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Independent Auditors’ Report
To the Council of OO0 Home Credit and Finance Bank
Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of OO0 “Home Credit and Finance Bank” and its
subsidiaries (the “Group™), which comprise the consolidated statement of financial position as at 31 December 2010, and
the consolidated statements of comprehensive income, changes in equity and cash flows for the year then ended, and
notes, comprising a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
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 consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of the consolidated financial 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 consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

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

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the

Group as at 31 December 2010, and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards.

e
—

ZAO KPMG -
28 February 2011

ZAOD KPMG, a company incorporated under the Laws of the Russian
Federation, a subsidiary of KPMG Europe LLP, and a member firm of the
KPMG of independ ber firms affiliated with KPMG
International Cooperative (“KPMG Intarnational ™), a Swiss antity.




Home Credit and Finance Bank
Consolidated Statement of Comprehensive Income
for the year ended 31 December 2010

2010 2009

Note MRUB MRUB
Interest income 4 25,34¢ 28,57¢
Interest expense 4 (6,234) (10,132
Net interest income 19,114 18,446
Fee and commission income 5 7,685 6,897
Fee and commission expense 6 (355) (413)
Net fee and commission income 7,330 6,484
Other operating expense, net 7 (1,738) (585)
Operating income 24,706 24,345
Impairment losses 8 (3,567) (8,873)
General administrative expenses 9 (9,281) (8,911)
Operating expenses (12,848) (17,784)
Profit before tax 11,858 6,561
Income tax expense 10 (2,447) (1,382)
Net profit for the period 9411 5179
Other compr ehensive income
Revaluation reserve for financial assets availétiesale:
- net change in fair value of financial assetslalée for sale, net of tax 188 235
- net change in fair value of financial assetsdlake for sale transferred to profit
or loss, net of te (255) (180)
Other compr ehensive (expense)/income for the period, net of tax (67) 55
Total comprehensiveincome for the period 9,344 5,234

The consolidated financial statements as set out on pagesl8 were approved by the Board of Management on
28 February 201

Chief Executive Office Chief Financial Officer

|. Kolikova W

I. Svitek

The consolidated statement of comprehensive ingsiebe read in conjunction with the notes to, fonching part
of, the consolidated financial statements.



Home Credit and Finance Bank
Consolidated Statement of Financial Position
as at 31 December 2010

2010 2009
ASSETS Note MRUB MRUB
Cash and cash equivalents 11 7,416 13,330
Placements with banks and other financial instingi 12 4,314 109
Loans to customers 13 75,275 58,929
Financial assets at fair value through profit @slo 14 14 182
Financial assets available for sale 15 5,841 15,516
Property, equipment and intangible assets 16 6,653 6,993
Investment in associate 63 25
Deferred tax asset 22 142 272
Current income tax receivable 205 226
Other assets 17 1,176 894
Total assets 101,099 96,476
LIABILITIESAND EQUITY
Liabilities
Debt securities issued 18 34,152 36,988
Due to banks and other financial institutions 19 7,467 17,213
Current accounts and deposits from customers 20 23,785 13,578
Financial liabilities at fair value through profit loss 21 95 142
Other liabilities 23 2,581 1,722
Total liabilities 68,080 69,643
Equity
Charter capital 4,406 4,406
Other capital contributiol 10,63 10,63
Revaluation reserve for financial assets avail&bisale (12) 55
Retained earnings 17,994 11,741
Total equity 33,019 26,833
Total liabilities and equity 101,099 96,476

The consolidated statement of financial positiotibe read in conjunction with the notes to, asrthing part of, th

consolidated financial statements.



Balance at 1 January 2009
Net profit for the period

Net change in fair value of financial assets
available for sale, net of tax

Net change in fair value of financial ass
available for sale transferred to profit or
loss, net of tax

Home Credit and Finance Bank
Consolidated Statement of Changes in Equity
for the year ended 31 December 2010

Total comprehensive income for
the period

Contributions by owners

Balance at 31 December 2009

Balance at 1 January 2010
Net profit for the period

Net change in fair value of financial assets
available for sale, net of t

Net change in fair value of financial ass
available for sale transferred to profit or
loss, net of tax

Total comprehensive income for
the period

Dividends paid

Balance at 31 December 2010

Revaluation
reserve for
financial
Other assets
Charter capital availablefor Retained
capital contributions sale earnings Total
MRUB MRUB MRUB MRUB MRUB
4,406 9,631 - 6,562 20,599
- 5,179 5,179
235 - 235
- - (180) - (180)
- - 55 5,179 5,234
- 1,000 - - 1,000
4,406 10,631 55 11,741 26,833
4,406 10,631 55 11,741 26,833
- - 9,411 9,411
- - 18¢ - 18¢
- - (255) - (255)
- - (67) 9,411 9,344
- - - (3,158) (3,158)
4,406 10,631 (12) 17,994 33,019

The consolidated statement of changes in equity i read in conjunction with the notes to, arrdhfog part of, the

consolidated financial statements.



Home Credit and Finance Bank
Consolidated Statement of Cash Flows
for the year ended 31 December 2010

2010 2009
Note MRUB MRUB
Operating activities
Profit before tax 11,858 6,561
Adjustments for:
Impairment losses 8 3,567 8,873
Net unrealised foreign exchange loss 192 8,735
Net accrued interest expense 1,786 2,034
Net accrued fee and comission expense/(income) 322 (313)
Net accrued other operating income - 1)
Depreciation and amortisation 9 763 765
Net loss on disposal of property, equipment @mdngible assets 50 135
Loss on origination of loans at non-market inderates 7,13 2,071 -
Net realised gain on disposal of financial asaetslable for sale 7 (324) (225)
Net accrued general administrative expenses 576 752
Net loss/(gain) on early redemption of debt siiegrissued 7 44 (597)
Loss on early redemption of amounts due to bankis
other financial institutions 7 4 34
(Increase)/decrease in loans to customers (23,839) 5,304
(Increase)/decrease in placements with banks dredt Hhancial institutions (4,221) 90
Decrease/(increase) in financial assets availailedle 9,750 (15,428)
(Increase)/decrease in other assets (319) 226
Increase in current accounts and deposits fronomests 9,873 3,581
Increase/(decrease) in deposits from banks and fittaecial institutions 3,924 (2,818)
Increase/(decrease) in other liabilities 73 (131)
Cash flows from oper ations 16,150 17,577
Income taxes paid (2,324) (771)
Cash flows from oper ating activities 13,826 16,806
Investing activities
Proceeds from sale of property and equipment 10 12
Acquisition of property, equipment and intangibssets (483) (843)
Cash flows used in investing activities (473) (831)
Financing activities
Proceeds from debt securities issued 7,160 18,534
Payments of debt securities issued (10,047) (39,407)
Proceeds from deposits from banks and other filhntstitutions 1,680 -
Payments of deposits from banks and other finamusitutions (15,017) (5,580)
Dividends paid (3,158) -
Contribution from owners - 1,000
Cash flows used in financing activities (19,382) (25,453)
Net decrease in cash and cash equivalents (6,029) (9,478)
Cash and cash equivalents at 1 January 13,330 22,574
Foreign exchange effect on cash and cash equigalent 115 234
Cash and cash equivalents at 31 December 11 7,416 13,330

The consolidated statement of cash flows is toelae in conjunction with the notes to, and formiagt pf, the consolidated
financial statements.



Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Description of the Group

00O "Home Credit and Finance Bank" (the "Bank") was esthblisin the Russian Federation as a Limited
Liability Company and was granted its general banking leem 1990. The Bank together with its subsidiaries is
further referred as the Group.

Registered office

8/1 Pravda str
Moscow 125040
Russian Federation

Participants Country of incor poration Ownership interest (%)

2010 2009
Home Credit B.V. The Netherlands 99.99 99.99
Chvatal Ladislav - 0.01 0.01

The ultimate controlling owner is Petr Kellner, who exeesiscontrol over the Group through PPF Group N.V.
registered in the Netherlands.

Consolidated subsidiaries Country of incor poration Ownership interest (%)
2010 2009
Infobos (LLC)* Russian Federation 100.00 100.00
Liko-Technopolis (LLC)* Russian Federation 100.00 100.00
Financial Innovations (LLC) Russian Federation 100.00 100.00
Eurasia Capital S.A. Luxemburg see below  see below
Eurasia Structured Finance No.1 S.A. Luxemburg see belov see belov
Eurasia Credit Card Company S.A.* Luxemburg see belov see belov
Eurasia Credit Card Funding | S.A.* Luxemburg see belov see belov

Eurasia Capital S.A., Eurasia Structured Finance No.1, E#&asia Credit Card Company S.A. and Eurasia Credit
Carc Fundin¢ | S.A. are specia purpos: entities establishe to facilitate the Group’s issue of deb securitie (refel
to Note 18).

* As at 31 December 2010 Infobos (LLC), Liko-Tegholis (LLC), Eurasia Credit Card Company S.A. anddsia Credit Card Funding | S.A.
were under the process of liquidation.

Associate Country of incor poration Ownership interest (%)
2010 2009
Equifax Credit Services (LLC) Russian Federation 42.00 42.00
Council Board of Management
Smejc Jiri Chairman Svitek Ilvan Chairman/Chief Executive Officer
Kolikova Irina Deputy Chairman  Mosolov Dmitri First Deputy Chairman/
Vaisband Galina Member Deputy Chief Executive Officer
Gasyak Vladimir Deputy Chairman
Schaffer Martin Deputy Chairman
Andresov Yuriy Deputy Chairman
Egorova Olga Member



(@)

(b)

(©)

(d)
(i)

(if)

Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Description of the Group (continued)

Principal activities

The principal activity of the Group is the provision of thélftange of banking products and services to individual
customers across the Russian Federation. The activitiéseofsroup are regulated by the Central Bank of the
Russian Federation (the "CBR").

