {135 488)
Talance as at 31 December 2006 2896 441 706 013 439 382 295436 43Iy

National Bank TRUST

Consolidated Financial Statements for the year ended 31 December 2006

(Thousands of Russian Rubles)

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS® EQUITY

U Additisnal

‘Révaliuation

Retained

" eatiinigsl

R T T A

The aoeompanying Notes are an integral part of these consolidated financial statements.
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{Thousands of Russian Rubles)

CONSOLIDATED STATEMENT OF CASH FLOWS

Ngtes 2006 2005
E;s@mq mé ke% aﬂé comimiscons m;zué ................................................................. Ty %64% ...................
- Tederest aiid fems andd commissions psa;szi """ L 334 ﬁ:i-%%w : 'zi Gt 253;
Net denling gain 116 816 534 938
Met foreign exchinge gain A 3%”*’“ 14 654
Othef indome 107 362 454
Salaries and aﬁpimmem benelits {1917 EEB} {1 208 2843
Adiminisirative and other expenses (12753829 {944 758y
Cash flows. provided from operating activities hefore shaag g in 1 1% 308 FIET RIS
operating asseis and Habilities _ T
Net (incredse) decredse in operating assets!
Obligatory reserves with the CBR 136317 (A7 6723
Financial assets at fair value through profit or loss 1 109 289 (2459 1123
Amounts due from credit institutions - 94 612
L.oans to customers {8 D00 329 (7 398 618}
Held-to-maturity securities 8934 -
Other assets {37 650 (139 276}
Net increase/ {decrease) i opevating Habilities:

C Amounts due o oreditinstitutions AL TR 1629539 .
Asmounts due 1o customers 435373171 8174776
Other Habilities {69 967) {19 998)
%‘%et cash flows (used in)/ provided from operating activities before (4 058 232) 916 089
income taxes
Income taxes paid {187 090) (695 346)
Net cash flows {(used in)/ provided from operating activities (4 2458 322) 230343
Cash Hows used in investing activities
Purchase of tangible fixed assets 8 (694 114 (147 820y
Proceeds from sale of tangible fixed assets 19 169 51979
Purchase of intangible assets 8 (141 555) (34 337}
Net cash flows used in investing activities (816 300} (136 248)
Cash flows from financing activities
Debt securities sued/{redeemed) 27158374 (1 038 547
Pividends paid 12 {135 4883 -
Net cash flows provided from/ {used in) financing activities 2 279 886 (1 638 347}
Effect of change in exchange rates on cash and cash equivalents {477 612) 114 460
Net change in cash and cash eguivalents {2 959 548) (854 152}
Cash and cash eguivalents as at the beginning of the year 13331 208 14 185 353
Cash and cash egunivalents as at the end of the year 3 10 371 653 13 331 203
The accompanying Noies are an integral part of these consalidated financial statements. 3



National Bank TRUST
Notes to Consolidated Financial Statements for the vear ended 31 December 2006
(Thousands of Russian Rubles)

1. Principal Aetivities

These consolidated financial statements include the financial statements of National Bank TRUST and its subsidiaries,
The Bank sad its subsidiaries together are referred to as the “Group™.

" National Bank TRUST (“the Bank”} is the leading company in the Group. It was formed on 27 November 1993554

O LR Drecembier 2000 the Bank was resorganized into an open jolnt stock company, {n Merch 2003 the Bank was e

named to National Bank TRUST. The Bank operates under general banking licence No 3279 from the Central Bank of
the Russizn Federation {the “CBR™), issued on 26 May 2003, and = licence for operations with precious metals from
the CBR, issued on 18 Decomber 2000, The Bank also possesses a leence for operations with securities from the
Federal Stock Market Commission (the “FSMC™Y, granted on 27 November 2000, and a lcence for cusfody servicss
from the FSMC, granted on 7 December 2000, The Bank was accepred into the state deposit inswance scheme in

- December 2004, The Bank accepts deposits Bom the public and makes loans, transfers payments in Russiz and abread,

exchanges currencies and provides other banking services fo iz corporate aad retail customers.

The Bank has 35 branches in 50 regions of Russia. The Bank’s registered legal address is: Ulansky Lane, 24/1,
Moscow, Russia, 107043,

The Bank is ultmately controiled by TiB Holding Limited (the “ultimate parent company”}, which in its turn is
controlled by four individuals who have the power te direct the transactions of the Bank at their own discretion and for
their own benefit. These individuals are Hyva 8 Yurov, Sergev L. Belyaev, Artashes A. Terzyan and Nikolay V.
Fetisov,

2. Operating Environment

The Russian Federation has been experiencing political and economic change which has affected, and may continue fo
affect, the activities of enterprises operating in this environment. Consequently, operations in the Russian Federation
involve risks, which do not typically exist in other markets. These consolidated financial statements reflect
management’s assessmient of the impact of the Russian business environment on the operations and the financial
position of the Group. The future business environment may differ from management’s assessment.

3. Basis of Preparation

General
‘These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs™) issued by the International Accounting Standards Board ("JASB”),

Basis of measurement
These consolidated financial statements are prepared on the historical cost basis except that financial instruments at
fair value through profit or loss are stated at fair value, and buildings are revalued periodically.

Functional and presentafion currency

The national currency of the Russian Federation is the Russian Ruble (“RR”). Management has determined the
Group’s functional currency to be the RR as it reflects the economic substance of the underlying events and
circumstances of the Group. The RR is also the Group’s presentation currency for the purposes of these conselidated
financial statements. These consolidated financial statements are presenied in thousands of Russian Rubles, except per
share amounts and unless otherwise indicated.

Use of estimates and judginents

The preparation of these consolidated financial statements requires the use of estimates and assumptions that affect the
reported amounts. Although these estimates are based on management’s best knowledge of current events and actions,
actual results ultimately may differ from these estimates. In particular, information about sigpificant areas of
estirnation uncertainty and critical judgmenis in applyving accounting policies are described in the following Notes:

- Loan impairment estimates - refer to Note 7;

- Building revaluation estimates - refer to Note §;

- Taxation — vefer to Mote 17,




National Bank TRUST
Notes to Consolidated Financial Statements for the year ended 31 December 2006
(Thousands of Russian Rubles)

4. Summary of Accounting Policies

The following significant accounting policies have been applied in the preparation of these financial statements. The
accounting policies have been consistently applied. Changes in accounting policies as a result of revised accounting

o f

Subsidiaries are those enterprises controlled by the Group. Control exists when the Group has the power, directly or
indirectly, to govern the financial and operating policies of an enterprise so as o obtain benefits from iy activities. The
fnancial statements of subsidiaries are incladed in the consolidated financia! statements from the date that conrel
effectively commences until the date that control effectively ceases.

Tramsactions elimingted on consolidation

Intra-group balances and transactions, and any unrealised gains arising from intra-group transagtions, are eliminated m
preparing the consolidated finaneial statements. Unrealised losses are eliminated in the same way as unrealised gains
except that they are only eliminated to the extent that there is no evidence of impairment.

Foreign currency transactions

Transactions it foreign curtencies are transhated to the appropriate functional currency at the foreign exchange rate
ruling at the date of the transaction, Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are transhated fo the functional currency at the foreign exchange rate ruting at that date. Non-monetary assets
and Habilities denominated in foreign currencies, which are stated at historical cost, are wanstated to the functional
stated at fair value and whose appraised value is denominated in foreign currencies are translated to the functional
currency at the foreign exchange rate ruling at the dates the fair values were determined. Foreign exchange differences
arising on translation are recognised In the conselidated incorme statement .

The official CRR exchange rates as at 31 December 2006 and 31 December 2003, were 26.3311 Russian Rubles and
28.7825 Russian Rubles to 1 US Dellar respectively,

Inflation accounting

The Russian Federation ceased to be hyperinflationary with effect frem 1 January 2003 and accordingly no
adjustments for hyperinflation have beer made for periods subsequent to this date. The hyperinflation-adjusted
carrying amounts of the Group's assets, labilities and equity items as at 21 December 2002 became their carrying
amounts as at 1 January 2003 for the purpose of subsequent accounting,.

Cash and cash equivalents

The Group considers cash on hand, nostre accounts with the UBR, current accounts with other credit institutions and
short-term deposits with other credit institutions with an original maturity of less then 90 days to be cash and cash
equivalents. The obligatory reserves with the CBR are not considered to be a cash equivalent due to restrictions on
their withdrawability.

Financial instrumenis

Clussification

Financial instruments at fair value through profit or loss are financial assets or Habilities that are:

- acquired or incurred principaily for the purpese of seiling or repurchasing in the near term;

- part of a portfolio of identified financial instruments that are managed together and for which there is
evidence of a recent actual pattern of short-term profil-taking;

- a derivative (except for a derivative that is a designated and elfective hedging instrument); or,

- upon initial recognition, designated by the entity as at fair value through profit or Joss.

The Bank designates financial assets and labilities at fair vatue through profit or loss upon initial recognition where

either:

- the assets or labilities are managed and evaluated on a fair value basts,

- the designation eliminates or significantly reduces an accounting mismaich which would otherwise arise; or

- the asset or liability contains an embedded derivative that significantly modifies the cash flows that would
otherwise be required under the contract.



National Bank TRUST
Notes to Consolidated Financial Statements for the vear ended 31 December 20066
{(Thousands of Russian Rubles)

Financial assets and Habilities at fair value through profit or loss are not reclassified subsequent to initial recognition.

Al trading derivatives in a net receivable position {positive fair value), as well as options purchased, are reported as an
asset. Alltrading derivatives inn a nef pavable position (negative fair value}, as well as options written, are reporied as a

,,,,,,,,,,,,,,,,,,,,, #, P T L

VVVVVVVVVVVVVVVVV Lirgiizg évd e ivabley ave non-derivalive TRancial Basets with fined o detbrminable pavments that dre nol gisted
_aractive warket, oiher than those that: | TR s
the Group intends 1o sell immediately or in the near term;
- the Group upon initial recognition designates as at fair value through profit or losg;
- the Group upon initial recognition designates as available-for-sale; or
“ the Group may not recover substantially all of is inftial investment, other than because of credit deterioration.

