














BNP Paribas Bank
Statement of Cash Flows

In thousands of Russian Roubles Note 2007 2006
Cash flows from operating activities
Interest received 1 800 061 1 246 585
Interest paid (1 161 800) (710 617)
Fees and commissions received 264 420 91 404
Fees and commissions paid (139 503) (128 055)
Net income received from trading in foreign currencies 1 006 154 173 371
Other operating income received 2651 1821
Staff costs paid (497 686) (196 094)
Administrative and other operating expenses paid (342 999) (153 574)
Income tax paid (55 739) (74 876)
Cash flows from operating activities before changes in
operating assets and liabilities 875 559 249 965
Changes in operating assets and liabilities
Net increase in due from other banks (2225 147) (91 914)
Net increase in loans and advances to customers (12 140 939) (3 507 168)
Net increase in other assets (83 184) (110 637)
Net increase in due to other banks 17 241 511 1104 728
Net (decrease)/increase in customer accounts (1 517 930) 5244 721
Net increase/(decrease) in other liabilities 43 937 (4 459)
Net cash from operating activities 2193 807 2 885 236
Cash flows from investing activities
Acquisition of investment securities available for sale (135 000) (3 094 048)
Proceeds from disposal and redemption of investment
securities available for sale 540 217 515170
Acquisition of equipment 11 (133 927) (19 247)
Net cash provided from/(used in) investing activities 271 290 (2 598 125)
Proceeds from subordinated debt 255 363 -
Net cash provided from financing activities 255 363 -
Effect of exchange rate changes on cash and cash
equivalents (49 162) (227 775)
Net increase in cash and cash equivalents 2671298 59 336
Cash and cash equivalents at the beginning of the year 7 2999 740 2 940 404
Cash and cash equivalents at the end of the year 7 5671038 2999 740
The notes set out on pages 5 to 45 form an integral part of these financial statements. 4







BNP Paribas Bank
Notes to the Financial Statements — 31 December 2007

3 Summary of Significant Accounting Policies

Basis of preparation. These financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) under the historical cost convention, as modified by the
revaluation of investment securities available-for-sale and derivatives. The principal accounting policies
applied in the preparation of these financial statements are set out below. These policies have been
consistently applied to all the periods presented, unless otherwise stated. Refer to Note 5.

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

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

Valuation techniques such as discounted cash flows models or models based on recent arms length
transactions or consideration of financial data of the investees are used to fair value certain financial
instruments for which external market pricing information is not available. 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, total assets or total liabilities.

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

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

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

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




BNP Paribas Bank
Notes to the Financial Statements — 31 December 2007

24  Contingencies and Commitments (Continued)

Russian tax legislation does not provide definitive guidance in many areas. From time to time, the Bank
adopts interpretations of such uncertain areas that reduce the overall tax rate of the Bank. As noted
above, such tax positions may come under heightened scrutiny as a result of recent developments in
administrative and court practices; the impact of any challenge by the tax authorities cannot be reliably
estimated; however, it may be significant to the financial condition and/or the overall operations of the
entity.

Management regularly reviews the Bank’s taxation compliance with applicable legislation, laws and
decrees and current interpretations published by the Russian tax authorities. Furthermore, Management
regularly assesses the potential financial exposure relating to tax contingencies for which the three years
tax inspection right has expired but which, under certain circumstances, may be challenged by the
regulatory bodies. From time to time potential exposures and contingencies are identified and at any point
in time a number of open matters may exist.

In course of ordinary business the Bank has performed certain currency derivatives transactions. As in a
majority of other cases, Russian Tax Code does not provide exact treatment for such deals. Management
of the Bank has paid particular attention to these deals and continually seeks to obtain as much
information on possible tax treatment of them as is available. These actions include obtaining external tax
advice, monitoring information on the existing market and court practice as well as seeking official
clarification of Russian Ministry of Finance in this respect. Based on the above Management of the Bank
concludes that there is no tax risk applicable to these deals.

Operating lease commitments. Where the Bank is the lessee, the future minimum lease payments
under non-cancellable operating leases are as follows:

In thousands of Russian Roubles 2007 2006
Not later than 1 year 94 316 82 118
Later than 1 year and not later than 5 years 110 560 25839
Total operating lease commitments 204 876 107 957

Credit related commitments. The primary purpose of these instruments is to ensure that funds are
available to a customer as required. Guarantees and standby letters of credit, which represent irrevocable
assurances that the Bank will make payments in the event that a customer cannot meet its obligations to
third parties, carry the same credit risk as loans. Documentary and commercial letters of credit, which are
written undertakings by the Bank on behalf of a customer authorising a third party to draw drafts on the
Bank up to a stipulated amount under specific terms and conditions, are collateralised by the underlying
shipments of goods to which they relate or cash deposits and therefore carry less risk than a direct
borrowing. The Bank monitors the term to maturity of credit related commitments because longer-term
commitments generally have a greater degree of credit risk than shorter-term commitments. Outstanding
credit related commitments are as follows:

In thousands of Russian Roubles 2007 2006
Import letters of credit 3211 198 752 705
Guarantees issued 984 434 2 467 110
Non-cancellable undrawn credit lines 304 297 1 307 695
Export letters of credit 1180 34 230
Total credit related commitments 4 501 109 4 561 740

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.
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Notes to the Financial Statements — 31 December 2007

25 Derivative Financial Instruments

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

terms. The aggregate fair values of derivative financial assets and liabilities can fluctuate significantly
from time to time.