The Bank was acquiret by the Home Credit Grouy in 2002 The primary activities of the Grouy are lending deposi
taking, saving and current accounts service and maintengayments, debit cards maintenance, SMS and Internet-
banking services, payroll and other banking services. dand are offered to existing and new customers across the
Russian Federation via a well-developed distribution netveomprising of variable channels: own banking offices
network, points-of-sale at retailers, Russian Post brasand other third parties. As at 31 December 2010, the
Bank's well-developed distribution network comprised loé thead office in Moscow and 5 branches in Ufa,
Volgograd, Saint-Petersburg, Yekaterinburg, NovosihiB05 banking offices, 43 representative offices and over
46,000 active points of sale at retailers which cover ov20Q cities in 80 regions of the Russian Federation. As at
31 December 2010 the ATM network comprised of 3@®/& across the Russian Federation.

Basis of preparation
The consolidated financial statements for the peaied 31 December 2010 comprise the Bank andiitsdiaries.

Statement of compliance

The consolidated financial statements are prepared inrdacoe with International Financial Reporting Standards
("IFRS").

Basis of measurement

The consolidate financia statement are prepare on the historica cos or amortise: historica cos basi¢ excep

that financial instruments at fair value through profit os$ and available-for-sale assets are stated at fair value.
Other financial assets and liabilities are stated at asexticost. Non-financial assets and liabilities are stated a
historical cost, restated for the effects of inflatas described in Note 3(

Presentation and functional currency

The national currency of the Russian Federation is the BasRiouble ("RUB"). Management determined the
Group’s functional currency to be the RUB as it reflects tlhermmic substance of the underlying events and
circumstances of the Group. The RUB is also the Group’s ptatien currency for the purposes of these financial
statements. Financial information presented in R&JBunded to the nearest million.

Basis of consolidation

Subsidiaries

Subsidiaries are those enterprises controlled by the Gi@aptrol exists when the Group has the power, directly or
indirectly, to govern the financial and operating policagsan enterprise so as to obtain benefits from its activities

The financial statements of subsidiaries are included éndbnsolidated financial statements from the date that
control effectively commences until the date thattool effectively ceases.

Associates

Associate are those enterprise in which the Groug has significan influence but not control ovel the financia anc
operating policies. The consolidated financial stateméntiude the Group’s share of the total recognised gains and
losses of associates on an equity accounted basis, fromatketttht significant influence effectively commences
until the date that significant influence effectively ceasWhen the Group’s share of losses exceeds the Group’s
interest in the associate, that interest is reduced to dilranognition of further losses is discontinued except o th
extent that the Group has incurred obligationespect of the associate.
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Basis of preparation (continued)
Special purpose entities

The Group has established a number of special purposeesnfi&PEs") for the purposes of raising finance. The
Group does not have any direct or indirect shareholdingkesé entities. These SPEs are controlled by the Group
through the predetermination of the activities of SPEsjrwarights to obtain the majority of benefits of the SPEs,
and retaining the majority of the residual riskaited to the SPEs.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unreaaed arising from intra-group transactions, are elingédat

in preparing the consolidated financial statements. Uisexh gains arising from transactions with associates are
eliminated to the extent of the Group’s interest in the giee. Unrealised gains arising from transactions with
associates are eliminated against the investment in tloeiags. Unrealised losses are eliminated in the same way
as unrealised gains, but only to the extent thexetlis no evidence of impairme

Use of estimates and judgments

Management makes a number of estimates and assumptiotisgétathe reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prefia@se consolidated financial statements. Actual resalific
differ from those estimates. In particular, informatioroabsignificant areas of estimation, uncertainty and ealti
judgments made by management in preparing thesolidated financial statements is described irfatHewing:

- Loan impairment - Notes 3(i) and 13;

- Estimates of fair values of financial instrumenisote 24 (e).

Business environment

The Russian Federation is experiencing political and exdnchange that has affected, and may continue to affect,
the activities of enterprises operating in this environméonsequently, operations in the Russian Federation
involve risks that typically do not exist in other markets addition, the contraction in the capital and credit magket
and its impact on the Russian economy have further increthgeldvel of economic uncertainty in the environment.
These consolidated financial statements reflect managgsnassessment of the impact of the Russian business
environment on the operations and the financial positiothefGroup. The future business environment may differ
from management’s assessment.

Significant accounting policies

The following significant accounting policies are coneigty applied in the preparation of the consolidated
financial statements.

Foreign currency transactions

Transaction in foreigr currencie are translate to Rouble: al exchang rates at the date: of the transaction:
Monetary assets and liabilities denominated in foreigmengies at the reporting date are retranslated to Roubles at
the exchange rate at that date. The foreign currency gaimss dn monetary items is the difference between
amortised cost in Roubles at the beginning of the period)sefl for effective interest and payments during the
period, and the amortised cost in foreign currency traedlat the exchange rate at the end of the reporting period.
Non-monetary assets and liabilities denominated in foredgirrencies that are measured at fair value are
retranslated to Roubles at the exchange rate at the dateththafair value is determined. Foreign currency
differences arising on retranslation are recognised ifitmoloss, except for differences arising on the retransia

of available-for-sale equity instruments or qualifyingsbaflow hedges, which are recognised in other
comprehensive income. Non-monetary items that are meaguterms of historical cost in a foreign currency are
translated using the exchange rate at the datedfansaction.

10
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

Inflation accounting

The Russian Federation ceased to be hyperinflationary efiect from 1 January 2003 and accordingly, no
adjustments for hyperinflation are made for periods subsegto this date. The hyperinflation-adjusted carrying
amounts of equity items as at 31 December 2002 became roguagiounts as at 1 January 2003 for the purpose of
subsequent accounting.

Cash and cash equivalents

The Group considers cash, nostro accounts, amounts reteivader reverse repurchase agreements, and term
placements with the CBR, banks and other financial in#itist due within one month to be cash and cash
equivalents. The minimum reserve deposit with the CBR iscoasidered to be a cash equivalent due to restrictions
on its withdrawability.

Financial instruments
Classification
Financial instruments at fair value through prddit loss are financial assets or liabilities that are:

- acquired or incurred principally for the purpadeselling or repurchasing in the near term,

- are part of a portfolio of identified financial instrumerthat are managed together and for which, there is evidence
of a recent actual pattern of short-term profitiigk

- are a derivative (except for a derivative tha esignated and effective hedging instrument), or

- are, upon initial recognition, designated by &reup as at fair value through the profit or loss.

The Group designates financial assets and liadslgit fair value through profit or loss where eithe

- the assets or liabilities are managed and eveduan a fair value basis,

- the designation eliminates or significantly reelsi@n accounting mismatch which would otherwisseaor

- the asset or liability contains an embedded derivative #ignificantly modifies the cash flows that would
otherwise be required under the cont

Financial assets and liabilities at fair value through prof loss are not reclassified subsequent to initial
classification.

All trading derivatives in a net receivable position (pos&tfair value), as well as options purchased, are repoded a
an asset. All trading derivatives in a net payable positioagétive fair value), as well as options written, are
reported as a liability.

Loans and receivableare non-derivative financial assets with fixed or deteable payments that are not quoted
in an active market, other than those that the Group intemd®lt immediately or in the near term, those that the
Group upon initial recognition designates as at fair vahreugh profit or loss, or those where its initial investment
may not be substantially recovered, other thanumaf credit deterioration.

Held-to-maturity investmentsre those non-derivative financial assets with fixed oedeinable payments and
fixed maturity that the Group has the positive intention adility to hold to maturity, other than loans and
receivables and instruments designated as atdhiethrough profit or loss or as available-foresal

Available-for-sale assetare those non-derivative financial assets that are desidr@s available for sale or are not
classified as loans and receivables, held to maturity invests or financial instruments at fair value through grofi
or loss.

Recognition

Financial assets and liabilities are recognised in the am@ed statement of financial position when the Group
becomes a party to the contractual provisions of the ingnimAll regular way purchases of financial assets are
accounted for at the settlement d

11
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

Measurement

A financial asset or liability is initially measured at itaif value plus, in the case of a financial asset or liability n
at fair value through profit or loss, transaction costs #a directly attributable to the acquisition or issue of the
financial asset or liability.

Subsequent to initial recognition, financial assets,udilg derivatives that are assets, are measured at their fai
values, without any deduction for transaction costs that beincurred on sale or other disposal, except for loans
and receivables and held to maturity investments which aasored at amortised cost less impairment losses and
investments in equity instruments that do not have a quotadken price in an active market and whose fair value
cannot be reliably measured which are measuredsatess impairment losses.

All financial liabilities, other than those designated air fvalue through profit or loss and financial liabilitigsat
arise when a transfer of a financial asset carried at fawevaloes not qualify for derecognition, are measured at
amortised cost. Amortised cost is calculated using thectife interest method. Premiums and discounts, including
initial transaction costs, are included in the carrying aniof the related instrument and amortised based on the
effective interest rate of the instrument.

Fair value measurement principles

The fair value of financial instruments is based on theirtgdomarket price at the reporting date without any
deduction for transaction costs. If a quoted market pric®tsavailable, the fair value of the instrument is estimated
using pricing models or discounted cash flow teghes.

Where discounte cast flow technique are used estimate future cast flows are baser on management bes
estimates and the discount rate is a market related rate a¢porting date for an instrument with similar terms and
conditions. Where pricing models are used, inptegsbased on market related measures at the repddie.

The fair value of derivatives that are not exchange-tradesiimated at the amount that the Group would receive or
pay to terminate the contract at the reporting date taking @&Ttcount current market conditions and the current
creditworthiness of the counterparties.

Gains and losses on subsequent measurement

Gains and losses on financial instruments classified agiatvilue through profit or loss are recognised in the
consolidated statement of comprehensive income.

Gains anc losse on financia asset available for sale are recognise directly in equity (excep for impairmen losse
and foreign exchange gains and losses) until the asseteésagrised, at which time the cumulative gain or loss
previously recognised in equity is recognised | dbnsolidated statement of comprehensive income.

For financial assets and liabilities carried at amortisest,ca gain or loss is recognised in the consolidated stateme
of comprehensive income when the financial asset or lighif derecognised or impaired, and through the
amortisation process.

Derecognition

The Group derecognises a financial asset when the corgitaahts to receive cash flows from the asset expire, or
it transfers the rights to receive the contractual cash glam the financial asset in a transaction in which
substantially all the risks and rewards of ownership of tharicial asset are transferred. Any interest in transflerre
financial assets that is created or retained byattmip is recognised as a separate asset ortjabili

The Group derecognises a financial liability whisnciontractual obligations are discharged or céed@r expire

If the Group purchases its own debt, it is removed from thesolbidated statement of financial position and the
difference between the carrying amount of the liability ahd consideration paid is included in gains or losses
arising from early retirement of debt.