“Held-to-martadity investmedits aieé non-dertvative financial assety with fixed o determinable pavinsits and fived
maturity that the Group has the poesitive intention and ability to hold to maturity, other than those that

- the Group upon initial recognition designates as at fair value through profit or loss;

- the Group designates as available-for-sale; or

- meet the definition of loans and receivables.

Available-for-sale assets are those financial assets that are designated as available-for-sale or are not classified as
toans and recetvabies, held-to-maturity investments or financial instruments at fair value through profit or loss.

Recognition

settiement date,

Meuasurement

A financial asset or liability is initially measured at its fair value plus, in the case of a financial asset or Hability not at
fair value through profif or loss, transaction cosis that are directly attributable to the acquisition or issue of the
financial asset or Hability.

Subsequent {o initial recognition, financial assets, including derivatives that are assets, are measured at their fair

vafues, without any deduction of transaction costs that may be incurred on sale or other disposal, except for:

- loans and receivables which are measured at amortised cost using the effective interest method;

- held-to-maturity investments which are measured at amortised cost using the effective interest method; and

- investments in equity instruments that do not have a quoted market price in an active market and whose fair
value can not be reliably measured which are measured at cost,

Al financial liabilities, other than those designated at fair value through profit or loss and financial liabilities that arise
when a transfer of a financial asset carried at fair value does not qualify for derecognition, are measured at amortised
cost. Amortised cost & caloulated using the effective interest method. Premiums and discounts, including initial
transaction costs, are included in the carrying amount of the related instrument and amortised based on the effective
interest rate of the instrument.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market prices at the balance sheet dafe without any
deduction of transaction costs. If a quoted market price is not available, the fair value of the instrument is estimated
using pricing models or discounted cash flow techniques.

Where discounted cash flow fechniques are used, estimated futwre cash flows are based on management's best
estimates and the discount rate is a market related rate at the balance sheet date for an instruraent with similar terens
and conditions. Where pricing models are used, inputs are based on market related measures at the balance sheet date.

The fair value of derivatives that are not exchange-traded is estimated at the amount that the Group would receive or
pay (o terminate the condract at the balance sheet date taking info account current market conditions and the current
creditworthiness of the counterparties.



Natisnal Bank TRUST
Notes to Consolidated Financial Statements for the year ended 31 December 2006
(Thousands of Russian Rubles)

Gains and losses on subsequent medsurement

A gain or loss arfsing from a change in the fair value of & financial asset or lHability is recognized as follows:

- a gain or loss on a financial instrument classified as at fair value through profit or loss 15 recognized i the
comsolidated income statement;

asset is recognized directly in equity through the consolidated

»»»»»»»»» B T e T e e e e e e e e e e

financial asset is recognized as carned W the consolidated mcome gtafement cakoulated using the effective
inferest method.

For financial assets and Habilties carried at amortised cost, a gain or loss is recopnized in the consolidated income
statement when the fnancial asset or Hability is derecognized or impaired, and through the smortisation process.

Drerecognition

A financial asset is derecognised when the contractual rights to the cash flows from the financial asset expire or when
the Group transfers substantially all of the risks and rewards of ownership of the financial asset. Any rights or
obligations created or refained in the transfer are recognized separately as assets or ligbilities. A financial lability is
derecognised when it is extinguished.

Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase “repo” agreements are accounted for as secured financing fransactions, with
the securities retained in the consolidated balance sheet and the counterparty liability included in amounts due to credit
recognized in the consolidated income statement over the term of the repo agreement using the effective interest rate
method.

Securities purchased under agreements o resell “reverse repo” are recorded as amounts due from credit institutions or
toans to custorners. The differences between the purchase and resale prices are treated as inferest income and accrued
over the term of the reverse repo agreement using the effective interest method.

Offsetting

Financial assets and Habilities are offset and the net amount reported in the consolidated balance sheet when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or realize
the asset and settle the liability simulianeoushy.

Financial guarantees
Financial guaraniees are contracts that require the Bank to make specified payments 1o reimburse the holder for a loss
it incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument,

A financial guarantee liability is recognised initially at fair value net of associated transaction costs, and is measured
subsequently at the higher of the amount initially recognised less cumiulative amortization or the amount of provision
for losses under the guarantee. Provisions for losses under financial guarantees are recognised when losses are
considered probable and can be measured reliably.

Financial guarantee liabilities are included within other liabiiities.

Property and equipment

Cwned assets
ltems of property and equipment are stated at cost less accumulated depreciation and impairment losses, except for
buildings which are stated at revalued amounts as described below,

Where an itern of property and equipment comprises major components having different useful lives, they are
accounted for as separate items of property and equipment.

ept for mpairmrent losses and Toreigh exchunge afd
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{Thousands of Russian Rubles)

fosses,

Leased asseis

Leases under which the Group assumes substantially all the risks and rewards of ownership are classified as finance
leases, Equipment scquived by way of finance lease is stated at an amount equal to the lower of its falr velue and the
present value of the minhpum lease pavments at Inception of the lease, less accummulated depreciation and Impairment

movements in the fair values of the buildings being revalued. A revaluation inerease on an item of building is
recognised directly in equily except to the extent that it roverses » previous revaluation decrease recognised in the
consolidated incore stateément, in which case it 18 recdgnised in the consolidated income statement. A revalistion
decrease on an fem of buildings is recognised in the conselidated income statemant except {o the extent that it reverses
& previous revaluation increase recognised directly in equity, In which case it is recognised directly in equily.

Depreciation

[¥epreciation is charged to the consolidated income staterment on a siraight-line basts over the estimated usefu! lives of
the individaal assets. Depreciation commences on the date of acquisition or, in respect of imternally constructed assets,
from the time an asset is completed and ready for use. Land is not depreciated. The estimated useful lives are as
follows:

Years
Buildings and other premises 50
Fixtures and equipment 5-7

Jrmtangible assets ... PSR

Intangible assets, which are acquired by the Group, are stated at cost less accumulated amortisation and impairment
fosses. Amortisation is charged to the consolidated income statement on a straight-line basis over the estimated useful
lives of intangible assets, but not exceeding a period of 10 vears.

Intangible assets under development are not amortised. Amortisation of these assets will begin when the related assets
are placed in service.

Impairment

Financial assets carried af amortised cost

Financial assets carried at amortised cost consist principally of loans, other receivables and unguoted available-for-sale
debt securities (“Joans and receivables™), The Group reviews its loans and receivables, to assess impairment on a
regniar basis. A loan or receivable is impaired and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that cccurred after the indtial recognition of the loan or
receivable and that event {or events) has had an impact on the estimated futare cash flows of the loan that can be
reliably estimated.

The Group first assesses whether objective evidence of impairment exists individually for loans and receivables that
are individuatly significant, and individually or collectively for loans and receivables that are not individuaily
significant. If the Group determines thal no objective evidence of impairment exists for an individually assessed loan
or receivable, whether significant or not, it includes the loan in a group of leans and receivables with similar credit risk
characteristics and collectively assesses them for impairment. These losses have been estimated based upon historical
patterns of losses in each component, the credit rating assigned to the borrowers, and reflect the current economic
environment in which the borrowers operate. Loans and receivables that are individually assessed for impairment and
for which an impairment loss Is or continues to be recognised are not included i a collective assessment of
impairment.

If there is objective evidence that an impairment loss on a loan or receivable has been incurred, the amount of the loss
is measured as the difference between the carrving amount of the loan or receivable and the present value of estimated
future cash flows including amounts recoverable from guarantees and collateral discounted at the loan or receivable's
original effective interest rate. Contractual cash flows and historical loss experience adjusted on the basis of relevant
observable data that reflect current economic conditions provide the basis for estimating expected cash flows,

16



Al tmpairment losses in respect of loans and receivables are recognized Tn the consolidated mcome stalement and

National Bank TRUST
Notes to Consalidated Financial Statements for the vear eaded 31 December 2606
{Thousands of Russian Rubles)

In some cases the observable data required to estimate the amount of an impairment loss on a loan or receivable may
be limited or no longer fully relevant to current circumstances, This may be the case when a borrower is in financial
difficulties and there is liftle availablo historical data reiating to similar borrowers. In such cases, the Group uses its
experience and judgment to estimate the amount of any impairment loss.

Fingmcial assets carvied at cost

Financial assets carried at cost include unqueted equity instruments included in other assets that are not carried at faiy
vahie because thelr falr valae can not be reliably measured. If there is objective evidence that such invesiments arg
impaired, the impairment loss is caleulated as the difference between the carrying amount of the investment and the

‘present value of the estiomaied futiwe cash flows discounted at the cuyrent markest rate of return for & simitar financiat

asset,

All impairment losses in respect of these investments are recognized in the consclidated income statement and can not
be reversed.

Non fingneial assets

Other non financial assets, other than deferred taxes, are assessed at each reporting date for any indications of
impairment. The recoverable amount of non financial agsets is the greater of their fair value less costs to seil and value
it use. In assessing vahse in use, the estimated future cash flows are discounted to their present value using a pre-tax

an asset that does not generate cash inflows largely independent of those from other assets, the recoverable amount is
determined for the cash-generating unit to which the asset belengs. An impairment loss is tecognised when the
carrytng amount of an asset or its cash-generating unit exceeds its recoverable amount.

All impairment losses in respect of non financial assets are recognized in the consolidated income statement and
reversed only if there has been a change in the estimates used to determine the recoverable amount. Any impairment
loss reversed is only reversed to the extent that the asset's carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no inipairment loss had been recognised.

Provisions

A provision is recognised in the consolidated balance sheet when the Group has a legal or constructive obligation as a
result of a past event, and it is probabie that an outflow of economic benefits will be required 1o settle the obligation. If
the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current markes assessments of the time value of money and, where appropriate, the risks specific to the
lability.

Dividends

The ability of the Group to declare and pay dividends is subject 1o the rules and regulations of the Russian legislation.
Dividends in refation to ordinary shares are reflected as an appropriation of retained earnings in the period when they
are declared.

Taxation
income tax comprises current and deferred tax. Income tax is recognised in the consolidated income statement except
to the extent that it relates to ifems recognised directly in equity, in which case it is recognised in equity.

