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Year 2006 wrote a new remarkable page in the history 
of the agribusiness sector of Russia. The development 
of the sector was supported not only by a steady mac-
roeconomic growth, but also by an increased care for 
the sector from the Federal and local governmental au-
thorities. There has been a significant increase in the 
capital investment in the development of agricultural 
production. The process of upgrading and technical 
renovation of the sector is proceeding at accelerated 
pace. The introduction of highly efficient and resources-
saving technologies is among the outstanding achieve-
ments of this year. The pace of social background 
rebuilding in the rural areas of Russia had also acceler-
ated. The cumulative effect of these trends resulted in 
a qualitative step forward to the development of highly 
efficient and competitive domestic agribusiness sector 
in Russia in 2006.
National credit and financial system plays a dominant 
role in the implementation of important national objec-
tives in agribusiness sector. It is well known that finan-
cial capital has always been and still remains one of 
the main leverages of economic growth. Nowadays one 
should not underestimate its significance in the context 

of the initial stage of the market relations in our country. 
The majority of agricultural producers, as well as food-
processing enterprises draw up their economical strat-
egy in close interrelation with the business environment 
of the banking services market. Funds availability and 
their cost determine to a large extent the industrial activ-
ity in the real sector of the economy.
It is rewarding that Russian Agricultural Bank plays 
the leading role in agribusiness lending. And the Bank 
strengthens its position year by year. Executing the 
functions of the Russian Government’s financial agent, 
the Bank delivers comprehensible, qualitative and ef-
ficient satisfaction of agribusiness needs in banking 
products. It is quite logical that the high growth rates 
of RAB development, steady increase of customer base, 
boosting of the branches network expansion and dedi-
cated efforts to upgrade the quality of client service had 
allowed Russian Agricultural Bank to join top 10 largest 
Russian banks. Year 2006 also saw increased interna-
tional ratings of the Bank. The Bank has developed a 
worldwide network of correspondent relations and is 
recognized as a trusted partner of leading world banks 
and financial institutions.

ADDRESS BY ALEKSEY V. GORDEEV

ALEKSEY V. GORDEEV
Chairman of the Supervisory Board
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It is vital that Russian Agricultural Bank as the only agri-
cultural State owned bank in the country is expected to 
play a significant role in the implementation of the new 
Federal Law “On agricultural development” that was 
signed by the President of the Russian Federation on the 
29th December 2006. The Law lays down the objectives, 
principles, areas of activity and execution measures of 
the State agricultural policy. A considerable part of the 
Law is dedicated to the Federal support of the agricul-
tural development and in particular to the financing of 
the particular activities from the Federal budget.
Besides, in accordance with new national banking legal 
rules, Russian financial institutions are empowered to 
widen the number of sources available for increasing their 
capital. This will allow Russian Agricultural Bank as well to 
employ financial instruments used by banks world-wide.
In 2007 Russian Agricultural Bank faces major tasks 
and challenges. The strategic objectives of the Bank 

are directly related to the targets set by the Govern-
ment: to facilitate development of agribusiness in 
Russia, to provide leverage to agricultural and food in-
dustries and to implement the National Priority Project 
on Agribusiness Development.
As the Bank enters its seventh year of operations, 
it is determined to take up these challenges and to 
focus on sustainable growth and diversification of 
its loan portfolio. I believe that high international 
ratings, positive credit history and sound position-
ing on the international financial market will allow 
Russian Agricultural Bank to enjoy a high level of in-
vestors’ confidence and to significantly enhance its 
financial strength.
It is a large-scale, crucial and at the same time honor-
able task. I believe that it is quite within the powers of 
the Bank’s Team that by its achievements has already 
confirmed its business goodwill and professionalism.



 MESSAGE FROM YURI V. TRUSHIN
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Russian Agricultural Bank is one of the country’s young-
er financial institutions, but its commercial success 
combined with the support of the Government ensured 
its leading position in the special niche of agribusiness 
lending in the financial services market, as well as a 
path for fast controlled growth.
In 2006 the team of RAB has been purposefully and 
consistently working to attain the targets of operations 
expansion and growth of lending to the country’s agri-
business sector. The Bank has significantly strength-
ened its position in the domestic market of banking 
services. The implementation of the National Priority 
Project on Agribusiness Development and expansion 
of range of services for rural population were among 
key priorities of the Bank’s activity. According to expert 
estimates, the market share in agribusiness lending of 
Russian Agricultural Bank, as a specialized institution 
and agricultural mainstay, has significantly increased 
in the year under review. Thus, RAB has reached the 
level that allows it to take up one of the leading posi-
tions in the area of agribusiness lending.
One of the Bank’s priority areas and areas of special 
focus for the team is the task of increasing its capital-
ization. In 2006 the Bank of Russia registered the ninth 
issue of the shares of Russian Agricultural Bank. After 

the increase of about 40% the share capital reached 
RUR 20,9 bln. and own capital – RUR 32,4 bln. Efficient 
financial tools used by the Bank in the domestic and 
international financial markets contributed to a broad 
funding program which equipped the Bank with funds 
that allowed its balance sheet to grow.
According to expert estimates, RAB belongs to the cat-
egory of the most dynamic Russian financial institu-
tions, it joined the group of the country’s leading banks 
in terms of such indicators as capital gains, size of as-
sets, extended loans volume, reliability as a service 
provider. Thus, a certain step forward has been made 
to strengthen the Bank’s position as a modern com-
petitive financial institution.
Dynamic development of Russian Agricultural Bank, 
its strictly regulated lending policy aimed at full sat-
isfaction of agribusiness needs allowed it to increase 
3,5 times the loan portfolio in 2006. At the same time 
the volumes of long-term investment lending have in-
creased significantly. Today RAB assigns more than one 
third of credit resources for investment purposes. Fur-
ther increase in agricultural production, technical and 
technological rebuilding of the sector are largely deter-
mined by the credit support and RAB plans to expand 
significantly the scale of loans in the long term.

MESSAGE FROM YURI V. TRUSHIN

YURI V. TRUSHIN
Chairman of the Executive Board and CEO
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Incremental funding of the Bank allowed it to achieve 
successfully the objectives within the National Priority 
Project on Agribusiness Development, exceeding to a 
large extent all expectations.
In 2006 RAB focused on the accelerated development 
of farm animal breeding programs, small and medium-
sized farms, mortgage housing for young agricultural 
specialists and the creation of a land mortgage program 
that allowed agricultural producers to borrow against 
their land as collateral and to finance their farm opera-
tions. Most of these loans were dedicated to financing 
the purchase of new machinery and farm equipment. 
The loan program for small farmers has been a re-
sounding success – mostly because of the wide RAB 
branch network and in part because the Government 
reimbursed borrowers the interest paid on their loans. 
These agricultural tailor-made banking products al-
lowed RAB to open an enormous new cluster of busi-
ness in the banking sector.
Development of retail was a special focus of the Bank’s 
activity in 2006. This activity, on one hand, contributed 
to improvement of social background, ensuring em-
ployment and living standards of rural population, and, 
on the other hand, has diversified RAB liabilities and 
increased the share of individual deposits in Bank’s 
funding. RAB retail product is of high importance for 
all the territories of Russia and we are committed to 
deliver quality and up-to-date banking services to the 
population in rural areas. 
Major efforts have been undertaken in 2006 to ex-
pand the Bank’s branch network.  In total 5 regional 
branches and 446 additional offices were opened. As 
a result, the number of points of RAB network, where 
clients can use the services of the Bank, has reached 
1000. A further build-up of the branch network will pro-
vide for even more extensive territorial coverage. By the 
end of 2007 the number of branches will grow to 1400 

– expanding the presence of RAB to practically every 
agricultural region and ensuring a broad coverage of 
unsatisfied market demand for financial services in the 
sector.
Upgrades of RAB credit ratings by leading international 
rating agencies, including «Moody’s Investors Servic-
es» and «Fitch Ratings» are a significant achievement 
in the international area. Current credit ratings re-
confirm RAB as a financial institution of international 
standing and reflect its high level of credit quality and 
investment appeal. The Bank’s overall performance 
has caught the eye of international investors, who 
have eagerly participated in RAB’s ruble and foreign 
currency bond issues. Besides, RAB has a worldwide 
correspondent relations network, including 70 foreign 
banks, which is expected to grow further and open 
new avenues for cooperation and implementation of 
the Bank’s strategy and mission.
The growth achievements of the Bank and its credit 
history provide a solid foundation for future sustained 
growth of lending to agricultural producers and the 
achievement of a greater efficiency of the Bank’s 
operations. RAB will continue to expand its range of 
banking products, to grow and improve the quality 
of credit portfolio, to leverage risk management, to 
diversify funding and to maintain the highest stan-
dards of business transparency. In 2007 RAB expects 
a further increase of the share capital. As stipulated in 
the strategic plan, RAB has an ambitious goal to main-
tain a strong financial profile and become one of the 
leading financial institutions within the top five Rus-
sian banks. There is a good prospect of accelerating 
growth in agribusiness sector and social background 
reconstruction of the rural areas of Russia through the 
development of lending and financial markets in the 
sector. Russian Agricultural Bank has the confidence 
and ability to be a key part of this process.



 CORE ACTIVITY 
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 CORE ACTIVITY 

Russian Agricultural Bank was set up in 2000 under the special Decree of the President of the Russian Federation with the 
mission  to be the conductor of the State credit and financial policy in agribusiness sector, to facilitate a strong performance 
by clients, to invest in the core businesses and technology and to be the basis of the national credit and financial system 
of agribusiness in the Russian Federation.
Development framework of Russian Agricultural Bank is to operate both as a commercial bank providing banking services to 
companies and individuals operating in the agricultural industry and as an agent of the Russian Government participating 
in State programs of support of the agricultural industry.

In 2006 RAB continued to strengthen its positions on the banking market, contributing to the development of the economic 
and social potential of the agribusiness sector. 

The core activities of RAB in 2006 were:

Implementation of the National Priority Project on 
Agribusiness Development;
Capitalization growth;
Asset growth;
Credit support of borrowers’ sowing and harvest 
campaigns;
Investments in the expansion of the agribusiness 
production, its technical and technological modern-
ization, including provision of loans for the purchases 
of agricultural machinery, equipment and pedigree 
animals under their pledge, and also building and 
reconstruction of livestock farms;

Lending and financial support of social and economic 
development of rural areas based on the program 
Sel’skoe podvorie;
Support of financial restructuring of the agricultural 
enterprises;
Recovery of loans extended in 1992 — 2000 from the 
Russian federal budget and extra-budgetary sources 
to legal entities engaged in the agricultural industry; 
Further expansion of the regional branches network.

RAB acts as the State agent for:

Recovering loans extended in 1992 — 2000 from the 
Russian federal budget and extra-budgetary sources 
to legal entities engaged in the agricultural industry. In 
2006 RAB has recovered RUR 905,6 bln. The first part 
of the funds recovered — RUR 208 bln. — was already 
added to the Bank’s share capital;

Realization of the Federal Law On Financial Rehabili-
tation of Agricultural Enterprises;
Financing of grain purchase and commodity interven-
tions (part of the price stabilization program of the 
State). In 2006 RAB extended loans to the total amount 
of RUR 1,2 bln.

The Government’s support of the RAB’s business growth is evidenced by 9 share capital increases since 2000. The latest 
capital increase of RUR 5,9 billion took place in December 2006. Further capital injections are expected in connection with 
the National Priority Project on Agribusiness Development.

Date     New Capital 
(RUR mln.)

Auth. Capital 
(RUR mln.)

Jun-00 375 375

Mar-01 430 805

Jul-01 2 000 2 805

Dec-02 994 3 799

Jun-03 850 4 649

Sep-05 6 121 10 770

Feb-06 493 11 263

May-06 3 700 14 963

Dec-06 5 908 20 871
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First-Rated Banks in Russia in 2006*

No Bank Net assets as of 

01.01.07, RUR

Net assets as of 

01.01.06, RUR

Change in 2006, % No in 2005 Change of No

1 Sberbank 3 470 973,5 2 500 819,5 38,79 1 0

2 Vneshtorgbank 774 341,2 632 034,1 22,52 2 0

3 Gazprombank 713 273,4 434 585,4 64,13 3 0

4 Alfabank 358 502,9 235 626,6 52,15 4 0

5 Bank of Moscow 355 136,0 216 693,1 63,89 6 1

6 Uralsib 294 955,2 224 831,8 31,19 5 -1

7 Rosbank 281 843,8 199 912,0 40,98 7 0

8 RAB 236 983,6 63 002,3 276,15 19 11

In 2006 RAB actively participated in the implementation 
of the social and economic programs for revival and de-
velopment of native agriculture, and in the technological, 
organizational and methodological preparation of the 
main lines of the National Priority Project on Agribusiness 
Development.
RAB is one of the leading financial institutions participat-
ing in the National Priority Project on Agribusiness Devel-
opment, initiated and supervised by President of Russia 
Vladimir V. Putin. The National Project envisages State 
support of the agricultural industry through the develop-
ment of agricultural credit and consumer cooperatives, 
support of the livestock industry, development of lend-
ing secured by agricultural land mortgages and certain 
other measures.
Before 2006, RAB elaborated the required regulatory 
procedures, mobilized required funds, and launched 
the program of accelerated and massive development 
of the regional branches network.
In 2006 RAB dynamically granted loans in the framework 
of the National Priority Project on Agribusiness Develop-
ment. On the average, regional branches granted about 
3-4 thousands loans per week.
Within the framework of the National Priority Project, RAB 
has granted ca. 130 thousands loans for the total amount 
of RUR 70,5 bln., this is 45,1% of the total loan portfolio. 

 

According to the analytical and expert agencies, Rus-
sian Agricultural Bank is one of the most dynamic fi-
nancial institutions in Russia, and one of the leading 

financial institutions in terms of the size of own capital, 
assets, and loan portfolio growth. 

* Data of Russian Business Consulting-daily, as of 01.01.2007
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As of January 1st, 2007 RAB accounts for over 30% of total loans volume and accounts for 62,1%* of total number 
of loans provided by all Russian banks that participate in the National Priority Project in the program on Accelerated 
Development of Livestock Breeding.

* Data of Ministry of Agriculture of the Russian Federation
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* Data of Ministry of Agriculture of the Russian Federation ** Data of Bank of Russia

RAB holds dominant positions in lending to Small and Medium Enterprises («SME’s») with the following market shares:

Individual household plots — 72%;

Farms (peasant farmsteads) — 57%;

Agricultural consumer cooperatives — 67%;

Agricultural credit consumer cooperatives — 90%*.

RAB’s market share in financing agribusiness is rapidly growing. According to the preliminary forecasts it will reach 50% in 2007.
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Retail Sector

Retail service for rural population is a new business 
line for RAB, but it possesses a huge potential. RAB 
provides financial service to about 25% of population 
living in the rural areas of Russia.

As of 1st of January 2007 RAB extended over 162 thou-
sand loans to the total amount of ca. RUR 22 bln. Month-
ly RAB extended RUR 1,8 bln. As of 1st of January 2006 
the share of retail loans in the loan portfolio was below 
1% and as of 1st of January 2007 it reached 13,3%.

Retail Loans Structure

Type of Loan Number of Agreements (thousands) Amount (RUR bln.) Share in Retail Loan Portfolio (%)

Individual household plots 122,0 17,4 80,6

Mortgage loans 0,6 0,3 1,4

Consumer loans 40,0 3,9 18,0

Total 162,6 21,6 100,0

In the year under review RAB became one of the leading banks by retail service and is ranked 14 among other banks 
in Russia. With regard to deposit growth RAB is ranked number 2*.
Retail loans to individual household plots owners are covered by State support within the National Priority Project on 
Agribusiness Development. As of 1st of January 2007 RAB extended 122 thousand loans to the total amount of RUR 
17,4 bln. targeted to finance:

Livestock and poultry — 59 %;
Building, reconstruction and refurbishment of farms 
buildings — 10%;

Purchase of equipment and machinery — 15%;
Mineral fertilizers — 10%;
Other — 6 %.

Consumer and mortgage loans are highly demanded 
products in retail market. In 2006 RAB extended 39,4 
thousand loans to the total amount of RUR 4,3 bln. 
Loans were granted for mini tractors or trucks pur-
chase, building of farmsteads, reconstruction and 
refurbishment of real estate, livestock purchase, en-

gineering home improvement, houses gasification, 
purchase of household devices, etc.

In 2007 retail sector service development will be one 
of the key objectives impacting on overall growth 
of the Bank.

* Data of Russian Business Consulting News Agency
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MISSION, STRATEGY AND OUTLOOK FOR 2007

Mission of Russian Agricultural Bank

Implement governmental finance and credit policy in 
the agribusiness and in rural areas in Russia;

Facilitate domestic and foreign investment in the 
agribusiness sector of Russian economy.

Strategy and Outlook for 2007

Core Activity

Maintain the leading position in lending to agribusiness;

Finance procurement of modern agricultural machinery 
and equipment;

Develop lending to individuals residing in small towns 
and rural areas;
Develop land mortgage system in Russia.

Medium-term Goal

Become one of the leading financial institutions among Top 5 Russian banks through applying the best international 
practices and technology.

Financial Profile

Maintain a strong financial profile and competitive 
position;
Diversify operations in various regions and agricultural 
sub-sectors;

Develop and grow customer accounts/deposits and fee 
and commission income.

Corporate Development

Implement modern banking and IT technologies to 
achieve efficiency growth and high quality service;

Develop professionalism of the personnel and main-
tain unified high standards of performance across 
the whole branch network in order to ensure good 
banking practice standards of clients service.





 MARKET POSITIONING  
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RUSSIAN FEDERATION: SELECTED ECONOMIC INDICATORS 1999-2007 (forecast)* 

* Data of Ministry of Economic Development and Trade of the Russian Federation

In 2006 there were positive changes in the expert 
evaluations of the Russian investment climate.
Thus, Fitch Ratings upgraded Russia’s credit rating to 
«ВВВ+», Standard & Poor’s also upgraded Russia’s 
long-term foreign currency rating to «ВВВ+».
According to the data of the consulting company A.T. 
Kearney, Russia is rated 6 in terms of foreign direct in-
vestment appeal index, following China, India, United 
States, United Kingdom and Poland.
Besides, based on the results of the independent poll 
among foreign companies of various branches of econ-

omy on the issue of Russia’s investment appeal con-
ducted in 2006 by Advisory Council on Foreign Invest-
ment in Russia, Russia’s image for potential investors 
has improved notably. Thus, 94% of investors present in 
the Russian market estimate their business as success-
ful and plan to expand their activity in Russia in years 
to come (in 2005 — 78%, respectively). Two main ad-
vantages of investing in Russia were identified: capacity 
and depth of the Russian market and high growth rates 
of the Russian economy.

MARKET POSITIONING  

Economic indicator 1999 2000 2001 2002 2003 2004 2005 2006 2007F

GDP, bln. $ 195,9 259,7 306,6 345,0 431,5 589,0 763,2 965,0 1 130,0

GDP growth, % yoy 6,4 10,0 5,1 4,7 7,3 7,1 6,4 6,7 6,0

Manufacturing production growth, % 

yoy

11 11,9 4,9 3,7 7 7,3 4 5 4

Private consumption growth, % yoy -2,9 7,3 10,1 8,5 7,5 11,3 11,1 11 10,5

Capital stock investment growth, % 6,4 18,1 10,2 2,8 12,8 10,8 10,5 10,9 9

Budget surplus (deficit)/GDP, % -1,2 2,4 3,0 1,8 1,7 4,2 7,7 6,5 4,4

Trade balance, bln. $ 36,0 60,2 48,1 46,3 60,5 87,1 120,2 155,8 141,0

Current account, bln. $ 24,6 46,8 33,9 29,5 35,9 60,1 86,6 112,0 90,0

Foreign debt/GDP, % 93,3 65,1 50,5 43,8 39,3 34,0 31,0 27,7 26,5

Russian agricultural industry stimulated by the governmental programs is progressing steadily. The import of 
foodstuffs and primary products is decreasing, while at the same time the import of agricultural machines and 
equipment is growing.

Data of «AgroFakt» agency:

 As of March 7, 2007, alongside with the obvious de-
crease in volumes of the imported agricultural goods 
the import of the agricultural equipment in Russia in-
creased by 53% in 2006 on the whole and amounted 
to $1 385 mln. (as compared to $903 mln. in 2005). 
Machinery from Germany (33,6%), United States 
(15,5%) and Ukraine (7,7%) accounted for the major 
part in the structure of imports at year-end 2006.

 
In 2006 2 618 combine harvesters were imported to 
Russia to the total amount of $290,6 mln. (as com-
pared to $226,1 mln. in 2005), 6 234 tractors of ag-
ricultural use were imported to the total amount of 
$241,1 mln. (compared to $126,9 mln., respectively), 
imported agricultural adapters totaled $280,2 mln. 
(compared to $ 168,7 mln.), other imported equip-
ment for the agricultural sector totaled $473,1 mln. 
(compared to $321,8 mln.) and imported spare parts 
totaled $100,5 mln. (compared to $59,2 mln.).

In 2006 the Russian economy maintained high growth rates, typical of the previous 3-year period.
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Capital stock investment gains structure in the main sectors of the economy (in %) * 

* Data of Ministry of Economic Development and Trade of the Russian Federation  

Capital stock investment gains 2004 2005 2006

All types of business activity in total 11,7 10,7 13,5

Extracting sector 0,7 0 3,8

Transport 2,4 4,6 2,8

Agricultural sector 0,3 0,6 1,4

Education, health care, public utilities and social 

services

0,7 0,9 1,0

Real estate 2,5 0,3 0,8

Construction - 0,9 0,3 0,6

Trade 0,3 0,8 0,5

Communications 1,1 0,9 0,5

Metal manufacture 1,2 0,6 0,3

Machine-building 0,2 - 0,1 0,3

Energy sector 1,3 0,3 0,3

Others 1,7 1,4 1,0

Investments in the agribusiness sector are growing at a 
high rate and in 2006 the increase was 56% (as com-
pared to 2005) and amounted to almost RUR 250 bln. 
Such growth is related to increased profitability of in-
vestments on the whole, implementation of the national 
projects, development of material and technical base. 

Capital stock investments in the agricultural sector and 
food industry accounted for 1,4 points of the aggregate 
growth rate of investments into the economy (as com-
pared to 0,6 points in 2005), largely on the account of 
purchase of machines and equipment.
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The main goal of Russian agro-industrial policy is growth 
and accelerated development of agricultural production 
based on competitive market principals and improve-

ment of living standards in rural areas. Due to the imple-
mentation of successful strategy the entire sector has 
consequently seen improved efficiency and productivity.

Russian Agricultural Bank is the key element in imple-
menting the Government’s initiative on providing sub-
sidized loans to the sector. It has also given extensive 
advice on restructuring outstanding bad debts within 
the sector.
Starting from the beginning of 2007 Russian Agricultural 
Bank as the only agricultural state-owned bank, is ex-
pected to play a considerable role in implementing the 
new Federal Law «On agricultural development» that was 
signed by the President of the Russian Federation on the 
29th December 2006. The Law provides for the Federal 
support of the agricultural development and allows fi-
nancing of particular activities from the Federal budget. 
The Law provides for the reimbursement of 2/3 of the in-
terest expenses of the borrower by the Federal budget and 

1/3 — by regional budgets and fixes tenor of 5 years for 
particular agricultural loans.
Legislative reforms of 2006 are likely to contribute to the 
further improvement of the investment climate in Russia. 
In accordance with new national banking legislation (Fed-
eral Law of 29th December 2006 № 247-FZ «On the chang-
es introduced to Articles 50.36 and 50.39 of the Federal 
Law «On Credit Institutions Insolvency (Bankruptcy)» and 
to Article 72 of the Federal Law «On the Central Bank of the 
Russian Federation (Bank of Russia)») Russian banks are 
empowered to widen the number of sources available for 
increasing their capital. This change involves subordinated 
debt capital instruments used by banks world-wide, i.e. so 
called Lower and Upper Tier II capital instruments, as well 
as innovative core capital instruments.

* Data of Ministry of Agriculture of the Russian Federation
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As a result, Russian Agricultural Bank occupies an agribusiness lending niche in the market, which makes it hard for 
other banks to compete with it directly:

At the same time, according to the data of the «Bank-
er» magazine, RAB has joined world’s 1000 largest 
banks in terms of capital and it is ranked 729 (the 
rating included only 22 Russian banks). High in-
ternational ratings characterize RAB as a financial 

institution of the international standing and reflect the 
high level of the Bank’s investment appeal. RAB’s in-
ternational ratings allowed it to be included in the list 
of financial institutions, whose debt instruments are 
accepted by the Bank of Russia as collateral.

Target clientele — small and medium size agro-in-
dustrial producers and processors;
Country-wide branch network (matched only by that 
of Sberbank);

Deep knowledge of agribusiness lending and exper-
tise in financing in rural areas;
Policy role as a basis of the national credit and financial 
system for agribusiness in the Russian Federation.

Russian Agricultural Bank is one of the top 10 Rus-
sian banks in terms of capital (Rating of the «Profile» 
magazine); 
RAB is ranked 7 in terms of shareholder equity (Rat-
ing of the «Profile» magazine);
RAB is ranked 8 in terms of assets (Russian Business 
Consulting data);

RAB has the second largest branch network (Russian 
Business Consulting data);
The Russian Government and local authorities pro-
vide support to the regional presence of RAB;
In 2006 the number of RAB regional offices increased 
by a record number of 450.

Russian Agricultural Bank has a unique position in the Russian market because of its: 

Special status and the solid financial results of Russian Agricultural Bank make the Bank quite recognizable in the 
international banking landscape.



 RECORD LOAN PORTFOLIO AND ASSETS QUALITY 
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RAB’s credit policy stipulates that at least 70% of its 
loan portfolio should consist of loans to borrowers in the 
agricultural industry and related sub-sectors. This high 
degree of specialization has allowed RAB to develop ex-
pertise in lending to agricultural producers, agricultural 
commodity traders, food processing enterprises and 
other companies that produce goods for, or provide ser-
vices to the agribusiness. RAB’s market niche allows it 
to operate in an environment in which there is relatively 
little competition from other banks for loans to borrow-
ers operating in the agricultural industry, particularly 
small businesses and individuals.