12
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

The Groug enter: into transaction whereb: it transfer asset recognise on its consolidate statemer of financia
position, but retains either all risks and rewards of thegferred assets or a portion of them. If all or substantially
all risks and rewards are retained, then the transferreztsaase not derecognised from the consolidated statement
of financial position.

In transactions where the Group neither retains nor trassigbstantially all the risks and rewards of ownership of a
financial asset, it derecognises the asset if obatrer the asset is lost.

The Group also derecognises certain assets when it wrifebBatdnces pertaining to the assets deemed to be
uncollectible.

Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase agreementscangnged for as secured financing transactions, with the
securities retained in the consolidated statement of &i@rposition and the counterparty liability included in
amounts due to other banks or to customers, as appropria¢edifference between the sale and repurchase price
represents interest expense and is recognised in the matedl statement of comprehensive income over the life of
the agreement.

Securities purchased under agreements to resell are egtasddue from banks or customers as appropriate. The
differences between the sale and repurchase prices atedr@sinterest and accrued over the life of the agreement
using the effective interest method.

(viii) Derivative financial instruments

(ix)

(€)

The Groug use: derivative financia instrument to economicall hedgeits exposur to foreigr exchang anc interes
rate risk arising from financing activities. These instents do not qualify for hedge accounting and thus any gain
or loss on the derivative financial instrumenteeisognised in the consolidated statement of congmte income.

Financial guarantees

A financia guarante is a contrac thal require: the Grouf to make specifiec payment to reimburs: the holdel for a
loss it incurs because a specified debtor fails to make paymben due in accordance with the terms of a debt
instrument.

A financia guarante liability is recognise initially ai fair value net of associate transactio costs anc is measure
subsequently at the higher of the amount initially recogahiess cumulative amortisation or the amount of provision
for losses under the guarantee. Provisions for losses uirdarcial guarantees are recognised when losses are
considered probable and can be measured reliably.

Financial guarantee liabilities are included witbther liabilities.
Securitisation

For securitise financia assets the Groug consider bott the degrer of transfe of risks anc reward: on asset
transferred to another entity and the degree dfrobexercised by the Group over the other entity.

When the Group, in substance, controls the entity to whioharfcial assets have been transferred, the entity is
included in these consolidated financial statements aadrdnsferred assets are recognised in the consolidated
statement of financial position.

Wher the Groug has transferre financia asset to anothe entity, but has retaine( substantiall all of the risks anc
rewards relating to the transferred assets, the trandfexrssets are recognised in the consolidated statement of
financial position.

Wher the Grouy transfer substantiall all the risks anc reward: relating to the transferre asset to ar entity tha it
does not control, the assets are derecognisedtfrermonsolidated statement of financial position.

If the Groug neithe transfer nor retain: substantiall all the risks anc reward: relating to the transferre assets the
assets are derecognised if the Group has not eetaiontrol over the assets.

13
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

Offsetting

Financialassets and liabilities are offset and the net amount reghdnteghe consolidated statement of financial
position when there is a legally enforceable right to settéfrecognised amounts and there is an intention to settle
on a net basis, or realise the asset and settlability simultaneously.

Property and equipment
Owned assets

Items of property and equipment are stated at cost less adated depreciation and impairment losses. The cost
for self-constructed assets includes the cost of matedalsct labour and an appropriate proportion of production
overheads.

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

Leased assets

Leases in terms of which the Group assumes substantialtheltisks and rewards of ownership are classified as
finance leases. Equipment acquired by way of finance leaseted at an amount equal to the lower of its fair value
and the present value of the minimum lease payments at iooegft the lease, less accumulated depreciation and
impairment losses.

Operating leases, under the terms of which the Group doeassuime substantially all the risks and rewards of
ownership, are expensed on a straight line basis.

Subsequent expenditure

Expenditure incurred to replace a component of an item gbgnty and equipment that is accounted for separately,
including major inspection and overhaul expenditure, ipitedised. Other subsequent expenditure is capitalised
only when it increases the future economic benefits emlobufiethe item of property and equipment. All other
expenditure is recognised in the consolidated rsiaité¢ of comprehensive income as an expense aseadcur

Depreciation

Depreciation is charged to the consolidated statement mipoehensive income on a straight line basis over the
estimated useful lives of the individual assets. Propemnty equipment are depreciated from the date the asset is
available for use. The estimated useful lives ariobows:

Computers and equipment 4 years
Vehicles 5 years
Furniture 5 years
Leasehold improvements 5 years
Buildings 10-50 years

Intangible assets
Goodwill

Gooduwill arising on an acquisition represents the exceshetost of the acquisition over the fair value of the net
identifiable assets and liabilities acquired. Goilide/stated at cost less impairment losses.

I ntangible assets

Intangible asset« which are acquire« by the Group are state( al cos less accumulate amortisatiol anc impairmen
losses. Expenditure on internally generated goodwill arahdls is recognised in the consolidated statement of
comprehensive income as an expense as incurred.

14
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

Amortisation

Amortisatior is charge: to the consolidate statemer of comprehensiv income on a straight-line basis over the
estimated useful lives of intangible assets. Goodwill isamortised; other intangible assets are amortised from the
date the asset is available for use. The estimegefll lives are as follows:

Software 1-10 year
Licenses 1-10 year
I mpair ment

Financial assets carried at amortised cost

The Group assesses whether there is objective evidencBrthatial assets not carried at fair value through profit
or loss are impaired on a regular basis. Financial assetsnpadred when objective evidence demonstrates that a
loss event has occurred after the initial recognition ofahsets, and that the loss event has an impact on the future
cash flows on the asset that can be estimatedhelia

Obijective evidence that financial assets are impaired gelude default or delinquency by a borrower, breach of
loan covenants or conditions, restructuring of a loan oraade on terms that the Group would not otherwise
consider, indications that a borrower or issuer will entanlruptcy, the disappearance of an active market for a
security, deterioration in the value of collateral, or atbbservable data relating to a group of assets such as advers
changes in the payment status of borrowers in the group,@ragaic conditions that correlate with defaults in the

group

The Group first assesses whether objective evidence ofiimpat exists individually for loans and receivables that
are individually significant, and individually or collécely for loans and receivables that are not individually
significant. If the Group determines that no objective evice of impairment exists for an individually assessed
loan or receivable, whether significant or not, it includles loan in a group of loans and receivables with similar
credit risk characteristics and collectively assessem tioe impairment. Loans and receivables that are indivigual
assessed for impairment and for which an impairment loss &ontinues to be recognised are not included in a
collective assessment of impairm:

If there is objective evidenci thal ar impairmen loss on a financia asse has beer incurred the amoun of the loss is
measured as the difference between the carrying amounedirtancial asset and the present value of estimated
future cash flows including amounts recoverable from goi@®s and collateral discounted at the financial asset’s
original effective interest rate. Contractual cietvs and historical loss experience adjusted enbisis of releval
observable data that reflect current economic conditiomsige the basis for estimating expected cash flows.
Financial assets with a short duration are notodisted.

In some case the observabl date requirec to estimati the amoun of ar impairmen loss on a financia asse may be
limited or no longer fully relevant to current circumstaac@&his may be the case when a borrower is in financial
difficulties and there is little available historical datgating to similar borrowers. In such cases, the Group itses
experience and judgment to estimate the amountyifnapairment loss.

All impairment losses in respect of financial assets aregeised in the consolidated statement of comprehensive
income and are only reversed if a subsequent increase ingedde amount can be related objectively to an event
occurring after the impairment loss was recognigedimpairment loss is reversed only to the exthat the asset
carrying amount does not exceed the carrying amount of tketakat would have been determined, net of
amortisation, if no impairment loss had been retsmgh

Financial assets carried at cost

Financia asset carriec al cos include unquoter equity instrument includec in available-for-sal asset thar are not
carried at fair value because their fair value can not baslimeasured. If there is objective evidence that such
investments are impaired, the impairment loss is calcdlatethe difference between the carrying amount of the
investment and the present value of the estimated fututte ftass discounted at the current market rate of return
for a similar financial asset.
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

All impairmen losse in respec of thestinvestment are recognise in the consolidate statemer of comprehensiv
income and cannot be reversed.

Available-for-sale financial assets

Impairment losses on available-for-sale financial asaetsrecognised by transferring the cumulative loss that is
recognised in other comprehensive income to profit or lesa geclassification adjustment. The cumulative loss that
is reclassified from other comprehensive income to prafibss is the difference between the acquisition cost, net
of any principal repayment and amortisation, and the ctrfain value, less any impairment loss previously
recognised in profit or loss. Changes in impairment prowisi attributable to time value are reflected as a
component of interest incon

If, in a subsequent period, the fair value of an impaired labée-for-sale debt security increases and the increase
can be objectively related to an event occurring after thpainment loss was recognised in profit or loss, the
impairment loss is reversed, with the amount of the reveeadgnised in profit or loss. However, any subsequent
recovery in the fair value of an impaired available-foresaljuity security is recognised in other comprehensive
income

Non-financial assets

Other non financial assets, other than deferred taxes, ssessed at each reporting date for any indications of
impairment. The recoverable amount of non financial assetise greater of their fair value less costs to sell and

value in use. In assessing value in use, the estimated foaste flows are discounted to their present value using a
pre-tax discount rate that reflects current market assarstsnof the time value of money and the risks specific to the
asset. For an asset that does not generate cash inflowdylangependent of those from other assets, the

recoverable amount is determined for the cash-generatiitgaiwhich the asset belongs. An impairment loss is

recognised when the carrying amount of an assét oash-generating unit exceeds its recoverabtauat

All impairmen losse in respec of nor financia asset are recognise in the consolidate statemer of
comprehensive income and reversed only if there has beeraagehin the estimates used to determine the
recoverable amount. Any impairment loss reversed is onlgnsed to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have beemdrtsl, net of depreciation or amortisation, if no
impairment loss had been recognised.