Current tax expense is the expected tax payable on the faxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous periods,

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the
carrying amounts of assets and Habilities for finanicial reporting purposes and the amounts used for taxation purposes,

The following temporary differences are not provided for: goodwill not deductible for tax purposes, the imitial
recognition of assets or liabilities that affect neither accounting nor taxable profit and temporary differences related to
investments in subsidiaries, branches and associates where the parent is able to control the timing of the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future. The
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amount of deferred tax provided is based on the expected masner of realisation or settlement of the carrying amount of
assats and labilities, using fax rates enacted or substantially enacted at the balance sheet date,

A deferred tax asset is recoguised only to the extent that it is probable that future taxable profits will be available
@oamat which the ?emperm d;?ferem:es am}sed tax E{;gs% and areé}zs; can %3; u{; ssed ﬁezemd tax assets are reduzaé

Wi%‘,h the sxcepﬁ@n o%‘ ﬁﬁaﬁciai assets at fa:r vaiue throuﬁh pmélt or loss :mere,st income and expemes are recegmf‘,d
in the consolidated income statement as they accrue, taking into account zine effective interest rate of the asset/lability
or an applicable floating vate. Terest income on fnancial gssets af iy value through profit or loss comprises coupon
miterest only, lnterest income and éxpenses on the fnancial instnanents other than financial assets ot fair value through
profit or foss and available-for-sale fi naneiat assets include the amortisation of any discount or premium or other
differences between-the initinl carrving amountof an interest bearing instrument and s amount at matarity caloulated
on an effective interest rate basis,

Loans are placed on “non-performing” (non-accrual} status if the loan has been in default as to payment of principal or
interest for more then 90 days and the loan is neither well secured nor in the process of collection. When a loan is
placed on non-performing status, the recognition of interest income is suspended.

Loan origination fees, loan servicing fees and other fees that are considered fo be integral 10 the overall profitability of
a loan, together with the related direct costs, are deferred and amortised to the inferest income over the estimated life
of the financial instrement using the effective interest rate method.

Cthier foeand commission incorte I8 recognlsed when the corresponding service is provided. 0 e

Dividend income
Dividend income from investments in companies where the Group does not have control or significant influence is
recognised in the consolidated income statement on the date that the dividend is declared.

Changes in accounting policies
During the current year the Group changed a number of its accounting poticies as a result of new or revised Standards
as discussed in the following paragraphs.

Fair value option

During the current period the Group adopted amendments to 1AS 39 “Financial Instruments: Recognition and
Measurement” in respect of the application of the fair value option for its financial instruments. The amendment
restricts the designation of financial instruments as “at fair value through profit or loss”.

Finuncial guarantees

During the current period the Group adopted amendments to TAS 39 “Financial Instruments: Recognition and
Measurement” and 1FRS 4 “Inswrance Comtracts ~ Financial Guarantee Contracts”. The amendment requires
guaraniees that are not insurance contracts to be measured at fair value upon initial recognition.

These changes had no impact on the Group’s financial position or results of operations, nor resulted in changes in
classification and presentation of numbers in these consolidated financial statements.

Segment reperting
The Group has elected to eatly adopt definitions and requirements included in IFRS 8 “Operating Segments”.

An operating segment is a component of a Group:

. that engages in business activities from which it may earn revenues and incur expenses (including revenues
and expenses relating to transactions with other components of the same Group),

- whose operating results are regularly reviewed by the Group's chief operating decision maker to make
decisions about rescurces to be allocated 1o the segment and assess its performance, and

- for which discrete financial information is available.

An operating segment may engage in business activities for which it has yet to earn revenues, for example, start-up

operations may be operating segments before earning reventes,
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Rased on the analysis of the requirements Hsted above the Management of the Group came to a conclusion that it
operates in one operating segment.

Comparative information

derfvative financial nstruments were presented within other assets. In 2006, ail such iftems were presented in the
caption “Financial assets at fair value through profit or loss”.

The effect of the application of the new accounting policy on the consolidated balance sheet as of 31 December 2003
is as follows:

Od classification  Revised classification

_RR’ 060 B RR” 004

Trading securitics 7360052 -
Cither assels, including 428 360 426 640
- Derivative financial instruments ! 7E -
Financial assets at fair value through profit or loss _ - 7301772

New standards and terpretations not yet adopted

31 December 2006, and have not been applied in preparing these consolidated financial statements. Of these
pronouncements, potentially the following will have an impact on the Group's operations. The Group plans to adopt
these proncuncements when they become effective. The Group has not yet analysed the likely impact of these new
standards on its financial statements.

IFRS 7 “Financial Instrumenis: Disclpsures”, which is effective for annual periods beginning on or after 1 January
2007, provides disclosure requirements regarding the significance of financial instruments to the Group's financial
position and performance, and qualitative and quantitative information about the nature and extent of risks arising
from financial instruments, The Standard supersedes (45 30 “Disclosures in the Financial Statemenis of Bawks and
Similar Financial Institutions” and the disclosure requirements in [AS 32 “Financial Instruments: Presentation and
Disclosure . A large portion of existing disclosure requirements in International Financial Reporting Standard /4S5 32
“Financial Instrumenis: Presentation and Pisclosure” is transferred te the pew Standard. The title of International
Financial Reporting Standard TAS 32 is amended to /48 32 "Financial Instruments: Presentation”.

JFRIC 10 “Interim Financial Reporting and Impairment”, which is effective for annual periods beginning on or after
1 November 2006, clarifies that impairment loss recognised in a previous interim period in respect of goodwill, an
investment in an equity instrumnent or a financial asset carried at cost should not be reversed.

JFRIC 9 “Reassessment of embedded derivatives”, which is effective for annual periods beginning on or after |
November 2006, clarifies that an embedded derivative shall be assessed for separation from the host contract and
accounted for as a derivative when the Group first becomes a party to the contract. Subsequent reassessment is
prohibited unless there is 2 significant change in the terms of the contract, i.e. in the terms of either the host contract or
the embedded derivative or both.

Amendment 1o 145 I “Presentation of Financial Siatements - Capital Disclosures”, which is effective for annual
periods beginning on or afier i January 2007, The Standard will require increased disclosure in respect of the Group's

capital.

fIntentionally blank)




National Bank TRUST
MNotes to Consolidated Financial Statements for the vear ended 31 December 2806
{Thousands of Russtan Rubles)

%, {ash and Cash Equivalents

Cash and cash equivalents comprise:

‘ 31 Becember 2006 31 December 2005

voo.{mﬁgﬁ»{f&v?}ligﬁ» BT D R T S P P PR Shre e N T BTN bbb b ; ;i}i{);ﬁ&g% »»»»»»»»»»»» RN
Corentaccoums withthe CBR 3 379753
Carrent accounts with other eradit institulions D 624 864
Short-term deposits with other credit institions 4 847 448 7 153 333
Cash and cash eguivalents 10 371 653 13 331264

As at 31 December 2006 the Group had two borrowers (31 December 2003: three borrowers) with aggregated short-
term deposit amounts above 10% of sharcholders™ equity, The aggregate amount of these short-term deposits was
RR 4 847 448 thousand (31 December 2005, RR 3 923 153 thousand).

Geographical, currency, maturity and interest raie analyses of cash and cash equivalents are disclosed in Note 18. The
estimated fair value of cash and cash equivalents is disclosed in Note 20. Information on refated party balances is
disclosed in Note 21.

6.  Financial Instruments at Fair Value through Profit or Loss

31 December 2006 31 December 2005

Unpledged — trading portiolio
Debt and other fixed-income instruments

Federal loan bonds (OFZ) 4633915 4 443 656
Corporate debt securities 843 573 1254 736
Municipal government bonds 666 953 1231 344
Ministey of Finance of the Russian Foderation bonds 490 1060
Corporate curobonds - 63 696
Promissory notes - 52 574G

Equity investments

Corporate shares 2616 252 886
Derivative financial instruments

Foreign exchange contracts 25 "
Securilies contracts - 1720
Total unpledged financial assets at fair value through profit or loss & 149 572 7 381 662

Pledged under sale and repurchase agreements ~ trading pertfelio
Bebt and other fixed-income instruments

Federal loan bonds (OFZ) 112 -
Ministry of Finance of the Russian Federation bonds o - (L
Total pledged financial assets at fair value through profit or oss 112 110
Financial assets at fair value throagh profit or loss G 149 684 7301 772
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Federal loan bonds {OFZ) are Ruble denominated governmuntl securities tssued and guarantesd by the Minstry of
Finance of the Russign Federation, with maturities between 2007 and 2036 (2005: between 2007 and 20211 The annual
coupon rates on these bonds range from 6% to 10% (20035: 6% 1w 10%),

Corporate debt securities represent corporate bonds of large Russian companies, with maturities berween 2008 and

Joig (2005 between 2006 and 1612} The annual coupon rates on these bonds range from 7.3% 0 1O % 2005 w7

YaRgy o SO RSP P PP .

Municipal government bomds comprise registered government bonds of the city of 5t. Petersburg, the regions of Yamalo-
Nenetsk and Sakha-Yakutiva, with maturities between 2007 and 2014 (2005; berween 2006 and 20143, The annual coupon
rates rangs from 9% to 13% (2003: 8% to 14%].

Minisiry of Finance of the Rissian Federarion bopds are US Dollar denominated bearer securiiies, which carry the
guarantee of the Ministry of Finance of the Russian Federation, with maturity in 2007 (2665 2007), The annual
coupon rate on these bonds is 3%.

Corporate shares ave mainly represented by non-marketable shares of a foreign company and marketable shares of
Russian companies.

Geographical, currency, maturity and inferest rate analyses of financial instruments at fair value through profit or foss are
disclosed in Note 18, The estimated fair valoe of financial instraments at fair value through profit or loss is disclosed in
Note 20, Information on related party balances is disclosed in Note 21,

Foreign exchange derivative financial instruments are generally traded in an over-the-counter market with professional
market counterparties on standardised contractual ferms and conditions.