RAB participates in a range of programs of the Russian 
Government to support the agribusiness and related 
sub-sectors. RAB’s participation in such programs 
includes lending for grain purchase interventions, 
providing loans to agricultural consumer and credit 
cooperatives and lending secured by mortgages on 
agricultural land plots. RAB also focuses on financ-
ing purchases of modern agricultural machinery and 
equipment and has recently begun to place a greater 
emphasis on making consumer loans to individuals re-
siding in small towns and rural areas in Russia who are 
involved in agricultural production.

RECORD LOAN PORTFOLIO AND ASSETS QUALITY 

In 2006 the scale and quality of RAB operations increased considerably. Some of important developments for the 
Bank over the course of 2006 were:

Participation in the National Priority Project on Agri-
business Development as one of the main parties 
to this government program;
Material buildup of the capital base;
High rate of growth of the volumes and sources of 
raised funds; 
Considerable growth of the credit portfolio and in 
particular of long-term loans;

Broadening of the range of loan products offered 
by the Bank to its customers;
Multi-level support of the small farms and enterprises 
in rural areas;
Considerable growth of the regional branch network;
Dynamic consolidation of the financial position.
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Key Results

In 2006 RAB continued its expansion into the rural areas 
and as of 1st of January 2007 its share in agribusiness fi-
nancing in the Russian banking system reached ca. 40%. 
RAB’s loan portfolio has increased 3,5 times and reached 
RUR 156,4 bln. The number of credits granted by the Bank 
in 2006 was 186 thousands, this is substantially more than 
17,7 thousands loans for the total amount of RUR 54,9 bln. 
extended by the Bank in 2005.
Within the framework of National Priority Project on Agri-
business Development RAB has extended over 130 thou-
sands credits to the total amount of RUR 70,5 bln.
The best results were shown in investment portfolio (loans 
over 1,5 year). The portfolio reached RUR 70,2 bln., that ac-
counts for ca. 45% of the total credit  portfo lio.

Targeted split of 30% long-term to 70% short-term loans has 
been achieved in line with management goals in the begin-
ning of the year. As of 1st of January 2007 long-term loans 
(>3 years) comprised almost 50% of the credit portfolio. 

RAB’s loan portfolio is well diversified geographically. Nat-
urally, majority of loans are granted to RAB’s customers 
in agricultural regions. 

The quality of the loan portfolio was not impacted by its growth. In addition, the proportion of the credit assets to custom-
ers with generated good credit history grew significantly resulting in a stronger basis for the improvement of asset quality. 
As of January 1st, 2007 non-performing loans (NPL) constituted only 0,7% compared to 1,12% as of January 1st, 2006.
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Credit Portfolio Structure

Agribusiness is the main recipient of loans from the 
Bank, it accounts for over 80% of the loan portfolio. 

The main part of the loan portfolio was extended to agricultural producers (these included individual household plots).
Following is the breakdown of the part of the loan portfolio of the Bank, allocated to the agribusiness sector: 

The breakdown of the RAB’s loan portfolio reflects its stra-
tegic role in lending to the Russian agribusiness sector and 
the credit policy stating that at least 70% of lending is to 
be made in this sector. Agribusiness itself is very well di-
versified, it includes crops and perennial plants, growing 
cereals, edible oils, feed crops, potato and vegetable grow-
ing, livestock, pig breeding, poultry, fur-bearing animals, 
fisheries and enterprises for harvesting and processing of 
maritime biological resources in coastal regions and inland 
water reservoirs, reclamation of agricultural lands, etc. 

The most demanded products offered by RAB in 2006 
were investment credits for construction, reconstruction 
and refurbishment of animal breeding farms, purchase 
of modern machinery and equipment, pedigree live-
stock and perennial planting. Among the most request-
ed types of crediting were loans to individual household 
plots owners, consumer lending to rural population in 
the framework of the implementation of the Federal Pro-
gram on the social development of rural areas and im-
provement of life quality of rural population. 



36 Russian Agricultural Bank

 

Subsidies. RAB’s clients - agricultural producers partici-
pate in Federal and regional programs under which they 
receive reimbursement of the paid interest rate in the 
form of subsidies from the Federal and/or regional bud-
gets for a part of their interest costs. 

Subsidies calculation is based on the Bank of Rus-
sia interest rate, where federal subsidies cover 2/3, 
regional subsidies - up to 1/3.

Adequate insurance of assets provided to the Bank 
as collateral for loans is an important part of the 
lending process.
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Strategic lines of banking operations in 2006 were 
governed by the objectives to provide credit and finan-
cial support to the agricultural producers, to support 
reconstruction of the country’s agricultural production 
potential and improvement of the socio-economic en-
vironment in the rural area and the strengthening of the 
national food security. 
Agricultural producers, food and processing enter-
prises including personal household plots were 
granted over 135 thousands loans for the amount 
over RUR 130,7 bln., four times more compared to 
the previous year.

Funds Growth and Diversification 

In 2006 RAB considerably strengthened its funding 
base by increasing proprietary funds (capital) and 
raised sources — client accounts, deposits, deben-
tures — bonds, promissory notes, interbank loans. RAB 
achieved significant growth of funds by sources, instru-
ments and terms. The total volume of the funds raised 
as of 1st of January 2007 was RUR 161,5 bln., this is 3 
times more compared to 2005. In spite of high growth 
rates funds are well diversified. 





 INTERNATIONAL ACTIVITIES
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Large-scale international activities of Russian Agricultural 
Bank in 2006 demonstrate its new level of development 
and its recognition by the world financial institutions and 
international investors as a reliable partner in the area of 
banking services, export-import transactions of agricul-
tural products and equipment and international settle-
ments. 

Ratings

An important event of the year was an upgrade of RAB rat-
ings by the international rating agencies Fitch Ratings and 
Moody’s Investors Service. 
In 2006 Fitch Ratings upgraded Russian Agricultural 
Bank’s Issuer Default rating twice.
First, on 28th April 2006 RAB’s Issuer Default rating (IDR) 
was upgraded to «BBB» from «BBB-« and National Long-
term rating to «AAA(rus)» from «AA+(rus)», both Outlooks 
remained Stable.
Second, on 27th July 2006 Fitch upgraded IDRs of RAB to 
«BBB+» from «BBB» with a Stable outlook following the 
upgrade of the Russian sovereign foreign and local cur-
rency IDRs to «BBB+» from «BBB». At the same time Short-
term rating was upgraded to «F2» from «F3». Russian Agri-
cultural Bank was among 10 Russian banks that followed 
the upgrade of the Russian sovereign ceiling. This decision 
reflects Fitch’s view of the Russian authorities’ improved 

capacity to support RAB if required. After the annual meet-
ing, on 5th September 2006 Fitch has upgraded Individual 
rating to «D» from «D/E». 
As a result ratings assigned by Fitch are Issuer Default rat-
ing «BBB+», National Long-term rating «AAA(rus)», Short-
term rating «F2» and Individual «D».
Ratings assigned by Moody’s are: Long-term «Baa2», 
positive; Short-term «Prime-2», stable; Financial strength 
«E+», stable; National scale «Aaa.ru» long-term and «RUS-
1» short-term.
The ratings confirm the credit quality of RAB as a stable 
financial institution of international standing and reflect 
its high level of investment appeal. 

Capital market 

The Bank’s overall performance earned it repeated up-
grades from the leading rating agencies and caught the 
eye of international investors, who have eagerly partici-
pated in RAB’s ruble and foreign currency bond issues. 
RAB successfully develops the market of its own obliga-
tions and has become one of 20 Russian banks whose 
bonds are accepted by the Bank of Russia as collateral. 
In 2006 RSHB Capital S.A. (SPV) organized the following 
placements of the notes with the sole purpose to finance 
loans to RAB:

INTERNATIONAL ACTIVITIES

Issue Ratings Moody’s/ Fitch Date Maturity Amount, USD

LPN Baa1 / BBB+

Baa1/BBB+

18.11.2005 29.11.2010 250 000 000

LPN 10.02.2006 29.11.2010 100 000 000

LPN (EMTN) A3 / BBB+ 11.05.2006 16.05.2013 700 000 000

Subordinated issue of LPN Baa1 / BBB 19.09.2006 19.09.2016 500 000 000

The success of the Eurobond issuances is determined by the well-defined strategy, the bank’s expertise in the capi-
tal markets and the solid support that RAB offers to the Russian Government, acting as its key agent in providing 
services to the agribusiness sector. 
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Foreign trade

To satisfy its clients requirements for financing of foreign 
trade operations RAB actively develops cooperation with 
first-rate foreign credit organization and expands its ac-
tivities in the area of correspondent relations. 
As of 1st January 2007 RAB established correspondent re-
lations with more than 70 foreign banks, this is 1,5 times 
more compared to 2005. RAB has concluded 33 agree-
ments with foreign banks, that is significantly more than 
in 2005. In 2006 RAB expanded its network of foreign 
banks — partners in foreign trade operations. Nowadays 
among RAB partners are banks from Austria, Belgium, 
Czech Republic, Denmark, France, Germany, Great Britain, 
Hungary, Japan, Israel, Italy, Mongolia, the Netherlands, 
Spain, Sweden, Switzerland, USA and others. 
RAB develops project, structured and investment finance 
programs. World Bank, International Monetary Fund, Euro-
pean Bank for Reconstruction and Development and Inter-
national Finance Corporation are cooperation partners in 
developing these programs.
In 2006 a number of foreign banks established credit lines 
on RAB for the total amount of about $100 mln. 
The Bank established a trade facilitation program de-
signed to provide support to its clients in servicing for-
eign trade activity. RAB operates a wide range of trade 
finance and forfeiting instruments facilitating export and 

import operations of Russian companies. Structured trade 
and commodity finance is a growing business cluster for 
the bank. RAB is also accredited by major ECAs worldwide 
and has a number of CGF (credit guarantee facility) lines 
in operation.
Accreditation of the Bank by leading credit export agen-
cies allows it to attract affordable financial resources for 
the financing of the structured trade contracts. The num-
ber of the ECA’s partners of the Bank in different countries 
is growing and has reached 19 as of 1st January, 2007.

Export Credit Agencies — partners of the Bank:

ASHRA Israel, ATRADIUS Netherlands, CESCE Spain, CO-
FACE France, ECGD UK, EDC Canada, EGAP Czech repub-
lic, EKF Denmark, EKN Sweden, ERG Switzerland, Ex-Im 
Bank USA, Eurler Hermes Germany, FINNVERA Finland, 
IFTRIC Israel, KUKE Poland, OeKB Austria, ONDE Belgium, 
NEXI Japan, SACE Italy, Sinosure China.
An important achievement of RAB was the approval of 
the transaction with Deere Credit by US Ex-Im Bank. This 
transaction contributed substantially to the establish-
ment of high level of confidence of the American inves-
tors in RAB, that  played positive role for the placement 
of LPN in May 2006. 

RAB noticeably strengthened its positions as a leading supplier of the services in the area of export-import operations 
in agribusiness. In 2006 the volume of documentary operations such as LC and guarantees grew substantially in the 
following areas:

Project finance of end-use borrower;
Short-term and long-term crediting of export-import 
operations;

Trade finance of agricultural machinery and processing 
equipment, as well as pedigree livestock purchases;
Pre-export financing.

These operations provide RAB with additional non-interest income. 

In 2006 RAB has issued about 70 Letters of Credit to the 
total amount of ca. $79,2 mln. — in 2005 only 8 LC to the 
total amount of $6,3 mln. RAB advised 136 guarantees to 
the total amount of $98,9 mln. — in 2005 14 guarantees 
to the total amount of $7,4 mln. Altogether in 2006 docu-
mentary operations increased 9 times by the number and 
13 times by the amount as compared to 2005. 

As of end 2006 RAB established credit lines for docu-
mentary operations for the total amount of $100 mln. 
Such lines allow RAB to execute transactions with for-
eign counterparties with a major benefit to the cus-
tomer; they also contribute to the expansion of the in-
ternational activities and raising foreign investments 
in the Russian economy.
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Investors relations

RAB has developed a worldwide investors relations net-
work and the Bank is recognized as a regular and trusted 
partner of international, as well of local, banks and insti-
tutions. 
In 2006 RAB concluded 11 agreements with first-rate for-
eign banks for raising funds to the total amount ca. $1,3 
bln. High international ratings, positive credit history, au-
dited IFRS reports and regular presence in international 
markets, confirm a high level of recognition of the Bank by 
international investment community.   
The number of foreign financial institutions — partners of 
the bank is expected to grow and open new direct opera-
tional banking channels. 
 

Membership

An important role in international relations in 2006 played 
the participation of the Bank in the activities of the Confe-
deration Internationale du Credit Agricole (CICA). Yuri V. 
Trushin, Chairman of RAB Executive Board is a constant 
member of CICA Central Committee.
Within the framework of CICA Russian Agricultural Bank 
developed a cooperation plan with one of the leading fi-
nancial institutions targeted to develop relationships and 
international experience exchange in the area of banking 
services to agricultural enterprises. One of the compo-
nents of the general plan is an advanced training program 
for regional branches directors that was launched in De-
cember 2006.  
In 2006 RAB became a member of the U.S.-Russia Business 
Council (USRBC). The Bank also participates in the U.S. De-
partment of Agriculture’s export credit guarantee program 
(GSM-102) and is a member of The Russia-China Business 
Council (RCBC). Such memberships allow RAB to take ad-
vantage of additional potential for business development, 
strengthening of relations with international organizations 
and investment funds, establishment of new business 
contacts and to obtain and analyze market information.

In July 2006 Russian Agricultural Bank joined «The Top 
1000 World Banks», an influential list published by «THE 
BANKER» magazine. RAB became number 729. The num-
ber of Russian banks in the list was only 22. 

No Bank

82 Sberbank

122 Vneshtorgbank

254 Gazprombank

369 International Industrial Bank

437 Alfa Bank

511 Rosbank

513 MDM Group

516 Bank of Moscow

581 Vnesheconombank

638 National Reserve Bank

659 Nomos Bank

699 Russian Standard

725 Globexbank

729 Russian Agricultural Bank

731 Promsvyazbank

744 UralSib

801 Ak Bars Bank

819 Bank Petrocommerce

869 International Moscow Bank

881 Bank «Russian credit»

In the September 2006 issue of New York based «Institutional Investor» magazine, RAB with its USD 800 million 
became top Russian debt issuer in the foreign bond markets.

RAB’s success on the international scene was recognized by a number of international awards. In November 2006 
two international awards were conferred upon Russian Agricultural Bank. «European Quality Award» was bestowed 
upon the Bank for its work to achieve high quality of bank services in accordance with European standards. Yuri 
V. Trushin, Chairman of the Board, became laureate of the «United Europe Award» for personal contribution to the 
development of European integration. The ceremony was organized by the Europe Business Assembly (EBA), an 
independent international project development and management organization situated in Oxford, United Kingdom, 
which stages multinational events in Europe. 

Achievements and Awards on the International 
Scene





 CORPORATE GOVERNANCE
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One of the main goals of Russian Agricultural Bank is to 
render to clients tailor-made products that closely match 
their needs and concerns, and to enable them to become 
long-term partners in a structure built on the values of prox-
imity, responsibility and solidarity.
From the moment of its creation, this ambition and these 
values have underpinned the development of RAB and its 
regional bodies with an ongoing concern for adopting cor-
porate governance and management rules of operation and 
action by making transparency and efficiency a priority.
RAB’s policy of the governance is directed towards the ful-
fillment of long-term strategic goals and a positive evolu-
tion of financial results.
One of the key objectives set by RAB is the achievement 
of high international standards of corporate management 
and business ethics. Business processes and procedures 
in the Bank are designed to ensure the compliance with 
laws, rules and regulations.

During the year under review RAB continued to put into 
practice comprehensive measures to further improve the 
system of the corporate management, amid continuous 
evolution and regional expansion of the Bank. The process 
of business planning was improved. The organizational 
and functional structure was streamlined to facilitate the 
coordination between units.
The highest level of management and the ultimate decision 
making body of Russian Agricultural Bank is the General 
Shareholders’ Meeting. This is followed by the Supervisory 
Board which is responsible for general supervision of RAB 
activities, including strategy and policy coordination. The 
Supervisory Board appoints Chairman of the Executive 
Board that is the sole management body of RAB and elects 
members of the Executive Board which is a collegiate man-
agement body. Chairman of the Executive Board presides 
at meetings of the Executive Board and together with the 
latter is responsible for day-to-day operations of RAB.

CORPORATE GOVERNANCE

Supervisory Board

Chairman of the Supervisory Board

Alexei V. Gordeev                 Minister of Agriculture

Members of the Supervisory Board

Dmitry B. Aratsky  First Deputy Chairman, Federal Agency on Federal Property Management
Vladimir S. Belov  Department Head, Ministry of Finance
Elena V. Fastova  Department Head, Ministry of Agriculture
Andrey N. Klepatch Department Head, Ministry of Economic Development and Trade
Vitaly V. Morozov  Department Head, Ministry of Agriculture
Anna V. Popova  Department Head, Ministry of Economic Development and Trade
Alexei L. Savatugin Department Head, Ministry of Finance
Yuri V. Trushin  Chairman of RAB Executive Board and CEO
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Executive Board

From the left to the right:

Stanislav G. Baranov Deputy Chairman of the Board
Valentin L. Kondyurin Deputy Chairman of the Board
Arkady G. Kulik Deputy Chairman of the Board
Igor N. Baginsky Deputy Chairman of the Board
Viktor N. Khlystun Deputy Chairman of the Board
Yuri V. Trushin Chairman of the Board and CEO
Alexander S. Belyakov Deputy Chairman of the Board
Sergey A. Smirnov Member of the Board, Moscow Regional Branch Director
Oleg V. Nikonov Member of the Board, Chief Accountant
Oleg U. Avis Member of the Board, Expert and Analytical Service Director
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Committees

The special committees under the Executive Board are the decision-making bodies of Russian Agricultural Bank.

ALCO Committee

RAB ALCO Committee is headed by Chairman of the 
Executive Board and includes Deputy Chairman of the 
Board supervising RAB liabilities, Treasury Director, 
Deputy Chairman of the Executive Board supervising 
Credit Department, Risk Management Director, Finance 
and Tax Director, Chief Accountant, International Op-
erations Director, Debt Capital Market Director Legal 
Counsel, Planning Director.
ALCO Committee meets at least once a week and reviews 
proposals to be considered by the Executive Board and 
prepares materials for the Executive Board on such mat-
ters as the implementation of RAB risk policy, adoption 
of internal procedures for financial risk management, ap-
proval of new funding terms that is provided to RAB and 
the use of such a funding.
ALCO Committee also performs other functions, includ-
ing setting limits for branches, within the scope of its 
responsibilities delegated by the Executive Board.

Credit Committee

RAB Head Office Credit Committee is composed of a 
Deputy Chairman of the Executive Board, who serves as 
Chairman, Deputy Chief Accountant, Risk Management Di-
rector, International Operations Director, Funds Manager, 
Legal Counsel and Finance and Tax Director.
Credit Committee meets as often as three times a week, 
as needed. Credit Committee is responsible for approving 
the terms of individual credit transactions and elaboration 
of proposals to improve RAB credit policy. This includes, 
inter alia, establishment and modification of the criteria 
used by RAB in asset quality analysis and classification by 
risk category, development of provisioning procedures.
In addition to Head Office Credit Committee, RAB has 
regional branches credit committees as well as credit 
committees at the additional offices level that approve 
individual loans terms in regional branches and addi-
tional offices, respectively. Credit committees of regional 
branches also approve credit transactions of additional 
offices in excess of their established credit limits.

Technology Committee

Technology Committee is mainly responsible for considering matters, coordination of works and settlement of dis-
putes arising from design and introduction of brand new banking products and services and information technologies 
supporting them, including:

Forming of information technology development 
strategy;
Perfection of existing and development of new 
banking technologies;

Purchase, development and introduction of new sys-
tem and technical tools for the purposes of Bank’s 
management of technologies modernization.

The Committee is set up by the decision of the Executive Board and the representatives of the following units belong 
to it: Accounting Department, IT Department, Credit Department, Operational Department, Planning Department, 
Security Department, Finance and Tax Department.

Branch Network Development Committee

Branch Network Development Committee is responsible 
for forming of an effective regional branch network man-
agement system and within the limits of its powers con-
siders and makes decisions relating to RAB’s strategy of 
regional branch network development.

Members and Chairman of the Branch Network Develop-
ment Committee are appointed by the order of Chairman 
of the Executive Board.
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Internal Audit

Internal Audit is the main part of the system of RAB con-
trol bodies and an independent unit of the system. Inter-
nal Audit is accountable to and controlled by RAB Super-
visory Board.
The key objectives of Internal Audit’s activity are evalua-
tion of the Bank’s activities efficiency and risks mitigation. 
The body also controls the fulfillment by the staff of the 
Bank of its duties, the requirements of the legislation in 
force, including decrees and orders of the President of the 
Russian Federation, resolutions of the Russian Govern-
ment and regulations of the Bank of Russia, and standards 
and norms of business ethics and the Bank’s internal 
documents, which determine the policy of the Bank and 
regulate the operations of RAB.
The head of Internal Audit is appointed and dismissed by 
RAB Supervisory Board. Only a person with a working ex-
perience in banking institutions of not less than 5 years 
can be appointed to the position of Internal Audit Head. 
The head of Internal Audit cannot simultaneously manage 
any other units of the Bank. Combination of work in Inter-
nal Audit with work in other divisions is also prohibited.

The head of Internal Audit in his/her day-to-day activi-
ties is under control of the Chairman of the Executive 
Board and reports directly to the Chairman. Internal 
Audit personnel reports and is accountable to Internal 
Audit Head. Employees are appointed and dismissed by 
Chairman of the Executive Board as advised by Internal 
Audit Head.
Internal Audit acts in accordance with an annual audit 
plan subdivided into quarterly plans. The annual plan 
is subject to the approval by the Supervisory Board. A 
quarterly plan is composed in a framework of the an-
nual plan and is subject to the approval by the Executive 
Board.
Subject to RAB Internal Audit Regulations employees of all 
the units of the Bank are to render assistance to the staff 
of Internal Audit in the performance of its functions.
In 2006 regular and special audits were conducted over 
key projects such as contracted deposits and deposit 
agreements, NPL, deferred and prepaid expenses, ac-
counting of intangible assets. The Bank carried out on-
site audits on the regional branches level.



 RISK MANAGEMENT  
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The results achieved by Russian Agricultural Bank in 2006 
are backed by the management of financial risks that is 
one of the essential components of sustainable and suc-
cessful operations. RAB has developed a comprehensive 
risk strategy covering the evaluation, monitoring and man-
agement of the size and concentration of risks, arising 
from the activities of the Bank. The principal categories of 
risk inherent in the Bank’s business are credit risk, market 
risks (including foreign currency risk, interest rate risk and 
securities portfolio risk), liquidity and operational risks.

The Bank’s risk management is based on the principle 
of the separation of duties between departments per-
forming risk assessment and business units involved in 
risk-related operations. 
The risk management function is vertically organized 
and is performed in a centralized manner. The Bank 
established and improved the monitoring process in 
the entire bank and adopted different approaches to 
strike a balance between risk management and risk 
exposure.

RISK MANAGEMENT  

The main stages of the risk management process include the following:

Risks identification;

Qualitative and, if necessary, quantitative assessment 
of specific risks;

Setting aggregate risk thresholds and risks levels with 
regard to specific instruments and counterparties;

Approval of levels of risk, generated by specific trans-
actions and, where necessary measures to mange 
and reduce the risk exposures;

Compliance monitoring of the established risk limits;

Compliance with the Bank of Russia requirements.

Credit Risk

The Bank had developed a set of policies and procedures 
for credit risk management. It includes limits on portfolio 
exposures and monitoring and managing risks through 
the centralized risk management system. RAB manages 
its overall credit risk by establishing limits on risk expo-
sures to individual borrowers and groups of related bor-
rowers. The system also sets limits for maximum coverage 
provided by individual insurance companies in respect of 
the loans collateral. RAB has restrictions for the types of 
banking operations where it can be engaged.
Most of the Bank’s exposure to credit risk is concentrated 
in agricultural industry. However, the credit risk on ag-
ricultural industry is diversified through wide spread of 
borrowers across Russian regions and through different 
types of agricultural borrowers.
In order to reduce exposure to the credit risk of borrow-
ers from specific regions and to limit risks relating to per-
formance of the agricultural industry in different regions 
of the Russian Federation, RAB sets aggregate limits for 
loans issued at the regional branch level as well as limits 
for certain types of loans made at the regional branch lev-
el. RAB also sets the lending limits for lending operations 
of RAB’s additional offices.
In the event the amount of a requested loan exceeds a 
lending limit set for an additional office, a loan applica-
tion is transferred for review and approval to a regional 
branch. If a loan amount exceeds a lending limit set for 
a regional branch, a loan application is transferred for 

review and approval to RAB Head Office. Lending lim-
its are approved by the Supervisory Board and are re-
viewed on a regular basis.
In view of the importance of appropriate risk manage-
ment RAB, along with establishing of limits for its addi-
tional offices and branches, provides loans secured by 
the mortgage of agricultural land; it also accepts guaran-
tees from leading Russian companies.
The credit policy differentiated by geographic, region-
al economic, credit and operating environment, bor-
rower size and regional concentration is integrated in 
credit risk management system. Post-disbursement 
management in particular has allowed Russian Agri-
cultural Bank to achieve sound results in NPL levels.