Pensions

The Governmer of the Russial Federatio is responsibl for providing pension anc retiremen benefit: to the
Group’s employees. A regular contribution linked to empley salaries is made by the Group to the Government to
fund the national pension plans. Payments undsethension schemes are charged as expenses &sltHag.

Provisions

A provision is recognised in the consolidated statementimdrfcial position when the Group has a legal or
constructive obligation as a result of a past event, andprabable that an outflow of economic benefits will be
required to settle the obligation. If the effect is materfalovisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects currenketasissessments of the time value of money and, where
appropriate, the risks specific to the liability.

Taxation

Income tax on the profit or loss for the year comprises curaen deferred tax. Income tax is recognised in the
consolidated statement of comprehensive income excepetextent that it relates to items recognised directly to
equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable indomthe year, using tax rates enacted or substantially
enacted at the reporting date, and any adjustrodaktpayable in respect of previous years.
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Significant accounting policies (continued)

Deferrectax is recognise in respec of temporar difference betweel the carryinc amount of asset anc liabilities

for financial reporting purposes and the amounts used fatian purposes. The following temporary differences
are not provided for: goodwill not deductible for tax purpssthe initial recognition of assets or liabilities that

affect neither accounting nor taxable profit and tempordifferences related to investments in subsidiaries,
branches and associates where the parent is able to cdrgriiiing of the reversal of the temporary difference and
it is probable that the temporary difference will not reens the foreseeable future. The amount of deferred tax
provided is based on the expected manner of realisatiortttersent of the carrying amount of assets and liabilities,
using tax rates enacted or substantially enactdteateporting date.

A deferred tax asset is recognised only to the extent thatprdbable that future taxable profits will be available
against which the temporary differences, unused tax loasdscredits can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probétimé the related tax benefit will be realised.

Interest income and expense

Interest income and expense is recognised in the consatidatitement of comprehensive income as it accrues,
taking into account the effective rate of the asset/lighbdr an applicable floating rate. Interest income and egpen
includes the amortisation of any discount or premium or iotliferences between the initial carrying amount of an
interest bearing instrument and its amount at ritgtcalculated on an effective interest rate basis.

Loan origination fees, loan servicing fees and other feasahe considered to be integral to the overall profitabilit
of the loan together with the related direct costs, are defeand recognised as an adjustment to the effective
interest rate. Deferred fees are amortised basedenage actual historic lives of the related loans

Fee and commission income
Fee and commission income is recognised when thiesponding service is provided.

Penalty income is recognised in the consolidated statenfexdmprehensive income when penalty is charged to a
customer, taking into account its collectability.

New standards and inter pretations not yet adopted

A numbe of new standard: amendmen to standard anc interpretation are not yei effective as al 31 Decembe
2010, and are not applied in preparing these consolidatetidial statements. Of these pronouncements, potentially
the following will have an impact on the Group’s operatiohke Group plans to adopt these pronouncements when
they become effective. The Group has not yet analysed tlkéy linpact of these pronouncements on its financial
statements.

IFRS 7 Financia Instruments Disclosure (effective from 1 Januar 2011) Improvement to IFRS¢ issuetin May
2010 amended disclosures of credit risk relating to coldtdeld as security. The Group will apply these
amendments prospectively from 1 January 2011.

IFRS 9Financial Instrumentswill be effective for annual periods beginning on or afterahdary 2013. The new
standard is to be issued in several phases and is intendedléze IAS 3%inancial Instruments: Recognition and
Measuremenbnce the project is completed by the end of 2010. The firssplwh IFRS 9 was issued in November
2009 and relates to the recognition and measurement of dimaassets. The Group recognises that the new
standard introduces many changes to the accounting fondiakinstruments and is likely to have a significant
impact on the consolidated financial statements. The itlnplihese changes will be analysed during the course of
the project as further phases of the standardsate

Comparative figures

Payments processing and accounts maintenance expense amtbunt of MRUB 6 and payments to Deposit
Insurance Agency in the amount of MRUB 23 wereassified from other fee and commission expense.
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

4. Interest income and interest expense
2010 2009
MRUB MRUB
Interest income
Loans to individuals 23,901 25,374
Financial assets available for sale 1,049 954
Loans to corporations 267 265
Amounts receivable under reverse repurchase agraeme 88 99
Placements with banks and other financial instindi 43 801
Financial assets at fair value through profit @slo - 1,085
25,348 28,578
Interest expense
Debt securities issued 3,952 5,542
Current accounts and deposits from customers 1,662 524
Due to banks and other financial institutions 620 3,074
Financial liabilities at fair value through prof€it loss - 992
6,234 10,132
5. Feeand commission income
2010 2009
MRUB MRUB
Insurance agent commissions 4,111 2,756
Contractual penalties from customers 1,491 2,389
Cash operations 966 1,128
Customer payments processing and account maintenanc 704 375
Fees from retailers 402 213
Other 11 36
7,685 6,897
6. Feeand commission expense
2010 2009
MRUB MRUB
Cash transactions 166 284
Payments processing and account maintenance 104 92
Payments to the Deposit Insurance Agency 52 23
Other 33 14
355 413
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Other operating expense, net

Note 2010 2009
MRUB MRUB
Net realised gain on financial assets available#be 324 225
Net gain on spot transactions and derivatives 180 2,227
Loss on early redemption of amounts due to banédsoémer
financial institutions 4) (34)
Net (loss)/gain on early redemption of debt semsgiissued (44) 597
Loss from foreign exchange revaluation of financial
assets and liabilities (213) (3,681)
Loss on origination of loans at non-market interatgs 13 (2,071) -
Other 90 81
(1,738) (585)
I mpair ment losses
2010 2009
MRUB MRUB
Consumer loans 1,954 2,660
Credit card loans 671 3,196
Cash loans 497 2,398
Mortgage loans 268 371
Loans to corporations 154 11
Car loans 23 237
3,567 8,873
General administrative expenses
Note 2010 2009
MRUB MRUB
Employee compensation 4,398 3,804
Depreciation and amortisation 16 763 765
Telecommunication and postage 674 758
Occupancy 27 568 671
Payroll related taxes 551 499
Professional services 532 624
Information technology 491 576
Taxes other than income tax 475 414
Advertising and marketing 241 99
Repairs and maintenance 231 307
Travel expenses 71 61
Other 286 333
9,281 8,911
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

2010 2009
MRUB MRUB
Current tax expense 2,300 1,049
Deferred tax expense 147 333
2,447 1,382
Reconciliation of effectivetax rate
2010 2009
MRUB MRUB
Profit before tax 11,858 6,561
Income tax using the applicable tax rate 20% 2,372 1,312
Net non-deductible costs 90 95
Effect of current tax overprovided in previous pels (15) (25)
2,447 1,382
The tax effects relating to components of other maihensive income comprise:
2010 2009
Amount Amount Amount Amount
beforetax Tax benefit net of tax  beforetax Tax expense net of tax
MRUB MRUB MRUB MRUB MRUB MRUB
Net change in fair
value of financial
assets available for
sale (84) 17 (67) 69 (14) 55
(84) 17 (67) 69 (14) 55
Cash and cash equivalents
2010 2009
MRUB MRUB
Placements with banks and other financial instingi
due within one month 4,128 8,605
Nostro accounts with the CBR 1,805 1,893
Cash 1,400 1,340
Amounts receivable under reverse repurchase agregeme 83 1,492
7,416 13,330

Placements with banks and other financial instihgiabove comprise nostro accounts and loans grusite
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Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Cash and cash equivalents (continued)

2010 2009
Nostro accounts MRUB MRUB
OECD banks 673 2,372
Largest 50 Russian banks 160 68
Other 47 398
880 2,838
2010 2009
L oans and deposits MRUB MRUB
Largest 50 Russian banks 1,300 2,488
OECD banks 1,123 970
Russian subsidiaries of OECD banks - 1,624
Other 825 685
3,248 5,767
2010 2009
Amountsreceivable under reverse repurchase agreements MRUB MRUB
Other Russian non-banking financial institutions 83 300
Other foreign non-banking financial - 1,192
83 1,492
Collateral for amountsreceivable under rever serepurchase agreements
2010 2009
MRUB MRUB
Shares 115 264
Debt securities - 1,635
115 1,899
None of the items described above are impairedst gue.
Placements with banks and other financial institutions
2010 2009
MRUB MRUB
Term deposits with banks and other financial intihs due after one month 2,599 1
Amounts receivable under reverse repurchase agraeme 1,527 -
Minimum reserve deposit with the CBR 188 108
4,314 109
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Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Placements with banks and other financial institutions (continued)

2010 2009
Term deposits with banks and other financial institutions due after one
month MRUB MRUB
Other foreign non-banking financial institutions 1,525 -
OECD banks 1,024 -
Other Russian non-banking financial institutions 50 1
2,599 1
2010 2009
Amountsreceivable under reverse repurchase agreements MRUB MRUB
Other foreign non-banking financial institutions 1,527 -
1,527 -

The minimum reserve deposit is a mandatory non-interestrigpdeposit calculated in accordance with regulations
issued by the CBR and whose withdrawability isrietgd.

None of the items described above are impairedst gue.

L oansto customers

2010 2009

MRUB MRUB
Consumer loans 43,150 28,658
Cash loans 18,424 10,652

Credit card loar 11,56¢ 18,11:
Mortgage loans 6,704 8,015
Car loans 1,215 1,979
Loans to corporations 170 386
Impairment allowance (5,957) (8,873)
75,275 58,929

The Groug provide: consume loans for the purchas of househol goods including but not limited to: househol
appliances, consumer electronics, computer hardware,lenpbones, furniture, constructing materials and
gardening equipment. Credit cards are generally issue8 years and have an average credit limit of TRUB 45.6
and require a minimum monthly payment of 5% of the creditlion the respective credit card (Zdecembe
2009: 3 years, TRUB 32.8 and 5%, respectively). As at 31 Dee 2010 the average loan-to-value ratio for
mortgage loans is 66% (as atB&cember 2009: 68%).
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13. Loansto customers (continued)

The following table provides the average size of loans g@m@nd the average term by type of loans as at 31

December:
2010 2009
Size Term Size Term
TRUB Months TRUB Months

Consumer loans 17.2 15 15.3 10
Cash loans 53.3 28 48.8 19
Car loans 247.9 56 258.4 52
Mortgage loans 2,771.0 172 2,156.0 191

Analysis of collateral

The following table provides the analysis of loamtfolio by type of collateral as at 31 December:

2010 2009
Portfaolio % of loan Portfolio % of loan
MRUB portfolio MRUB portfolio
Real estate 6,704 9 8,227 12
Motor vehicles 1,215 1 1,979 3
Guarantees - - 151 -
No collateral 73,313 90 57,445 85
Total 81,232 67,802

The amounts shown in the table above represent the grossapfdhe loans, and do not necessarily represent the
fair value of the collateral.