The principal amounts of ceriain types of financial instruments provide a basis for comparison with instruments
recorded on the conselidated balance sheet but do not necessarily indicate the amounts of future cash flows invelved
or the current fair value of the instruments and, therefore, do not indicate the Group’s exposure to credit or price risks.
The derivative instruments have potentially favorable (assets} or unfavorable (liabilities) conditions as a result of
fluciuations in market interest rates or foreign exchange rates relative to their terms. The aggregate contractual or
principal amount of derivative financial instruments on hand, the extent to which instruments have favorable or
unfavorable conditions and, thus 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 held are set out in the following

table, This table refiects the gross position hefore the netting of any counterparty position by type of instrument and
covers contracts with a maturity date subsequent to 31 December 2006.

(Tntentionally blank)

LA




e e e s e ] B, By 553‘5 vvvvvvvvvvvvvvv %Vagag@r@teglﬁgy’eg VVVVVVVVVVVVVV L;giﬁ}ﬁy,w
Forsign exchangs
R O OO SR PSSRSO
Forwards - foreign 4 625 thousand
conterparties 121 806 thousand RE US Dolbars 2634 - 97
Spot deals - domestic 66 120 thousand [ 743 003 thousand 0.04 - {1998
semerparties LIS Dellars - L
27 080 thousand BEUR 33 577 thousand 0.76 25 -
US Daliars
Spot deals - foreign 46 600 thousand P21 231 thousand
_conterparties US Dollars 0,04 - -
Perivative financial
instruments 28 {1087
31 December 20038
Notiowal principal Average Fair valaes
Buy Sell rate Asset Liabiity
Foreign exchange contracts
Forwards - domestic 718 663 thousand 23 000 thousand
conterparties R LIS Dotlars 2873 . (8973
- (897)
Securities contracts
Forwards ~ domestic 5 637 thousand US 5000 Government
conterparties Doliars eyrobonds 1.13 1720 -
i 720 -
Derivative financial
instruments i720 {897
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The outstanding deals with derivative financial instruments are as follows:

31 Becember 2006

Wotional peineipal

Fait valies

All the above contracts mature within § month (2005 — 1 month) from the balance sheet date.

The fair value the Group’s position on derivatives was calculated as follows:

® Forward foreign exchange contracts — based on the estimated RR/USID forward rates.
® Spot foreign exchange contracts — based on the estimated RR/USD and EUR/USD spot rates effective as of
31 December 2006 and 31 December 2005,

© Forward securities confracts — based on the estimated forward rates for securities.
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7. Loans fo Customers

L.oans 1o customers are made principally within the Russian Federation in the following industry sectors:

oooooooooooooooooooooo ?ﬁﬁé\gﬁ—dﬁa?‘iow»»»v....—»'»»»»»»»»»»»»»»»»»»‘»w-,w»»»»»»»:H.HH»»»»v\»»v,»”»,»»»»»»»»»»»»»»».H»Mw“»‘f,v»»Mi‘g‘%?}’i}'w%ﬁg%w,,M,»»»»»»»»:::%.{5@2;&"{2..“””»,,
Frading entorprises 3232708 :

"""""" Financial inlermediaries T o o T RS E36 93
Engineering and mesal processing i 543 987 P 692 029
Manufacturing 1319246 V1346083
Construetion 721516 . 866 107
{4il and gas 497 286 $06 995
Energy 481 063 595 352

- Chemsicat and petrochemical : 415 74F 945377
Agencies of state adminisirations 160 549 622324
Transport 98 TG 189 061
Pharmaceuticals 37174 37 140
Other 415220 967 027
Loans to customers 25934 176 17 261 941
Less — Allowance for impalrment {1087 0243 (883 1793
Loans to customers (net of allowance for impairment}. 5 e L 24847152 Lo ledisTer

As at 31 December 2006 the Group had five borrowers with aggregated loan amounts above 1004 of shareholders’
equity each. The aggregate amount of these loans was RR 2 978 787 thousand or 11% of the gross loan portfolio.

As at 31 December 2005 the Group had five borrowers with aggregated loan amounts above 10% of shareholders’
equity each, The aggregate amount of these loans was RR 2 867 033 thousand or 17% of the gross loan portfolio.

The Group’s loan portfolio has been extended to the following types of customers;

31 December 2006 31 December 2005

Individuals 15197 143 4962612
Private companics 10378 086 11729 444
Regional state enterprises and local autherities 160442 120 529
Private éntreprencurs 139335 239 587
Federal state enterprises and federal authorities 39170 190 369
Loans te customers 15934 176 17261 941

Loans to customers include promissory notes issued by third parties of RR 3 917 thousand as at 31 December 20006
{31 December 2005: RR 264 418 thousand}.

Loans to individuals include toans treated as retail Joans of RR 12 967 608 thousard (2005: RR 4 217 899 thousand),
“micro’’ loans of RR 1 719 427 thousand (2003 none) and other loans to individuals granted before the launch of retail
programme of RUR 310 108 thousand (2005: RR 744 113 thousard). “Micre™ and “other” loans are included in the
categary of corporate and SME loans for the purposes of the analysis detafled below,

As at 31 December 2006 the aggregate amount of corporate and SME loans with contractually overdue principal or
inferest was KR 328 714 thousand, and the allowance for impalrment created against such loans was RR 231 304
thousand (31 December 2005: RR 769 091 thousand and RR 570 856 thousand respectively). Included in this figure
are past due but not impaired loans - loans where contraciual interest or principal payments are past due but the Group
believes that impairment is not appropriate on the basis of the level of security/collateral available and/or the stage of
collection of amounts owed o the Group.



National Bank TRUST
Notes to Consolidated Financial Statements for the year-ended 31 December 2006
{Thousands of Russian Rubles)

The Group reviewed its corporate and SME loan portfolic and identified loans which displaved indicators of
impairment of RR 361 251 thousand (31 December 2005 RR 838 077 thousand). The Group created an allowance [or
impairment on these loans of RR 236 642 thousand {31 December 2005: RR 673 230 thousand). The amount of
intersst acorued on impaired loans was RR 89 thousand (31 December 2005 no interest accrued),

Cwas BRI SR7 thousamd (31 Dreceiber 2005 RR 636 936 thousand and RR 520 194 trousard respctivelyy. 00

"

The Group created a collective allowance for impairment as at 31 December 2006 in amount of RR 75 383 thousand
in respeet of corpotate and SME loans with no specific indicators of impaitment of RR {2 605 317 thousand (31
Precember 2005: RR 79 403 thousand and RE 12 185 965 thousand regpectively),

Asat 31 Brecember- 2006 the aggregate amount of retail loans with contractually overdue principal o inferest-was
RR 2 157 182 thousand, and the allowance for impairment created agafnst such loans was RR 639 421 thousand (31
December 2005; RR 207 298 thousand and RR 122 147 thousand respectively). Included in this figure are past due
but not impaired loans - loans where contractual interest or principal payments are past due but the Group believes
that impairment is not appropriate on the basis of the level of security/collateral available and/or the stage of
collection of amounts owed to the Group.

The Group reviewed its refail loan portfolio and identified loans which displayed iadicators of impairment of RR
P 469 606 thousand (31 December 2005: RR 20 312 thousand). The Group created an allowance for impairment on
these loans of RR 334 127 thousand {31 December 2005: RR 20 512 thousand), Such loans are also trealed as non-

The Group created a collective allowance for impairment as at 31 December 2006 in amount of RR 200 872 on retail
loans with no specific indicators of impairment of RR 11 498 008 (31 December 2005: RR 110 032 thousand and RR
4 197 387 thousand respectively).

Changes in these estimates could affect the loan impairment allowance. For example, to the extent that the net present
value of the estimated cash flows differs by plus/minus one percent, the loan impairment allowance as at 31 December
2006 would be RR 248 472 thousand lower/higher (31 December 2003; RR 163 788 thousand),

Geographical, currency, maturity and interest rate analyses of loans to customers are disclosed in Note 18, The
estimated fair value of loans to customers is disclosed in Note 20. information on related party balances is disclosed in
Note 21,

(Intentionally blank}
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8. Property, Equipment and litangibles

The movements of property, equipment and intangibles during the year ended 31 December 2006 were as follows:

Buildinss Land and other  Fixtures and Seftware Total
o ST U SamEes | eguipmient 0 dnd lcenres -ota
,,,,,, CCost Beveleed davebat e e
31 Becember 2005 648 392 a1 768 763 323 166 973 i 641 453
Additions 261 492 2149 664 213 537 141 555 B35 669
DHgposals - {9 9253 {37377y {8 7083 (56 07
Revathation 115996 115 996
Etimination of depreciation on . . _ _ .
revalued buillings {16 586) i {ié sgﬁ}
31 December 2006 1008 993 276 844 939 503 199 820 1819 162
Accumulated depreciation and
amortisatien
31 December 2003 - 1516 364 257 71 871 437 644
Depreciation and amortisation
charge 16 B86 299 127 647 24 503 164 835
Disposals - {674} (27 519) {3 280 (31475
Flimiation of deépreciation on o o R B ST
revatued buildings {16 886} - - - (16 886)
21 December 2006 - 1 141 464 385 88294 584 124
Net book value
31 December 2005 648 392 60 249 399 066 95 102 1202 809
31 December 20606 1 008 995 269 703 475118 211226 1 965 042

As at 31 December 2006 land and other premises included assets under construction in the amount of
RR 259 725 thousand (31 December 2005: RR 51 180 thousand).

As at 31 December 2006 the gross carrying amount of fully depreciated fixtures and equipment that is still in use by
the Group was RR 152 364 thousand (31 December 2005: RR 153 394 thousand).

At 31 December 2003 and 2006 buiidings were revalued by the management of the Group based on the results of an
independent appraisal performed by LLC “Bureau of independent appraisals “INDEX”.

The bases used for the appraisal were the market approach and the income capitalization approach. The market
approach was based upon an analysis of comparabie sales of similar buildings. The following key assumptions were
used for the income capitalization approach:

® cash flows were based on a | vear detailed projection, extended io the remaining useful fife of the asset and
using zefe growth rate;
® the net cash flows were capitalised using the rates ranging from 12% to 19% depending on the tvpe of property.

The values assigned to the key assumptions represent management's assessment of future trends in the business and
are based on both external and internal sources of information.