Market Risks

The goal of the Bank’s market risk management policy 
is to limit and reduce the amount of possible losses that 
may be incurred by the Bank as a result of its operations 
due to negative changes in exchange rates, interest rates 
and performance of equity and debt capital markets.
RAB manages market risks by setting limits on maximum 
exposures for specific instruments and potential losses 
for several types of operations in the open market. The 
Bank also manages its risks by diversifying a range of 
financial instruments used to hedge market risks and 
manage its short-term liquidity.
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The Bank uses VAR (value-at-risk) analysis to as-
sess currency risk and securities portfolio risk and 
to minimize potential losses. VAR analysis estimates 
the potential loss from adverse market movements, 
assuming a specified time horizon before positions 
can be adjusted and measured to a specific level 
of confidence. VAR analysis estimates are based on 
historical, parametrical and random numbers simu-
lation that involves assessing the impact of historic 
market movements on current positions. The choice 
of optimal model depends on the assessment of the 
movement of the rates.

Liquidity Risk

Liquidity risk is the risk of mismatches between maturi-
ties of assets and liabilities. The Bank is exposed to dai-
ly calls on its available cash resources from overnight 
deposits, current accounts, maturing deposits, loan 
draw downs, guarantees and from margin and other 
calls on cash settled derivative instruments. RAB does 
not maintain cash resources to meet all of these needs 
as experience shows that a minimum level of reinvest-
ment of maturing funds can be predicted with a high 
level of certainty.
RAB’s liquidity risk management is split into:

management of current and short-term liquidity (up to 
30 days); and

management of medium-term (from 30 days up to 1 
year) and long-term (over 1 year) liquidity (strategic 
liquidity management).

The liquidity risk management process includes analy-
sis of actual values and dynamics of mandatory liquid-
ity ratios and risks taken by RAB by raising and placing 
funds, evaluation and management of RAB’s liquidity 
in terms of the assets and liabilities structure, analysis 
of mismatches between RAB’s assets and liabilities 

and evaluation of RAB’s cash flow position to deter-
mine the net liquidity position on a daily basis.
Liquidity is managed through purchases and sales of se-
curities, interbank borrowing and lending and intraday 
and overnight borrowing from the CBR. RAB also issues 
debt instruments to manage its liquidity.

Operational Risk

RAB defines operational risk as the risk of loss result-
ing from inadequate or ineffective internal processes or 
methodologies, people and systems or from external 
events. This definition includes legal risk and reputa-
tional risk. Examples of events that are included under 
this definition of operational risk are losses from fraud, 
computer systems failures, settlement errors, model 
errors or natural disasters.
RAB has internal control system with respect to opera-
tional risks in place which comply with the Bank of Rus-
sia requirements. Internal Audit, Security Department 
and Chief Accountant monitor and control operational 
risks and report to the Executive Board. RAB also pre-
pares and submits internal audit reports to the Bank 
of Russia. RAB’s branches and the subsidiary bank are 
fully integrated within its internal control monitoring 
system. RAB believes that an effective monitoring pro-
cess is essential for adequately managing operational 
risk. Regular monitoring activities offer the advantage 
of quickly detecting and correcting deficiencies in the 
policies and procedures for managing operational 
risks, which can reduce the potential frequency and/or 
severity of loss events.
RAB maintains servers with back-up systems in a 
separate office. 
RAB is in compliance in all material respects with the 
Bank of Russia standards on IT system controls that the 
Bank of Russia adopted in 2005.
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As a state-owned financial organization that offers banking and securities products and services to thousands of 
customers involved in the agribusiness sector, Russian Agricultural Bank recognizes and acts on its obligation to 
combat money laundering.
In accordance with the Federal Law dated 07.08.2001 N115-FZ «On Countering Legalization (Laundering) of Crimi-
nal Proceeds and Terrorist Financing» and taking into account recommendations of the Bank of Russia, RAB set up 
a system of internal rules and controls to prevent laundering of criminal proceeds and terrorist financing. These 
internal rules and controls also comply with national legislation, 40+9 Recommendations of the Financial Action 
Task Force (FATF), Standards of the Basel Committee on Banking Supervision and the Wolfsberg Anti-Money Laun-
dering Principles.

ANTI-MONEY LAUNDERING POLICY

RAB system of internal rules and controls includes:

Identifying and gathering information on clients and 
beneficiaries according to the adopted Know Your 
Customer (KYC) policy;

Disclosure and scrutiny of operations subject to the 
obligatory monitoring;

Inquiries into suspicious operations in order to as-
sess if particular operation is subject to reporting to 
the Financial Monitoring Service of the Russian Fed-
eration;

Documenting and archiving the information about 
transactions subject to the control, based on regu-
latory or internal norms;

Refusal procedures for account opening and execution 
of clients orders for specific transactions;

Rules for procedures of account and transaction 
freezing;

Anti-Money Laundering/Combating Financing of Ter-
rorism (AML/CFT) training programs for the employees 
of the Bank;

Provisions for confidentiality;

AML/CFT internal procedures.

RAB continuously updates its policies and procedures, systems and technology in the area of AML/CFT. RAB staff is 
trained to enssure that it is well-equipped to combat money laundering and other financial crimes. RAB is fully com-
mitted to remain constantly vigilant to prevent the use of Bank’s products and services in ways that could lead to 
breach of AML/CFT rules and regulations.
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Russian Agricultural Bank’s unique position in the 
agribusiness of the country is supported by one of the 
largest branch networks in Russia. 
The objective of the development of regional network 
is to address the full scale of market potential of rural 
population. To achieve this RAB intends to expand its 
branch network and establish sales points in all agri-
cultural regions of the Russian Federation. Regional 
presence is concentrated in rural areas with unsatisfied 
demand for banking services.
In 2006 RAB opened 5 regional branches and 446 ad-
ditional offices. Now RAB provides banking services to 
clients in 77 constituent entities of Russia, has sales 
points in 73 regions, including 71 regional branch, one 
subsidiary bank and 762 additional offices.
About 1400 offices more are to be opened before 2009. 
Highly developed network of sales points will enable the 
Bank to provide affordable loans to small businesses 
and individuals in the agricultural industry and related 
sub-sectors more efficiently. This, in turn, will serve an 
important objective of the development of this sector of 
the Russian economy.
At the end of 2000 RAB had acquired Chelyabinskiy 
Commercial Land Bank (which at the time of acquisi-
tion had six branches operating in the Ural region) as a 

part of its program to develop the branch network. Now 
Chelyabinskiy Commercial Land Bank is an agent for 
Russian Government’s federal and regional programs 
for providing lending services to agricultural enterpris-
es and is a leading bank of the Ural region in terms of 
subsidized lending.
Year 2006 saw a significant broadening of the capa-
bilities of the additional offices of the Bank to provide 
banking products and services, particularly in the area of 
credit extension. This development was closely followed 
by increases in customer service quality.
RAB pays special attention to developing business rela-
tionships with local administrations. In the framework of 
cooperation with administrations of republics, regions 
and districts, RAB participates in regional programs 
aimed at the development of the economies, increase 
of investment appeal and stabilization of investment cli-
mate of the constituencies of the Russian Federation.
About 25 percent of the population of Russia lives in 
rural areas. Operations in the agricultural sector of Rus-
sian economy and in the rural areas are a major chal-
lenge and business opportunity. RAB intends to become 
the leading regional financial institution through using 
the advantage of its specialization and by ap plying in-
ternational best practices and technology.

REGIONAL PERSPECTIVE
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Russian Agricultural Bank considers information 
technology to be an integral part of its operations 
and is committed to continue investment in informa-
tion technology to support the efficiency of the rapid 
growth of its operations.
For the fulfillment of banking operations purposes 
RAB uses Russian-engineered automated banking 
system (ABS), which serves as a single platform for its 
regional branches and additional offices and allows 
RAB to conduct operations on a real-time basis.
RAB has implemented a system of remote servicing of 
its corporate clients using the ‘‘Bank-Client’’ system. 
Currently, approximately 3 230 of RAB’s clients are 
serviced using this system. RAB also has an agree-
ment with Microsoft for the supply of software neces-
sary for RAB to operate its computer systems in the 
most effective manner.
To ensure the safety of collected data, RAB uses sys-
tems that keep back-up records of each operational 
day on reserve servers, such records being kept in 
specialized storage. RAB’s information technology 
systems are integrated with the back-up of communi-
cation and power supply systems.

Development of banking technologies of RAB is based 
on the plans of strategic development. With the pur-
pose of solving the main strategic aims of the Bank 
and realization of RAB’s competitive advantages the 
incorporation of up-to-date management and bank-
ing technologies has begun. This includes optimi-
zation of business-processes and modernization of 
information technology platform of the Bank. One 
of the key steps in this direction is designing a new 
long-term IT development strategy of RAB. As an ex-
pert in this sphere a leading Russian consulting com-
pany Information Business Systems (IBS) was invited. 
The plan of work with IBS and further reengineering of 
business-processes envisages the utilization of ARIS 
methodology and software.
Carrying out of RAB’s technology modernization proj-
ects will allow to optimize existing business-process-
es and thus to raise the use of resources efficiency, 
to assure new banking products introduction, to fa-
vor operational risk mitigation, to perfect the Bank 
management quality and will become a prologue to 
the adoption of new capital adequacy measurement 
framework according with Basel II standards.

INFORMATION TECHNOLOGIES
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The achievement of 2006 goals was ensured by the Bank’s 
personnel potential, its experience, professionalism and 
commitment. The future of the Bank depends to a large 
extent on an initiative of its staff, its educational level, 
capabilities and professional skills. RAB encourages per-
sonnel to enjoy its work and to develop professionally.
The HR Department operates to provide the Bank with 
highly educated and professional staff. Once a person 
is employed, HR Department works to develop, moti-
vate, manage and promote him/her according to the 
performance. 
The personnel policy of the Bank is based on a careful se-
lection of employees. Hiring is done on a competitive ba-
sis. The high professional level of the Bank’s employees 
is maintained by way of their professional training and by 
hiring persons with profound expertise and a substantial 
banking experience. Employing highly educated enthu-
siastic professionals is one of the Bank’s main priorities 
and 75% of employees are university graduates or other-
wise highly educated. All the medium- and top level man-
agers have significant work experience in banking institu-
tions. Every newly employed person receives orientation 
training. Further training is provided through seminars 
and special programs. RAB has developed an employee 
succession plan to ensure continuous development and 
expansion of the Bank. Due to the efficient HR policy the 
drain of qualified staff is brought to its minimum.
The Bank’s management strives to attract younger per-
sonnel with a good potential; the average age of the 
Bank’s employees is 37 years and of the management 
team — 46 years.
To maintain high levels of professionalism and stay 
abreast of changes in the Russian banking system RAB 
has regular training programs for employees organized 
by the Bank of Russia, Association of Russian Banks, 
etc.  There are rotation programs of in-job training within 
the frames of cooperation with foreign banking part-
ners as well. These programs allow RAB to benefit from 

internati onal experience sharing in the sphere of provid-
ing financial services to agribusinesses and to develop 
the mutual cooperation. There is also a system of cor-
porate training in the Bank, within the framework of 
which the training of regional branches and additional 
offices management is conducted. The advanced train-
ing programs for regional branches directors are being 
implemented by RAB in cooperation with one of world’s 
leading financial institutions. 

Special attention is attached to employees social 
package. Each staff member is provided with me dical 
insuran ce.

In 2006 HR Department has worked to enhance the 
following areas:

efficiency improvement of selection and position-
ing of the personnel, its harmonization of its perfor-
mance with the current targets of the Bank;

further personnel training, building work teams ca-
pable to ensure improved quality and results of the 
Bank’s activity;

creation and implementation of an optimal system 
to stimulate by material and non-material incentives 
development of employees initiative;

corporate culture development, building a team tar-
geted to achieve strategic objectives of the Bank.

As of January 1, 2007 RAB was staffed with 10,7 thou-
sand employees, of whom almost 10 thousand (93%) 
were employed at the regional branches and additional 
offices. As compared to 2005, the number of staff has 
doubled.  Such an increase in the number of personnel 
was predetermined by the expansion of regional branch-
es and additional offices network, the growth of the range 
of services provided by the Bank and the activity growth.

HUMAN RESOURCES POLICY





 FINANCIAL STATEMENT





732006 Annual Report

 FINANCIAL STATEMENT

INDEPENDENT AUDITOR’S REPORT

To the Shareholders and the Supervisory Board of Russian Agricultural Bank Group:

We have audited the accompanying consolidated fi nancial statements of Open Joint-Stock Company Russian Agricul-
tural Bank and its subsidiary (the «Group») which comprise the consolidated balance sheet as at 31 December 2006 
and the consolidated income statement, consolidated statement of changes in equity and consolidated statement of 
cashfl ows for the year then ended and a summary of signifi cant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated fi nancial statements in 
accordance with International Financial Reporting Standards. This responsibility includes: designing, implementing 
and maintaining internal control relevant to the preparation and fair presentation of fi nancial statements that are free 
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and 
making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated fi nancial statements based on our audit. We con-
ducted our audit in accordance with International Standards on Auditing. Those Standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the fi nancial statements 
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fi nancial 
statements The procedures selected depend on the auditor’s judgement, including the assessment of the risks of ma-
terial misstatement of the fi nancial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the fi nancial 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 policies used and the reasonableness of accounting estimates made by management, as well as evaluat-
ing the overall presentation of the fi nancial statements.

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

Opinion

In our opinion, the accompanying consolidated fi nancial statements present fairly, in all material respects, the fi nancial 
position of the Group as of 31 December 2006, and its fi nancial performance and its cash fl ows for the year then ended 
in accordance with International Financial Reporting Standards.

Moscow, Russian Federation 23 April 2007

ZAO PricewaterhouseCoopers Audit
Kosmodamianskaya Nab 52. Bld. 5
115054 Moscow
Russia
Telephone +7 (495) 967 6000
Facsimile +7 (495) 967 6001
www.pwc com
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In thousands of Russian Roubles

ASSETS
Cash and cash equivalents
Mandatory cash balances with the Central Bank of the
Russian Federation

Trading securities
Repurchase receivable
Due from other banks
Loans and advances to customers
Deferred income tax asset
Intangible assets
Premises and equipment
Current income tax prepayment
Other assets

TOTAL ASSETS

LIABILITIES
Due to other banks
Customer accounts
Promissory notes issued
Other borrowed funds
Current income tax liability
Other liabilities
Subordinated debt

TOTAL LIABILITIES

EQUITY
Share capital
Retained earnings

Net assets attributable to the Bank’s equity holders
Minority interest

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

Note

7

8
8
9
10
23
11
11

12

13
14
15
17

18
16

19

31 December
2006

13 315 779

1 717 423
6 733 224

152 573
3 164 541

155 865 243
184 758
170 097

2 419 370
303 052
554 567

184 580 627

37 972 816
34 462 791
38 235 757
37 700 589

3 190
938 640

13 337 088

162 650 871

21 620 833
308 366

21 929 199
557

21 929 756

184 580 627

31 December
2005

4 792 688

484 714
4 523 052

-
1 435 563

44 159 707
107 078
67 643

1 313 533
75 522
75 418

57 034 918

6 691 641
14 676 969
14 109 477
9 841 479

2 224
516 271
165 155

46 003 216

11 519 833
(488 568)

11 031 265
437

11 031 702

57 034 918

Approved for issue and signed on behalf of

Y.V. Trushin
Chairman of the Management Board

 Board on 23 April 2007.

I.E. Galperin
Deputy Chief Accountant

Management
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All the information in the section “Financial Statement”  is prepared in accordance with IFRS and audited by ZAO PricewaterhouseCoopers Audit

Consolidated Income Statement

In thousands of Russian Roubles Note 2006 2005

Interest income 20 14 953 028 4 895 117

Interest expense 20 (6 705 353) (1 920 424)

Net interest income 8 247 675 2 974 693

Provision for loan impairment 9,10 (2 631 382) (790 120)

Net interest income after provision for loan impairment 5 616 293 2 184 573

Gains less losses from trading securities 99 299 82 027

Gains less losses from trading in foreign currencies 6 768 17 083

Foreign exchange translation gains less losses/(losses, net of gains)
1 676 908 (12 177)

Losses, net of gains from currency derivatives 28 (1 541 277) (152)

Fee and commission income 21 613 543 366 528

Fee and commission expense 21 (43 054) (17 003)

(Provision)/Recovery of provision for other assets 12 (2 826) 59

Income from the Ministry of Agriculture of the Russian Federation for 
participation in the national project 22 127 118 —

Gain from early retirement of debt 43 415 7 595

Other operating income 60 475 29 120

Administrative and other operating expenses 22 (5 480 576) (2 511 939)

Profit before tax 1 176 086 145 714

Income tax expense 23 (322 909) (55 566)

Profit for the year 853 177 90 148

Profit attributable to

Equity holders of the Bank 853 045 90 084

Minority interest 132 64

Profit for the year 853 177 90 148

Earnings per share for profit attributable to the equity holders of the 
Bank, basic and diluted 30 63 14
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Consolidated Statement of Changes in Equity

In thousands of Russian Roubles Note
Attributable to equity holders of the Bank Minority 

interest
Total

equity
Share capital Retained 

earnings
Total

Balance at 31 December 2004 5 398 833 (564 031) 4 834 802 379 4 835 181

Profit for the year — 90 084 90 084 64 90 148

Share issue 19 6 121 000 — 6 121 000 — 6 121 000

Dividends declared 24 — (14 621) (14 621) (6) (14 627)

Balance at 31 December 2005 11 519 833 (488 568) 11 031 265 437 11 031 702

Profit for the year — 853 045 853 045 132 853 177

Share issue 19 10 101 000 — 10 101 000 — 10 101 000

Dividends declared 24 — (56 111) (56 111) (12) (56 123)

Balance at 31 December 2006 21 620 833 308 366 21 929 199 557 21 929 756
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Consolidated Statement of Cash Flows
 

In thousands of Russian Roubles Note 2006 2005

Cash flows from operating activities

Interest received 14 710 148 4 845 229

Interest paid (5 693 979) (1 522 012)

Income received from trading in trading securities 75 473 76 199

Income received from trading in foreign currencies 6 783 16 664

Losses on currency derivatives (1 073 007) 4 621

Fees and commissions received 613 543 369 031

Fees and commissions paid (43 054) (19 506)

Income received from the Ministry of Agriculture of the Russian Federation 22 127 118 -

Other operating income received 63 012 28 709

Staff costs paid (3 311 452) (1 543 843)

Administrative and other operating expenses paid (1 877 599) (916 003)

Income tax paid (622 393) (151 238)

Cash flows from operating activities before changes in operating assets and liabilities 2 974 593 1 187 851

Changes in operating assets and liabilities  

Net increase in mandatory cash balances with the Central Bank of the Russian Federation (1 232 709) (248 723)

Net increase in trading securities (2 387 122) (1 787 024)

Net (increase)/decrease in due from other banks (1 836 896) 3 126 297

Net increase in loans and advances to customers (114 132 212) (31 376 522)

Net (increase)/decrease in other assets (263 231) 33 058

Net increase due to other banks 31 528 772 5 545 437

Net increase in customer accounts 19 708 919 2 322 467

Net increase in promissory notes issued 23 740 943 9 890 078

Net increase/(decrease) in other liabilities 49 055 (934)

Net cash used in operating activities (41 849 888) (11 308 015)

Cash flows from investing activities  

Acquisition of premises and equipment 11 (1 232 648) (1 080 225)

Proceeds from disposal of premises and equipment 3 997 3 902

Dividends received 1 409 153

Acquisition of intangible assets 11 (133 328) (34 345)

Net cash used in operating activities (1 360 570) (1 110 515)

Cash flows from financing activities  

Issue of ordinary shares 18, 19 9 608 000 6 614 000

Proceeds from other borrowed funds 17 29 001 174 6 898 550

Receipt of subordinated debt 13 398 700 -

Repayment of subordinated debt 16 (165 000) (6 000)

Dividends paid 24 (56 123) (14 627)

Net cash from financing activities 51 786 751 13 491 923

Effect of exchange rate changes on cash and cash equivalents (53 202) (27 238)

Net increase in cash and cash equivalents 8 523 091 1 046 155

Cash and cash equivalents at the beginning of the year 4 792 688 3 746 533

Cash and cash equivalents at the end of the year 7 13 315 779 4 792 688
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Introduction

These consolidated financial statements have been pre-
pared in accordance with International Financial Report-
ing Standards for the year ended 31 December 2006 for 
Open Joint-Stock Company Russian Agricultural Bank 
(the «Bank») and its subsidiary, Closed Joint-Stock Com-
pany Chelyabinsky Commercial Land Bank (together re-
ferred to as the «Group»). The Group also consolidates 
a special purpose entity RSHB Capital S.A., a company 
incorporated in Luxembourg in 2005 and governed 
through its foundation documents under the laws of the 

Netherlands. RSHB Capital S.A. has been established as 
a special purpose vehicle for the sole purpose of issuing 
Eurobonds and lending the issue proceeds to the Bank 
(refer to Notes 16 and 17). Refer to Note 32 for informa-
tion about the subsidiary and special purpose entity. 
The Bank was incorporated and is domiciled in the Rus-
sian Federation. The Bank is an open joint-stock compa-
ny limited by shares and was set up in accordance with 
Russian regulations.

The Bank’s only shareholder is the Government of the Russian Federation represented by the Federal Agency for 
Managing State Property. The Bank’s principal business activity is commercial and retail banking operations in the 
Russian Federation with emphasis on lending to agricultural enterprises. The main objectives of the Bank are:

To participate in realisation of the monetary policy 
of the Russian Federation in the area of agricultural 
production;

To develop within the agricultural industry a national 
system of lending to the domestic agricultural pro-
ducers; and

To maintain an effective and uninterrupted perfor-
mance of the settlement system in the area of agri-
cultural production across the Russian Federation.

The Bank has operated under a full banking license issued by the Central Bank of the Russian Federation («CBRF») 
since 13 June 2000. The Bank participates in the state deposit insurance scheme, which was introduced by the Fed-
eral Law № 177-FZ «Deposits of individuals insurance in Russian Federation» dated 23 December 2003. The State 
Deposit Insurance Agency guarantees repayment of 100% of individual deposits up to RR 100 thousand and repay-
ment of 90% of individual deposits in excess of 100 thousand up to a limit of RR 400 thousand per individual in case 
of the withdrawal of a license of a bank or a CBRF imposed moratorium on payments. 

The Bank has 71 (2005: 66) branches within the Russian Federation. The Bank’s registered address is: 119034 Rus-
sia, Moscow, Gagarinsky lane, 3. 

The number of the Group’s employees as at 31 December 2006 was 10 986 (31 December 2005: 5 324). 

Activities of the Group include deposit taking and commercial lending, foreign exchange dealing, cash operations 
and securities trading. These activities are conducted principally in Russia. 

These consolidated financial statements are presented in thousands of Russian Roubles («RR thousands»).
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Operating Environment of the Group

The Russian Federation displays certain characteristics 
of an emerging market, including the existence of a cur-
rency that is in practice not convertible in most countries 
outside of the Russian Federation, relatively high infla-
tion and strong economic growth. The banking sector in 
the Russian Federation is sensitive to adverse fluctua-
tions in confidence and economic conditions and may 
occasionally experience reductions in liquidity. Manage-
ment is unable to predict all developments which could 
have an impact on the banking sector and consequently 
what effect, if any, they could have on the financial posi-
tion of the Group. 
The tax, currency and customs legislation within the 
Russian Federation is subject to varying interpretations, 
and changes, which can occur frequently. Furthermore, 
the need for further developments in the bankruptcy 
laws, the absence of formalised procedures for the reg-
istration and enforcement of collateral, and other legal 
and fiscal impediments contribute to the difficulties ex-
perienced by banks currently operating in the Russian 
Federation. The future economic direction of the Russian 
Federation is largely dependent upon the effectiveness 
of economic, financial and monetary measures under-
taken by the Government, together with tax, legal, regu-
latory, and political developments. 