Mortgage loans are secured by underlying housing realee<tatr loans are secured by underlying motor vehicles.
As at 31 December 2010 there is no collateral for loans toaratjpns (2009: third party guarantees and real
estate). Credit card loans, cash loans and condoars are not secured.

Overdue mortgage and car loans with a gross value of MRUB71(@1 December 2009: MRUB 1,526) are
secured by collateral with a fair value of MRUB 1,406 (31 Daber 2009: MRUB 2,243). For the remaining

overdue loans to customers with a gross value of MRUB 10,83 ecember 2009: MRUB 13,873) there is no
collateral.

During the year ended 31 December 2010 the Group obtainetkaéashe amount of MRUB 24 by taking control
of collateral accepted as security for issued nagiggoans (31 December 2009: nil).
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L oansto customer s (continued)

2010 2009
Impair ment Carrying Impair ment Carrying
Gross  allowance amount Gross allowance amount
MRUB MRUB MRUB MRUB MRUB MRUB
L oansto cor por ations
Current 5 - 5 375 - 375
Days past due:
90 — 360 154 (154) - 11 (11) -
more than 360 11 (11) - - - -
Loansto individuals
Current 69,693 (784) 68,909 52,028 (981) 51,047
Days past due:
1-90 5,964 (1,263) 4,701 6,642 (1,574) 5,068
90 — 360 4,884 (3,310) 1,574 8,292 (6,101) 2,191
more than 360 521 (435) 86 454 (206) 248
Total 81,232 (5,957) 75,275 67,802 (8,873) 58,929

The Group classifies loans which are contractually ovefduenore than 90 days as non-performing ("NPL"). As
of 31 December 2010 total non-performing loans amountédR&B 5,570 (31 December 2009: MRUB 8,757).

The Group created provisions for non-performing loans o%0(31 December 2009: 72.1%). Performing loans
are provided for at a rate 2.7% (31 December 28(09%).

NPL s by product classesto total impairment allowances by product classes

2010 2009
Provision Provision
NPL s coverage NPL< coverage
MRUB % MRUB %
Consumer loans 2,461 114 2,546 108
Credit card loans 1,274 86 2,991 98
Cash loans 830 136 1,999 113
Mortgage loans 616 88 960 70
Car loans 224 99 250 105
Loans to corporations 165 100 11 100
Total 5,570 107 8,757 101

Loans and receivables, except for mortgage and car loaesdwy 360 days are written off. Mortgage and car
loans and receivables overdue over 720 days are writterSoffie of the loans written off can be subsequently
sold. During the year ended 31 December 2010 the Group solghadorming loans with a gross value including
penalties of MRUB 5,153 for MRUB 296 (year ended®kcember 2009: MRUB 2,009 for MRUB 136).
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13. Loansto customers (continued)

The Group estimated the impairment on loans to customersdardance with the accounting policy as described
in Note 3(i). The key assumptions used in estingaitimpairment losses are as follows:

- future loan migration and collection experiendk e consistent with recent experience,

- unsecured loans which borrowers are unable to repay ircéudl be partially recovered through the sale of the
loans to collection agencies for 3.9-7.2% of the outstagdialance of the loans and through further collection
actions for 17% of the loans' outstanding princlpelnce,

- car loans which borrowers are unable to repay in full candrtiglly recovered through further collection action

for 15% of the loans' outstanding principal balance

- mortgage loans which borrowers are unable to repay in fali be partially recovered through the sale of
collateral for 50% of the loans' outstanding priradibalance.

Changes in collection estimates could affect the impaitnhesses recognised. For example, to the extent that
estimated future cash flows of loans differs by plus/minos percent, the loan impairment as at 31 December
2010 would be approximately MRUB 753 lower/highgt December 2009: MRUB 589).

In February 2009 the Group redeemed consumer loan recet/bhtked notes with the face value of MEUR 126.5
and as a result as of 31 December 2009 no consumer loans Wiateradised in relation to the notes issued by the
Eurasia Structured Finance No.1 S.A. as a parb§emer loan securitisation transaction (refer @eN.8).

In April 200¢ the Grour redeeme credi carc receivable backe( note: of MRUB 8,20( anc credil carc
receivables with a total carrying amount of MRUB352 were bought back by the Bank at par.

As al 31 Decembe 201C mortgag: loans with the total carrying amoun of MRUB 931 (31 Decembe 2009
MRUB 2,600) were collateralised in relation to edas due to banks and other financial institutipiste 19).

In the third quarter of 2010 the Group granted loans undersffexial terms of a marketing campaign with an
average contractual interest rate of 7.8%, which was befmwmarket rate. The volume of loans granted in the
amount of MRUB 10,742 was adjusted to fair value at the maikietrest rate of 29.9%. The effect of this
adjustment in the amount of MRUB 2,071 is shown within oth@erating expense in the statement of
comprehensive income.

Analysis of movementsin impair ment allowance

Movements in the loan impairment allowance by classes ohdo#& customers for the year ended
31DecembeR010 are as follows:

Consumer  Credit card Mortgage Car Loansto
MRUB loans loans Cash loans loans loans corporations Total
Balance at
1 January 2,739 2,926 2,259 675 263 11 8,873
Impairment losses 1,954 671 497 268 23 154 3,567
Recoveries 829 396 427 - 1 - 1,653
Amount related to
loans written off (2,727) (2,891) (2,052) (401) (65) - (8,136)
Balance at
31 December 2,795 1,102 1,131 542 222 165 5,957
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L oansto customer s (continued)

Movement in the loar impairmen allowance by classe of loans to customer for the yea endet

31 DecembeR009 are as follows:

Consumer Credit card

M ortgage Car

Loansto

MRUB loans loans Cash loans loans loans corporations Total
Balance at
1 January 3,437 2,471 2,379 352 173 8,812
Impairment losses 2,660 3,196 2,398 371 237 11 8,873
Recoveries 564 209 187 44 - 1,004
Amount related to
loans written off (3,922) (2,950) (2,705) (92) (147) (9,816)
Balance at
31 December 2,739 2,926 2,259 675 263 11 8,873
Financial assets at fair value through profit or loss
2010 2009
Note MRUB MRUB
Positive fair value of derivative instruments 25 14 182
14 182
Financial assets available for sale
2010 2009
Note MRUB MRUB
Debt securities
Pledged as collateral for balances due to banks 231 3,951
Largest 50 Russian banks 19 231 3,951
Unpledged debt securities 5,610 11,565
Largest 50 Russian banks 4,101 7,177
Home Credit B.V. 29 (a) - 2,185
Other 1,509 2,203
5,841 15,516
Non-quoted debt securities
Included in financial assets available for salerame-quoted debt securities as follows:
2010 2009
MRUB MRUB
Debt securities
Other 150 140
150 140
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Financial assets available for sale (continued)
Financia asset availabl¢ for sale state( al cos comprist unquoter Governmer bond: of the Republic of Belarus
There were no transactions in 2010 that provide any evidehtiee current fair value. However, debt securities

with a carrying amount of MRUB 150 were acquired during thereot year and management believes it is
unlikely that the fair value at the year end wadififer significantly from that carrying amount.

Property, equipment and intangible assets

Movements in property, equipment and intangibletssfor the year ended 31 December 2010 are asvill

2
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MRUB 8 > o 45 083 £ [
Cost
Balance at 1 January 6,072 99 392 - 1,639 851 9,053
Additions 92 31 23 25 89 223 483
Disposals - - (34) (24) (67) (5) (130)
Transfers (946) - 91 841 14 - -
Balance at
31 December 5,218 130 472 842 1,675 1,069 9,406
Accumulated
depreciation and
amortisation
Balance at 1 January 734 52 100 - 942 232 2,060
Depreciation and
amortisation charge 140 19 60 61 305 178 763
Disposals - - (8) - (62) - (70)
Transfers (68) - 58 - 10 - -
Balance at
31 December 806 71 210 61 1,195 410 2,753
Net book value
at 1 January 5,338 47 292 - 697 619 6,993
Net book value
at 31 December 4,412 59 262 781 480 659 6,653
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Property, equipment and intangible assets (continued)

Movements in property, equipment and intangibletssfor the year ended 31 December 2009 are asvill
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Cost
Balance at 1 January 6,309 115 405 14 1,482 383 8,708
Additions 70 - 19 - 249 468 806
Disposals (132) (16) (198) (1) (114) - (461)
Transfers (175) - 166 (13) 22 - -
Balance at
31 December 6,072 99 392 - 1,639 851 9,053
Accumulated
depreciation and
amortisation
Balance at 1 January 572 47 241 1 732 55 1,648
Depreciation and
amortisation charge 222 17 44 - 305 177 765
Disposals (60) (12) (185) (1) (95) - (353)
Balance at
31 December 734 52 100 - 942 232 2,060
Net book value
at 1 January 5,737 68 164 13 750 328 7,060
Net book value
at 31 December 5,338 47 292 - 697 619 6,993
Movements in the impairment allowance are as fatow
2010 2009
MRUB MRUB
Balance at 1 January - (149)
Impairment losses - -
Amounts related to offices closed - 149
Balance at 31 December . .
Other assets
2010 2009
MRUB MRUB
Accrued income 502 358
Prepaid expenses 258 125
Settlements with suppliers 201 201
Taxes other than income tax 106 142
Other 109 68
1,176 894
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Debt securitiesissued