As at 31 December 2006 the carrying value of buildings, if the buildings would not have been revalued, would be
RR 430 860 thousand (31 December 2005: RR 175 314 thousand).
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9. Amounts Doe to Credit Institutions

Amounts due to credit institutions comprise:

...... C égrégégﬁijéﬁtnétégﬁ?{{savoay».».v..uv.»»..rvvv».vv,”.,h-,,:»»»..“»»».o.vw».».»»»....»».‘»»»»r»‘»f.vm.M.-,‘V».Ggiv??g».vvy.vvf...»»»::V.V«;ﬁ;'ggu)g«z?.;vw.,.,,,,,,,,,
Termdeposits ' 494 610 Z3EETHE
Repurchase agreements 114 Hix
Ameunts due o credit institutions 125939 2 R78 043

As at 31 December 2005 the Gm‘ugﬁ had one {:@Gﬁteméﬁf; with agg%ega&:e balances on term de;ﬁesits above 10% of
shareholders” equity. The aggregate amount of these deposits was RR 2 349 415 thousand or 82% of the total amounts

due to credit institutions (31 December 2006: no counterparties).

Geographical, cwrrency, maturity and interest rate analyses of amounts due to credit institntions are disclosed in
Note 18, The estimated fair value of amounts due to credit institutions is disclosed in Note 20. Information on related

party balances is disclosed in Note 21,

10, Amounts Due o Customers

~Amounts due-to customers comprises

31 December 2006

21 December 2005

Current accounts 20 006 590 19437 329
Term deposits 14 746 300 11811 920
Subordinated debt 115086 113 (86
Amounts due {o customers 34 867976 30 564 335

Amounts due to customers by industries comprise:

31 December 2006

31 December 2003

Individuals {F754 908 7299 341
Trading enterprises 4159 121 1431402
Financials imtermediaries 3992 987 1096452
Oit and gas 3 608 657 7 347 342
Manufaciuring Z 861 818 764 190
Chemical and petrochenical 2024 843 1 06% 237
Energy ade 2 281 324 8 208 258
Transport 1375303 11293038
Construction 926 873 481975
Other 1 281 946 966 633
Amounts due Lo customers 34 867 976 30 564 335

As at 31 Becember 2006 the total amount of current accounis of a restricted nature included in customer accounts was

RR 5 112 173 thousand (31 December 2005: RR 3 218 673 thousand).

(Interiionally blank)
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As at 31 December 2006 customer accounts included current accounts of companies affiiiated with JSC “Oil Company
“YUKOS” of RR 7 314 632 thousand, out of which RR | 663 4235 thousand are current accounts of g restricted nature
(31 December 2003: RR 12 344 170 thousand and RR 1 790 247 thousand respectivelvy. As at 31 December 2006 and
31 December 2005 JSC Ol Company “YUROS” and affiliated companies were not related parties of the Group.

v VUKEOR”

As at 31 December 2006 the Group had six counterparties which are not affiliated with JSC “Otf Compan

31 Deiembey

Subordinated debt is a deposit with a nominal amount of KR 115 000 thousand, an infevest rate of 2.3%, maturing on
36 April 2013, According to the tering of the agreement on the deposit, the creditor may not demand repayiment of
depsit before matavity. In case of Bankruptey, liabilities under the deposit are repaid after settlement of all other
Habifities of the Group.

Amounis due io customers include accounts of the following types of customers:

31 December 2000 31 December 2008

Private companies 22 833343 23 0BE 428
Individuals 11 754 908 7299 341
State companies and locat authorities 2155 523 176 665

Amounts due to customers 34 B6T 976 30 564 335

Geographical, currency, maturity and interest rate analyses of amounts due to customers are disclosed in Note 18. The
estimated fair value of amounts due to customers is disclosed in Note 20. Information on related party balances is
disclosed in Note 21,

11 Debt Securities Issued
Debt securities issued comprise:

31 December 2066 31 December 1003

Credit linked notes 2639783 -
Pramissory notes P73 389 994 828
Certificates of deposits 293 6 867
Debt securities issued 3713 468 1 001 635

tn December 2006 the Group issued credit linked notes with a nominal value of USD 100 000 thousand at an interest
rate of 9.25% with maturity on 21 December 2008, Geographical, currency, maturity and: imterest rate analyses of debt
securities issued are disclosed in Note 18, The estimated fair value of debt securities issued is disclosed in Note 20,
Information on related party balances is disclesed in Note 21

12. Share Capital

The share capital of the Group has been confributed by shareholders in Rubles, Sharcholders are entitled 1o dividends
and capital distributions in Rubles.

As at 31 December 2006 and 2005 the authorized number of shares was 677 000 000 of ordinary stock (with par value
of 5 Rubles each) and 100 000 of preferred stock with par value of 10 Rubles each.

As at 31 December 2006 and 2005 the Group had 294 538 047 ordinary shares issued, outstanding and fully paid by
shareholders and no preferred stock issued.

d

JOUST ey With dEgreEais balancés above 0% 6T sharcholders™ ity éach. The agarepatd dmount oF
| the¥s sotounts was RE 6. 701 075 thisesant (31 Decesrber 2005 RR 4 097 083 rhousandy. 0 0000 LI
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Diividends payable are restricted to the maximum retained eamings of the Group, which are delermined according to
the legisiation in the Russian Federation. In July 2006 the Group declared and paid dividends for the vear 2005 of RR
135 488 thousand,

UHE HiGVeRisnS i the dliowance Tor Tbaiient during the vear ended TUDRCEHBAY 2006 aid 31 Dedeniber JH0sT

S o were as follows: L . . L ST U

Loans to

customers  Other assels Other risk Total
31 December 2004 347 608 18 154 19 993 882 792
Altowanee for impairment 342 904 (18 194) (199933 J304714
Writs-offy {7327 - - (7 327y
31 December 2003 883 179 - - 883179
Allowance for impairment 664 618 - - 664 918
Write-0{fs (461 073 . . (461 073)
31 December 2006 1 087 024 - - I 087 024

Aftowance for fmpairment of leans and for impairment of other assets are deducted from the related assets. -+

The Group writes ofl a loan {and any related allowances for Impairment) when Group’s management defermines that a
loan is uncollectible. This determination is reached afier considering information such as the eccurrence of significant
changes in the borrower’s financial position such that the borrower can no longer pay the obligation, or that proceeds
from collateral will not be sufficient to pay back the entire exposure.

14, Interest income and Interest Expense
2606 20065

Interest income

L.oans to customers 3621854 I 503 648
Dyebt securities 679 165 614 888
Short-term deposits with credit institutions 320558 207 515
Total interest income 46215877 2726 051
Interest expense

Amounts due to customers 1 247 263 633 808
Drebt securities issued 9F 860 30622
Amounis due to credit inslitutions 26976 73 1068
Total interest expense 1373839 787 398
Net interest income 3748 538 ¥ G38 453

(Intentionally blartk)
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-

i3, Fee and Commission Income and Fee and Commission Expense

2006 2005

Fee and commission income

Sottlement pparations 1w
......... ,,‘.%‘gg‘ggyfgéév) = 8 3
e RBental feey 43 (Y76
"""" U CURTERTY ContrDT agtnt fHCHoRE ' . v T o 29008
(Gruarardees issued 7 986
Cither 19716

Fee and commission income 914 7RG R76 0614

Fee and commission expense

Settlement operations 150 479 157 278
Other 9120 3132
Fee and commission expense 159 199 162 710
Met fee and commission income 765 594 713 304
16, Salaries and Employment Benefits and Administrative Expenses

2006 2005

Salaries and employment benefits

Salaries and other compensation 13537448 1127674
Social security costs 287 6d1 185 369
Other {0333 4 359
Salaries and employment benefits 1 835422 1317 502

Administrative expenses

Business development 328 703 167 634
Rent 274 442 238 738
Operating taxes 137 032 130 466
Communication 116 486 97 897
Security 79 551 86122
State deposit insurance scheme 52938 34 545
Etilities 45791 22 268
Other 93542 43 289
Administrative expenses 1 i48 485 814959

{Intentionally blank)
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i7. Taxation

income (ax expense comprises:

2006 2085
{‘ﬂ?f&?ﬁ‘f {eﬂ C“{")“"ﬁ\{‘ *********************************************************************************************** T@ﬁ 54q~ »»»»»»»»»»»»»»»»»»»»» égzié*f raRR R
L Earrent tax over-provided last year . - o (15534 i
Dieferred tax movement 264 {35 43?}
Ingome fax expense 10 879 RER 134

Ruszsian legal entities must file individual tax declarations. The tax rate for banks for profits other than on state
securities was 24% for 2006 and 2005. The tax rate for interest income on state securities is 13% for federal taxes. The
tax rates for the Group's conselidated subsidiaries range from 4.25% to 10% based on the jurisdiction in which they are
tocated,

The effective income tax rate differs from the statutory income tax rate. A reconciliation of the theoretical income tax
expense at statutory rate with the actual income tax expense is as follows:

26806 2005
Statutory {ax rate 24% 24%
Theoretical income tax expense at the statutory rate 72 629 03179
Tax effect of items taxed in different jurisdictions 7116 1913
State securities income laxed at 13% {42 964} (34 3713
Non-deductible expenditures, net of non-taxable income 32 894 (22315
Provision for tax claims - 306500
Release of provision for tax claims - (84 0{3{_}}
Other permanent differences 21263 (12772
Income tax expense 118 879 558 1M

{Tntentionally biank)
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Deferred tax assets are the amounis of income taxes recoverable in future periods in respect of deductible temporary
differences. Deferred tax liabilitles are the amounts of profit taxes pavable in future periods In respect of taxable
temporary differences. Deferred tax assets and labilities comprise:

"""""""""""" ST A Hecognised  Recognised 31 Recognised  Hecognised 31
oooooooooooooooooooooooooooooooooooooooo 'oooov,.vvovoyr.oH'B.e'g'gﬁig'ﬁrvo.Mvv.ooi;‘t'...V.oo;vvvvin;é,(gﬁi:t}&vv—vvvf}eft‘émﬁe?o».V».,».,<i.¥:3'vu»,vovo.»»»iﬁ.eqﬁig}?.u..Vﬁéﬁaﬁjﬁéyovvv»»vyww.r.r
2664 consolidated e s conzalidated 1606
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, e St : SR i L R
stafement ) ) statement o
Tax effect of deductible
femiporary differeinees
Adlgwance 101 Irpairment 2 146 35 147 - 37293 (24 228) - 13063
Tricrost expenge scorned e 34341 Cox 34341 {3009y - 3B32
Expenses acerned 20638 15362 - 36006 (5167} - 29 833
Income accrued B - - - 3713 - 5718
Adjustments to fair value 5279 (3279 - - 574 - 374
Cther 3836 25 664 - 25 500 (20 430) - 9030
Dieferred tax asset 31 899 105 235 - 137 134 {75 068) - 62 (69
Fax effect of taxable
temporary differences y DSOS PUS
Revaluation of buildings - . {113 49h (113 491} 2578 (27 839) (138 752;
Adjustments to fair value - (89 258} - (89 238) 34 4469 - {34 849
Property, couipment and
intangibles {91 860y 40 500 “ {31 33d) 17216 - (34 144y
Deferred tax Hability {91 860) (48 752 (113 491) (254 103y T4 197 (27 839 (267 745%)
Net deferred tax asset
{iability} {89 961) 56 483 (113 491) {116 969} (868} {27 83 (145 676)

Tax assets and liabilities consist of the following:
31 December 2006 31 December 2005

Current tax assets 89 2352 35333
Tax assets 89 252 55 383
Current tax Habilities 365 921 348 305
Deferred tax liabilities 145 676 116 969
Tax liabilities 451 897 465174

(Tntentionally blank)
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The Russian Federation currently has a number of laws related to varieus taxes imposed by both federal and regional

governmental authorities. Applicable taxes include value added tax, profit tax, a number of rurpover based taxes and

social fax, together with others, Implementing reguiations are offen unclear or nonexistent and few precedents have

been established. Often, different opinions regarding Jegal interpretation exist both smong and within govermment
ike the Ministry

cct o review and investigation by a num
s prenadiies and Wterest charges, Thisse fact
move significant than typically found in countries with rhore developed tax systems.,

Managervent believes that the Group is in full compliance with the tax laws affecting its operations; however, the risk
remains that relevant authorities could mke differing positions with regard to interpretive issues and the effect could be
significant.
As at 3t December 2004 the Group was engaged in litigation proceedings with the tax authorities related to claims
against the Bank to pay additional taxes and corresponding fines for the fotal amount of RR 726 249 thousand as the
result of tax audits. of the income tax periods of 2000, 2001 and 2002, The Bank has appealed these claims in court. As
at 31 Decemiber 2004 a provision for potential tax liabilities of RR 435 749 thousand in relation io these ¢laims was
recorded. During 2003, additional claitns were made by the tax authorities refated to the 2002 tax period of
RR 216 000 thousand, RR 34 000 thousand of claims expired due 1o the claims tHmitation period, and RR 518 318
thousand was paid owt by the Group in respect of these claims.

During the year ended 31 December 2003, the movement in the provisions for potential tax liabilities recorded in the
consotidated ThooE StateREnt Was RR 422500 thotsand, which included additional provisions for potential fax
Habilities of RR 506 500 thousand less claims expired due to claims Hmitation period of RR 84 000 thousand. As a
result the total provision for potential tax labilities as ar 31 December 20035 comprised RR 339 731 thousand, which

represents the full amount of the outstanding tax claims as at 31 December 2005,

During the year ended 31 December 2006, RR 24 716 thousand of the above claims were paid out by the Group. No
additional provisions for potential tax liabilities were recorded in the conselidated financial statements. As a result the
total provision for potential tax liabilities as at 31 December 2006 comprised RR 315 015 thousand, which represents
the full amount of cutstanding tax claims as at 31 December 2006, Management believes that this provision is the best
estiniate of potential tax fosses.

18, Risk Management Policies

Management of risk is fundamental to the banking business and Is an essential element of the Group’s operations, The
main risks inherent to the Group’s operations are those related to credit exposures, liquidity and market fhuctuations in
interest rates and foreign exchange rates. A description of the Group’s risk management policies in relation 1o these
risks follows.

Credit Risk

The Group is exposed to credit risk which is the risk that a counterparty will be unabie {o pay amounts in full when
due. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted in
refation 1o one borrower, or groups of borrowers, and to industry scgments. Such risks are menitored on a revoliving
basis and subject to an annual or more frequent review. Limits on the level of credit risk by borrower and product are
approved monthly by the Group's Assets.and Liabilities Management Committee.

The exposure to any one borrower including banks and brokers is further restricted by sub-limits covering on and off-
balance sheet exposures which are set by the Credit Commitiee which is called once a week. Actual exposures against
limiits are monitored daily.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet
interest and capital repayment obligations and by changing these lending limits where appropriate. Exposure to credit
risk is also managed in part by obigining collateral and corporate and personal guarantees.

The credit risk exposure on derfvatives is managed as part of the overall lending Hmits with customers, together with
potential exposures from market movements. Collateral or other security is not ususily obtained for credit risk
exposures on these instruments.
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Geographical concentration
The geographical concentration of the Group's assets and liabilities is set out below:

31 December 2006

B _ Hussia OECD cauniries Total

,,,,,,, Aggets U o : U
Cash and cash equivalents 3 006 368 5304316 57z 106 371 65
Obligatory reserve with the CBR 773 344 - - 778 344
Financial assets st fair value through profit or
foss & 147 601 2083 - & 149 684
Amounts dise Trons credi instiutions 14 988 - « 14988
Loans o customers 24 B34 537 - 2613 24-847 152
AT other ey o 2N a6 . BT &17- TRIGEN
Total assets 39 167 897 £ 306 599 195 004 44 669 360
Liabilities
Financial liabilities at fair value through profit or
loss 2087 - “ 2087
Amounis due to credit institutions 749 673 374 249 2017 1123939
Amounts doe to customers 33016 813 30176 920 987 34 867 976
Debt securities isswed 333 091 . 2639783 0591 3713465
All other habilities 622761 - - 622 761
Total liabilities 35874 425 3044 208 1413 3938 46 332 228
Met position 3293474 2262 391 (1218 591) 4337272

# OBECD - Organisation for economic co-operation and development,
*# (015 - Commonwealth of independent states.

Intentionally blank)



o Hussia OECD couitries Tutal
éssets """"""""
VVVVVVVVVVVVVVVVV Cashand cash squivaleals 7 T RA TGS R AR R TSR YA By
Cintigarory reserves with the CHR 839027 - - 839027
Financial assets af fair value through profit or
fogs 7301772 . - T T2
Arrounts due from credit institations 14 988 - - 14 988
Held-to-maturity securities £ 654 - - %954
Loans 1o custonmers 76 161 839 - 276 903 16 378 762
Al other assets 1 581 684 “ 103 118 I 684 502
Total assets 33209 449 85821 136 367 921 39 359 306
Liabilities
Financial liabilities at fair value through profit or
loss 897 - - 897
Amounts due to credit institutions 487 326 2353974 33 540 2875043
Amounts due o customers 28 133 819 {5349 2 415 167 30 564 335
Debt securities issued 996 825 - 4 810 1 041 635
. Al other liabitities L T24734 . - ..724734
Total liahilities 30 343 804 2 369 323 1483 817 35 166 644
Net position 2 865 6458 3212813 {} 885 396) 4 197 862

National Bank TRUST

Notes to Consolidated Financial Statements for the year ended 31 December 2006

{Thousands of Russian Rubles)

31 December 2005

€IS and other

{Intentionally Hank)
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Markef Risk

The Group takes on exposure to market risks. Market risks arise from open positions in interest rate and cuwrency
products, all of which are exposed to general and specific market movements. The Group manages market risks
through periedic estimation of potential losses that could arise from adverse changes in marketr conditions and

SO The Group. s eiposed 18 The effedis of flictusiiog. 1 the prévailing fordign currenity sxchings rutes on its THancial
position and cash flows. The Group’s Assets and Lisbilities Management Committes sets limits on the level of
exposure by currencies (primarily US Dellary, by branches and in totel, These limits also comply with the minimum
requivements of the Cenwal Bank of the Russian Federation. The Group’s exposure to foreign curréncy exchange rate
is set out below,

31 December 2006

Freely

Rubles convertible Total
Assets
Cash and cash equivalents 6404 072 3967 581 10 371 653
Obligatory reserve with the CBR 775 344 - 773 344
Financial assets at fair value through profit ot loss 6147 110 2374 6 149684
Amounts due fom credd institutions 14 988 - 14988
Loang to customers 23 180 408 I 666 744 24 847 152
All other assets 2424 585 86 094 2310679
Total assets 38 946 367 5722993 44 669 500
LiabHities
Financial Habilities at fair value through prefit or loss 1 996 97 2 G687
Amounts due o credit institutions 421 320 704 419 1 125939
Amounts duc fo customers 30267 457 4 600 519 34 867 976
Debt securities issued t (26 871 2 686594 3713465
All other Habilities 610 144 I2617 0622 761
Total linbiities 12327982 8604 246 40 332 228
Net balance sheet position 6 618 825 {2 281 253%) 4337272
Net off-balance sheet position (2832428 832428 -

(Tntentionally blak)
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31 Decentber 2605

Freely
Rubles convertible Tutal

Cash and cash dquivalents”
Hue CBR POU IO « £ 5174 4

Pinancial assets at fair value through profit or foss 6725370 76402 7301772
Aty due from credit institotions 14 988 - 14 48R
Hetd-themuturity seouritics § 534 - 5954
Leans to customers 14 505 034 L8737 16 378 762
Al other assets 1 382 099 02 703 | 654 802
Fotal assets 30 758 568 8 683 938 39 359 306
Fiabilities

Finaneial Habilities at falr value through profit or foss - BG7 897
Amounts due to credit institutions 235328 1639515 2875043
Amgunts due o customers 25056328 3 308007 30364 335
Debt securities issued G982 447 19 18% 1001 633
All other Habilities 712 218 12516 724 734
Totatliabilites 2698521 §180123 . 35166 644
Net balance sheet position 3769 047 423 818 4 192 862

Net off-balance sheet position 718 665 {718 66%) -

Freely convertible currencies represent mainly US Dolar amounts but also include currencies from other OECD and
non-OECE eountries,

The off-balance sheet currency position includes the notional amounts of forelgn currency derivative instruments,
which are principally used to reduce the Group’s exposure to currency movemenis,

{Intentionally blank)
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Liguidity Risk

The Group is exposed to daily calls on its available cash resources from Gvemigm deposits, current accounts, maturing

deposits, loan draw downs, guarantees and from margin and other cali

s on derivatives settled by cash. The Group

mamzmns hqu;észv matiagement wzth i%ui @b;sciive ef‘ emanne §hat hmds; W;H be a&aﬁabiﬁ at al% im‘;e% te hgnour all

The fllowing faiﬁle shcm assets and Habilities of the Group by thew reémaihing contractual matiwity as at
11 December 2006, with the exception of financial instruments at fair value through profit or loss, which are shown in
the category “Less than T month” based on the fact that the Group’s managerient believes that alt of these financial
instriments at fair value through profit or loss could be liquidated within one month in tormal cowrse of business.