Summary of Significant Accounting Policies 

Basis of Preparation. These consolidated financial 
statements have been prepared in accordance with In-
ternational Financial Reporting Standards («IFRS») un-
der the historical cost convention, as modified by the re-
valuation of financial instruments categorised as at fair 
value through profit or loss (trading securities and deriv-
atives). The principal accounting policies applied in the 
preparation of these consolidated financial statements 
are set out below. These policies have been consistently 
applied to all the periods presented, unless otherwise 
stated (refer to Note 5, Adoption of New or Revised Stan-
dards and Interpretations). 
Consolidated financial statements. Subsidiaries are 
those companies and other entities (including special 
purpose entities) in which the Group, directly or indi-
rectly, has an interest of more than one half of the voting 
rights or otherwise has power to govern the financial and 
operating policies so as to obtain benefits. The existence 

and effect of potential voting rights that are presently ex-
ercisable or presently convertible are considered when 
assessing whether the Group controls another entity. 
Subsidiaries are consolidated from the date on which 
control is transferred to the Group (acquisition date) and 
are deconsolidated from the date that control ceases. 
The purchase method of accounting is used to account 
for the acquisition of subsidiaries. The cost of an acqui-
sition is measured at the fair value of the assets given 
up, equity instruments issued and liabilities incurred 
or assumed at the date of exchange, plus costs directly 
attributable to the acquisition. The date of exchange 
is the acquisition date where a business combination 
is achieved in a single transaction, and is the date of 
each share purchase where a business combination is 
achieved in stages by successive share purchases. 
The excess of the cost of acquisition over the acquirer’s 
share of the fair value of the net assets of the acquiree at 
each exchange transaction is recorded as goodwill. The 
excess of the acquirer’s interest in the net fair value of 
the identifiable assets, liabilities and contingent liabili-
ties acquired over cost («negative goodwill») is recog-
nised immediately in profit or loss. 
Identifiable assets acquired and liabilities and contin-
gent liabilities assumed in a business combination are 
measured at their fair values at the acquisition date, ir-
respective of the extent of any minority interest. The dif-
ference, if any, between the fair values of the net assets 
at the dates of exchange and at the date of acquisition is 
recorded directly in equity. 
Intercompany transactions, balances and unrealised 
gains on transactions between group companies are 
eliminated. Unrealised losses are also eliminated un-
less the cost cannot be recovered. The Bank and all of its 
subsidiaries use uniform accounting policies consistent 
with the Group’s policies. 
Minority interest is that part of the net results and of 
the net assets of a subsidiary attributable to interests 
which are not owned, directly or indirectly, by the Bank. 
Minority interest forms a separate component of the 
Group’s equity. 
Key measurement terms. Depending on their classifi-
cation, financial instruments are carried at fair value or 
amortised cost as described below. 
Fair value is the amount for which an asset could be ex-
changed, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction. Fair value 
is the current bid price for financial assets and current 
asking price for financial liabilities which are quoted in 
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an active market. For assets and liabilities with offset-
ting market risks, the Group may use mid-market prices 
as a basis for establishing fair values for the offsetting 
risk positions and apply the bid or asking price to the 
net open position as appropriate. A financial instrument 
is regarded as quoted in an active market if quoted pric-
es are readily and regularly available from an exchange 
or other institution and those prices represent actual 
and regularly occurring market transactions on an arm’s 
length basis. 
Valuation techniques such as discounted cash flows 
models or models based on recent arms length transac-
tions or consideration of financial data of the investees 
are used to fair value certain financial instruments for 
which external market pricing information is not avail-
able. Valuation techniques may require assumptions 
not supported by observable market data. Disclosures 
are made in these financial statements if changing any 
such assumptions to a reasonably possible alternative 
would result in significantly different profit, income, to-
tal assets or total liabilities. 
Transaction costs are incremental costs that are directly 
attributable to the acquisition, issue or disposal of a fi-
nancial instrument. Incremental cost is one that would 
not have been incurred if the transaction had not taken 
place. Transaction costs include fees and commissions 
paid to agents (including employees acting as selling 
agents), advisors, brokers and dealers, levies by regu-
latory agencies and securities exchanges, and transfer 
taxes and duties. Transaction costs do not include debt 
premiums or discounts, financing costs or internal ad-
ministrative or holding costs. 
Amortised cost is the amount at which the financial in-
strument was recognised at initial recognition less any 
principal repayments, plus accrued interest, and for fi-
nancial assets less any write-down for incurred impair-
ment losses. Accrued interest includes amortisation of 
transaction costs deferred at initial recognition and of 
any premium or discount to maturity amount using the 
effective interest method. Accrued interest income and 
accrued interest expense, including both accrued cou-
pon and amortised discount or premium (including fees 
deferred at origination, if any), are not presented sepa-
rately and are included in the carrying values of related 
balance sheet items. 
The effective interest method is a method of allocat-
ing interest income or interest expense over the relevant 
period so as to achieve a constant periodic rate of inter-
est (effective interest rate) on the carrying amount. The 

effective interest rate is the rate that exactly discounts 
estimated future cash payments or receipts (excluding 
future credit losses) through the expected life of the fi-
nancial instrument or a shorter period, if appropriate, to 
the net carrying amount of the financial instrument. The 
effective interest rate discounts cash flows of variable 
interest instruments to the next interest repricing date 
except for the premium or discount which reflects the 
credit spread over the floating rate specified in the in-
strument, or other variables that are not reset to market 
rates. Such premiums or discounts are amortised over 
the whole expected life of the instrument. The present 
value calculation includes all fees paid or received be-
tween parties to the contract that are an integral part of 
the effective interest rate (refer to income and expense 
recognition policy).
Initial recognition of financial instruments. Trad-
ing securities, derivatives and other financial instru-
ments at fair value through profit or loss are initially 
recorded at fair value. All other financial instruments 
except loans from government are initially recorded at 
fair value plus transaction costs. Fair value at initial 
recognition is best evidenced by the transaction price. 
A gain or loss on initial recognition is only recorded if 
there is a difference between fair value and transaction 
price which can be evidenced by other observable cur-
rent market transactions in the same instrument or by 
a valuation technique whose inputs include only data 
from observable markets. 
Loans from government are initially recorded at cost (be-
ing the issue proceeds), net of transaction costs, and 
subsequently measured at amortised cost. 
All purchases and sales of financial assets that require 
delivery within the time frame established by regula-
tion or market convention («regular way» purchases and 
sales) are recorded at trade date, which is the date that 
the Group commits to deliver a financial asset. All other 
purchases and sales are recognised on the settlement 
date with the change in value between the commitment 
date and settlement date not recognised for assets car-
ried at cost or amortised cost; recognised in profit or loss 
for trading securities, derivatives and other financial as-
sets at fair value through profit or loss; and recognised in 
equity for assets classified as available for sale. 
Cash and cash equivalents. Cash and cash equivalents 
are items which can be converted into cash within a 
day. All short term interbank placements, beyond over-
night placements, are included in due from other banks. 
Amounts, which relate to funds that are of a restricted 
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nature, are excluded from cash and cash equivalents. 
Cash and cash equivalents are carried at amortised cost. 
Mandatory cash balances with the CBRF. Mandatory 
cash balances with the CBRF represent noninterest bear-
ing mandatory reserve deposits which are not available 
to finance the Group’s day to day operations. Therefore, 
they are not considered as part of cash and cash equiv-
alents for the purposes of the consolidated cash flow 
statement. 
Trading securities. Trading securities are securities, 
which are either acquired for generating a profit from 
short-term fluctuations in price or trader’s margin, or are 
securities included in a portfolio in which a pattern of 
short-term trading exists. The Group classifies securities 
as trading securities if it has an intention to sell them 
within a short period after purchase. Trading securities 
are not reclassified out of this category even when the 
Group’s intentions subsequently change. 
Trading securities are carried at fair value. Interest earned 
on trading securities calculated using the effective in-
terest method is presented in the consolidated income 
statement as interest income. Dividends are included 
in dividend income within other operating income when 
the Group’s right to receive the dividend payment is es-
tablished. All other elements of the changes in the fair 
value and gains or losses on derecognition are recorded 
in profit or loss as gains less losses from trading securi-
ties in the period in which they arise. 
Due from other banks. Amounts due from other banks 
are recorded when the Group advances money to coun-
terparty banks with no intention of trading the result-
ing unquoted non-derivative receivable due on fixed or 
determinable dates. Amounts due from other banks are 
carried at amortised cost. 
Loans and advances to customers. Loans and advances 
to customers are recorded when the Group advances 
money to purchase or originate an unquoted non-deriva-
tive receivable from a customer due on fixed or determin-
able dates and has no intention of trading the receivable. 
Loans and advances to customers are carried at amor-
tised cost. 
Impairment of financial assets carried at amortised 
cost. Impairment losses are recognised in profit or loss 
when incurred as a result of one or more events («loss 
events») that occurred after the initial recognition of the 
financial asset and which have an impact on the amount 
or timing of the estimated future cash flows of the finan-
cial asset or group of financial assets that can be reli-
ably estimated. If the Group determines that no objective 

evidence exists that impairment was incurred for an indi-
vidually assessed financial asset, whether significant or 
not, it includes the asset in a group of financial assets 
with similar credit risk characteristics and collectively as-
sesses them for impairment.
For the purposes of a collective evaluation of impairment, 
financial assets are grouped on the basis of similar credit 
risk characteristics. Those characteristics are relevant to 
the estimation of future cash flows for groups of such as-
sets by being indicative of the debtors’ ability to pay all 
amounts due according to the contractual terms of the 
assets being evaluated.
Future cash flows in a group of financial assets that are 
collectively evaluated for impairment are estimated on 
the basis of the contractual cash flows of the assets and 
the experience of management in respect of the extent 
to which amounts will become overdue as a result of 
past loss events and the success of recovery of overdue 
amounts. Past experience is adjusted on the basis of 
current observable data to reflect the effects of current 
conditions that did not affect past periods and to remove 
the effects of past conditions that do not exist currently. 
Impairment losses are recognised through an allowance 
account to write down the asset’s carrying amount to the 
present value of expected cash flows (which exclude fu-
ture credit losses that have not been incurred) discount-
ed at the original effective interest rate of the asset. The 
calculation of the present value of the estimated future 
cash flows of a collateralised financial asset reflects the 
cash flows that may result from foreclosure less costs for 
obtaining and selling the collateral, whether or not fore-
closure is probable.
If, in a subsequent period, the amount of the impair-
ment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment 
was recognised (such as an improvement in the debtor’s 
credit rating), the previously recognised impairment loss 
is reversed by adjusting the allowance account through 
profit or loss.
Uncollectible assets are written off against the related 
impairment loss provision after all the necessary proce-
dures to recover the asset have been completed and the 
amount of the loss has been determined. 
Credit related commitments. The Group enters into cred-
it related commitments, including letters of credit and fi-
nancial guarantees. Financial guarantees represent irre-
vocable assurances to make payments in the event that a 
customer cannot meet its obligations to third parties and 
carry the same credit risk as loans. Financial guarantees 
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and commitments to provide a loan are initially recog-
nised at their fair value, which is normally evidenced by 
the amount of fees received. This amount is amortised 
on a straight line basis over the life of the commitment, 
except for commitments to originate loans if it is prob-
able that the Group will enter into a specific lending ar-
rangement and does not expect to sell the resulting loan 
shortly after origination; such loan commitment fees are 
deferred and included in the carrying value of the loan 
on initial recognition. At each balance sheet date, the 
commitments are measured at the higher of (i) the un-
amortised balance of the amount at initial recognition 
and (ii) the best estimate of expenditure required to 
settle the commitment at the balance sheet date.
Sale and repurchase agreements and lending of secu-
rities. Sale and repurchase agreements («repo agree-
ments») are treated as secured financing transactions. 
Securities sold under sale and repurchase agreements 
are not derecognised. The securities are not reclassified 
in the balance sheet unless the transferee has the right 
by contract or custom to sell or repledge the securities, 
in which case they are reclassified as repurchase receiv-
ables. The corresponding liabilities are presented within 
due to other banks or customer accounts.
Securities purchased under agreements to resell («re-
verse repo agreements») are recorded as due from other 
banks or loans and advances to customers, as appro-
priate. The difference between the sale and repurchase 
price is treated as interest income and accrued over 
the life of repo agreements using the effective interest 
method.
Securities lent to counterparties are retained in the con-
solidated financial statements in their original balance 
sheet category unless the counterparty has the right by 
contract or custom to sell or repledge the securities, in 
which case they are reclassified and presented sepa-
rately. Securities borrowed are not recorded in the con-
solidated financial statements, unless these are sold to 
third parties, in which case the purchase and sale are 
recorded in profit or loss within gains less losses aris-
ing from trading securities. The obligation to return the 
securities is recorded at fair value in due to other banks 
or customer accounts. 
Promissory notes purchased. Promissory notes pur-
chased are included in trading securities, or in due from 
other banks or in loans and advances to customers, 
depending on their substance and are recorded, subse-
quently remeasured and accounted for in accordance with 
the accounting policies for these categories of assets.

Investments in agricultural cooperatives. Investments 
in agricultural cooperatives are made by the Bank as 
part of its participation in the National Project «Develop-
ment of the Agro-Industrial Sector». Thes einvestments 
represent term contributions to coperatives and bear 
fixed annual dividend income on amount of contribu-
tions made, which is included in interest income in the 
consolidated income statement. Investments in agricul-
tural cooperatives are included in loans and advances to 
customers. Investments in agricultural cooperatives are 
carried at amortised cost.
Derecognition of financial assets. The Group derecog-
nises financial assets when (i) the assets are redeemed 
or the rights to cash flows from the assets otherwise ex-
pired or (ii) the Group has transferred substantially all the 
risks and rewards of ownership of the assets or (iii) the 
Group has neither transferred nor retained substantially 
all risks and rewards of ownership but has not retained 
control. Control is retained if the counterparty does not 
have the practical ability to sell the asset in its entirety to 
an unrelated third party without needing to impose ad-
ditional restrictions on the sale. 
Premises and equipment. Premises and equipment 
are stated at cost, restated to the equivalent purchasing 
power of the Russian Rouble as at 31 December 2002 for 
assets acquired prior to 1 January 2003, less accumu-
lated depreciation and provision for impairment, where 
required. Cost of premises and equipment of acquired 
subsidiaries is the estimated fair value at the date of ac-
quisition.
Construction in progress is carried at cost, restated to 
the equivalent purchasing power of the Russian Rou-
ble at 31 December 2002 for assets acquired prior to 
1 January 2003, less provision for impairment where 
required. Cost includes borrowing costs incurred on 
specific or general funds borrowed to finance construc-
tion of qualifying assets. Upon completion, assets are 
transferred to premises and equipment at their carrying 
amount. Construction in progress is not depreciated un-
til the asset is available for use. Costs of minor repairs 
and maintenance are expensed when incurred. Cost of 
replacing major parts or components of premises and 
equipment items are capitalised and the replaced part 
is retired. 
If impaired, premises and equipment are written down to 
the higher of their value in use and fair value less costs 
to sell. A decrease in the carrying amount is charged to 
profit or loss. An impairment loss recognised for an as-
set in prior years is reversed if there has been a change 
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in the estimates used to determine the asset’s value in 
use or fair value less costs to sell.
Gains and losses on disposals determined by compar-
ing proceeds with carrying amount are recognised in 
profit or loss.
Depreciation. Land is not depreciated. Depreciation on 
other items of premises and equipment is calculated us-
ing the straight-line method to allocate their cost to their 
residual values over their estimated useful lives at the 
following annual rates:

Premises     2.5%;
Equipment     5%-20%.

The residual value of an asset is the estimated amount 
that the Group would currently obtain from disposal of 
the asset less the estimated costs of disposal, if the as-
set were already of the age and in the condition expect-
ed at the end of its useful life. The residual value of an 
asset is nil if the Group expects to use the asset by the 
end of its physical life. The assets’ residual values and 
useful lives are reviewed, and adjusted if appropriate, at 
each balance sheet date.
Intangible assets. All of the Group’s intangible assets 
have definite useful life and primarily include capital-
ised computer software. 
Acquired computer software licenses are capitalised on 
the basis of the costs incurred to acquire and bring to use 
the specific software. Development costs that are direct-
ly associated with identifiable and unique software con-
trolled by the Group are recorded as intangible assets if 
the inflow of incremental economic benefits exceeding 
costs is probable. Capitalised costs include staff costs 
of the software development team and an appropriate 
portion of relevant overheads. All other costs associated 
with computer software, e.g. its maintenance, are ex-
pensed when incurred. Capitalised computer software is 
amortised on a straight line basis over expected useful 
lives of five years.
Operating leases. Where the Group is a lessee in a 
lease which does not transfer substantially all the risks 
and rewards incidental to ownership from the lessor 
to the Group, the total lease payments, are charged to 
profit or loss on a straight-line basis over the period of 
the lease.
Due to other banks. Amounts due to other banks are re-
corded when money or other assets are advanced to the 
Group by counterparty banks. The non-derivative liabili-
ty is carried at amortised cost. If the Group purchases its 

own debt, it is removed from the consolidated balance 
sheet and the difference between the carrying amount 
of the liability and the consideration paid is included in 
gains or losses arising from retirement of debt.
Customer accounts. Customer accounts are non-deriva-
tive liabilities to individuals, state or corporate custom-
ers and are carried at amortised cost.
Promissory notes issued. Promissory notes issued by 
the Group include promissory notes denominated in 
Russian Roubles, US Dollars and Euro. Promissory notes 
are stated at amortised cost. If the Group purchases its 
own Promissory notes issued, they are removed from 
the consolidated balance sheet and the difference be-
tween the carrying amount of the liability and the con-
sideration paid is included in gains arising from retire-
ment of debt.
Other borrowed funds. Other borrowed funds represent 
amounts attracted from Eurobonds issue and bonds de-
nominated in Russian roubles. Issued Eurobonds and 
bonds denominated in Russian roubles carry a coupon 
and are redeemable on a specific date. Other borrowed 
funds are carried at amortised cost.
Subordinated debt. Subordinated debt is measured at 
amortised cost. Creditors’ claims on subordinated debt 
will be considered only after all claims of other creditors 
of the Group are satisfied.
Derivative financial instruments. Derivative financial 
instruments, including foreign exchange contracts (for-
wards and swaps) are carried at their fair value. Non-
derivative transactions are aggregated and treated as a 
derivative when the transaction result, in substance, is 
a derivative.
All derivative instruments are carried as assets when fair 
value is positive and as liabilities when fair  value is neg-
ative. Changes in the fair value of derivative instruments 
are included in gains/losses from derivative instruments. 
The Group does not apply hedge accounting.
Income taxes. Income taxes have been provided for in 
the consolidated financial statements in accordance with 
Russian legislation enacted or substantively enacted by 
the balance sheet date. The income tax charge compris-
es current tax and deferred tax and is recognised in the 
consolidated income statement except if it is recognised 
directly in equity because it relates to transactions that 
are also recognised, in the same or a different period, 
directly in equity.
Current tax is the amount expected to be paid to or re-
covered from the taxation authorities in respect of tax-
able profits or losses for the current and prior periods. 
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Taxable profits or losses are based on estimates if finan-
cial statements are authorised prior to filing relevant 
tax returns. Taxes, other than on income, are recorded 
within administrative and other operating expenses. 
Deferred income tax is provided using the balance sheet 
liability method for tax loss carry forwards and tempo-
rary differences arising between the tax bases of assets 
and liabilities and their carrying amounts for financial 
reporting purposes. In accordance with the initial rec-
ognition exemption, deferred taxes are not recorded for 
temporary differences on initial recognition of an as-
set or a liability in a transaction other than a business 
combination if the transaction, when initially recorded, 
affects neither accounting nor taxable profit. Deferred 
tax balances are measured at tax rates enacted or sub-
stantively enacted at the balance sheet date which are 
expected to apply to the period when the temporary dif-
ferences will reverse or the tax loss carry forwards will 
be utilised. Deferred tax assets and liabilities are net-
ted only within the individual companies of the Group. 
Deferred tax assets for deductible temporary differences 
and tax loss carry forwards are recorded only to the ex-
tent that it is probable that future taxable profit will be 
available against which the deductions can be utilised. 
Deferred income tax is provided on post acquisition re-
tained earnings of subsidiaries, except where the Group 
controls the subsidiary’s dividend policy and it is prob-
able that the difference will not reverse through divi-
dends or otherwise in the foreseeable future.
Provisions for liabilities and charges. Provisions for 
liabilities and charges are non-financial liabilities of 
uncertain timing or amount. They are accrued when the 
Group has a present legal or constructive obligation as a 
result of past events, it is probable that an outflow of re-
sources embodying economic benefits will be required 
to settle the obligation, and a reliable estimate of the 
amount of the obligation can be made.
Trade and other payables. Trade payables are accrued 
when the counterparty performed its obligations under 
the contract and are carried at amortised cost.
Dividends. Dividends are recorded in equity in the pe-
riod in which they are declared. Dividends declared after 
the balance sheet date and before the financial state-
ments are authorised for issue are disclosed in the sub-
sequent events note. The statutory accounting reports 
of the Bank are the basis for profit distribution and other 
appropriations. Russian legislation identifies the basis 
of distribution as the current year net profit.
Income and expense recognition. Interest income and 

expense are recorded in the consolidated income state-
ment for all debt instruments on an accrual basis using 
the effective interest method. This method defers, as 
part of interest income or expense, all fees paid or re-
ceived between the parties to the contract that are an 
integral part of the effective interest rate, transaction 
costs and all other premiums or discounts.
Fees integral to the effective interest rate include origi-
nation fees received or paid by the entity relating to the 
creation or acquisition of a financial asset or issuance of 
a financial liability, for example fees for evaluating cred-
itworthiness, evaluating and recording guarantees or 
collateral, negotiating the terms of the instrument and 
for processing transaction documents.
Commitment fees received by the Group to originate 
loans at market interest rates are integral to the effec-
tive interest rate if it is probable that the Group will enter 
into a specific lending arrangement and does not expect 
to sell the resulting loan shortly after origination. The 
Group does not designate loan commitments as finan-
cial liabilities at fair value through profit or loss.
When loans and other debt instruments become doubt-
ful of collection, they are written down to present value 
of expected cash inflows and interest income is thereaf-
ter recorded for the unwinding of the present value dis-
count based on the asset’s effective interest rate which 
was used to measure the impairment loss. 
All other fees, commissions and other income and ex-
pense items are generally recorded on an accrual basis 
by reference to completion of the specific transaction 
assessed on the basis of the actual service provided as 
a proportion of the total services to be provided.
Agency fees are recognised as earned based on the ap-
plicable service contracts. Income received from the 
Ministry of Agriculture and expenses incurred related 
to the Bank’s participation in the national project «De-
velopment of Agro-Industrial Sector» are recognised by 
reference to the stage of completion of the services.
Foreign currency translation. Functional currency of 
each of the Group’s consolidated entities is the currency 
of the primary economic environment in which the en-
tity operates. The consolidated companies’ functional 
currency and the Group’s presentation currency is the 
national currency of the Russian Federation, Russian 
Roubles («RR»).
Monetary assets and liabilities are translated into each 
entity’s functional currency at the official exchange rate 
of the CBRF at the respective balance sheet dates. Foreign 
exchange gains and losses resulting from the settlement 
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of the transactions and from the translation of monetary 
assets and liabilities into each entity’s functional cur-
rency at year-end official exchange rates of the CBRF are 
recognised in foreign exchange translation gains less 
losses in the consolidated statement of income. Transla-
tion at year-end rates does not apply to non-monetary 
items, including equity investments. Effects of exchange 
rate changes on the fair value of equity securities are re-
corded as part of the fair value gain or loss.
As at 31 December 2006 the principal rate of exchange 
used for translating foreign currency balances was USD 
1 = RR 26.3311 (2005: USD 1 = RR 28.7825).
Fiduciary assets. Assets and liabilities held by the Group 
in its own name, but on the account of third parties, are 
not reported on the consolidated balance sheet. The ex-
tent of such balances and transactions is indicated in 
Note 27. For the purposes of disclosure, fiduciary activi-
ties do not encompass safe custody functions. Commis-
sions received from fiduciary activities are shown in fee 
and commission income.
Offsetting. Financial assets and liabilities are offset and 
the net amount reported in the consolidated0 balance 
sheet only when there is a legally enforceable right to 
offset the recognised amounts, and there is an intention 
to either settle on a net basis, or to realise the asset and 
settle the liability simultaneously.
Accounting for the effects of hyperinflation. The Rus-
sian Federation has previously experienced relatively 
high levels of inflation and was considered to be hyper-
inflationary as defined by IAS 29 «Financial Reporting in 
Hyperinflationary Economies» («IAS 29»). IAS 29 requires 
that the financial statements prepared in the currency of 
a hyperinflationary economy be stated in terms of the 
measuring unit current at the balance sheet date. IAS 29 
indicates that reporting operating results and financial 
position in the local currency without restatement is not 
useful because money loses purchasing power at such a 
rate that the comparison of amounts from transactions 
and other events that have occurred at different times, 
even within the same accounting period, is misleading.
The characteristics of the economic environment of the 
Russian Federation indicated that hyperinflation had 

ceased effective from 1 January 2003. Restatement pro-
cedures of IAS 29 are therefore only applied to assets 
acquired or revalued and liabilities incurred or assumed 
prior to that date. For these balances, the amounts ex-
pressed in the measuring unit current at as 31 Decem-
ber 2002 are the basis for the carrying amounts in these 
consolidated financial statements. The restatement was 
calculated using the conversion factors derived from the 
Russian Federation Consumer Price Index («CPI»), pub-
lished by the Russian Statistics Agency, and from indi-
ces obtained from other sources for years prior to 1992.
Staff costs and related contributions. Wages, salaries, 
contributions to the Russian Federation state pension 
and social insurance funds, paid annual leave and sick 
leave, bonuses, and non-monetary benefits are accrued 
in the year in which the associated services are ren-
dered by the employees of the Group. The Group makes 
payments to a non-state pension fund in respect of cer-
tain groups of employees (a defined contribution plan). 
These payments are included in the staff costs in the 
consolidated income statement.
Segment reporting. A segment is a distinguishable 
component of the Group that is engaged either in pro-
viding products or services (business segment) or in 
providing products or services within a particular eco-
nomic environment (geographical segment), which is 
subject to risks and rewards that are different from 
those of other segments. Segments with a majority 
of revenue earned from sales to external customers 
and whose revenue, result or assets are ten percent or 
more of all the segments are reported separately. Geo-
graphical segments of the Group have been reported 
separately within these consolidated financial state-
ments based on the ultimate domicile of the counter-
party, e.g. based on economic risk rather than legal 
risk of the counterparty.
Changes in accounting policies and presentation. 
Where necessary, corresponding figures have been 
adjusted to conform with changes in accounting 
policies and in the presentation of the current year 
amounts. Below are the explanations of major reclas-
sifications made.
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The effect of reclassifications on the consolidated balance sheet is as follows:

 In thousands of Russian Roubles 2005 

Increase in 

Current income tax prepayment 75 522 

Promissory notes issued 14 109 477 

Other borrowed funds 2 693 535 

Current income tax liability 2 224 

Decrease in 

Other assets 75 522 

Debt securities in issue 16 803 012 

Other liabilities 2 224 

The effect of reclassifications on the consolidated income statement is as follows: 

In thousands of Russian Roubles 2005 

Increase in 

Interest income 16 236 

Gains less losses on trading in foreign currencies 152 

Gain from early retirement of debt 7 595 

Decrease in 

Losses, net of gains from currency derivatives 152 

Other operating income 23 831 

Any further changes to these financial statements require approval of the Group’s Management Board who 
authorised these consolidated financial statements for issue. 