2010 2009
Maturity Interest rate MRUB MRUB
Unsecured RUB bond issue 2 of
MRUB 3,000 May 201C 17.50% - 2,782
Unsecured RUB bond issue 3 of
MRUB 3,000 September 201 7.50% - 3,012
Loan participation notes issue 4 of Fixed,
MUSD 500 June 201 11% 6,847 7,396
Loan participation notes issue 3 of Fixed,
MUSD 200 August 201! 11.75% 4,750 5,903
Loan participation notes issue 5 of Fixed,
MUSD 301 August 201: 11.75% 5,387 5,684
Unsecured RUB bond issue 4 of
MRUB 3,000 October 201 7.10% 3,046 3,117
Unsecured RUB bond issue 5 of April 2013/
MRUB 4,000 October 2011 8.15% 4,072 4,081
Unsecured RUB bond issue 7 of April 2015/
MRUB 3,000 May 2012* 9.00% 5,068 -
Unsecured RUB bond issue 6 of June 2014
MRUB 5,000 December 2012 7.75% 4,982 5,013
34,152 36,988

* Early redemption option dai

The RUB denominated bonds issue 2 was issued in May 2005 Wiiiteécoupon rate, resetable at option dates. In
May 2010 the Group repaid the bonds at

The RUB denominated bonds issue 3 was issued in Septemb&naiDa fixed coupon rate, resetable at option
dates. In September 2010 the Group repaid the ke

The USD denominated loan participation notes issue 4 wasdss June 2008 through Eurasia Capital S.A. (refer
to Note 1). The proceeds from the issue were used to grantsecured loan to the Bank. By 31 December 2010
the Group bought back the USD denominated loan participataies issue 4 with a cumulative principal amount
of MUSD 276.

The USD denominated loan participation notes issue 3 wasdsi April 2007 through Eurasia Capital S.A. The
proceeds from the issue were used to grant an unsecuredltia® Bank. The Group bought back from the market
the non-exchanged part (as decribed below) of the USD devaded loan participation notes issue 3 with the
principal amount of MUSD 11 and repaid the restaf-exchanged part of the bond at par in April 2010

The USD denominated loan participation notes issue 5 waedss August 2008 through Eurasia Capital S.A. in
the amount of MUSD 450. The proceeds from the issue were asghht an unsecured loan to the Bank. Part of
the issue consisted of the exchange of USD denominated laditipation notes issue 3 in the amount of
MUSD 149. By 31 December 2010 the Group bought back the USrdmated loan participation notes issue 5
with a cumulative principal amount of MUSD 132.

The RUB denominated bonds issue 4 was issued in October 2@béwiixed coupon rate, resetable at option
dates. In October 2010 the Group reset a new corgierthrough the final maturity date.
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Debt securitiesissued (continued)

The RUB denominated bonds issue 5 was issued in April 2008 avitxed coupon rate, resetable at option dates.
In April 2010 the Group reset a new coupon rate for the nexttein months. The bondholders are entitled to
demand early redemption of the bond at par in Gat@0611.

In April 2010 the Group issued the RUB denominated bondsisswith a fixed coupon rate set for two years.
Bondholders are entitled to demand early redemputidhe bond at par in May 2012.

The RUB denominated bonds issue 6 was issued in June 2008 ¥ixtbd coupon rate, resetable at option dates. In
December 2010 the Group reset a new coupon rate for the nexyears. Bondholders are entitled to demand
early redemption of the bond at par in Decembef201

Eurasia Capital S.A., Eurasia Structured Finance No.1, &£érasia Credit Card Company S.A. and Eurasia Credit
Card Funding | S.A. are SPEs established by the Group witlptimeary objective of raising finance through the
issuance of debt securities and securitising part of theswoer loan and credit card portfolio. These SPEs are
controlled by the Group through the predetermination ofabivities of SPEs, having rights to obtain the majority
of benefits of the SPEs, and retaining the majority of thédred risks related to the SPEs. The Group decided to
liquidate Eurasia Credit Card Company S.A. and Eurasiai€C@atd Funding | S.A. as a result of the redemption
of the credit card portfolio securitisation.

Dueto banks and other financial institutions

2010 2009

MRUB MRUB

Other unsecured loans 6,073 1,714
Other secured loans 1,023 1,810
Unsecured loans from the CBR - 11,392
Secured loans from the CBR - 1,188
Subordinated loan - 1,064
Other balance 371 45
7,467 17,213

As ail 31 Decembe 201( the Groug pledget financia asset availabl¢ for sale al the amoun of MRUB 231
(Note15) and mortgage loans at the amount of MRUB 931 (N@®eas a collateral for other secured loans
(31 DecembeR009: mortgage loans at the amount of MRUB 2,600).

As at 31 December 2009 the Group pledged financial assetlbleafor sale at the amount of MRUB 3,951
(Notel5) as a collateral for secured loans from the CBR.

Current accounts and deposits from customers

2010 2009
MRUB MRUB
Corporate
Current accounts and demand deposits 53 115
Term deposits 2,091 1,538
2,144 1,653
Retail
Current accounts and demand deposits 7,138 4,904
Term deposits 14,503 7,021
21,641 11,925
23,785 13,578
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Financial liabilities at fair value through profit or loss

Note 2010 2009

MRUB MRUB

Negative fair value of derivative instruments 25 95 142
95 142

Deferred tax asset and liability

The Group’s applicable tax rate for deferred tax is 20% (2@09%6). Temporary differences between the carrying
amounts of assets and liabilities for financial reportinggmses and the amounts used for taxation purposes give
rise to a net deferred tax asset as at 31 December 2010 and P0€8e temporary differences, which have no
expiry dates, are listed below at their tax effdaecumulated values:

Assets Liabilities Net
2010 2009 2010 2009 2010 2009
MRUB MRUB MRUB MRUB MRUB MRUB
Cash and cash equivalents,
placements with banks and other
financial institutions - - 2 @) 2) @)
Loans to customers 177 422 (345) (292) (168) 130
Financial assets available for sale 2 57 - (13) 2 44
Property, equipment and intangible
assets - (418) (377) (418) (377)
Fair value of derivative financial
instruments 19 28 (3) (23) 16 5
Debt securities issued 34 - - - 34 -
Due to banks 69 21 - - 69 21
Settlements with suppliers 129 156 - - 129 156
Current accounts and deposits from
customers - - - 4) - (4)
Other items 481 300 (1) (1) 480 299
Net deferred tax assets 142 272
Other liabilities
2010 2009
MRUB MRUB
Accrued employee compensation 1,293 635
Settlements with suppliers 882 707
Other taxes payable 390 230
Provision for restructuring - 137
Other 16 13
2,581 1,722
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Other liabilities (continued)

Movements in the provision for restructuring aréalews:

2010 2009
MRUB MRUB
Balance at 1 January 137 253
Reversal of provision for restructuring (137)
Amounts related to offices closed - (116)
Balance at 31 December - 137

Financial instruments

The Group has exposure to the following risks fitsuse of financial instruments:
- credit,

- market,

- liquidity,

- operational.

The Boarc of Managemer has overal responsibilit for the establishmel anc oversigh of the risk manageme!
framework. The Board has established the Credit Committektlae Asset Liability Committee (ALCO), which
are responsible for developing and monitoring risk managemolicies in their specified areas. Both committees
report regularly to the Board of Management onrthetivities.

The Group’s risk management policies are established tttifgieand analyse the risks faced by the Group, to set
appropriat risk limits anc controls anc to monitol risks anc adherenc to limits. Risk manageme! policies anc
systems are reviewed regularly to reflect changes in maxdkeditions, products and services offered. The Group,
through its training and management standards and proegdaims to develop a disciplined and constructive
control environment, in which all employees undamsttheir roles and obligations.

Credit risk

Credit risk is the risk of financial loss occurring as a résafl default by a borrower or counterparty on their
obligation to the Group. The majority of the Group’s exp@sto credit risk arises in connection with the provision
of consumer financing to private individual customers, abhis the Group’s principal business. As the Group’s
loan portfolio consists of a large amount of loans with rigy low outstanding amounts, the loan portfolio does
not comprise any significant individual iter

The Group has developed policies and procedures for thegeament of credit exposures, including credit scoring
of customers, guidelines to limit portfolio concentratiand the establishment of a credit department which
actively monitors the Group’s credit risk.

The maximum exposure to credit risk is the carrying amourfinafncial instruments included in the consolidated
statement of financial position and outstandinglitnelated commitments.

Market risk

Market risk is the risk that changes in interest rates oriforexchange rates will affect the Group’s income or the
value of financial instruments. The objective of markek neanagement is to manage and control market risk
exposures within acceptable parameters.
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Financial instruments (continued)

The majority of the Group’s exposure to market risk arisescamnection with the funding of the Group’s
operations with liabilities denominated in foreign curers, and to the extent the interest rate repricing stractur
of interest bearing assets differs from that dfilities.

Overall authority for market risk is vested in ALCO. Markdsk limits are approved by ALCO based on
recommendations of the Risk Department’'s Markek Rianagement Division.

The Group manages its market risk by setting open positmitdiin relation to financial instrument, interest rate
maturity and currency positions and stop-loss limits whigk monitored on a regular basis and reviewed and
approved by ALCO.

In addition, the Group uses a wide range of stress tests telnioe financial impact of a variety of exceptional
market scenarios on individual trading portfolios and threup’s overall position. Stress tests provide an indicatio
of the potential size of losses that could arise in extrem&itions. The stress tests carried out by the Group
include: risk factor stress testing, where stress movesnarg applied to each risk category and ad hoc stress
testing, which includes applying possible stresnésto specific positions.

The management of interest rates risk component of marlsét by monitoring the interest rate gap is
supplemented by monitoring the sensitivity of the Grougsinterest margin to various standard and non-standard
interest rate scenari

Exposure to equity price risk

Equity price risk is the risk that the value of equity instremts will fluctuate as a result of changes in market
prices, whether those changes are caused by factors spectfie individual instrument or factors affecting all
instruments traded in the market. Equity price risk arisé®mwthe Group takes a long or short position in a
financial instrumen

The Group's exposure to equity price risk is insignificasita securities portfolio comprises an insignificant part
of total assets (usually no more than 2%). As at 31 DecemhbHd #8e Group did not have open material positions
in equity securities.