The table below sets out fair values, at the balance sheet date, of currencies receivable or payable under
foreign exchange derivatives contracts entered into by the Bank. The table reflects gross positions before
the netting of any counterparty positions (and payments) and covers the contracts with settlement dates
after the respective balance sheet date. The contracts are short term in nature.

2007 2006
Contracts Contracts Contracts Contracts
with positive with negative with positive with negative
In thousands of Russian Roubles fair values fair values fair values fair values
Foreign exchange forwards: fair
values, at the balance sheet date, of
- USD receivable on settlement (+) 988 168 17 827 082 11 421 685 4 020 384
- USD payable on settlement (-) (23941 454) (372 694) (5 708 056) (1127 155)
- Euros receivable on settlement (+) 3833862 386 001 - -
- Euros payable on settlement (-) (206 282) (4089 773) (3 401 281) (1796 143)
- RR receivable on settlement (+) 24 291 960 4 597 662 9729678 3218 353
- RR payable on settlement (-) (4765003) (18922 635) (11 398 057) (4 093 275)
- Other currencies receivable on
settlement (+) - - 14 970 -
- Other currencies payable on
settlement (-) - (174 159) - (357 942)
Foreign exchange swaps: fair
values, at the balance sheet date, of
- USD receivable on settlement (+) 1 469 364 5490 703 654 493 -
- USD payable on settlement (-) (3106 671) (1 465 845) (5 957 384) -
- Euros receivable on settlement (+) 2789811 - 5 191 801 345 172
- Euros payable on settlement (-) - (2 643 197) - (345 665)
- RR receivable on settlement (+) 248 677 1460 879 - -
- RR payable on settlement (-) (1 464 510) (3 049 325) (650 949) -
- Other currencies receivable on
settlement (+) 175 131 - 342 970 -
Net fair value of foreign exchange
forwards 313 053 (955 301) 239 870 (136 271)
Options on foreign currency: fair
values, at the balance sheet date 421137 (421 137) 68 653 (68 653)
Net fair value of currency derivatives 734 190 (1 376 438) 308 523 (204 924)

26  Fair Value of Financial Instruments

Fair value is the amount at which a financial instrument could b
between willing parties, other than in a forced sale or i
quoted market price.

e exchanged in a current transaction
quidation, and is best evidenced by an active




BNP Paribas Bank
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26  Fair Value of Financial Instruments (Continued)

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

Management has used all available market information in estimating the fair value of financial
instruments.

Financial instruments carried at fair value. Investment securities available for sale are carried on the
balance sheet at their fair value. The fair values were determined based on quoted market prices. All
derivative financial instruments are carried at fair value as assets when the fair value is positive and as
liabilities when the fair value is negative. Their fair values on derivatives are based on valuation models.
Cash and cash equivalents are carried at amortised cost which approximates current fair value.

Loans and receivables carried at amortised cost. The fair value of floating rate instruments is normalty
their carrying amount. The estimated fair value of fixed interest rate instruments is based on estimated
future cash flows expected to be received discounted at current interest rates for new instruments with
similar credit risk and remaining maturity. See Notes 8 and 9 for estimated fair value of due from other
banks and loans and advances to customers, respectively.

Liabilities carried at amortised cost. The fair value of floating rate instruments is normally their carrying
amount. The estimated fair value of fixed interest rate instruments with stated maturity, for which a quoted
market price is not available, was estimated based on expected cash flows discounted at current interest
rates for new instruments with similar credit risk and remaining maturity. The fair value of liabilities
repayable on demand or after a notice period (“demandable liabilities”) is estimated as the amount
payable on demand, discounted from the first date that the amount could be required to be paid. Refer to
Notes 13 and 14 for the estimated fair values of due to other banks and customer accounts, respectively.

27  Reconciliation of Classes of Financial Instruments with Measurement Categories

For the purposes of measurement, IAS 39, Financial Instruments: Recognition of Measurement, Bank
classifies financial assets into the following categories: (a) loans and receivables; (b) available for sale
financial assets; (c) financial assets held to maturity and (d) financial assets at fair value through profit or
loss (“FVTPL"). Financial assets at fair value through profit or loss have two subcategories: (i) assets
designated as such upon initial recognition, and (ii) those classified as held for trading. The following table
provides a reconciliation of classes of financial assets of the Bank with these measurement categories as
of 31 December 2007.