Сritical Accounting Estimates, and Judgements 
in Applying Accounting Policies

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

Impairment losses on loans and advances. The Group 
regularly reviews its loan portfolios to assess impair-
ment. In determining whether an impairment loss should 
be recorded in the income statement, the Group makes 
judgements as to whether there is any observable data 
indicating that there is a measurable decrease in the es-
timated future cash flows from a portfolio of loans before 
the decrease can be identified with an individual loan 
in that portfolio. This evidence may include observable 
data indicating that there has been an adverse change in 
the financial position of borrowers (assessed based on 
internal rating system), or an adverse change in the pay-
ment status of borrowers in a group, or national or local 
economic conditions that correlate with defaults on as-
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sets in the group. Management uses estimates based on 
historical loss experience for assets with credit risk char-
acteristics and objective evidence of impairment similar 
to those in the portfolio when scheduling its future cash 
flows. The methodology and assumptions used for esti-
mating both the amount and timing of future cash flows 
are reviewed regularly to reduce any differences between 
loss estimates and actual loss experience. To the extent 
that the assessed probability of default within pools of 
the total loans and advances to customers differs by +/- 
one percent, the provision would be approximately RR 
35 056 thousand higher or RR 2 248 thousand lower. To 
the extent that the assessed loss identification period 
for 3% of not impaired loans differs by +/- 1 month, the 
provision would be approximately RR 71 837 thousand 
higher or RR 70 999 thousand lower.
Tax legislation. Russian tax, currency and customs leg-
islation is subject to varying interpretations. Refer to 
Note 27.
Fair value of derivatives. The fair values of financial de-
rivatives that are not quoted in active markets are deter-
mined by using valuation techniques (for example, mod-
els). To the extent practical, models use only observable 
data, however areas such as credit risk (both own and 
counterparty), volatilities and correlations require man-
agement to make estimates. Changes in assumptions 
about these factors could affect reported fair values. 
In the absence of direct and clear evidence on difference 
between contractual prices on derivatives and observ-
able market prices for similar instruments on the most 
favourable open market accessible for the Group the fair 
value of derivatives at the date of initial recognition is 
considered to be the amount of net investment (or nil 
in case of no initial net investment). For currency swaps 
in which the Group agreed to pay roubles and receive 
dollars (Note 28), this is achieved by shifting rouble 
yield curve used to discount future cashflows in order 
to reflect the Group’s credit risk. This credit spread is 
subsequently adjusted only if there are observable mar-
ket data about the Group’s credit spread for similar con-
tracts. To the extent that the shift of rouble yield curve 
used to discount future cashflows in order to reflect the 
Group’s credit risk is averaged for deals in one currency 
and within one period, the fair value of currency swaps 
would be approximately RR 2 125 thousand higher.
Deferred income tax asset recognition. The recognised 
deferred tax asset represents income taxes recoverable 
through future deductions from taxable profits and is re-
corded on the balance sheet. Deferred income tax assets 

are recorded to the extent that realisation of the related 
tax benefit is probable. The future taxable profits and 
the amount of tax benefits that are probable in the fu-
ture are based on medium term business plan prepared 
by management and extrapolated results thereafter. The 
business plan is based on management expectations 
that are believed to be reasonable under the circum-
stances.
Related party transactions. The Bank’s only share-
holder is the Government of the Russian Federation 
represented by the Federal Agency for Managing State 
Property (See Note 1). Currently the Government of the 
Russian Federation does not provide to the general pub-
lic or entities under its ownership/control a complete 
list of the entities which are owned or controlled directly 
or indirectly by the State. Judgement is applied by the 
Management in identification of related parties to be 
disclosed in the consolidated financial statements. Re-
fer to Note 31.

Adoption of New or Revised Standards and 
Interpretations

Certain new IFRSs became effective for the Group from 1 
January 2006. Listed below are those new or amended 
standards or interpretations which are or in the future 
could be relevant to the Group’s operations and the 
nature of their impact on the Group’s accounting poli-
cies. All changes in accounting policies were applied 
retrospectively with adjustments made to the retained 
earnings at 1 January 2005, unless otherwise described 
below. 
IFRIC 4, Determining whether an Arrangement con-
tains a Lease (effective from 1 January 2006). IFRIC 4 
requires that determining whether an arrangement is, 
or contains, a lease be based on the substance of the 
arrangement. It requires an assessment of whether (a) 
fulfilment of the arrangement is dependent on the use 
of a specific asset or assets (the asset); and (b) the ar-
rangement conveys a right to use the asset. The Group 
reassessed its arrangements and concluded that no 
adjustments are required as a result of adoption of 
IFRIC 4.
IAS 39 (Amendment) — The Fair Value Option (effec-
tive from 1 January 2006). IAS 39 (as revised in 2003) 
permitted entities to designate irrevocably on initial rec-
ognition practically any financial instrument as one to be 
measured at fair value with gains and losses recognised 
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in profit or loss (‘fair value through profit or loss’). The 
amendment changes the definition of financial instru-
ments ‘at fair value through profit or loss’ and restricts 
the ability to designate financial instruments as part 
of this category. The Group amended its policies and 
management now designates financial instruments as 
part of this category only if (a) such classification elimi-
nates or significantly reduces an accounting mismatch 
that would otherwise arise from measuring assets or li-
abilities or recognising the gains and losses on them on 
different bases; or (b) a group of financial assets, finan-
cial liabilities or both is managed and its performance 
is evaluated on a fair value basis, in accordance with a 
documented risk management or investment strategy, 
and information on that basis is regularly provided to 
and reviewed by the Bank’s Management Board.
The Group applies the amendment retrospectively in 
accordance with the transitional provisions of the Fair 
Value Option amendment to IAS 39. The amendment did 
not have an impact on these financial statements.
IAS 39 (Amendment) — Cash Flow Hedge Accounting 
of Forecast Intragroup Transactions (effective from 1 
January 2006). The amendment allows the foreign cur-
rency risk of a highly probable forecast intragroup trans-
action to qualify as a hedged item in the consolidated 
financial statements provided that the transaction is 
denominated in a currency other than the functional 
currency of the entity entering into that transaction and 
the foreign currency risk will affect consolidated profit 
or loss. The Group does not apply hedge accounting 
and therefore the amendment did not have an impact 
on these financial statements.
IAS 39 (Amendment) — Financial Guarantee Contracts 
(effective from 1 January 2006). As a result of this 
amendment, the Group measures issued financial guar-
antees initially at their fair value, which is normally evi-
denced by the amount of fees received. This amount is 
then amortised on a straight line basis over the life of the 
guarantee. At each balance sheet date, the guarantees 
are measured at the higher of (i) the unamortised bal-
ance of the amount at initial recognition and (ii) the best 
estimate of expenditure required to settle the commit-
ment at the balance sheet date. This amendment did not 
have a significant impact on these financial statements.
IAS 21 (Amendment) — Net Investment in a Foreign Op-
eration (effective from 1 January 2006). This amendment 
requires foreign exchange gains and losses on monetary 
items that form part of net investment in a foreign opera-
tion (e.g. quasi-equity intercompany loans) to be reported 

in consolidated equity even if the loans are not in the 
functional currency of either the lender or the borrower. 
Previously, such exchange differences were required to 
be recognised in consolidated profit or loss. It also ex-
tended the definition of ‘net investment in a foreign op-
eration’ to include loans between sister companies. This 
amendment did not have a significant impact on these 
financial statements.
IAS 19 (Amendment) — Employee Benefits (effective 
from 1 January 2006). The amendment introduced an 
additional option to recognise actuarial gains and losses 
arising in post-employment defined benefit plans in full 
directly in retained earnings in equity. It also requires 
new disclosures about defined benefit plans and clari-
fies accounting for a contractual agreement between a 
multi-employer plan and participating employers. This 
amendment did not have a significant impact on these 
financial statements.
Effect of Adoption of New or Revised Standards. The 
effect of adoption of the above new or revised standards 
and interpretations on the Group’s financial position at 
31 December 2006 and 31 December 2005 and on the 
results of its operations for the years then ended was 
not significant.

New Accounting Pronouncements

Certain new standards and interpretations have been 
published that are mandatory for the Group’s ac-
counting periods beginning on or after 1 January 2007 
or later periods and which the Bank has not early ad-
opted: 
IFRS 7 Financial Instruments: Disclosures and a 
complementary Amendment to IAS 1 Presentation 
of Financial Statements — Capital Disclosures (ef-
fective from 1 January 2007). The IFRS introduces 
new disclosures to improve the information about fi-
nancial instruments. The volume of disclosures will in-
crease significantly with an emphasis on quantitative 
aspects of risk exposures and the methods of risk man-
agement. The quantitative disclosures will provide in-
formation about the extent of exposure to risk, based 
on information provided internally to the entity’s key 
management personnel. Qualitative and quantitative 
disclosures will cover exposure to credit risk, liquidity 
risk and market risk including sensitivity analysis to 
market risk. IFRS 7 replaces IAS 30, Disclosures in the 
Financial Statements of Banks and Similar Financial 
Institutions, and some of the requirements in IAS 32, 
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Financial Instruments: Disclosure and Presentation. 
The Amendment to IAS 1 introduces disclosures about 
level of an entity’s capital and how it manages capital. 
The Group is currently assessing what impact the new 
IFRS and the amendment to IAS 1 will have on disclo-
sures in its financial statements.
IFRS 8, Operating Segments (effective for annual pe-
riods beginning on or after 1 January 2009). This Stan-
dard applies to entities the debt instrument of which are 

traded in the open market, and entities which provide, or 
plan to provide, their financial statements to supervisory 
bodies in connection with placement of certain instru-
ments in the open market. IFRS 8 requires to disclose fi-
nancial and narrative information in respect of operating 
segments and clarifies how to disclose it in the financial 
statements. Currently, the management evaluates the ef-
fect of this Standard on disclosing information on seg-
ments in the Group’s consolidated financial statements.

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

IAS 23 (Revised), Borrowing costs (effective for bor-
rowing costs relating to qualifying assets for which 
the commencement date for capitalisation is on or 
after 1 January 2009);

IFRIC 7, Applying the Restatement Approach under 
IAS 29 (effective for periods beginning on or after 1 
March 2006, that is from 1 January 2007);

IFRIC 8, Scope of IFRS 2 (effective for periods begin-
ning on or after 1 May 2006, that is from 1 January 
2007);

IFRIC 9, Reassessment of Embedded Derivatives (ef-
fective for annual periods beginning on or after 1 
June 2006);

IFRIC 10, Interim Financial Reporting and Impairment 
(effective for annual periods beginning on or after 1 
November 2006);

IFRIC 11, IFRS 2—Group and Treasury Share Transac-
tions (effective for annual periods beginning on or 
after 1 March 2007);

IFRIC 12, Service Concession Arrangements (ef-
fective for annual periods beginning on or after 1 
March 2008).

Unless otherwise described above, the new standards and interpretations are not expected to significantly affect the 
Group’s financial statements.

 In thousands of Russian Roubles 2006 2005 

Cash on hand 1 249 651 639 297 

Cash balances with the CBRF (other than mandatory reserve deposits) 11 663 404 2 689 306 

Correspondent accounts and overnight placements with other banks 

— the Russian Federation 341 529 11 534 

— The United States of America 43 705 1 433 531 

— Other countries 15 301 12 400 

— Settlement accounts with MICEX and RTS 2 189 6 620 

Total cash and cash equivalents 13 315 779 4 792 688 

Geographical, currency and interest rate analyses of cash and cash equivalents are disclosed in Note 26. The 
information on related party balances is disclosed in Note 31.

Cash and Cash Equivalents
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Trading Securities and Repurchase Receivable

 In thousands of Russian Roubles 2006 2005 

Promissory notes 
Corporate bonds 
Federal loan bonds (OFZ bonds) 
Municipal bonds 
Corporate Eurobonds 
Corporate shares 

2 447 538 
1 670 004 
1 069 928 

765 238 
692 358 

88 158 

1 831 885
796 704 
828 851 
493 251 
562 646 

9 715 

Total trading securities 6 733 224 4 523 052 

Repurchase receivable 152 573  —

As at 31 December 2006 promissory notes in the 
Group’s portfolio are represented by promissory no-
tesissued by Russian banks. These promissory notes 
have maturities from January to December 2007 (2005: 
from demand to October 2006). As at 31 December 
2006 yield to maturity ranges from 8.7% p.a. to 17.3% 
p.a. (2005: from 8.5% p.a. to 20.0% p.a.). 
Corporate bonds are securities denominated in Rus-
sian Roubles issued by major Russian companies. 
Corporate bonds are traded at a discount or premium 
to face value and carry a coupon payable quarterly or 
semi-annually, depending on the type of the bond is-
sue and the issuer. These bonds have maturity dates 
from January 2007 to February 2016 (2005: from April 
2006 to June 2010), coupon rate from 7.1% to 10.7% 
(2005: from 7.2% to 14.2%) and yield to maturity from 
6.6% to 11.1% (2005: from 6.6% to 14.0%), depend-
ing on the type of the bond issue, the issuer and the 
market conditions.
OFZ bonds are Russian Rouble denominated govern-
ment securities issued by the Ministry of Finance of 
the Russian Federation. OFZ bonds have maturity dates 
from July 2010 to August 2018 (2005: from July 2010 
to August 2018), coupon rate from 8.5% to 10% p.a. 
(2005: 10% p.a.) and yield to maturity from 6.8% p.a. 
to 7.6% p.a. as at 31 December 2006 (2005: from 7.5% 
to 7.6% p.a.), depending on the type of the bond issue 
and the market conditions.
Municipal bonds are represented by bonds issued by 
Russian municipal authorities. These bonds are traded 
at a discount or premium to face value and carry a cou-
pon payable quarterly or semi-annually, depending on 
the type of the bond issue and the issuer. These bonds 

have maturity dates from November 2007 to June 2015 
(2005: from July 2006 to November 2013), coupon rate 
from 6.8% to 13.3% p.a. (2005: from 6.8% to 14.0% 
p.a.) and yield to maturity from 6.0% to 9.0% as at 31 
December 2006 (2005: from 6.0% to 13.5% p.a.), de-
pending on the type of the bond issue, the issuer and 
the market conditions.
Corporate Eurobonds are interest bearing securities 
denominated in USD, issued by major Russian com-
panies, and are freely tradable internationally. These 
bonds have maturity dates from June 2007 to October 
2016 (2005: from October 2006 to September 2015), 
coupon rate from 7.5% to 9.8% p.a. (2005: from 6.2% 
to 10.9% p.a.) and yield to maturity from 5.4% to 9.6% 
p.a. as at 31 December 2006 (2005: from 6.0% to 8.2% 
p.a.), depending on the type of the bond issue, the is-
suer and the market conditions.
Corporate shares are shares of Russian companies.
Trading securities are tradable on Russian Stock Ex-
changes (RTS or MICEX), internationally or in an over-
the-counter market depending on the type of security. 
The Bank is licensed by the Federal Commission on Se-
curities Markets for trading in securities.
Repurchase receivable represents corporate bonds 
sold under sale and repurchase agreements which the 
counterparty has the right, by contract or custom, to 
sell or repledge. At 31 December 2006 the aggregate 
estimated fair value of repurchase receivable was RR 
152 573 thousand (2005: none). Refer to Note 27.
Geographical, currency and interest rate analyses of 
trading securities and repurchase receivable are dis-
closed in Note 26. The information on trading securi-
ties issued by related parties is disclosed in Note 31.
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Due from Other Banks

 In thousands of Russian Roubles 2006 2005 

Current term placements with other banks 
Reverse sale and repurchase agreements 

2 964 740 
199 801 

1 435 563 
—

Total due from other banks 3 164 541 1 435 563 

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

In thousands of Russian Roubles 2006  2005

Provision for impairment of due from other banks at 1 January
Recovery of provision for impairment of due from other banks during the year 

—
—

58 080 
(58 080) 

Provision for impairment of due from other banks as at 31 December — —

As at 31 December 2006 the estimated fair value of due 
from other banks was RR 3 164 541 thousand (2005: RR 
1 435 563 thousand). Refer to Note 29.
As at 31 December 2006 the Group has placements 
with two Russian banks with aggregated balances of RR 
1 853 779 thousand, or 58% of total due from other banks 

(2005: two banks with aggregated amount of RR 1 277 091 
thousand, or 89% of total due from other banks), which 
mature from January to April 2007.
Geographical, currency, maturity and interest rate analyses 
of due to other banks are disclosed in Note 26. The infor-
mation on related party balances is disclosed in Note 31.

Loans and Advances to Customers

 In thousands of Russian Roubles 2006 2005 

Current loans 157 524 986 44 975 413 

Overdue loans 1 203 452 632 289 

Reverse sale and repurchase agreements 797 386 —

Investments in agricultural cooperatives 396 935 —

Total loans and advances to customers (before impairment) 
Less: Provision for loan impairment 

159 922 759 
(4 057 516) 

45 607 702 
(1 447 995) 

Total loans and advances to customers 155 865 243 44 159 707 

Overdue loans represent the amount of overdue loan 
payments and do not include the entire outstanding bal-
ance of the loans with overdue payments.
Investments in agricultural cooperatives represent con-
tributions made by the Bank as part of its participation in 
the National Project «Development of the Agro-Industrial 

Sector». According to the contracts with cooperatives the 
Bank receives fixed annual dividends at the rate of 6% of 
contributions made. According to the Bank’s approved 
program, it makes cooperative member contributions for 
the period of 5 to 8 years, at the end of which the Bank 
will withdraw its contributions.
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Movements in the provision for loan impairment are as follows:

 In thousands of Russian Roubles 2006 2005 

Provision for loan impairment at 1 January
Provision for loan impairment during the year 
Loans and advances to customers written off during the year as uncollectible 

1 447 995 
2 631 382 

(21 861) 

609 266 
848 200 

(9 471) 

Provision for loan impairment at 31 December 4 057 516 1 447 995 

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

 In thousands of Russian Roubles                          2006                           2005 

Amount % Amount % 

Agriculture 96 584 691 60 27 520 074 60 

Individuals 21 293 941 13 797 951 2 

Industry 20 011 369 13 7 661 241 17 

Trading 14 270 484 9 7 824 212 17 

Construction 3 439 537 2 420 099 1 

Other 4 322 737 3 1 384 125 3 

Total loans and advances 
to customers (before impairment) 159 922 759 100 45 607 702 100

As at 31 December 2006 the Group had loans in the ag-
gregate amount of RR 4 490 331 thousand (2005: RR 
2 465 226 thousand) issued at 6.5% p.a. to an entity 
which is 100% owned by the Federal Government of the 
Russian Federation.
The Bank provides loans to its borrowers at prevailing 
market rates. As at 31 December 2006 included in gross 
amount of loans are loans in the amount of RR 101 532 425 
thousand (2005: RR 19 495 644 thousand), for which 
the borrowers receive subsidies from Federal and re-
gional budgets. Subsidies are paid directly to the bor-
rowers at two thirds of the CBRF refinancing rate.

As at 31 December 2006, the aggregate amount of 
loans to individuals included loans in the amount of RR 
16 945 011 thousand issued to individuals - sole farm-
ers (2005: RR 396 064 thousand).
As at 31 December 2006 the estimated fair value of loans 
and advances to customers was RR 155 865 243 thou-
sand (2005: RR 44 159 707 thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate analy-
ses of loans and advances to customers are disclosed 
in Note 26. The information on related party balances is 
disclosed in Note 31.
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Premises, Equipment and Intangible Assets

 In thousands of Russian Roubles Note Premises Office and 
computer 

equipment 

Land Total pre-
mises and 

equipment 

Intangible 
assets 

Total 

Cost at 1 January 2005 
Accumulated depreciation 

103 271 
(6 850) 

307 022 
(96 415) 

—
—

410 293 
(103 265) 

121 453 
(61 937) 

531 746 
(165 202) 

Carrying amount at 
1 January 2005 96 421 210 607 — 307 028 59 516 366 544 

Additions 
Disposals 
Depreciation charge 22 

899 663 
(1 637) 
(6 394) 

180 562 
(7 532) 

(58 157) 

—
—
—

1 080 225 
(9 169) 

(64 551) 

34 345 
—

(26 218) 

1 114 570 
(9 169) 

(90 769) 

Carrying amount at 
31 December 2005 988 053 325 480 — 1 313 533 67 643 1 381 176 

Cost at 31 December 2005 
Accumulated depreciation 

1 001 210 
(13 157) 

474 034 
(148 554) 

—
—

1 475 244 
(161 711) 

155 798 
(88 155) 

1 631 042 
(249 866) 

Carrying amount at
31 December 2005 988 053 325 480 — 1 313 533 67 643 1 381 176 

Additions 
Disposals 
Depreciation charge 22 

622 828 
(1 459) 

(20 870) 

609 119 
(4 141) 

(100 341) 

701
—
—

1 232 648 
(5 600) 

(121 211) 

133 328 
—

(30 874) 

1 365 976 
(5 600) 

(152 085) 

Carrying amount at 
31 December 2006 1 588 552 830 117 701 2 419 370 170 097 2 589 467 

Cost at 31 December 2006 
Accumulated depreciation 

1 622 423 
(33 871) 

1 068 849 
(238 732) 

701 
—

2 691 973 
(272 603) 

287 177 
(117 080) 

2 979 150 
(389 683) 

Carrying amount at
31 December 2006 1 588 552 830 117 701 2 419 370 170 097 2 589 467 

Intangible assets mainly include capitalised acquired computer software.
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Other Assets

 In thousands of Russian Roubles Note 2006 2005 

Trade debtors and other prepayments 275 465 46 587 

Fair value of currency derivatives 28 170 404 2 673 

Settlements on funds transfer operations 79 034 2 211 

Rent prepayment 24 667 22 057 

Prepaid taxes 1 063 1 818 

Other 12 047 5 944 

Less: Provision for impairment of other assets (8 113) (5 872) 

Total other assets 554 567 75 418 

Movements in the provision for impairment of other assets are as follows:

 In thousands of Russian Roubles 2006 2005 

Provision for impairment of other assets at 1 January
Provision for/(recovery of) impairment of other assets during the year 
Other assets written off during the period as uncollectible 

5 872 
2 826 
(585) 

5 931 
(59)

—

Provision for impairment of other assets at 31 December 8 113 5 872 

Geographical, currency and maturity analyses of other assets are disclosed in Note 26. The information on related 
party balances is disclosed in Note 31.

Due to Other Banks

 In thousands of Russian Roubles 2006 2005 

Term borrowings from other banks 
Syndicated loans 
Correspondent accounts and overnight placements of other banks 
Sale and repurchase transactions with securities 

35 207 712 
2 615 630 

17 453 
132 021 

4 534 362 
2 127 010 

30 269 
—

Total due to other banks 37 972 816 6 691 641 

At 31 December 2006, syndicated loans include a 
loan in Euros attracted from ten OECD banks. The loan 
has maturity in October 2009, nominal interest rate of 
4.653% (2005: a loan in Russian Roubles attracted from 
six Russian banks with maturity in July 2006 and nomi-
nal interest rate of 8.5% p.a. The loan was repaid in July 
2006) and effective interest rate of 4.978% p.a. (2005: 
10% p.a.).
As at 31 December 2006 the Group had balances 
due to three foreign banks with aggregated amount 

of RR 27 409 134 thousand, or 72% of total due to 
other banks (2005: due to two banks with aggregated 
amount of RR 2 455 231 thousand, or 37% of total due 
to other banks).
As at 31 December 2006 the estimated fair value of due 
to other banks was RR 37 972 816 thousand(2006: RR 
6 691 641 thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate analyses 
of due to other banks are disclosed in Note 26. The infor-
mation on related party balances is disclosed in Note 31.
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Customer Accounts

 In thousands of Russian Roubles 2006 2005 

State and public organisations 

— Current/settlement accounts 1 208 315 1 033 234 

— Term deposits 156 825 140 322 

Other legal entities 

— Current/settlement accounts 10 675 414 3 450 795 

— Term deposits 11 914 634 4 731 320 

— Sale and repurchase transactions with securities 38 907 —

Individuals 

— Current/demand accounts 2 069 174 657 224 

— Term deposits 8 399 522 4 664 074 

Total customer accounts 34 462 791 14 676 969 

Economic sector concentrations within customer accounts are as follows:

 In thousands of Russian Roubles                           2006                           2005 

Amount % Amount % 

Individuals 10 468 696 30 5 321 298 36 

Insurance 6 028 030 18 2 821 221 19 

Industry 4 612 042 13 437 511 3 

Agriculture 4 317 408 13 1 443 796 10 

Leasing 2 996 332 9 60 379 1 

Trading 1 544 364 5 752 726 5 

Construction 1 524 980 4 508 557 3 

State and public organisations 1 365 140 4 1 173 556 8 

Finance and pension security 396 298 1 1 141 010 8 

Real estate 116 443 0 556 357 4 

Other 1 093 058 3 460 558 3 

Total customer accounts 34 462 791 100 14 676 969 100 

As at 31 December 2006, the Group had three custom-
ers with balances above RR 2 200 000 thousand (2005: 
two customers with balances above RR 1 100 000 thou-
sand). The aggregate balance of these customers was 
RR 8 259 047 thousand, or 24% of total customer ac-
counts (2005: RR 2 548 884 thousand, or 17% of total 
customer accounts).

As at 31 December 2006, the estimated fair value of 
customer accounts was RR 34 462 791 thousand (2005: 
RR 14 676 969 thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate anal-
yses of customer accounts are disclosed in Note 26. 
The information on related party balances is disclosed 
in Note 31.
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Promissory Notes Issued

 In thousands of Russian Roubles  2006 2005

Promissory notes issued  38 235 757 14 109 477

Total promissory notes issued  38 235 757 14 109 477

The Group issued promissory notes at a discount to 
nominal value and interest bearing promissory notes 
denominated in Russian Roubles, US dollars and Euros 
with effective interest rate from 0% p.a. (for promissory 
notes on demand) to 9% p.a. and maturity dates from 
January 2007 to November 2011 (2005: Russian Rou-
bles and US dollars with effective interest rate from 0% 
p.a. (for promissory notes on demand) to 11% p.a. and 
maturity dates from January 2006 to November 2011).
As at 31 December 2006 promissory notes issued, which 

were initially purchased by four banks, amounted RR 
36 020 979 thousand or 94% of total promissory notes 
issued by the Group (2005: two banks purchased prom-
issory notes of RR 13 142 437 thousand or 93%).
As at 31 December 2006 the estimated fair value of 
Promissory notes issued was RR 38 235 757 thousand 
(2005: RR 14 109 477 thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate analy-
ses of Promissory notes issued are disclosed in Note 26. 