Exposure to interest rate risk

Interes rate risk is measure by the exten to which change in marke interes rate« impac on margin: anc net
interest income. To the extent the term structure of intdyearing assets differs from that of liabilities, net imtsr
income will increase or decrease as a result ofemants in interest rates.

Interest rate risk is managed by increasing or decreasimitigues within limits specified by the Group’s
management. These limits restrict the potential effect of@ments in interest rates on current earnings and on the
value of interest sensitive assets and liabilities.
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24. Financial instruments (continued)

Effectiveinterest ratesand repricing analysis

The following table indicates their effective irgst rates for interest-bearing financial assetdliabiities at the reporting date and the periodehich they reprice.

2010 2009
MRUB Effective Effective
interest Lessthan 3 3to12 Morethan interest Lessthan 3 3to12 Morethan
rate months months 1to2years 2to5years 5years Total rate months months 1to2years 2to5years Syears Total

Interest earning financial assets
RUB interest bearing financial assets
Cash and cash equivalents 2.6% 1,933 - - - - 1,933 5.4% 2,201 - - - - 2,201
Loans to customers

Loans to corporations 15.0% - - 5 - - 5 18.0% 12 - R R - 12

Loans to individuals 39.7% 22,265 35,155 10,233 3,473 793 71,919 45.7% 15,691 24,171 10,737 1,126 2,441 54,166
Financial assets available for
sale 9.8% 360 5,481 - - - 5,841 14.7% - 8,388 - - - 8,388
USD interest bearing financial assets
Cash and cash equivalents 1.6% 2,909 - - - - 2,909 1.4% 4,156 - - - - 4,156
Placements with banks and other
financial institutions 6.6% 1,527 2,548 - - - 4,075 - - - R R - R
Loans to customers -

Loans to corporations - - - - - - - 16.2% 363 - - R - 363

Loans to individuals 11.3% 178 448 508 1,109 1,108 3,351 12.3% 65 117 148 395 3,663 4,388
Financial assets available for
sale - - - - - - - 8.8% 345 4,314 - - - 4,659
EUR interest bearing financial assets
Cash and cash equivalents 1.3% 13 - - - - 13 - - - - - - -
Financial assets available for
sale - - - - - - - 7.0% - 284 - - - 284
CZK interest bearing financial assets
Cash and cash equivalents 0.1% 4 - - - - 4 0.9% 171 - - - - 171
Financial assets available for
sale - - - - - - - 10.3% - 2,185 - - - 2,185
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24. Financial instruments (continued)

Effectiveinterest ratesand repricing analysis

2010 2009
MRUB Effective Effective
interest Lessthan 3 3to12 Morethan interest Lessthan 3 3to12 Morethan

rate months months 1to2years 2to5years 5years Total rate months months 1to2years 2to5years Syears Total
Interest bearing financial liabilities
RUB interest bearing financial liability
Debt securities issued 8.5% 199 7,010 9,959 - - 17,168 15.3% 3,180 14,825 - - - 18,005
Due to banks and oth
financial institutions 7.2% 3,147 3,052 844 - - 7,043 12.0% 12,552 2,590 - - - 15,142
Current accounts and depos
from customers 10.3% 5,395 10,371 316 - - 16,082 14.6% 1,349 6,956 - - - 8,305
USD interest bearing financial liability
Debt securities issued 11.8% 440 16,544 - - - 16,984 12.2% 453 11,158 7,372 - - 18,983
Due to banks and oth
financial institutions - - - - - - - 10.7% 1,064 958 - - - 2,022
Current accounts and depos
from customers 5.3% 117 67 - - - 184 6.0% 12 80 - - - 92
EUR interest bearing financial liability
Due to banks and oth
financial institutions 3.3% - - - - 53 53 - - - - - - -
Current accounts and depos
from customers 5.4% 156 172 - - - 328 6.1% 20 142 - - - 162
CZK interest bearing financial liabili
Due to banks and oth
financial institutions - - - - - - - 1.1% 4 - - - - 4
Net position as at 31 December
in RUB 15,817 20,203 (881) 3,473 793 39,405 823 8,188 10,737 1,126 2,441 23,315
in USD 4,057 (13,615) 508 1,109 1,108 (6,833) 3,400 (7,765) (7,224) 395 3,663 (7,531)
in EUR (143) 172) - - (53) (368) (20) 142 - - - 122
in CZK 4 - - - - 4 167 2,185 - - - 2,352
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Financial instruments (continued)

Effectiveinterest rates sensitivity analysis

An analysi: of sensitivity of the Group’s ner profit anc equity to change in marke interes rate: basei on a
simplified scenario of a 1% symmetrical fall or rise in aleld curves and positions of interest bearing assets
and liabilities existing as at 31 December 2010 20@0 is as follows:

2010 2009
Total effect Total effect
on net profit/ on net profit/
equity equity
MRUB MRUB
RUB
+ 1% rate increa: 171 90
- 1% rate decrea 171) (90)
usb
+ 1% rate increa: (35) (7)
- 1% rate decrea 35 7
EUR
+ 1% rate increa: - 1
- 1% rate decrea - 1

An analysi: of sensitivity of equity a< a resul of change in the fair value of financia asset available¢ for sale
due to changes in the interest rates based on positionsngxess$ at 31 December 2010 and 2009 and a
simplified scenario of a 1% symmetrical fall oreri: all yield curves is as follows:

2010 2009

Total effect Total effect

on equity on equity

MRUB MRUB

+ 1% rate increase 44 101
- 1% rate decrease (47) (106)
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The Group has assets and liabilities denominated in sef@efn currencies. Foreign currency risk arises when tiieah or forecast assets in a foreign currency are eithextgrer less than the

liabilities in that currency.

Foreign exchange rate risk mainly arises due to the fundinigeoGroup operations with liabilities denominated in fgrecurrencies. Derivative financial instruments are usgdhe Group to hedge
the mismatches in the foreign currency structurasskts and liabilities.

2010 2009

MRUB Other

usbh EUR RUB currencies Total usb EUR RUB Total
Assets
Cash and cash equivalents 1,986 51 5,374 5 7,416 7,647 110 5,395 13,330
Placements with banks and other financial
institutions 4,076 - 238 - 4,314 - - 109 109
Loans to customers 3,350 - 71,925 - 75,275 4,751 - 54,178 58,929
Financial assets at fair value through profit or
loss - - 14 - 14 - - 182 182
Financial assets available for sale - - 5,841 - 5,841 4,659 284 8,388 15,516
Property, equipment and intangible assets - - 6,653 - 6,653 - - 6,993 6,993
Investment in associate - - 63 - 63 - - 25 25
Deferred tax asset - - 142 - 142 - - 272 272
Current income tax receivable - - 205 - 205 - - 226 226
Other assets - - 934 242 1,176 17 6 754 894
Total assets 9,412 51 91,389 247 101,099 17,074 400 76,522 96,476
Liabilities
Debt securities issued 16,984 - 17,168 34,152 18,983 - 18,005 36,988
Due to banks and other financial institutions 11 52 7,404 - 7,467 2,024 - 15,185 17,213
Current accounts and deposits from customers 250 337 23,198 23,785 141 164 13,273 13,578
Financial liabilities at fair value through profit
or loss - - 95 - 95 - - 142 142
Other liabilities - 19 2,504 58 2,581 - 34 1,646 1,722
Total liabilities 17,245 408 50,369 58 68,080 21,148 198 48,251 69,643
Effect of foreign currency derivatives 7,513 351 (7,855) (9) - 4,487 (284) (1,887) -
Net position as of 31 December (320) (6) 33,165 180 33,019 413 (82) 26,384 26,833
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Financial instruments (continued)
Foreign currency risk sensitivity analysis

An analysi: of sensitivity of the Group’s ne1 profit anc equity to chang in the currenc' exchang rate: baser on
positions existing as at 31 December 2010 and 2009 and aii@d@cenario of a 5% change in USD and EUR
to Russian Rouble exchange rates is as follows:

2010 2009
Total effect  Total effect
on net profit/ on net profit/

equity equity

MRUB MRUB

Effect of 5% RUB depreciation against USD (13) 16
Effect of 5% RUB appreciation against USD 13 (16)
Effect of 5% RUB depreciation against EUR - 3)
- 3

Effect of 5% RUB appreciation against EUR
Liquidity risk

Liquidity risk is the risk that the Group will encounter ddfilty in meeting obligations from its financial
liabilities. The Group's approach to managing liquiditydsensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, undeoth normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Gsaeputatior

The Financial Markets department collects informatiomfrather departments regarding the liquidity profile of
their financial assets and liabilities and details of otpesjected cash flows arising from projected future
business. A portfolio of short-term liquid assets is madired to ensure sufficient liquidity. The daily liquidity
position is monitored and regular liquidity stress testisgeonducted under a variety of scenarios covering
different market conditions. Liquidity position geations are subject to regular review and apprbyahLCO.
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24. Financial instruments (continued)
(c) Liquidity risk

The following table shows assets and liabilities by remragréontractual undiscounted cash flows. Such undiscowasid flows differ from the amount included in the consokdistatement of financial position because
the statement of financial position amount is basediscounted cash flows.