True to the fact that substantially alt the fimancial instruments of the Group are fixed rated contracis, these remaining -
contruciual maiurity dates also represent the contractual interest rate repricing dates.

31 December 2006

Overdue/
No
Less than ito3 3} menths 1105 Over 3 stated
) On demand 1 month maenths to | year vesrs vears  maturity Total
Assets
Cash agd cash equivalents 35242058 4847448 - - - - - 10371 633
Chligatory reserve with the
CBR - - 37T 434 185015 5782 7093 - TS 344
Financial asseis @ fair ' ' ' SRR
value through profit or loss » 6149684 - - - - - 61490684
Amounig due from credit
igstitutions - - - 532 9676 - - 14 988
Loans to customers - 1422080 3794 851 181 448 7554862 2900888 594043 24 B47 182
Fax assets - - - 89 252 - - - §9 252
Other ausets - 232 842 83 649 04 986 12 147 3776 % 985 456 385
Total assets 5814705 12672054 4455934 11536013 7881467 3107 GDIO2ZE 42 704 458
Liabilities
Financial liabilities at fair
value through profi or loss - 2087 - - - - - 2087
Amounts due to eredit
instisutions 631 219 115393 7000 372 325 - - - 1125939
Amounts due {o customess 19979360 2909629 3079754 8320200 2604031 318972 « 34867 976
Debt securities issued 39 351 144 048 212632 224463 3072411 760 - 3713465
TFax liabilities - - - 305 921 - - 145 676 481 297
Other Habilities 1724 40 831 188 490 1117 5082 - - 171 164
Total Habilities 20671794 3212610 34017876 0224116 3341024 319732 145676 40332228
Net position (15 147589) 9460044 1038078 2331897 4241443 {8993y 45733F 137212360
Accomuliated Higuidity
gap (15 147 589} (5687 545) (4649467) (2 I1VE70) 1923873 1914878 2 372 230 -
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31 December 2003

Overdue/
i.ess than 1ieF 3 months iio % Over 5 stated
T Gwidemgnd  Temwth  mewths o year  vesrs o ovears wmturdty o Poralb o
E%ﬁfy‘é’tﬁ’r e ,, ,,,,,,,,,,,,,,
Cash and cash squivalents 6177848 T1EY 353 - - - - - 13331200
,,,,,,,, (}E}Eigam{} fﬁS@TV‘f‘Niﬁf}tﬁC . - .. . . . .. . . - P ., . ’
CBR - - SR80 834 50068 2114 GO - B39 (427
Figgricial  assets at  fair
valte through profit or loss - T3IN1T72 . - - - - TRLTE
Amioagnts due from credit
imstitutions . - - “ 14 98% - - 14 588
Held-towmaturity seeusities - - - 8954 - - - Buss
Loans 0 customers 21082 2537120 380649 5876321 3842007 401448 198233 16378742
Tax assets - - - 55333 - - - 33353
{rther assels 165 913 177143 56 066 27261 “ - 233 426 640
Total assets 6364845 17169388 4438549 STITO57 3860009 407459 198496 38 135 697
Liabilities
Financial labiliies at {air
vahe through profit or loss - 897 - - - - - 897
RiETs die o credit o TR o PSR
institutions 488 225 2346 390 2762 - 7359 107 - 2875043
Amounts due {o customers 19437329 4066095 4074883 23956980 69192 319850 - 30564 333
Dlebt securities issued 191 539 346 581 370 841 101 452 37 203 4019 - 1001633
Tax labilities - - - 34R 305 - -~ 116969 465 274
Gther liabilities 34 380 32 290 - 172 790 - - - 159 460
Total Habilities 20151473 6812253 4428486 3219833 113954 323976 116969 35166 644
Net position {13786 628} 10 357 138 10063 2498424 3 746 0585 83 483 81321 29900583
Accumulated lignidity
gap (13786 628) (3429493) (3419430) (921 006) 2825649 2908532 2990053 -

The maturity of the loan portfolic shows the remaining period from the balance sheet date to the contractual maturity.
Long-term credits are generally not available in Russia. However, in the Russian marketplace, many short-term credits
are granted with the expectation of renewing the loans at maturity. Accordingly, the effective maturity of a loan
portfolio may be longer than indicated by the classification based on contractual terms.

While unpledged financial assets at fair value through profit or loss which are part of the category “F inancial assets at
fair value through profit or loss”, are shown with maturity of less than one month, reatisation of such assets is
dependent upon financial market conditions. Significant security positions may not be liquidated in a short period of
timie without adverse price effects.

(Intentionally biank)
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The following table shows remaining contractual maturity of financial assets at fair value through profit or loss of the
Group as at 31 December 2006 and 31 December 2005:

31 December 200 31 December 2008

Cin demand - 00
Clessthan Troonth o o : o T R T 20819
1t 3 months “ -
3 menths to | vear 3 488 GRE 153
to 5 years I BG3 062 2434372
Owver 5 vears 4 336 453 10605 348
Mo maurity lals 232 880
Financial assels at fair value throngh profit or loss 6 149 684 T 3617

Interest Rate Risk

The Group is exposed fo the effects of fluctuations in the prevailing levels of market interest rates on its financial
position and cash flows, Interest rate risk is measured by the extent to which changes in market interest rates impact
margins and net income. To the extent the term structure of interest bearing assets differs from that of liabilities, net
interest income will increase or decrease as a result of movements in interest rates. The Group’s expected repricing and
maturity dates do not differ significantly from the contractual dates, which are disclosed in the liquidity risk table
above.

Interest rate risk is managed by increasing or decreasing positions within limits specified by the Group’s management.
These limits restrict the potential effect of movements in interest rates on interest margin and on the value of interest-
sensitive assets and liabilities,

The Group’s interest rate policy is reviewed and approved by the Group’s Assets and Liabilities Management
Committee, As at 31 December 2006 and 31 December 2005 the effective average interest rates by cuwrrencies for
interest carning/bearing monetary financial instruments were as follows:

31 December 2006 31 December 260%

Freely Freely

Rubles convertible Rubles  convertibie

Short-term deposits with credit institutions 7.0% 5.5% 34% 4.2%
Financial assets at fair value through profit or loss 6.7% 5.0% 6.9% 3.6%
Held-to-maturity securities - - 7.2% .
Loans (0 customers 23.5% 12.5% 19.2% 10.5%
Amounts due fo credit institutions/Term deposits 6.0% 4.6% 7.0% 3 4%
Amounts due to customers/Term deposits 10.3% 8.4% 6.1% 2.5%
Debt securities issued 8.3% 9.2% 7.8% 5.8%

i9, Commitmenis and Contingencies

Legal

In the ordinary course of business, the Group is subject to legal actions and complaints. In addition, as at 31 December
2006 the Group was engaged in litigation proceedings with tax authorities as described in Note 17. Management
believes that it has made adeguate provision in respect of these matlers.

Insurance

The insurance industry in the Russian Federation is in a developing siate and many forms of insurance protection
common in other parts of the world are not yet generally available. The Bank does not have full coverage for its
premises and equipment, business interruption, or third party liability in respect of property or environmental damage
artsing from accidents on Bank property or relating to the Bank’s operations. Until the Bank obtains adequate
insyrance coverage, there is a risk that the loss or destruction of certain assets could have a material adverse effect on
the Bank’s operations and financial position.



National Bank TRUST
Notes to Consolidated Financial Statements for the year ended 31 December 2006
{Thousands of Russian Rubles)

Credit related comminments

fn the normal course of business, the Group makes commitments to grant loans at a specified rate of interest during a
fived peried of time. Substantially all loan contracts contain clauses that set out certain conditions inchuding changes in
market rates, mdw Whic:%x the 'r%&res% rate could be recarza:iéareé or %hf: g)essibii‘ix to dmw the loan could ?cug c‘aﬁs:e'igd

Credlf, which f&pr@séﬁt zrrewcaizlz, assurances that t%xz, {}rew w;%l *naie pa*«m fis i ti’m wem ti}at & customer cannot
meet ity obligations t third parlies, carry the same credit risk as foans. Documentary and commercial letters of eradit,
which are written undertakings by the Gmup on behalf of a customer authorizing a third party to draw draffs on the
Group up to a stipulated amount under specific terms and conditions.

“Thie credit redated fimancial commitments comprise: : S :

31 December 2006 31 Becember 2008

Undrawn loan commitments 4 827123 4 386G 998
Guarantegs 1 224 836 142372
Letters of credit 105327 257 817
Credit related commitments 6153 336 4 781 187

The above undrawn loan commitmenis mclade on]y those loan commnmgms that are not fuliy canceliable at the
Bank’s discretion. The total outstanding contractual amount of commitments to extend credit does not necessarily

represent future cash requirements, as these commitments may expire or terminate without being funded. Consequenily

commitments listed above should not be {reated as expected cash outflows,
Operuating lease commitments
In the normal course of business, the Group enters into operating lease agreements for office equipment and premises.

After 31 December 2006 and 2003 future minimum payments under non-cancellable operating leases are as foliows:

31 December 2006 31 December 2005

Not later than 1 vear 205 417 233 488
Later than | year but not later than 5 years 339919 376 623
Later than 3 vears 1300421 82 451
Total operating lease commitments 675 787 692 562

During the current year RR 274 442 thousand was recognised as an expense in the consolidated income statement in
respect of operating leases (2003: RR 238 738 thousand}.