Subordinated Debt

As at 31 December 2006, subordinated debt represents 
USD 500 000 thousand Eurobonds issued by the Group 
in September 2006 through its special purpose entity, 
RHSB Capital S.A. The Eurobonds mature in September 
2016 and have semi-annual interest payments at 6.97% 
p.a. and yield to the next repricing date in September 
2011 of 6.16% p.a.
As at 31 December 2005, subordinated debt represents 
funds obtained by the Group in 2001 from Agency for 
Restructuring of Credit Organisations («ARCO», Russian 
government financial institution) for the purpose of fi-
nancing the main activity of the Group. Due to ARCO 

liquidation in December 2004, its rights and obliga-
tion were assigned to Government corporation «Agency 
for Deposit Insurance». Interest rates on these funds 
amount to 3.25% p.a., maturity period is from April to 
June 2006. The Group repaid the debt in June 2006.
As at 31 December 2006, the fair value of subordinated 
debt was RR 13 845 781 thousand (2005: RR 165 155 
thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate 
analyses of subordinated debt are disclosed inNote 
26. The information on related party balances is dis-
closed in Note 31. 

Other Borrowed Funds

 In thousands of Russian Roubles 2006 2005 

Eurobonds issued 27 682 740 7 147 944 

Domestic bonds issued 10 017 849 2 693 535 

Total other borrowed funds 37 700 589 9 841 479 

As at 31 December 2006, the Group had borrowings of 
RR 27 682 740 thousand (2005: RR 7 147 944 thousand) 
in US Dollars denominated Eurobonds issued through 
its special purpose entity, RHSB Capital S.A.
Eurobonds with nominal value of USD 350 000 thousand 
(2005: USD 250 000 thousand) have maturity on 29 No-
vember 2010 and semi-annual payment of coupon income. 
As at 31 December 2006, coupon income was 6.875% p.a. 
and yield to maturity 6.0% p.a. (2005: 6.9% p.a.).

Eurobonds with nominal value of USD 700 000 thou-
sand (2005: nil) have maturity on 16 May 2013 and 
semi-annual payment of coupon income. As at 31 De-
cember 2006, coupon income was 7.175% p.a. and 
yield to maturity 6.09% p.a. 
In December 2004, the Group placed own bonds denomi-
nated in Russian Roubles in the amount of RR 3 000 000 
thousand maturing in June 2008 with the quarterly pay-
ment of coupon income. As at 31 December 2006, cou-
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pon rate is 7.2% p.a. (as at 31 December 2005: 7.5% p.a.) 
and yield to maturity is 7.01% p.a. (2005: 7.53% p.a.).
In February 2006, the Group placed own bonds de-
nominated in Russian Roubles in the amount of RR 
7 000 000 thousand maturing in February 2011 with 
the quarterly payment of coupon income. As at 31 De-
cember 2006, coupon rate is 7.85% p.a. and yield to 
maturity is 7.31% p.a.  

As at 31 December 2006, the estimated fair value of oth-
er borrowed funds was RR 39 392 756 thousand (2005: 
RR 9 841 479 thousand). Refer to Note 29.
Geographical, currency, maturity and interest rate analy-
ses of other borrowed funds are disclosed in Note 26.

Other Liabilities

 In thousands of Russian Roubles Note 2006 2005 

Fair value of currency derivatives 28 641 254 7 400 

Accrued staff expenses 207 175 4 373 

Taxation payable 57 511 9 361 

Provision for losses on credit related commitments — 801 

Contributions to share capital not yet registered — 493 000 

Other 32 700 1 336 

Total other liabilities 938 640 516 271 

Geographical, currency and interest rate analyses of other liabilities are disclosed in Note 26.

Share Сapital

Statutory capital authorised, issued and fully paid comprises:

 Number of Nominal Inflation 

In thousands of Russian Roubles outstanding shares value adjusted amount 

At 1 January 2005
New ordinary shares issued 

4 649 
6 121 

4 649 000 
6 121 000 

5 398 833 
6 121 000 

At 31 December 2005 10 770 10 770 000 11 519 833 

New ordinary shares issued 10 101 10 101 000 10 101 000 

At 31 December 2006 20 871 20 871 000 21 620 833 

The Group’s authorised share capital comprises 
20 871 issued and registered ordinary shares. All ordi-
nary shares have a nominal value of RR 1 000 thousand 
per share and rank equally. Each share carries one vote.
In 2006, the Bank increased its share capital by issuing 

10 101 ordinary shares with the total nominal amount 
of RR 10 101 000 thousand. All shares were purchased 
by the Bank’s only shareholder - the Government of the 
Russian Federation represented by the Federal Agency 
for Managing State Property.
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Interest Income and Expense

 In thousands of Russian Roubles 2006 2005 

Interest income 

Loans and advances to customers 14 191 712 4 547 520 

Trading securities 443 773 268 012 

Due from other banks 271 412 79 014 

Correspondent accounts with other banks 35 910 571 

Repurchase receivable 10 221 —

Total interest income 14 953 028 4 895 117 

Interest expense 
Promissory notes issued 
Other borrowed funds and subordinated debt 
Term deposits of other banks 
Term deposits of individuals 
Term deposits of legal entities 
Current/settlement accounts 
Other 

(1 780 380) 
(2 448 040) 
(1 364 332) 

(581 312) 
(520 919) 

(10 368) 
(2) 

(817 104) 
(315 334) 
(184 371) 
(372 903) 
(203 414) 

(27 298) 
—

Total interest expense (6 705 353) (1 920 424) 

Net interest income 8 247 675 2 974 693 

Fee and Commission Income and Expense

 In thousands of Russian Roubles 2006 2005 

Fee and commission income 

Commission on cash transactions 373 837 215 225 

Commission on settlement transactions 172 823 105 363 

Agency fees for debt collection and currency control 64 013 23 183 

Commission on cash collection 2 347 2 065 

Commission on transactions with securities 42 2 115 

Other 481 18 577 

Total fee and commission income 613 543 366 528 

Fee and commission expense 
Commission on cash collection 
Commission on settlement transactions 
Commission on cash transactions 
Other 

(26 795) 
(15 651) 

(101) 
(507) 

(13 397) 
(2 700) 

(18) 
(888) 

Total fee and commission expense (43 054) (17 003) 

Net fee and commission income 570 489 349 525 
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Administrative and Other Operating Expenses

 In thousands of Russian Roubles Note 2006 2005 

Staff costs 3 556 721 1 568 955 

Lease expenses 375 266 251 513 

Other costs of premises and equipment 348 944 163 775 

Taxes other than on income 215 983 92 290 

Supplies and other materials consumed 150 544 27 201 

Security 144 595 91 909 

Depreciation of premises and equipment 11 121 211 64 551 

Expenses relating to participation in the national project 94 937 —

Advertising and marketing 70 647 22 138 

Utilities 55 196 27 115 

Amortization of intangible assets 30 874 26 218 

Stationery 29 974 14 569 

Other 285 684 161 705 

Total administrative and other operating expenses 5 480 576 2 511 939 

Expenses relating to participation in the national project 
represent expenses incurred by the Group relating to in-
formation and marketing support of the national project 
«Development of Agro-Industrial Sector» and mainly 
include advertising and marketing. The Group received 
income in the amount of RR 127 118 thousand from 
the Ministry of Agriculture of the Russian Federation 
under the state contract concluded with the Ministry of 

Agriculture included in the consolidated income state-
ment in connection with the above project.
Included in staff costs are statutory social security and 
pension contributions of RR 523 394 thousand (2005: 
RR 237 166 thousand), and also contributions to a non-
state pension fund in the amount of RR 35 909 thou-
sand (2005: RR 16 182 thousand).
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Income Taxes

Income tax expense comprises the following:

 In thousands of Russian Roubles 2006 2005 

Current tax 400 589 106 465 

Deferred tax (77 680) (50 899) 

Income tax expense for the year 322 909 55 566 

The income tax rate applicable to the majority of the Group’s income is 24% (2005: 24%). A reconciliation between 
the expected and the actual taxation charge is provided below:

In thousands of Russian Roubles 2006 2005 

IFRS profit before taxation 1 176 086 145 714 

Theoretical tax charge at statutory rate (2006: 24%; 2005: 24%) 282 261 34 971 

Tax effect of items which are not deductible or assessable for taxation 

purposes: 

— Income which is exempt from taxation 409 (3 581) 

— Non deductible staff costs 22 211 7 759 

— Non deductible charity costs 9 005 3 586 

— Other non deductible expenses 21 791 24 210 

— Income on government securities taxed at different rates (12 768) (11 379) 

Income tax expense for the year 322 909 55 566 

The Group has not recorded a deferred tax liability in 
respect of temporary differences of RR 7 272 thousand 
(2005: RR 1 811 thousand) associated with investments 
in the subsidiary as the Group is able to control the timing 
of the reversal of those temporary differences and does 
not intend to reverse them in the foreseeable future.
Differences between IFRS and Russian statutory taxation 
regulations give rise to temporary differences between 
the carrying amount of assets and liabilities for financial 
reporting purposes and their tax bases. The tax effect of 
the movements in these temporary differences is detailed 

below and is recorded at the rate of 24% (2005: 24%), 
except for income on state securities that is taxed at 15% 
(2005: 15%). 
In the context of the Group’s current structure and Rus-
sian tax legislation, tax losses and current tax assets of 
different group companies may not be offset against cur-
rent tax liabilities and taxable profits of other group com-
panies and, accordingly, taxes may accrue even where 
there is a consolidated tax loss. Therefore, deferred tax 
assets and liabilities are offset only when they relate to 
the same taxable entity and the same taxation authority.
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 In thousands of Russian Roubles 2005 Recognised 
in consolidated 

income 
statement 

2006 

Tax effect of deductible/(taxable) 
temporary differences
Provision for loan impairment 97 996 245 883 343 879 

Fair valuation of securities (6 053) 11 908 5 855 

Accruals on loans 17 838 41 031 58 869 

Accrued staff costs 512 48 031 48 543 

Premises and equipment (49 934) (28 713) (78 647) 

Accruals on due to other banks (2 907) (26 513) (29 420) 

Promissory notes issued 74 210 (83 680) (9 470) 

Accruals on other borrowed funds (22 027) (54 055) (76 082) 

Fair valuation of derivative financial instruments — (83 643) (83 643) 

Intangible assets (23) (8 938) (8 961) 

Other (2 534) 16 369 13 835 

Deferred income tax asset 107 078 77 680 184 758 

In thousands of Russian Roubles 2004 Recognised 
in consolidated 

income 
statement 

2005 

Tax effect of deductible/(taxable) 
temporary differences
Loan impairment provision 28 362 69 634 97 996 

Fair valuation of securities 5 820 (11 873) (6 053) 

Accruals on loans 5 504 12 334 17 838 

Accrued staff costs — 512 512 

Premises and equipment (17 556) (32 378) (49 934) 

Accruals on due to other banks (627) (2 280) (2 907) 

Accruals on promissory notes issued 39 200 35 010 74 210 

Accruals on other borrowed funds (3 791) (18 236) (22 027) 

Intangible assets — (23) (23) 

Other (733) (1 801) (2 534) 

Deferred income tax asset 56 179 50 899 107 078 
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Dividends

 In thousands of Russian Roubles 2006 
Ordinary 

2005 
Ordinary 

Dividends payable at 1 January 
Dividends declared during the year 
Dividends paid during the year 

—
56 111 

(56 111) 

—
14 621 

(14 621) 

Dividends payable at 31 December — —

Dividends per share declared during the year 3.7 3.1 

All dividends are declared and paid in Russian Roubles.

Segment Analysis

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

Business Segments. The Group is organised on the basis of two main business segments:

Retail banking – representing private banking servic-
es, private customer current accounts, savings, de-
posits, investment savings products, custody, credit 
and debit cards, consumer loans and mortgages.

Corporate banking – representing direct debit facili-
ties, current accounts, deposits, overdrafts, loan and 
other credit facilities, foreign currency and derivative 
products. 
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Segment information for the main reportable business segments of the Group for the year ended 31 December 2006 
is set out below:

  In thousands of Russian Roubles Corporate banking Retail 
banking 

Unallocated 
funds 

Total 

2006 
External revenues 14 482 853 1 271 311 —  15 754 164

Total revenues 14 482 853 1 271 311 — 15 754 164 

Total revenues comprise: 
— Interest income 
— Fee and commission income 
— Income from the Ministry of Agriculture of the Russian               
     Federation for participation in the national project 
— Other operating income 

13 693 738 
601 522 

127 118 
60 475 

1 259 290 
12 021 

—
—

—
—

—
—

 
14 953 028 

613 543 
127 118 

—
60 475

Total revenues 14 482 853 1 271 311 — 15 754 164  

Total expenses comprise: 
Interest expense 
— Fee and commission expense 
— Other administrative and operating expenses 
— Provisions 

(6 124 041) 
(43 054)

 (5 251 523)
 (2 438 485) 

(581 312)
—

(229 053) 
(195 723) 

—
—
—
—

 (6 705 353) 
(43 054)

(5 480 576) 
(2 634 208)

Total expense (13 857 103) (1 006 088) — (14 863 191) 

Segment results 
Unallocated net gains 
Income tax expense 

625 750

—

265 223

—

—
—
— 

890 973
285 113

(322 909)

Profit for the year — — — 853 177 

Segment assets 
Current and deferred tax assets 

162 587 474
—

21 504 280
—

—
488 873 

184 091 754 
488 873 

Total assets 162 587 474 21 504 280 488 873 184 580 627 

Segment liabilities 
Current and deferred tax liabilities 

152 121 474 10 468 696 —
60 701 

162 590 170 
60 701 

Total liabilities 152 121 474 10 468 696 60 701 162 650 871 

Other segment items 
Capital expenditure 
Provisions 
Depreciation and amortisation 

(1 278 007) 
(2 438 485) 

(142 291) 

(87 969) 
(195 723) 

(9 794) 

—
—
—

 
(1 365 976) 
(2 634 208) 

(152 085)

The Group changed its accounting policy for segment 
revenues to exclude gains (net of losses) from segment 
revenues. The change was applied retrospectively from 
1 January 2005. Management believes that the revised 
definition of segment revenue better reflects objectives 
of reporting segment information.

The effect of the change was to reduce 2005 segment 
revenues in the corporate banking segment by RR 83 538 
thousand, in the retail banking segment by RR 10 838 
thousand.
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Segment information for the main reportable business segments of the Group for the year ended 31 December 2005 
is set out below:

 In thousands of Russian Roubles Corporate banking Retail 
banking 

Unallocated funds Total 

External revenues 5 223 690 67 075  — 5 290 765 

Total revenues 5 223 690 67 075  — 5 290 765 

Total revenues comprise:
 —  Interest income 
 —  Fee and commission income 
 —  Other operating income 

4 837 056 
357 514 

29 120 

58 061 
9 014 

 — 
 — 
 — 

4 895 117 
366 528 

29 120 

Total revenues 5 223 690 67 075  — 5 290 765 

Total expenses comprise:
 —  Interest expense
 —  Fee and commission expense 
 —  Other administrative and operating expenses 
 —  Provisions 

(1 547 521) 
(17 003)

 (2 221 318) 
(784 676) 

(372 903) 
 — 

(290 621) 
(5 385) 

 — 
 — 
 — 
 — 

(1 920 424) 
(17 003) 

(2 511 939) 
(790 061) 

Total expense (4 570 518) (668 909)  — (5 239 427) 

Segment results 
Unallocated net gains 
Income tax expense 

653 172 
 — 
 — 

(601 834) 
 — 
 — 

 — 
 — 
 — 

51 338 
94 376 

(55 566) 

Profit for the year  —  —  — 90 148 

Segment assets 
Current and deferred tax assets 

56 052 549 
 — 

797 951 
 — 

 — 
184 418 

56 850 500 
184 418 

Total assets 56 052 549 797 951 184 418 57 034 918 

Segment liabilities 
Current and deferred tax liabilities 

40 670 333   
—

5 321 298 
— 

 — 
11 585 

45 991 631 
11 585 

Total liabilities 40 670 333 5 321 298 11 585 46 003 216 

Other segment items 
Capital expenditure 
Provisions 
Depreciation and amortisation 

(985 619) 
(784 676) 

(80 267) 

(128 951) 
(5 385) 

(10 502) 

—
—
—

(1 114 570) 
(790 061) 

(90 769)

Geographical segments. The Group operates only in the Russian Federation. Substantially all revenues of the Group 
were received from contracting parties operating in the Russian Federation.
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Financial Risk Management

The risk management function within the Group is car-
ried out in respect of financial risks (credit, market, 
geographical, currency, liquidity and interest rate), op-
erational risks and legal risks. The primary objectives of 
the financial risk management function are to establish 
risk limits, and then ensure that exposure to risks stays 
within these limits. The operational and legal risk man-
agement functions are intended to ensure proper func-
tioning of internal policies and procedures to minimise 
operational and legal risks.
Credit risk. The Group takes on exposure to credit risk 
which is the risk that a counterparty will be unable to 
pay all 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 relation to one borrower, 
or groups of borrowers, and to geographical segments. 
Such risks are monitored on a revolving basis and sub-
ject to an annual or more frequent review. Limits on the 
level of credit risk by product and borrower are approved 
regularly by the Bank’s Management Board and Credit 
Committee.
Most of the Group’s exposure to credit risk is concen-
trated in agricultural industry (refer to Notes 1 and 10). 
However, the credit risk on agricultural industry is diver-
sified through wide spread of borrowers across Russian 
regions and through different types of agricultural bor-
rowers.
The exposure to any one borrower including banks and 
brokers is further restricted by sub-limits covering on 
and off-balance sheet exposures and daily delivery risk 
limits in relation to trading items such as forward foreign 

exchange contracts. Actual exposures against limits are 
monitored daily.
Exposure to credit risk is managed through regular 
analysis of the ability of borrowers and potential bor-
rowers to meet interest and principal repayment ob-
ligations and by changing these lending limits where 
appropriate. Exposure to credit risk is also managed, 
in part, by obtaining collateral and corporate and per-
sonal guarantees.
The Group’s maximum exposure to credit risk is pri-
marily reflected in the carrying amounts of financial 
assets on the consolidated balance sheet. The impact 
of possible netting of assets and liabilities to reduce 
potential credit exposure is not significant.
Credit risk for off-balance sheet financial instruments 
is defined as the possibility of sustaining a loss as a re-
sult of another party to a financial instrument failing to 
perform in accordance with the terms of the contract. 
The Group uses the same credit policies in making 
conditional obligations as it does for onbalance sheet 
financial instruments through established credit ap-
provals, risk control limits and monitoring procedures.
Market risk. The Group takes on exposure to market 
risks. Market risks arise from open positions in inter-
est rate, currency and equity products, all of which are 
exposed to general and specific market movements. 
The Management Board sets limits on the value of risk 
that may be accepted, which is monitored on a regular 
basis. However, the use of this approach does not pre-
vent losses outside of these limits in the event of more 
significant market movements.
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Geographical risk. The geographical concentration of the Group’s assets and liabilities as at 31 December 2006 is 
set out below:

 In thousands of Russian Roubles Russia OECD* Non OECD Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central Bank of the 
Russian Federation 
Trading securities 
Repurchase receivable 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

13 256 772 

1 717 423 
6 733 224 

152 573 
3 164 541 

155 865 243 
184 758 
170 097 

2 419 370 
303 052 
382 476 

59 007 
 

— 
 — 
 — 
 — 
 — 
 — 
 — 
 — 
 — 

172 071 

 — 
 

— 
 — 
 — 
 — 
 — 
 — 
 — 
 — 
 — 
20 

13 315 779 

1 717 423 
6 733 224 

152 573 
3 164 541 

155 865 243 
184 758 
170 097 

2 419 370 
303 052 
554 567 

Total assets 184 349 529 231 078 20 184 580 627 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

2 303 608 
34 402 830 
38 235 757 
10 017 849 

3 190 
300 252 

 — 

33 001 365 
59 961 

 — 
27 682 740 

 — 
638 388 

13 337 088 

2 667 843 
 — 
 — 
 — 
 — 
 — 
 — 

37 972 816 
34 462 791 
38 235 757 
37 700 589 

3 190 
938 640 

13 337 088 

Total liabilities 85 263 486 74 719 542 2 667 843 162 650 871 

Net balance sheet position 99 086 043 (74 488 464) (2 667 823) 21 929 756 

Credit related commitments 1 441 169  —  — 1 441 169

*OECD – Organization for Economic Cooperation and Development.

Assets, liabilities and credit related commitments have 
generally been based on the country in which the coun-
terparty is located. Cash on hand and premises and 

equipment have been allocated based on the country in 
which they are physically held.
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The geographical concentration of the Group’s assets and liabilities as at 31 December 2005 is set out below:

 In thousands of Russian Roubles Russia OECD* Non OECD Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the 
Central Bank of the Russian Federation 
Trading securities 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

3 346 757 

484 714 
4 523 052
1 435 563 

44 159 707 
107 078 

67 643 
1 313 533 

75 522 
73 062 

1 445 931 

—
—
—
—
—
—
—
—

2 356 

—

—
—
—
—
—
—
—
—
—

4 792 688 

484 714 
4 523 052 
1 435 563 

44 159 707
107 078 

67 643 
1 313 533 

75 522 
75 418 

Total assets 55 586 631 1 448 287 — 57 034 918 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

5 064 560 
14 676 969 
14 109 477 

2 693 535 
2 224 

508 871 
165 155 

1 623 270 
—
—

7 147 944 
—

7 400 
—

3 811 
—
—
—
—
—
—

6 691 641 
14 676 969 
14 109 477 

9 841 479 
2 224 

516 271 
165 155 

Total liabilities 37 220 791 8 778 614 3 811 46 003 216 

Net balance sheet position 18 365 840 (7 330 327) (3 811) 11 031 702 

Credit related commitments 439 341 —  — 439 341

*OECD – Organization for Economic Cooperation and Development.
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Currency risk. The Group takes on exposure to effects of 
fluctuations in the prevailing foreign currency exchange 
rates on its financial position and cash flows. The 
Bank’s management sets limits on the levelof exposure 

by currency and in total for both overnight and intra-day 
positions, which are monitored daily. The table below 
summarises the Group’s exposure to foreign currency 
exchange rate risk at 31 December 2006:

 In thousands of Russian Roubles RR US Dollars Euro Other Non—monetary Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central Bank 
of the Russian Federation 
Trading securities 
Repurchase receivable 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

12 766 709 

1 717 423 
5 952 708

152 573
2 076 441 

152 602 676
184 758 

—
—

303 052 
340 369 

333 734 

—
692 358

—
927 105

 1 748 837 
—
—
—
—

169 400 

209 623 

—
—
—

160 995 
1 513 730 

—
—
—
—

44 798 

5 713 

—
—
—
—
—
—
—
—
—
—

—

—
88 158 

—
—
—
—

170 097
2 419 370 

—

13 315 779

1 717 423
6 733 224 

152 573
3 164 541

155 865 243
184 758 
170 097 

2 419 370 
303 052 
554 567 

Total assets 176 096 709 3 871 434 1 929 146 5 713 2 677 625 184 580 627 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

23 317 425
 30 336 254 
37 457 285 
10 017 849 

3 190 
938 640 

—

11 340 569 
2 912 975

611 534
27 682 740 

—
—

13 337 088 

3 314 822
1 213 562

166 938 
—
—
—
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

37 972 816 
34 462 791
38 235 757
37 700 589 

3 190 
938 640 

13 337 088 

Total liabilities 102 070 643 55 884 906 4 695 322 — — 162 650 871 

Fair value of currency derivatives (641 254) 126 782 43 622 — — (470 850) 

Net balance sheet position, excluding 
currency derivatives 74 667 320 (52 140 254) (2 809 798) 5 713 2 677 625 22 400 606 

Currency derivatives (57 215 881) 54 074 290 2 670 741 — — (470 850) 

Net currency position 17 451 439 1 934 036 (139 057) 5 713 2 677 625 21 929 756 
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At 31 December 2005, the Group had the following positions in currencies:

 In thousands of Russian Roubles RR US Dollars Euro Other Non-
monetary 

Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central 
Bank of the Russian Federation 
Trading securities 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

3 240 242 

484 714
3 950 691
1 408 006 

43 802 653 
107 078

—
—

75 522
72 136 

1 521 661 

—
562 646 

—
151 396 

—
—
—
—

3 164 

29 327 

—
—

27 557
205 658 

—
—
—
—

118 

1 458 

—
—
—
—
—
—
—
—
—

—

—
9 715 

—
—
—

67 643
1 313 533 

—
—

4 792 688 

484 714 
4 523 052 
1 435 563 

44 159 707 
107 078 

67 643 
1 313 533

75 522
 75 418 

Total assets 53 141 042 2 238 867 262 660 1 458 1 390 891 57 034 918 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

4 749 274
14 339 274 
13 340 860 

2 693 535 
2 224

515 432 
165 155 

1 823 736 
200 982 
768 617 

7 147 944 
—

839 
—

118 631 
136 713 

—
—
—
—
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

6 691 641 
14 676 969 
14 109 477 

9 841 479 
2 224 

516 271 
165 155 

Total liabilities 35 805 754 9 942 118 255 344 — — 46 003 216

Fair value of currency derivatives (7 400) 2 673 — — — (4 727) 

Net balance sheet position, 
excluding currency derivatives 17 342 688 (7 705 924) 7 316 1 458 1 390 891 11 036 429 

Currency derivatives (6 949 245) 6 944 518 — — — (4 727) 

Net currency position 10 393 443 (761 406) 7 316 1 458 1 390 891 11 031 702 

The currency derivatives position in each column 
represents the fair value, at the balance sheet date, 
of the respective currency that the Group decided to 
buy (positive amount) or sell (negative amount). The 
amounts by currency are presented gross as stated 
in Note 28. The net total represents fair value of the 
derivatives.
The Group has extended loans and advances denomi-
nated in foreign currencies. Movements in foreign ex-
change rates affect the borrowers’ repayment ability 
and incurrence of loan losses.