LLoans and Available-for- Financial Total
receivables sale assets assets held for
In thousands of Russian Roubles trading
ASSETS
Cash and cash equivalents 5671038 - - 5671038
Denvative financial instruments - - 734 190 734 190
Due from other banks 2623762 - - 2 623 762
- placements with other banks with original - -
maturities from three months to one year 733 349 733 349
- placements with other banks with original - -
maturities of more than one year 1890413 1890413
Loans and advances to customers 27 509 069 - - 27 509 069
- Corporate loans 27 449 149 - - 27 449 149
- Loans to individuals - consumer loans 59 920 - - 59 920
Investment securities available for sale - 3128 796 - 3128 796
Other financial assets 84 573 - - 84 573
TOTAL FINANCIAL ASSETS 35 888 442 3128796 734 190 39 751 428
NON-FINANCIAL ASSETS 291 311
TOTAL ASSETS 40 042 739

43



BNP Paribas Bank
Notes to the Financial Statements — 31 December 2007

27  Reconciliation of Classes of Financial Instruments with Measurement Categories
(Continued)

The following table provides a reconciliation of classes of financial assets of the Bank with these
measurement categories as of 31 December 2006.

Loans and Available-for- Financial Total
receivables sale assets assets held for
In thousands of Russian Roubles trading
ASSETS
Cash and cash equivalents 2999740 - - 2999 740
Derivative financial instruments - - 308 523 308 523
Due from other banks 377 543 - - 377 543
- placements with other banks with original - -
maturities from three months to one year 377 543 377 543
Loans and advances to customers 15303 019 - - 15303 019
Investment securities available for sale - 3551167 - 3551167
Other financial assets 53 953 - - 53 953
TOTAL FINANCIAL ASSETS 18 734 255 3 551 167 308 523 22 593 945
NON-FINANCIAL ASSETS 133 345
TOTAL ASSETS 22727 290

All of the Bank’s financial liabilities except for derivatives are carried at amortised cost. Derivatives belong
to the fair value through profit or loss measurement category.

28 Related Party Transactions

For the purposes of these financial statements, parties are generally considered to be related if one party
has the ability to control the other party, is under common control, or can exercise significant influence
over the other party in making financial or operational decisions. In considering each possible related
party relationship, attention is directed to the substance of the relationship, not merely the legal form.
Certain services were provided by employees of the Bank on behalf of the Group.

At 31 December 2007 and at 31 December 20086, the outstanding balances with related parties were as
follows:

2007 2006
Parent Entities of Parent Entities of
Bank BNP Bank BNP
Paribas Paribas
In thousands of Russian Roubles Group Group
Cash and cash equivalents (contractual interest rate: 2007:

2.5% - 7.1%, 2006: 2.2% - 5.4%) 66 126 579 046 251 830 353 600
Loans to banks (contractual interest rate: 2007: 6.5% - 7.1%) - 112 801 - -
Positive fair value of derivatives 102 898 - 196 803 -
Negative fair value of derivatives (136 006) - (493) -
Positive fair value of options 262 607 - 68 451 -
Negative fair value of options (158 530) - (202) -
Other assets 84 656 1830 67 103 -
Due to other banks (contractual interest rate: 2007: 3.9%

— 6.3%, 2006: 2.6% — 5.5%) 22377731 1231745 10566 539 9082
Customer accounts (contractual interest rate: 2007: 0%) - 42 407 - -
Subordinated debt (contractual interest rate: 2007: 6.4%) 245 462 - - -
Other liabilities 4155 4 420 15 321 -
Currency receivable on forward contracts 5472133 - 6 549 405 -
Currency payable on forward contracts (5 505 241) - (6353 095) -
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28 Related Party Transactions (Continued)

The income and expense items with related parties for the year 2007 and 2006 were as follows:

2007 2006

Parent Bank Entities of Parent Bank Entities of

In thousands of Russian Roubles BNP Paribas BNP Paribas
Group Group

Interest income 5 401 17 822 34 744 18 375
Interest expense (738 741) (28 392) (472 337) (25)
Income received from financial derivatives (813 038) - (331 677) -
Fee and commission income 84 573 - 53 953 -
Fee and commission expense (127 508) - (70 544) -
Other income - - 1040 -
Administrative and other operating expenses - - (4 462) -

At 31 December 2007 and 2008, other rights and obligations with related parties were as follows:

2007 2006
Parent Bank Entities of Parent Bank Entities of
BNP Paribas BNP Paribas
In thousands of Russian Roubles Group Group
Guarantees issued by the Bank - . - 248 035
Guarantees received by the Bank 18 897 843 1038 133 9 592 251 998 354
Aggregate amounts lent to and repaid by related parties during 2007 and 2006 were:
2007 2006
Parent Bank Entities of Parent Bank Entities of
BNP Paribas BNP Paribas
In thousands of Russian Roubles Group Group
Amounts lent to related parties 23 349 544 65 742 472 288 614 783 2181 343
Amounts repaid by related parties (23 349 544) (65 588 380) (288 432 384) (2 181 304)
Amounts lent by related parties 144 418 561 72 754 698 766 039 817 5900 823
Amounts repaid to related parties (135008 370) (69 208 070) (766 887 301) (5907 212)

In 2007 the remuneration of members of the Managing Board comprising salaries, discretionary bonuses
and related contributions was RR 33 206 thousand (2006: RR 18 077 thousand).
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