20, Fair Value of Financial Instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current fransaction between
knowledgeable willing parties in ap arm’s length, other than in forced or liguidation sale. As no readily avaflable
market exists for a large part of the Group’s financial instruments, judgment is necessary in arriving at fair value,
based on current economic conditions and the specific risks atributable te the instrument. The estimates presented
herein are not necessarily indicative of the amounts the Group could realize in a market exchange from the sale of its
full holdings of a particular instrument.

(Intentionally Hlank)
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The following table summarises the carrying amounts and fair values of the Group's financial assets and Habilities:

31 December 2006 31 December 2005
Carrving Carrying
Amount Fair & slue Amowi i*mr i’ame
...................... g,—&i}ﬁéﬁ&? eashy Q%g;gﬁéggﬂgv....., v,,ié}g’}‘;g;i% Z,L}v?;gl {3333: A3r1.281 . 13 }3@ 303
{éhi;,géi{m resarves with the CRR . L ATE 344 61 080 GIG 027 G313
""" i valud threnoh mrofivar isds 0 U ETRBRE T E TAY RS T AT TR AR YRR
Amzmm:a dus imm credit instiutions 14 988 14 GE8 14 988 14088
Held-to-muaturity securities - “ & 954 8954
Loans to cusiomers 24 847 1532 74 847 132 16378 762 16378 762
Financial liabilities ar fair value threogh pmf"i of
- lgs . L0 L7 DERT R et B o
Amounis dug o cr*dﬁ institutions L E25 939 1125939 T 873043 2 875 (343
Amcunis due o suslomers 34 867 G76 34 867 976 3y 364 335 30 364 335
rebt securifies issued 3713 463 3713 405 T 001 635 P 635

The following methods and assumptions are used by the Group to estimate the fair value of these financial
instruments:

Cash and cash equivalents and Obligatory reserves with the CBR

For lquid instruments, the carrying amount is a reasonable estimate of fair value. Reserve deposits with the Central
- Bank of the-Russian- Federatien are non-interest. bearing and are-estimatod fo mature. as the underlying deposits and

other balances in respect of which those deposits are maintained mature.

Financial assets and liab#ities at fair value through profit or loss
Financial assets and liabilities at fair value through profit or loss are stated at fair value. The fair value of financial
assets and liabilities at fair value through profit or loss is determined with reference to an active market.

Amounts due from and due to credit institutions

For assets maturing within one month, the carrying amount approximates fair value due to the relatively short-term
maturity of these financial instruments. For longer-term deposits, the interest rates applicable reflect market rates and,
consequently, the fair value approximates the carrying amounts,

Held-fo-maturity securities
The fair value of held-to-maturity securities is based on discounted cash flows using the effective yield method.

Loans to customers

The fair value of loans to customers represents the discounted amount of estimated future cash flows expected o be
received, and is based on the credit and interest rate characteristics of the individual loans within each sector of the
portfolio. The estimation of the aljowance for loan impairment includes consideration of risk premiums applicable (o
various types of loans based on factors such as the current situation of the economic sector in which each borrower
operates, the econonic situation of each borrower and guarantees obtained.

Amounts due to customers

For balances maturing within one month, the carrying amount approximates fair value dug o the relatively short-lerm
maturity of these financial instruments. For longer-term fixed interest bearing deposits and other borrowings the
estimated fair value i based on discounted cash flows using interest rates for new debts with similar remaining
maturity.

{¥ebt securities issued

The estimated fair values of debt securities issued is based on discounted cash fows and discount rates for a simitar
instruments at the balance sheet date, except for loan participation notes, where fair values were based on quoted
markef prices.

o
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21, Related Party Transactions

Related partics, as defined by 1AS 24 “Related Party Disclosures ", are.

(b)Y  associafes - enterprises in which the Group has s{ﬂmm:am influence and which is neither a sabsrdiaw ner a joint
venture of the mveston

(¢ individusls owning, directly or indirectly, an interest in the voting power of the Group that gives them
significant. influence over the Group, and anyone e’x;}ecteé o influence, of be influenced by, that pﬁrﬁm i their
dbﬁiii’?&& ;ﬁ;;i%} th& (}Tﬁup R . . . .. R . . e

(d)  key management personnel, that is, those persons having authority and responsibility tor planning, directing and
controlling the activities of the Group, including directors and officers of the Group and close members of the families
of such individuals: and

(e}  enterprises in which a substantial interest in the voting power is owned, directly or indirectly, by any person
described in (¢} or {d} or over which stich a person s able 1o exercise significant influence. This ineludes enterprises
owned by directors or major shareholders of the Group and enterprises that have a member of key management in
commeon with the Group.

 fintentionally blank)
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fn considering cach possible related party relationship, attention is directed to the substance of the relationship, and not
December 2005 the Group had the following fransactions

merely the legal form. As at 31 December 2006 and 31

outstanding with related parties:

31 December 2006

o _ Transactions  Transactions
""""""""""""""""""""""""""" “Pramsattions | withkey withmos- Transactions
............. v,vw,,vwiyﬁ, %Wﬂﬁiﬁgé’m&ﬁi““"':ﬁﬁgé}hﬁsifﬁii“"'“ Wﬁh “fﬁﬁ?}v'?ﬁﬁﬁigv
shareholders operseancl subsidiaries L eategory
. Cég;}\'é:réi;zi%évé;gﬁ%%'é.'ﬁ't'sm”” PSURPUREESO NS, -l et S o KL RN ok ARSI AN ..t 3.3
Current accounts with othier gredit
institutions (RR - 0%, FC - 0%) - - - 7647 674 %64
Financial sesets at fair value through profitor
toss (FC - 943 - - - 23 6 149 684
Arnounts due froen credit institutions
{‘f’ﬁi»é S PO - 058) o - - ~ F-988 CH4988
Loans to customers {gross amount)
(RR: 14%, PO 10%-1539% - 21113 - - 23934 176
AHowance for impairment - {1507 - - (1087 024
Other assets {0%) _ - - 622 - 456 383
_ _ - 10 963 622 22 668 32992073
Fiancial Hiabilities at fair value through
orofit or foss (FC - 0%) - - - 77 2087
Amounts due to credit institutions
Caorrespondent accounts (RR - (%
FC - 0% - - - 1729 631219
AT i 16 Cistnes TR . ST
Current accounts (RR 0% - (11%,
FC 0% ) 362 981 - - 4402 264 006 390
Term deposits (RR: 11.0% - 11.3%, FC:
4.75% - 11.5%} 332 664 - - 8G 029 14 746 360
Subordinated debt (RR - 2.5%) - - - 115086 115 086
Debt securities issued (KR - 9.6%) 444 810 - o ~ 11152 3713 463
1136 401 - - 212 475 36214 747
31 December 20058 .
Transsctions  Transactions
Trausactions with key with non-  Transactions
with  management  consolidated with greup Total
; shareholders personnel subsidiaries N BT category
Cash and cash equivalents (0%0) - - - 1611 13331 261
Financtal assets at fair value through profit
or loss (FC - 3%} - - - 5069927 7301 772
Amoursts due from credit institutions (09%) - . - i4 988 14 988
Held-to-maturity securities (RR - 7%} 8 934 - - - 8 954
Loans 1o customers (RR - 17%, FC, %% -
18%} 7 384 12 357 329 836 - 17261 941
Allowance for impairment - {8%) (3023 - (883 179}
_ Urther assets (0%; . - 4 390 56 428 360
I8 687 12 269 331 463 516 622 37462 317
Amounts due to credit institutions (0%) - - - 2529 2 875043
Amounts due to customers
Current accounts (RR 094} - - 43 790 4266 19 437 329
Term deposits (RR: .5% - 3%, FC
11%%) 74423 - - - 1101919
Subordinated debt (RE - 2.5%) - - - 115 086G 115 08¢
Other liabilities - - - 308 260 357
74 415 - 43 796 122 187 33699 738

" group IBT represents companies which are under common

subsidiaries.

control with the Bank: Investment Bank TRUST and its

fed
¥
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The total remuneration of the key management, including pension contributions, and discretionary compensation
included in salaries and emplovment benefits for 2006 amounted to RE 168 309 thousand {2005: RR 99 §22
thousand).

22. Subsidiaries

As at 31 December 2006 and 31 December 2003 the Bank had investments in the following subsidiaries:

% Equity

Investment Investment interest as % Equity

as ut 31 as at 3} at 31 inferest as at

Name e _____Dec 2006 Dec 2005 Country Bec 1006 31 Dec 2005
TIB Holding S.A. 2775 2775 BSwitzerland 100% 1%
Fiennes Investments Limited 41 41 Cyprusg 100%% 100%,
TiB Financial Services Limited 5356 356 Cyprus 100%% 160%
Factoring company “EvrokommerzTrust” - 4 390 RF - 31%

TIB Holding S.A. is a closed joint stock company under the laws of Switzerland. The company’s principal activity is
providing financial and adminisirative services, consulting and trust activities.

activity is international trading and investments.

TIB Financial Services Limited s a closed joint stock company under the laws of Cyprus. The company’s principal
activity is financial services and investments,

Factoring company “BvrokommerzTrust” (“EvrokommerzTrust”) is a limited hability company under the laws of the
Russian Federation. The company’s principal activity is factoring.

The consolidated financial statements of the Group as at 31 December 2006 and 31 December 2003 included the
accounts of TIB Holdings S.A., Fiennes Investments Limited and TIB Financial Services Limited. As at 31 December
2005 the Bank did not consolidate its investment in “EvrokommerzTrust” nor account for it under the equity method as
this sharehoiding had no materiai effect on these consolidated financial statements.

23, Capital Adequacy

The CBR requires banks to maintain a capital adequacy ratio of 10% of risk-weighted assets, computed based on RAL.
As at 31 December 2006 and 31 December 2005 the Bank’s capital adequacy ratio on this basis exceeded the statutory
minimwm,

The Group’s international risk based capital adequacy ratio, computed in accordance with the Basle Accord guidelines
issued in 1988, with subsequent amendments including the amendment te incorporate market risks, as at 31 December
2006 and 31 December 2005, was 14.2% and 17.0%, respectively. These ratios exceeded the minimum ratio of 8%

recommended by the Basle Accord.

(End)

38