Liquidity risk. Liquidity risk is defined as the risk when 
the maturity of assets and liabilities does not match. 
The Group is exposed to daily calls on its available cash 
resources from overnight deposits, current accounts, 
maturing deposits, loan draw downs, guarantees and 
from margin and other calls on cash settled derivative 
instruments. The Group does not maintain cash re-
sources to meet all of these needs as experience shows 
that a minimum level of reinvestment of maturing funds 
can be predicted with a high level of certainty. Liquidity 
risk is managed by the Treasury of the Group.
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The table below shows assets and liabilities as at 31 
December 2006 by their remaining contractual maturity. 
Some of the assets and liabilities, however, may be of 
a longer term nature; for example, loans are frequently 
renewed and accordingly short term loans can have a 
longer term duration.
Overdue liabilities, such as term deposits not with-
drawn by the Bank’s customers, are classified within 

the «demand and less than 1 month» column. Overdue 
assets are classified within the «demand and less than 
1 month» column. Certain assets that do not have con-
tractual maturity dates are assumed to mature on the 
expected date on which the assets will be realised. The 
liquidity position of the Group as at 31 December 2006 
is set out below:

 In thousands of Russian Roubles Demand and 
less than 
1 month 

From 1 to 6 
months 

From 6 to 12 
months 

From 1 
to 5 years 

Over 5 years/ 
No stated 

maturity 

Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central 
Bank of the Russian Federation 
Trading securities 
Repurchase receivable 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

13 315 779 

275 018
6 733 224

152 573
1 980 533
5 761 129

—
—
—
—

175 734 

—

235 500 
—
—

1 023 013 
34 444 982 

184 758 
—
—

303 052 
195 575 

—

437 861 
—
—
—

30 638 182 
—
—
—
—

60 917 

—

749 402 
—
—

160 995 
70 488 216 

—

—
116 344 

—

19 642 
—
—
—

14 532 734 
—

170 097 
2 419 370 

—
5 997 

13 315 779 

1 717 423 
6 733 224 

152 573 
3 164 541 

155 865 243 
184 758 
170 097 

2 419 370 
303 052 
554 567 

Total assets 28 393 990 36 386 880 31 136 960 71 514 957 17 147 840 184 580 627 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

848 145 
15 102 380 

3 415 885 
—

3 190 
94 985 

—

4 623 610 
9 138 618 
2 823 427 

289 715 
—

2 734 
252 351 

179 601 
8 894 871 

21 741 518 
—
—

198 058 
—

30 930 062 
1 326 922 

10 254 927 
19 098 822 

—
642 525 

—

1 391 398 
—
—

18 312 052 
—

338 
13 084 737 

37 972 816 
34 462 791 
38 235 757 
37 700 589 

3 190 
938 640 

13 337 088 

Total liabilities 19 464 585 17 130 455 31 014 048 62 253 258 32 788 525 162 650 871 

Net liquidity surplus/(gap) 8 929 405 19 256 425 122 912 9 261 699 (15 640 685) 21 929 756 

Cumulative liquidity surplus 
at 31 December 2006 8 929 405 28 185 830 28 308 742 37 570 441 21 929 756 

 

The entire portfolio of trading securities is classified within 
demand and less than one month based onmanagement’s 
assessment of portfolio’s realisability and their view that 
it is a fairer portrayal of the Bank’s liquidity position.
The allocation of the portfolio of trading securities ac-
cording to the contractual maturities is the following: 

Demand and less than 1 month — RR 65 463 thousand; 
From 1 to 6 months — RR 147 020 thousand; From 6 to 
12 months — RR 2 418 176 thousand; From 1 to 5 years 
— RR 2 273 878 thousand; Over 5 years — RR 1 740 529 
thousand; No stated maturity — RR 88 158 thousand.
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The liquidity position of the Group at 31 December 2005 is set out below:

 In thousands of Russian Roubles Demand and 
less than 1 

month 

From 1 to 6 
months 

From 6 to 12 
months 

From 1 to 5 
years 

Over 5 years/
No stated 

maturity 

Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central Bank of the 
Russian Federation 
Trading securities 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

4 792 688  

116 566 
4 523 052 

85 175 
2 166 330 

—
—
—

10 143 
24 587 

—

111 788 
—

486 595
13 378 485 

107 078 
—
—

65 379 
7 541 

—

225 421 
—

846 343 
17 459 876 

—
—
—
—

30 122 

—

30 939 
—

17 450 
10 928 222 

—
—
—
—

8 168 

—

—
—
—

226 794 
—

67 643 
1 313 533 

—
5 000 

4 792 688 

484 714 
4 523 052 
1 435 563 

44 159 707 
107 078 

67 643 
1 313 533 

75 522 
75 418 

Total assets 11 718 541 14 156 866 18 561 762 10 984 779 1 612 970 57 034 918 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

2 880 994 
6 921 316 

979 433 
—

2 224 
10 492 

—

1 540 848 
3 863 760 
4 935 197 

57 191 
—

495 314 
165 155 

2 203 071 
3 846 266 
8 139 029 

—
—

8 498 
—

66 728 
45 627 
55 818 

9 784 288 
—

1 967 
—

—
—
—
—
—
—
—

6 691 641
14 676 969
14 109 477

9 841 479 
2 224 

516 271 
165 155 

Total liabilities 10 794 459 11 057 465 14 196 864 9 954 428 — 46 003 216 

Net liquidity surplus/(gap) 924 082 3 099 401 4 364 898 1 030 351 1 612 970 11 031 702 

Cumulative liquidity surplus 
at 31 December 2005 924 082 4 023 483 8 388 381 9 418 732 11 031 702   —

The allocation of the portfolio of trading securities ac-
cording to the contractual maturities is the following: 
Demand and less than 1 month – RR 51 765 thousand; 
From 1 to 6 months – RR 1 247 947 thousand; From 6 
to 12 months – RR 676 865 thousand; From 1 to 5 years 
– RR 1 945 681 thousand; Over 5 years – RR 591 079; 
No stated maturity – RR 9 715 thousand.
The matching and/or controlled mismatching of the 
maturities and interest rates of assets and liabilities is 
fundamental to the management of the Group. It is un-
usual for banks ever to be completely matched since 
business transacted is often of an uncertain term and 
of different types. An unmatched position potentially 

enhances profitability, but can also increase the risk of 
losses. The maturities of assets and liabilities and the 
ability to replace, at an acceptable cost, interest-bear-
ing liabilities as they mature, are important factors in 
assessing the liquidity of the Group and its exposure 
to changes in interest and exchange rates.
Management believes that in spite of a substantial 
portion of customers accounts being on demand, di-
versification of these deposits by number and type 
of depositors, and the past experience of the Group 
would indicate that these customers accounts pro-
vide a long-term and stable source of funding for the 
Group.
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Customer accounts are classified in the above analysis 
based on contractual maturities. However, in accordance 
with the Russian Civil Code, individuals have a right to 
withdraw their deposits prior to maturity if they forfeit 
their right to accrued interest.
Liquidity requirements to support calls under guaran-
tees and standby letters of credit are considerably less 
than the amount of the commitment because the Group 
does not generally expect the third party to draw funds 
under the agreement. The total outstanding contractual 
amount of commitments to extend credit does not nec-
essarily represent future cash requirements, since many 

of these commitments will expire or terminate without 
being funded.
Interest rate risk. The Group takes on exposure to the 
effects of fluctuations in the prevailing levels of market 
interest rates on its financial position and cash flows. In-
terest margins may increase as a result of such changes 
but may reduce or create losses in the event that unex-
pected movements arise. The table below summarises 
the Group’s exposure to interest rate risks at 31 Decem-
ber 2006. Included in the table are the Bank’s assets 
and liabilities at carrying amounts, categorised by the 
earlier of contractual repricing or maturity dates.

 In thousands of Russian Roubles Demand and 
less than 
1 month 

From 1 to 6 
months 

From 6 to 12 
months 

More than 
1 year 

Non-
monetary 

Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central 
Bank of the Russian Federation 
Trading securities 
Repurchase receivable 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

13 315 779 

275 018 
65 463 

—
1 980 533 
5 757 293 

—
—
—

175 734 

—

235 500 
439 573 

50 003 
1 023 013 

34 795 223 
184 758 

—
—

303 052 
195 575 

—

437 861 
2 973 852 

—
—

30 612 906 
—
—
—
—

60 917 

—

769 044 
3 166 178

102 570 
160 995 

84 699 821 
—
—
—
—

122 341 

—

—
88 158 

—
—
—
—

170 097 
2 419 370 

—
—

13 315 779 

1 717 423 
6 733 224 

152 573 
3 164 541 

155 865 243 
184 758 
170 097 

2 419 370 
303 052 
554 567 

Total assets 21 569 820 37 226 697 34 085 536 89 020 949 2 677 625 184 580 627 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

873 645 
15 146 008 

3 415 885 
—

3 190 
94 985 

—

4 835 726 
9 138 618 
2 823 427 

289 715 
—

2 734 
252 351 

170 277 
8 880 328 

21 741 518 
—
—

198 058 
—

32 093 168 
1 297 837 

10 254 927 
37 410 874 

—
642 863 

13 084 737 

—
—
—
—
—
—
—

37 972 816 
34 462 791 
38 235 757 
37 700 589 

3 190 
938 640 

13 337 088 

Total liabilities 19 533 713 17 342 571 30 990 181 94 784 406 — 162 650 871 

Net sensitivity gap 2 036 107 19 884 126 3 095 355 (5 763 457) 2 677 625 21 929 756 

Cumulative sensitivity gap at 
31 December 2006 2 036 107 21 920 233 25 015 588 19 252 131 21 929 756 
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The following table summarises the Group’s exposure to interest rate risks at 31 December 2005 by showing assets 
and liabilities in categories based on the earlier of contractual repricing or maturity dates.

 In thousands of Russian Roubles Demand and 
less than 
1 month 

From 1 to 
6 months 

From 6 to 12 
months 

More than 
1 year 

Non-
monetary 

Total 

Assets 
Cash and cash equivalents 
Mandatory cash balances with the Central 
Bank of the Russian Federation 
Trading securities 
Due from other banks 
Loans and advances to customers 
Deferred income tax asset 
Intangible assets 
Premises and equipment 
Current income tax prepayment 
Other assets 

4 792 688 

116 566 
51 765 
85 175 

2 166 330 
—
—
—

10 143 
24 587 

—

111 788 
1 559 782 

486 595 
13 378 485 

107 078 
—
—

65 379 
7 541 

—

225 421 
1 257 788 

846 343 
17 459 876 

—
—
—
—

30 122 

—

30 939 
1 644 002 

17 450 
11 155 016 

—
—
—
—

13 168 

—

—
9 715 

—
—
—

67 643 
1 313 533 

—
—

4 792 688 

484 714 
4 523 052 
1 435 563 

44 159 707 
107 078 

67 643 
1 313 533 

75 522 
75 418 

Total assets 7 247 254 15 716 648 19 819 550 12 860 575 1 390 891 57 034 918 

Liabilities 
Due to other banks 
Customer accounts 
Promissory notes issued 
Other borrowed funds 
Current income tax liabilities 
Other liabilities 
Subordinated debt 

2 937 343 
6 921 316 

979 263 
—

2 224 
10 492 

—

1 540 848 
3 863 760 
4 935 366 

57 191 
—

495 314 
165 155 

2 203 071 
3 846 266 
8 139 029 
2 680 317 

—
8 498 

—

10 379 
45 627 
55 819 

7 103 971 
—

1 967 
—

—
—
—
—
—
—
—

6 691 641 
14 676 969 
14 109 477 

9 841 479 
2 224 

516 271 
165 155 

Total liabilities 10 850 638 11 057 634 16 877 181 7 217 763 — 46 003 216 

Net sensitivity gap (3 603 384) 4 659 014 2 942 369 5 642 812 1 390 891 11 031 702 

Cumulative sensitivity gap  at
31 December 2005 (3 603 384) 1 055 630 3 997 999 9 640 811 11 031 702 

 
—

The Group is exposed to cash flow interest rate risk, 
principally through mismatching of assets andliabili-
ties with fixed interest rates, and also through mis-
matching of assets and liabilities with floating inter-
est rates for which interest rates are reset as market 
rates change. Such assets and liabilities are primar-
ily presented in the above table as being repriced in 
the short-term. The Group is exposed to fair value in-
terest rate risk as a result of assets and liabilities at 
fixed interest rates; these are primarily presented in 
the above table as being repriced in the long-term. In 
practice, interest rates that are contractually fixed on 

both assets and liabilities are usually renegotiated to 
reflect current market conditions.
The Bank’s Management Board monitors the level of in-
terest risk by analysing mismatch of interest rate repric-
ing for assets and liabilities on a regular basis. In the ab-
sence of any available hedging instruments, the Group 
normally seeks to match its interest rate positions.
The table below summarises the effective interest rates 
by major currencies for major debt instruments. The 
analysis has been prepared based on year-end effec-
tive rates used for amortisation of the respective as-
sets/liabilities.
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In % p.a. 

2006 2005 

RR USD Euro Other RR USD Euro Other 

Assets 

Cash and cash equivalents 
— cash balances with CBRF and settlement ac-
counts with MICEX and RTS 0 — — — 0 — — —

— correspondent accounts and overnight place-
ments with banks 3 5 0 0 1 4 0 0 

Mandatory cash balances with the Central Bank 
of the Russian Federation 0 — — — 0 — — —

Trading securities 
Due from other banks 

9
 7 

8 
10 

—
4 

—
—

9 
7 

7 
—

—
0 

—
—

Loans and advances to customers 14 10 10 — 16 13 9 —

Liabilities  

Due to other banks 8 7 5 — 7 6 3 —

Customer accounts 9 4 6 — 8 7 4 —

Promissory notes issued 8 8 4 — 8 8 — —

Other borrowed funds 8 7 — — 8 7 — —

Subordinated debt — 7 — — 3 — — —

Legal proceedings. From time to time and in the nor-
mal course of business, claims against the Group are 
received. On the basis of its own estimates and both 
internal and external professional advice the Group’s 
management is of the opinion that no material losses 
will be incurred in respect of claims and accordingly no 
provision has been made in these consolidated financial 
statements.
Tax legislation. Russian tax, currency and customs leg-
islation is subject to varying interpretations, and chang-
es, which can occur frequently. Management’s interpre-
tation of such legislation as applied to the transactions 
and activity of the Group may be challenged by the rel-
evant regional and federal authorities. Recent events 
within the Russian Federation suggest that the tax au-
thorities may be taking a more assertive position in their 
interpretation of the legislation and assessments, and it 
is possible that transactions and activities that have not 
been challenged in the past may be challenged. As a re-
sult, significant additional taxes, penalties and interest 
may be assessed. Fiscal periods remain open to review 
by the authorities in respect of taxes for three calendar 

years preceding the year of review. Under certain circum-
stances reviews may cover longer periods.
Russian transfer pricing legislation introduced 1 Janu-
ary 1999 provides the possibility for tax authorities to 
make transfer pricing adjustments and impose addi-
tional tax liabilities in respect of all controllable trans-
actions, provided that the transaction price differs 
from the market price by more than 20%.
Controllable transactions include transactions with 
interdependent parties, as determined under the 
Russian Tax Code, all cross-border transactions (ir-
respective whether performed between related or 
unrelated parties), transactions where the price ap-
plied by a taxpayer differs by more than 20% from 
the price applied in similar transactions by the same 
taxpayer within a short period of time, and barter 
transactions. There is no formal guidance as to how 
these rules should be applied in practice. In the past, 
the arbitration court practice with this respect has 
been contradictory.
The Management believes that its interpretation of the 
relevant legislation is appropriate and the Group’s tax, 

Contingencies and Commitments

The sign “—“ in the table above means that the Group does not have the respective assets or liabilities in 
corresponding currency.
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currency legislation and customs positions will be sus-
tained. Accordingly, at 31 December 2006 no provision 
for potential tax liabilities had been recorded (2005: 
no provision).
However, a possible tax risk has been identified in rela-
tion to the transactions to assign rights on issued loans 
to other banks and the maximum possible tax exposure 
is RR 485 711 thousand calculated as 18% VAT of the 

amount of loans issued by the Bank and subsequent-
ly assigned to other banks during 2006. The Tax Code 
does not provide clear guidance on VAT on assigning of 
loans (where the underlying assets, loans to customers, 
are not subject to VAT), therefore management believes 
that, based on relevant legislation and existing market 
practice, no VAT liability will crystallise as a result of 
these transactions.

Capital expenditure commitments. At 31 December 2006 the Group has contractual capital expenditure commit-
ments totalling RR 363 453 thousand (2005: nil).
Operating lease commitments. Where the Group is the lessee, the future minimum lease payments under non can-
cellable operating leases for premises and equipment are as follows:

 In thousands of Russian Roubles 2006 2005 

Not later than 1 year 

Later than 1 year and not later than 5 years 

Later than 5 years 

354 309 

576 604 

358 519 

171 827 

213 431 

108 483 

Total operating lease commitments 1 289 432 493 741 

Compliance with covenants. The Group is subject to 
certain covenants related primarily to its borrowings in 
respect of maintenance of capital adequacy ratio calcu-
lated in accordance with recommendations of Basle Com-
mittee on Banking Regulations. Non-compliance with 
these covenants may result in negative consequences for 
the Group including growth in the cost of borrowings and 
declaration of default. The Group’s Management believes 
that the Group is in compliance with the covenants.
Credit related commitments. The primary purpose of 
these instruments is to ensure that funds are available 
to a customer as required. Guarantees and standby let-
ters of credit, which represent irrevocable assurances 
that the Group will make payments in the event that a 
customer cannot meet itsobligations to third parties, 
carry the same credit risk as loans. Documentary and 
commercial letters of credit, which are written undertak-
ings by the Group on behalf of a customer authorising 

a third party to draw drafts on the Group up to a stipu-
lated amount under specific terms and conditions, are 
collateralised by the underlying shipments of goods to 
which they relate or cash deposits and therefore carry 
less risk than a direct borrowing.
Commitments to extend credit represent unused por-
tions of authorisations to extend credit in the form of 
loans, guarantees or letters of credit. With respect to 
credit risk on commitments to extend credit, the Group 
is potentially exposed to loss in an amount equal to the 
total unused commitments. However, the likely amount 
of loss is less than the total unused commitments since 
most commitments to extend credit are contingent upon 
customers maintaining specific credit standards. The 
Group monitors the term to maturity of credit related 
commitments because longer-term commitments gener-
ally have a greater degree of credit risk than shorter-term 
commitments.

Outstanding credit related commitments are as follows:

  In thousands of Russian Roubles Note 2006 2005 

Undrawn credit lines 72 718 246 389 

Import letters of credit 1 348 682 87 360 

Guarantees issued 19 769 106 393 

Less: Provision for credit related commitments 18 — (801) 

Total credit related commitments 1 441 169 439 341
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The total outstanding contractual amount of undrawn 
credit lines, letters of credit, and guarantees does not 
necessarily represent future cash requirements, as these 

financial instruments may expire or terminate without 
being funded.

Movements in provision for losses on credit related commitments are as follows:

 In thousands of Russian Roubles 2006 2005 

Provision for losses on credit related commitments as at 1 January 
Provision for losses on credit related commitments during the year 
Use of provision for losses on credit related commitments during the period 

801 
—

(801) 

13 942
—

(13 141) 

Provision for losses on credit related commitments at 31 December — 801 

In thousands of Russian Roubles 2006 2005 

Russian roubles 
US Dollars 
Euro 

285 153 
212 379 
943 637 

368 462 
—

70 879 

Total 1 441 169 439 341 

Credit related commitments are denominated in currencies as follows:

Fiduciary assets. These assets are not included in the Group’s consolidated balance sheet as they are not the assets 
of the Group. Nominal values disclosed below are normally different from the fair values of respective securities.

The fiduciary assets fall into the following categories:

 
In thousands of Russian Roubles 

2006 
Nominal value 

2005 
Nominal value 

Promissory notes issued by the Bank 626 751 220 443 

Promissory notes and securities of Russian companies held in custody of the 
Bank 331 007 12 113 610 

VEB bonds held in custody of the Bank’s depository 42 130 —

Corporate shares held on an account with the National Depository Centre 550 —

Client OFZ securities held on an account with MICEX — 849 087 

Municipal bonds held on an account with the National Depository Centre — 113 000 

Corporate bonds held on an account with the National Depository Centre — 86 943 

Assets pledged and restricted. At 31 December 
2006 the Group had corporate bonds pledged under 
sale and repurchase agreements whose fair value 
was RR 152 573 thousand (2005: none). Refer to 
Note 8.

In addition, mandatory cash balances with the CBRF 
in the amount of RR 1 717 423 thousand (2005: RR 
484 714 thousand) represent mandatory reserve de-
posit which is not available to finance the Group’s 
day to day operations.
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Derivative Financial Instruments

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

from derivative financial instruments are managed by 
the Treasury of the Group through establishing limits on 
derivative trading.
Foreign currency swap deals are structured as loans 
made by the Group in US dollars and Euros with three 
OECD banks with maturity from June 2007 to July 2013 
and placements received from the same three banks 
in Russian Roubles with the same maturities («back to 
back loans»). These transactions were aimed at hedging 
the currency exposure of the Group.

The derivative financial instruments were valued as follows:

Foreign exchange forward contracts have been valued by reference to the forward exchange rates as at 31 Decem-
ber as compared to the balance sheet carrying value of these contracts at 31 December;

Foreign exchange cross currency swap contracts with maturity more than 30 days traded in an over-the-counter 
market have been valued based on a model assuming nil fair value at inception of the respective contracts. At 
present, Russian market for long-term swap contracts is not active, and market participants often have substan-
dard credit ratings. Based on the above considerations, management concluded that standard market yield 
curves for respective currencies of the swaps should be adjusted to account for the credit risk and other im-
plied factors in initial pricing of the Group as a Russian counterparty.

The Group expects to settle these forward and swap con-
tracts net in cash and therefore recognised them in the 
balance sheet as an asset at net fair value of RR 170 404 

thousand (2005: RR 2 673 thousand) and a liability at 
net fair value of RR 641 254 thousand (2005: RR 7 400 
thousand). Refer to Notes 12 and 18.

The table below reflects gross positions before the netting of any counterparty positions and covers the contracts 
with settlement dates after the respective balance sheet date:

 
 In thousands of Russian Roubles 

Note Contracts with 
positive fair  value 

Contracts with 
negative fair value 

Total 

Foreign exchange forward deals under 2 days: 
fair values, at the balance sheet date, of 3, 26 

USD receivable on settlement (+) 763 602 763 602 

RR payable on settlement (-) (764 444) (764 444) 

RR receivable on settlement (+) 131 883 131 883 

USD payable on settlement (-) (131 656) (131 656) 

Foreign exchange forward deals with execution dates 
of up to 30 days: fair values, at the balance sheet date, of 3, 26 

USD receivable on settlement (+) - 1 579 866 1 579 866 

RR payable on settlement (-) - (1 581 890) (1 581 890) 

Foreign exchange swap deals: fair values, 
at the balance sheet date, of - - -

USD receivable on settlement (+) 39 685 147 12 177 331 51 862 478 

RR payable on settlement (-) (39 558 592) (12 815 719) (52 374 311) 

Euros receivable on settlement (+) 2 670 741 - 2 670 741 

RR payable on settlement (-) (2 627 119) - (2 627 119) 

Total net fair value 12, 18 170 404 (641 254) (470 850) 
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The table below reflects derivative financial instruments as at 31 December 2005:

 In thousands of Russian Roubles Note Net asset 
contracts 

Net liability 
contracts 

Total 

Foreign exchange forward deals under 2 days: fair values, 
at the balance sheet date, of 3, 26 

USD receivable on settlement (+) 287 825 — 287 825 

RR payable on settlement (-) (287 390) — (287 390) 

Foreign exchange swap deals: fair values, 
at the balance sheet date, of 3, 26 

USD receivable on settlement (+) 5 211 521 1 445 172 6 656 693 

RR payable on settlement (-) (5 209 283) (1 452 572) (6 661 855) 

Total net fair value 12, 18 2 673 (7 400) (4 727) 

Fair Value of Financial Instruments

Fair value is the amount at which a financial instrument 
could be exchanged in a current transaction between 
willing parties, other than in a forced sale or liquidation, 
and is best evidenced by an active quoted market price.
The estimated fair values of financial instruments have 
been determined by the Group using available market 
information, where it exists, and appropriate valuation 
methodologies. However, judgement is necessarily re-
quired to interpret market data to determine the esti-
mated fair value. The Russian Federation continues to 
display some characteristics of an emerging market and 
economic conditions continue to limit the volume of ac-
tivity in the financial markets. Market quotations may be 
outdated or reflect distress sale transactions and there-
fore not represent fair values of financial instruments. 
Management has used all available market information 
in estimating the fair value of financial instruments.
Financial instruments carried at fair value. Trading se-
curities and derivative financial instruments are carried 
on the consolidated balance sheet at their fair value. 
Cash and cash equivalents are carried at amortised cost 
which approximates current fair value. Fair values were 
determined based on quoted market prices.
Loans and receivables carried at amortised cost. The 
fair value of floating rate instruments is normally their 
carrying amount. The estimated fair value of fixed interest 

bearing placements is based on discounted cash flows 
using prevailing current money market interest rates for 
instruments with similar credit risk and similar maturity. 
See Notes 9 and 10 for estimated fair value of due from 
other banks and loans and advances to customers, re-
spectively.
Liabilities carried at amortised cost. The fair value of 
securities in issue is based on quoted market prices, if 
available. The estimated fair value of fixed interest rate 
instruments with stated maturity, for which a quoted 
market price is not available, was estimated based 
on expected cash flows discounted at current interest 
rates for new instruments with similar credit risk and 
remaining maturity. The fair value of liabilities repay-
able on demand or after a notice period («demand-
able liabilities») is estimated as the amount payable 
on demand, discounted from the first date that the 
amount could be required to be paid. Refer to Notes 
13, 14, 15, 16 and 17 for the estimated fair values 
of due to other banks, customer accounts, promissory 
notes issued, subordinated deposits and other bor-
rowed funds, respectively.
Derivative financial instruments. All derivative finan-
cial instruments are carried at fair value as assets when 
the fair value is positive and as liabilities when the fair 
value is negative. Refer to Notes 3 and 28.
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Earnings per Share

Basic earnings per share are calculated by dividing the net profit attributable to equity holders of the Bank by the 
weighted average number of ordinary shares in issue during the year, excluding treasury shares. 
The Bank has no dilutive potential ordinary shares; therefore, the diluted earnings per share equal the basic earnings 
per share.

 In thousands of Russian Roubles Note 2006 2005 

Profit attributable to ordinary shareholders 853 045 90 084 

Profit for the year (all allocated to ordinary shareholders) 853 045 90 084 

Weighted average number of ordinary shares in issue 19 13 453 6 494 

Basic and diluted earnings per ordinary share 63 14 

Related Party Transactions

For the purposes of these consolidated finan-
cial statements, parties are considered to be re-
lated if one party has the ability to control the 
other party, is under common control, or can ex-
ercise significant influence over the other party 
in making financial or operational decisions. The 
Bank’s only shareholder is the Government of the 

Russian Federation represented by the Federal 
Agency for Managing State Property (See Note 1).
Starting from 2006, the Group included in key man-
agement personnel only members of the Management 
Board, management of subsidiary bank and their fam-
ily members. The comparative information for 2005 has 
been adjusted accordingly.

At 31 December 2006, the outstanding balances with related parties were as follows:

 In thousands of Russian Roubles 2006 2005 

Cash and cash equivalents 
Cash balances with the CBRF (other than mandatory reserve deposits) 
Mandatory cash balances with the Central Bank of the Russian Federation
Nostro accounts with state-controlled banks 

11 663 404 
1 717 423 

206 952 

2 689 306 
484 714 

9 485 

Provision for loan impairment at the period end
State-owned companies (92 563) (63 044) 

Loans and advances at the period end 
State-owned companies (contractual interest rates 7-22% p.a. for both years) 
Key managers and their family members (contractual interest rates 5% -11%) p.a.) 

8 701 696 
5 993 

4 709 181 
6 720 

Trading securities (contractual interest rates 6—17% p.a. for both years) 
Federal loan bonds (OFZ bonds) 
Municipal bonds 
Corporate Eurobonds 
Corporate shares 
Promissory notes of the state—controlled banks 

1 069 928 
765 238 
408 812 

85 173 
18 765 

828 851 
493 251 
234 373 

9 715 
2 196 

Due to other banks 
Current term placements (contractual interest rates 1—11% p.a. for both years) 714 194 935 475 

Subordinated debt 
Subordinated debt (contractual interest rates 3.25% p.a. for both years) — 165 155 

Term deposits and current/settlement accounts as at the period end
State—owned companies (contractual interest rates 5-9% p.a. for both years) 
Key managers and their family members (contractual interest rates 3-11% p.a. for both years) 

4 525 505 
106 173 

2 353 231 
33 265 

Credit related commitments 
Guarantees issued 
Import letters of credit 
Undrawn credit lines 

11 270 
99 571 
72 718 

—
—

210 097 
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The income and expense items with related parties for the year 2006 were as follows:

 In thousands of Russian Roubles 2006 2005 

Loans and advances to customers 
Interest income for the period 
State-owned companies 
Key managers and their family members 

706 786 
357 

258 212 
284 

Interest income on trading securities 
Government securities 
State-owned companies 

145 403 
44 893 

110 444 
42 985 

Results from operations with trading securities 
Government securities
State-owned companies 

(19 999) 
14 215 

25 469 
9 356 

Provision for loan impairment 
State-controlled companies (29 519) (32 473) 

Due from other banks 
Interest income 
The Central Bank of the Russian Federation 
Transactions with state-owned banks 

7 631 
26 600 

323 
6 763 

Due to other banks 
Interest expense 
Transactions with state-owned banks 
The Central Bank of the Russian Federation 

(45 572) 
(2 619) 

(73 398) 
(118) 

Agency fees from the Ministry of Finance of the Russian Federation 
for debt collection services 25 424 12 712 

Income from the Ministry of Agriculture of the Russian Federation for 
participation in the national project «Development of Agro-Industrial Sector» 127 118 —

Expenses relating to participation in the national project «Development 
of Agro-Industrial Sector», excluding taxes and staff cost  
Interest expense on subordinated deposits 

(94 937) 
(1 757) 

—
(5 356) 

Other income (on guarantees and letters of credit issued) 384 23 

Customer accounts 
Interest expense for the period 
State-owned companies 
Key managers and their family members 

(108 374) 
(6 997) 

(35 894) 
(2 481) 
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Aggregate amounts lent to and, repaid by, related parties during 2006 were:

 In thousands of Russian Roubles Amounts lent to related 
parties during 

the period 

Amounts repaid by related 
parties during the period 

Cash and cash equivalents for the period
Cash balances with the CBRF (other than mandatory reserve deposits) 
Nostro accounts with state-controlled banks 
Mandatory cash balances with the Central Bank of the Russian Federation 

1 042 303 259 
39 632 039 

1 309 024 

1 033 329 161 
39 434 572 

76 315 

Loans and advances to customers
State-owned companies 
Key managers and their family members 

8 760 938 
808 

4 768 423 
1 535 

Securities at fair value through profit or loss 
Securities of the Russian Federation 
Securities issued by state-owned companies 

11 840 249 
4 435 242 

11 327 185 
4 168 776 

Due from other banks 
Current term placements with state-controlled banks 
Current term placements with CBRF 

101 741 194 
30 010 000 

101 741 194 
30 010 000 

Due to other banks 
Current term placements from state-controlled banks 
Current term placements from CBRF 

62 106 751 
67 051 

62 328 032 
67 051 

Customer accounts 
Term deposits and current/settlement accounts as at the period end 
State-owned companies 
Key managers and their family members 

58 413 952 
182 521 

56 241 678 
109 613 

Aggregate amounts lent to and, repaid by, related parties during 2005 were:

 In thousands of Russian Roubles Amounts lent to related 
parties during the period 

Amounts repaid by 
related parties during the 

period 

Cash and cash equivalents for the period
Cash balances with the CBRF (other than mandatory reserve deposits) 
Nostro accounts with state-controlled banks 
Mandatory cash balances with the Central Bank of the Russian Federation 

457 026 173 
8 398 295 

298 685 

456 918 043 
9 192 317 

49 962 

Loans and advances to customers 
State-owned companies 
Key managers and their family members 

6 201 002 
6 779 

2 329 134 
1 028 

Securities at fair value through profit or loss
Securities of the Russian Federation 
Securities issued by state-owned companies 

9 682 489 
1 440 451 

9 358 655 
2 017 590 

Due from other banks 
Current term placements with state-controlled banks 
Current term placements with CBRF 

31 105 102 
2 105 000 

32 105 102 
2 105 000 

Due to other banks 
Current term placements from state-controlled banks 
Current term placements from CBRF 

36 936 465 
56 894 

36 084 745 
56 894 

Customer accounts 
Term deposits and current/settlement accounts as at the period end 
State-owned companies 
Key managers and their family members 

30 599 733 
70 278 

33 736 717 
55 221 
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In 2006, the total remuneration of the Management Board amounted to RR 96 220 thousand (2005: RR 49 756 
thousand).

           2006                2005 

In thousands of Russian Roubles Expense Accrued liability Expense Accrued liability 

Short-term benefits 

Salaries and short-term bonuses included in 
salaries 85 513 6 671 46 672 —

Post-employment benefits: 

- Defined contribution retirement scheme 3 520 — 2 013 —

- State pension and social security costs 516 — 511 —

 Termination benefits — — 560 —

Total 89 549 6 671 49 756 — 

Short-term bonuses fall due wholly within twelve months after the end of the period in which management rendered 
the related services.

Principal Consolidated Subsidiary and Special Purpose Entity

At 31 December 2006, the Bank’s principal consolidated subsidiary was as follows:

 Name Nature of business Percentage of 
voting rights, % 

Percentage of 
ownership 

Country of 
registration 

Subsidiary 
Closed Joint – Stock Company 
«Chelyabinsky Commercial Land Bank» Bank 99.47% 99.47% Russia 

Special Purpose Entity 
RSHB Capital S.A. Eurobonds issue —  — Luxembourg

RSHB Capital S.A. is a company incorporated in Luxembourg in 2005, is owned by the foundations established under 
the laws of the Netherlands and has been established as a special purpose vehicle for the sole purpose of issuing 
Eurobonds and lending the issue proceeds to the Bank (refer to Notes 16 and 17).

Subsequent Events

In February 2007, the Group issued domestic bonds 
denominated in Russian Roubles in the amount of RR 
10 000 000 thousand maturing in February 2017 with 
semi-annual payments of coupon income at 7.34% p.a. 
and yield to the next repricing date in February 2010 of 
7.48% p.a. at the date of issue. 
In March 2007, the Group issued Eurobonds denominated 
in Swiss Francs in the total amount of CHF 375 million. 

These borrowings mature on 29 March 2010 and have a 
coupon rate of 3.583% p.a. payable annually and yield to 
maturity of 3.583% p.a. at the date of issue.
In April 2007 the Group attracted 2 tranches of syndi-
cated loan in US Dollars with the total amount of USD 
520 mln, with maturities in October 2008 and April 2010, 
semi-annual coupon at the rate of LIBOR + 0.3% p.a. (for 
tranche A) and LIBOR + 0.4% p.a. (for tranche B).



 ANNEXES
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CORPORATE INFORMATION

Name in Russian: 
Открытое акционерное общество «Российский Сельскохозяйственный банк»
Name in English: Russian Agricultural Bank
Date of Registration: 24 April 2000
Registration Authority: The Central Bank of the Russian Federation
Registered Address of Head Office: 3 Gagarinsky Pereulok, 119034 Moscow, Russia
Tel./Fax: +7 495 363 06 53
SWIFT: RUAGRUMM
Telex: 485493 RSB RU
Internet website: www.rshb.ru
E-mail: fininst@rshb.ru

Licenses 

Corporate Information Banking license number 3349 
of the Borrower authorizing to carry out banking oper-
ations in rubles and foreign currency with corporate;

Corporate Information Banking license number 3349 
of the Borrower authorizing to carry out banking oper-
ation in rubles and foreign currency with individuals;

License number 007-08455-100000 of the profession-
al security market player to fulfill brokerage activity;

License number 007-08456-010000 of the professional 
security market player to fulfill dealer activity;

License number 007-08461-000100 of the profession-
al security market player to fulfill depositary activity.

Appointed Auditor:

ZAO PricewaterhouseCoopers Audit
Address of Appointed Auditor: 52, bld. 5 Kosmodamianskaya Nab., 115054 Moscow, Russia

Correspondent Currency Account No. SWIFT

JPMorgan Chase Bank, 

New York, USA

USD 400-807408 CHAS US 33

Commerzbank AG, 

Frankfurt am Main, Deutschland

EUR 400886853100EUR COBA DE FF

DZ Bank AG, 

Frankfurt am Main, Deutschland

EUR

USD

EUR 0000140450

USD 0001140450

GENO DE FF

VTB Bank (Deutschland) AG, 

Frankfurt am Main, Deutschland

EUR

USD

GBP

NOK

CHF

0104678396

0104678412

0104678420

0104678438

0104678446

OWHB DE FF

Belagroprombank, 

Minsk, Belarus BYB 1702080840014 BAPBBY 2X

Nostro Correspondent Accounts of Russian Agricultural Bank
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Adygea Regional Branch
385000, Maikop,
24 Krasnooktyabrskaya St.
Tel: +7 (8772) 52-30-24, Fax: +7 (8772) 57-12-01
E-mail: rshbadg@mail333.com

Altay Regional Branch
656099, Altai Krai, Barnaul,
80B Lenin Ave.
Tel/Fax: +7 (3852) 35-69-39
E-mail afrshb@alt.ru

Amur Regional Branch
675000, Blagoveschensk,
211 Zeyskaya St.
Tel/Fax: +7 (4162) 53-35-71
E-mail: rshb@tsl.ru

Arkhangelsk Regional Branch
163000, Arkhangelsk, 32 Serafimovitch St.
Tel/Fax: +7 (8182) 65-38-42
E-mail: info@rshb.arh.ru

Astrakhan Regional Branch
414000, Astrakhan, 20 Uritskiy St.
Tel/Fax: +7 (8512) 44-08-58
E-mail: rshb@astranet.ru

Bashkir Regional Branch
450077, Ufa, 70 Lenin St.
Tel/Fax: +7 (3472) 73-54-32
E-mail: bashrf@ufacom.ru

Belgorod Regional Branch
308800, Belgorod, 24 Popov St.
Tel/Fax: +7 (4722) 32-80-29
E-mail: belgrshb@belgtts.ru

Bryansk Regional Branch
241007, Bryansk, 1/5 Bezhetskaya St.
Tel: +7 (4832) 68-19-23, 68-19-65

Buryatia Regional Branch
670034, Ulan-Ude, 4a Khakhalov St.
Tel/Fax: +7 (3012) 44-20-64
E-mail: rshb@burent.ru

Chechen Regional Branch
364051, Grozny, 10/77 Revolution Ave.
Tel: +7 (495) 228-14-40, Fax: +7 (8712) 22-28-01
E-mail: rezrshb@yandex.ru

Chita Regional Branch
672010, Chita, 13 Amurskaya St.
Tel: +7 (3022) 36-99-10, Fax: +7 (3022) 36-99-85
E-mail: rshb@mail.chita.ru

Chuvash Regional Branch
428018, Cheboksary, 12 Afanasyev St.
Tel: +7 (8352) 42-37-15, Fax: +7 (8352) 42-37-48
E-mail: rshb@cbx.ru

Dagestan Regional Branch
367000, Makhatchkala, 26 Danialov St.
Tel: +7 (8722) 67-57-21, Fax: +7 (8722) 67-57-20
E-mail: rsb@dagestan.ru

Gorno-Altaisk Regional Branch
649000, Republic Altay, Gorno-Altaisk,
103 Kommunistichesky Ave.
Tel: +7 (38822) 6-41-09

Ingush Regional Branch
386102, Nazran, 31a Moskovskaya St.
Tel: +7 (87322) 2-64-96, Fax: +7 (87322) 2-53-12
E-mail ingrshb@list.ru

Irkutsk Regional Branch
664040, Irkutsk, 180 Rosa Luxembourg St.
Tel: +7 (3952) 44-42-75, Fax: +7 (3952) 44-42-75
E-mail: rshb@irk.ru

Ivanovo Regional Branch
153012, Ivanovo, 44 Suvorov St.
Tel: +7 (4932) 30-47-93, Fax: +7 (4932) 30-47-93
E-mail: ivrshb@ivnet.ru

Jewish Regional Branch
679000, Birobidjan, 1 Chapayev St.
Tel: +7 (42622) 4-14-01, Fax: +7 (42622) 4-02-84
E-mail: rshbbir@on-line.jar.ru

REGIONAL BRANCHES ADDRESSES
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Kabardino-Balkaria Regional Branch
360030, Naltchik, 10A Kouliev Ave.
Tel: +7 (8662) 40-60-19, Fax: +7 (8662) 40-00-13
E-mail: kbrsb@kbrnet.ru

Kaliningrad Regional Branch
236006, Kaliningrad, 9th April St., 60-a
Tel/Fax: +7 (4012) 53-65-42
E-mail: krf@balnet.ru

Kalmyk Regional Branch
358003, Elista, 87 Y. Klykov St.
Tel: +7 (84722) 5-47-05, Fax: +7 (84722) 2-46-16
E-mail: rshb@elista.ru

Kaluga Regional Branch
248001, Kaluga, 9 Kirov St.
Tel: +7 (4842) 57-50-03, Fax: +7 (4842) 57-11-68
E-mail: rsb@kaluga.ru

Kamchatka Regional Branch
683023, Petropavlovsk-Kamchatsky,
63 Pobedy Ave.
Tel: +7 (4152) 46-78-00, Fax: +7 (4152) 46-79-46
E-mail: rshb@mail.kamchatka.ru

Karachay-Cherkessia Regional Branch
369000, Cherkessk, 19 Kavkazskaya St.
Tel: +7 (87822) 6-03-32, Fax: +7 (87822) 6-03-32
E-mail: rschb@mail.svkchr.ru

Karelia Regional Branch
185610, Petrozavodsk,
50 Pervomaisky Ave.
Tel/Fax: +7 (8142) 70-34-57
E-mail: krlrshb@karelia.ru

Kemerovo Regional Branch
650099, Kemerovo, 4a Dzerhzinsky St.
Tel/Fax: +7 (3842) 25-45-97
E-mail: rshbkem@kemtel.ru

Khakasia Regional Branch
655017, Abakan, 115 Pushkin St.
Tel/Fax: +7 (3902) 25-44-60
E-mail: rshb@khakasnet.ru

Kirov Regional Branch
Kirov, 5 Gorkiy St.
Tel: +7 (8332) 57-96-45, Fax: +7 (8332) 54-16-99
E-mail: kirrshb@rshb.kirov.ru

Kostroma Regional Branch
156602, Kostroma, 37 Marshal Novikov St.
Tel: +7 (4942) 35-18-49, Fax: +7 (4942) 31-12-54
E-mail: kosrshb@kmtn.ru

Krasnodar Regional Branch
350000, Krasnodar, 106 Krasnaya St.
Tel: +7 (8612) 53-66-15, Fax: +7 (8612) 53-66-25
E-mail: rshb@ugtel.ru

Krasnoyarsk Regional Branch
660017, Krasnoyarsk, 91 Mira Ave.
Tel/Fax: +7 (3912) 58-19-91
E-mail: rshb@krsn.ru

Kurgan Regional Branch
640000, Kurgan, 11 Gogol St.
Tel/Fax: +7 (3522) 41-21-69
E-mail: rshb@kurgan.isp.ru

Kursk Regional Branch
305000, Kursk, 7 Al. Nevskiy St.
Tel/Fax: +7 (4712) 51-38-71
E-mail: rshb@kursknet.ru

Lipetsk Regional Branch
3980190, Lipetsk, 2 Skorokhodov St.
Tel: +7 (4742) 72-24-87, Fax: +7 (4742) 72-06-90
E-mail: Lip_rshb@hotbox.ru

Magadan Regional Branch
685000, Magadan, 70 Yakutskaya St.
Tel/Fax: +7 (4132) 65-16-41
E-mail: rshb@online.magadan.su

Mari El Regional Branch
424031, Yoshkar-Ola,
41 Krasnoarmeyskaya St.
Tel: +7 (8362) 45-23-55, Fax: +7 (8362) 63-81-21
E-mail: rshb@mari-el.ru

Mordovian Regional Branch
430000, Saransk,
81A Bolshevistskaya St.
Tel/Fax: +7 (8342) 24-32-76
E-mail: rshb@moris.ru

Moscow Regional Branch
127550, Moscow, 2 Listvennichnaya Alley
Tel/Fax: +7(495) 977-64-60, 977-56-64
E-mail: referent@rshb.ru
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Murmansk Regional Branch
183032, Murmansk, 11 Pavlov St.
Tel/Fax: +7 (8152) 25-86-61
E-mail: murmrshb@polarnet.ru

Nizhny Novgorod Regional Branch
603146, Nizhniy Novgorod,
19 Eltonskaya St.
Tel/Fax: +7 (8312) 68-29-58
E-mail: nnrshb@kis.ru

North Ossetia Regional Branch   
362040, Vladikavkaz, 2 Kantemirov St.
Tel: +7 (8672) 53-22-81, Fax: +7 (8672) 53-44-30
E-mail: rshb@osetia.ru

Novgorod Regional Branch
173610, Velikiy Novgorod,
8/33 Fedorovsky Ruchey St.
Tel: +7 (8162) 23-50-39, Fax: +7 (8162) 63-50-39
E-mail: rshbngd@novgorod.net

Novosibirsk Regional Branch
630007, Novosibirsk, 13 Fabrichnaya St.
Tel/Fax: +7 (3832) 18-30-35
E-mail: bank@rshb.nsk.su

Omsk Regional Branch
644099, Omsk, 3 Krasny Pout’ St.
Tel: +7 (3812) 24-84-77, Fax: +7 (3812) 23-34-23
E-mail: post@rshb.com.ru

Orel Regional Branch
302030, Orel, 60 Dubrovinskiy Emb.
Tel: +7 (4862) 54-10-54, Fax: +7 (4862) 54-33-79
E-mail: orshb@orel.ru

Orenburg Regional Branch
460000, Orenburg, 59 Leninskaya St.
Tel/Fax: +7 (3532) 77-02-95
E-mail: rshborn@mail.esoo.ru

Penza Regional Branch
440018, Penza, 39 Bekeshskaya St.
Tel: +7 (8412) 42-18-73, Fax: +7 (8412) 42-18-45
E-mail: prf_rshb@sura.ru

Primorsky Regional Branch
690091, Vladivostok, 26-1 Okeansky Ave.
Tel: +7 (4232) 22-09-92, Fax: +7 (4232) 22-35-87
E-mail: rshb@mail.primorye.ru

Rostov Regional Branch
344038, Rostov-on-Don, 14A M. Nagibin Ave.
Tel: +7 (863) 243-25-00, Fax: +7 (863) 243-25-36
E-mail: rshb@rshb7.donpac.ru

Ryazan Regional Branch
39006, Ryazan, 9 Yesenin St.
Tel: +7 (4912) 45-59-76, Fax: +7 (4912) 45-59-76
E-mail: bank@rshb.ryazan.ru

Saint-Petersburg Regional Branch
197198, Saint-Petersburg,
Petrogradskaya Storona, 3 Mali Ave.
Tel: +7 (812) 335-06-30, Fax: +7 (812) 335-06-31
E-mail: office@rshb.spb.ru

Samara Regional Branch
443011, Samara, 10 Volzhskaya St.
Tel: +7 (846) 276-62-93
E-mail: rshb@samtel.ru

Saratov Regional Branch
410012, Saratov, 45/51 Universitetskaya St.
Tel: +7 (8452) 48-99-82
E-mail: rshb@overta.ru

Smolensk Regional Branch
214000, Smolensk, 4B Kommunisticheskaya St.
Tel/Fax: +7 (4812) 38-14-41
E-mail: rshb@sci.smolensk.ru

Stavropol Regional Branch
355037, Stavropol, 107 «A» Shpakovskaya St.
Tel/Fax: +7 (8652) 35-17-95
E-mail: rshb@stavropol.net

Tambov Regional Branch
392000, Tambov, 130 Sovetskaya St.
Tel: +7 (4752) 72-36-88, Fax: +7 (4752) 71-87-73
E-mail: rsb@tmb.ru

Tatarstan Regional Branch
420022, Kazan, 1/5 Kayum Nasyri St.
Tel: +7 (8432) 93-90-20
E-mail: rshb@kazancity.net

Tomsk Regional Branch
634050, Tomsk, 16a Komsomolsky Lane
Tel/Fax: +7 (3822) 53-48-94
E-mail: gerasimov@rshb.tomsk.ru
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Tver Regional Branch
170043, Tver, 144/4 Gorkiy St.
Tel/Fax: +7 (0822) 31-11-85
E-mail: rshb@tvcom.ru

Tula Regional Branch
300045, Tula, 114A Oboronnaya St.
Tel/Fax: +7 (0872) 37-07-91
E-mail: rshb@tula.net

Tyumen Regional Branch 
625000, Tyumen, 24/3 Respubliky St.
Tel: +7 (3452) 45-64-45
E-mail: rshb@com72.ru

Tyva Regional Branch
667010, Kyzyl, 3 Bukhtuev St.
Tel: +7 (39422) 5-31-27, Fax: +7 (39422)1-12-52
E-mail: rsb@tuva.ru

Udmurt Regional Branch
426011, Izhevsk, 55 Sivkov St.
Tel: +7 (3412) 91-14-80, Fax: +7 (3412) 50-16-76
E-mail: rshb@udmlink.ru

Ulyanovsk Regional Branch
432063, Ulyanovsk, 15 Minayev St.
Tel/Fax: +7 (8422) 41-00-22
E-mail: rshb_uln@mail.ru

Vladimir Regional Branch
600001, Vladimir, 36 Studenaya Gora St.
Tel: +7 (4922) 42-09-46, Fax: +7 (4922) 32-48-78
E-mail: vladrshb@vtsnet.ru

Volgograd Regional Branch
400005, Volgograd, 57 B Parhomenko St.
Tel/Fax: +7 (8442) 23-72-01
E-mail: volgograd_rshb@vistcom.ru

Vologda Regional Branch
160031, Vologda, 30 Avksentievskiy St.
Tel/Fax: +7 (8172) 72-30-01
E-mail: rshb_vologda@votel.ru

Voronezh Regional Branch
394018, Voronezh, 8 Platonov St.
Tel/Fax: +7 (4732) 59-81-38
E-mail: vrf@rshb1.vsi.ru

Yakutsk Regional Branch
677000, Yakutsk, 28/1 Kourashov St.
Tel/Fax: +7 (4112) 34-37-73
E-mail: yarshb@first.sakhanet.ru

Yaroslavl Regional Branch
150000,Yaroslavl, 1/19 Sovetskaya Sq.
Tel/Fax: +7 (4852)-73-17-01
E-mail: rshb@yaroslavl.ru

Chelyabkomzembank (subsidiary)
454092, Tchelyabinsk, 204 Rossyiskaya St.
Tel: +7 (351) 263-78-35
E-mail: zembank@zembank.ru