2010 2009

MRUB Lessthan 1 1to3 3 monthsto Morethan 5 Lessthan 1 1to3 3 monthsto Morethan 5

month months lyear 1lto5years years Nomaturity Total month months lyear 1lto5years years Nomaturity Total
Assets
Cash and cash equivalents 7,418 - - - - - 7,418 13,336 - - - - - 13,336
Placements with banks and
other financial institutions - 1,591 2,625 - - 188 4,404 - - - - - 109 109
Loans to customers 6,512 17,268 45,120 31,534 4,674 - 105,108 8,686 14,118 32,223 19,213 11,511 - 85,751
Financial assets at fair value
through profit or loss - 14 - - - - 14 42 - 140 - - - 182
Financial assets available for
sale 5 30 6,358 - - - 6,393 12 435 16,838 - - - 17,285
Property, equipment and
intangible assets - - - - - 6,653 6,653 - - - - - 6,993 6,993
Investment in associate - - - - - 63 63 - - - - - 25 25
Deferred tax asset - - - - - 142 142 - - - - - 272 272
Current income tax receivable - - 205 - - - 205 - - 226 - - - 226
Other assets 502 - 650 - - 24 1,176 358 - 535 - - - 893
Total assets 14,437 18,903 54,958 31,534 4,674 7,070 131,576 22,434 14,553 49,962 19,213 11,511 7,399 125,072
Liabilities
Debt securities issu 247 66€ 25,49¢ 10,61 - - 37,02( 252 3,851 28,46: 7,771 - - 40,34:
Due to banks and other
financial institutions 2,385 1,157 3,180 926 78 - 7,726 10,681 3,101 3,899 - - - 17,681
Current accounts and deposits
from customers 8,532 4,756 11,658 348 - - 25,294 5,501 924 7,747 - - - 14,172
Financial liabilities at fair
value through profit or loss 76 19 - - - - 95 2 - 140 - - - 142
Other liabilities 1,288 1,293 - - - - 2,581 1,494 230 - - - - 1,724
Total liabilities 12,528 7,891 40,334 11,885 78 - 72,716 17,931 8,106 40,248 7,777 - - 74,062
Irrevocable credit related
commitments 1,380 - - 3 - - 1,383 1,984 5 110 0 - - 2,099
Net position 529 11,012 14,624 19,646 4,596 7,070 57,477 2,519 6,442 9,604 11,436 11,511 7,399 48,911
Cumulative net position 529 11,541 26,165 45,811 50,407 57,477 57,477 2,519 8,961 18,565 30,001 41,512 48,911 48,911
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Financial instruments (continued)

Operational risk

Operational risk is the risk of direct or indirect loss armgifrom a wide variety of causes associated with the

Group’s processes, personnel, technology and infrastreicand from external factors other than credit, market and
liquidity risks such as those arising from legal and regulatrequirements and generally accepted standards of
corporate behavior. Operational risks arise fronofathe Group’s operations and are faced by aihess entities.

The Group’s objective is to manage operational risk so asl@rze the avoidance of financial losses and damage to
the Group’s reputation with overall cost effectiveness &ma@void control procedures that restrict initiative and
creativity.

The primary responsibilit for the developmer anc implementatio of controls to addres operatione risk is
assigned to senior management of the Group. This respbiysibisupported by the development of standards for
the management of operational risk in the followémgas:

« requirements for appropriate segregation of gutiecluding the independent authorization of teatisns,
« requirements for the reconciliation and monitgrof transactions,

» compliance with regulatory and other legal reguients,

« documentation of controls and procedures,

« requirements for the periodic assessment of tipeed risks faced, and the adequacy of controtsEocedures t
address the risks identified,

« requirements for the reporting of operationaséssand proposed remedial action,

« development of contingency plans,

« training and professional development,

« ethical and business standards,

« risk mitigation, including insurance where ttgsefffective.

Fair value of financial instruments

The fair values of the following financial instruments @ifffrom their carrying amounts shown in the consolidated
statement of financial position as follows:

Carrying Carrying
amount Fair value amount Fair value
2010 2010 2009 2009
Note MRUB MRUB MRUB MRUB
Debt securities issued 18 (34,152) (34,942) (36,988) (37,388)

The Group's estimates of fair values of its other financéaleds and liabilities are not materially different fromithe
carrying values.

The fair value of debt securities issued is deteeahiby reference to the open market prices ategperting date.
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24. Financial instruments (continued)
The following table shows an analysis of financial instruntserecorded at fair value, between those whose fair

value is based on quoted market prices (level 1) or caladilasing valuation techniques where all the model inputs
are observable in the market (level 2) as at 3lebwer 2010:

Level 1 Level 2 Total
MRUB MRUB MRUB
Assets

Financial assets at fair value through profit @slo - 14 14
Financial assets available for sale 5,691 - 5,691
5,691 14 5,705

Liabilities
Financial liabilities at fair value through prof€it loss - 95 95
- 95 95

The following table shows an analysis of financial instrumtserecorded at fair value, between those whose fair
value is based on quoted market prices or calculated usihmti@n techniques where all the model inputs are
observable in the market as at 31 December 2009:

Level 1 Level 2 Total
MRUB MRUB MRUB
Assets
Financial assets at fair value through profit @slo - 182 182
Financial assets available for sale 15,376 - 15,376
15,376 182 15,558
Liabilities
Financial liabilities at fair value through prof€it loss - 142 142
- 142 142
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25. Derivative financial instruments

26.

As at 31 December 2010 the following derivativetcacts were outstanding:

Contract type Maturity

Foreign currency forward 1 to 3 month

contracts

Foreign currency swap contracts less than 1 mon
1 to 3 month

Sell/Buy

RUB/USD

RUB/USD
USD/EUR
EUR/RUB
CZK/RUB
RUB/USD
USD/CZK

As at 31 December 2009 the following derivativetcacts were outstanding:

Contract type Maturity

Foreign currency swap contracts less than 1 mon

3 months to 1 ye:

Commitments

Credit related commitments

Sell/Buy

RUB/USD
EUR/USD
CZK/USD
RUB/USD
USD/RUB

Home Credit and Finance Bank
Notes to the Consolidated Financial Statements
for the year ended 31 December 2010

Notional amount
(in RUB
equivalent)
MRUB

305

5,791
452
101
479

2,339
469

Notional amount
(in RUB
equivalent)
MRUB

907
284
2,316
2,803
1,824

Fair value
MRUB

(68)
®)

(14)

(81)

Fair value
MRUB

4
2
34
(126)
126

40

The Group has outstanding commitments to extend credits@lsemmitments take the form of approved credit
limits related to customer's credit card accoumpproved overdraft facilities and approved consuoears.

Credit card commitments
Consumer loan commitments
Undrawn overdraft facilities

2010 2009
MRUB MRUB
12,707 11,984
1,380 1,288
3 811
14,090 14,083

The total outstanding contractual commitments to exteeditindicated above represent future cash requirements,
though some of these commitments may expire oritete without being funded.
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27. Operating leases

28.

The Group leases a number of premises and equipment undeatiogeleases. Lease payments are usually
increased annually to reflect market rentals. Nafithe leases includes contingent rentals.

Non-cancellable operating lease rentals are payablellows:

2010 2009

MRUB MRUB

Less than one year 592 702
Between one and five years 883 1,630
More than five years 19 -
1,494 2,332

The decrease in the amount of lease payments vessikh of renegotiation of contracts with lessors.

During the year MRUB 568 (2009: MRUB 671) was recognised agxpense in the consolidated statement of
comprehensive income in respect of operating le@éet 9).

Contingencies

Taxation contingencies

The taxation system in the Russian Federation is relatimely and is characterised by frequent changes in
legislation, official pronouncements and court decisjorkich are often unclear, contradictory and subject to
varying interpretation by different tax authorities. Taxare subject to review and investigation by a number of
authorities, which have the authority to impose severesfipenalties and interest charges. A tax year remains open
for review by the tax authorities during the three subsetjoalendar years; however, under certain circumstances a
tax year may remain open longer. Recent events within theiRu$-ederation suggest that the tax authorities are
taking a more assertive position in their intergtien and enforcement of tax legislation.

These circumstances may create tax risks in the Russianmdmaethat are substantially more significant than in
other countries. Management believes that it has providedaately for tax liabilities based on its interpretatiofs
applicable Russian tax legislation, official pronouncetseand court decisions. However, the interpretations ®f th
relevant authorities could differ and the effect on thesesotidated financial statements, if the authorities were
successful in enforcing their interpretations, ddug significant.
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29. Related party transactions

(a8 Transactionswith the parent

Amounts includec in the consolidate statemer of comprehensivincome in relatior to transaction with the paren
are as follows:

2010 2009
MRUB MRUB
Interest income 102 109
Interest expense (12) (194)
Loss from foreign exchange revaluation of finaneisdets and
liabilities (193) (213)
General administrative expenses (80) (89)
(183) (387)
Amounts included in the consolidated statement of findrmdaition in relation to transactions with the parent are
as follows:
Note 2010 2009
MRUB MRUB
Financial assets available for sale 15 - 2,185
Other liabilities (19) (34)
Due to banks and other financial institutions - (1,064)
Revaluation reserve for financial assets availédnsale - 11
(19) 1,098

As at 31 December 2009 the effective interestoaténancial assets available for sale shown abwma®10.3%.

As al 31 Decembe 200¢ the amount due to bank: showr above includec a subordinate loar al ar effective
interest rate of 6.0%.
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29. Related party transactions (continued)

(b) Transactionswith entities controlled by the ultimate controlling entity

Amounts included in the consolidated statement of comprgille income in relation to transactions with entities
controlled by the ultimate controlling entity arefallows:

2010 2009
MRUB MRUB
Interest income 146 46
Interest expense (87) (110)
Fee and commission income 5 18
Fee and commission expense D) -
Gain from foreign exchange revaluation of finaneissets and
liabilities 4 20
Net gain on spot transactions and derivatives 97 716
General administrative expenses (526) (580)
(362) 110

Amounts included in the consolidated statement of findnpisition in relation to transactions with entities
controlled by the ultimate controlling entity arefallows:

2010 2009
MRUB MRUB

Placements with banks and other financial instindi 1,024 -
Cash and cash equivalents 267 545
Loans to customers 183 233
Property, equipment and intangible assets 71 -
Financial assets at fair value through profit @slo 10 -
Other assets 199 115
Debt securities issu (1,038 (160;
Due to banks and other financial institutions (24) (8)
Other liabilities (91) (64)

601 661

As al 31 Decembe 201( placement with bank: anc othel financia institutions showr above includec terr deposi
in the amount of MRURL,024 at the effective interest rate of 4.67% with the matuof 3 months
(31 DecembeR009: nil).

As at 31 Decembe 201( loans to customer showr above includec loar originatior agen fee¢ paic totalling
MRUB 183 which form an integral part of loans to customers and aréde amortised within 17 months
(31 Decembef009: MRUB 21).

As at 31 December 2009 loans to customers shown above intllod@s to corporations of MRUB 212 at the
effective interest rate of 17.0% with the matuafyone month.

The effective interest rate on debt securities issued staivwe was 8.8% and the maturity was six months to two
years as at 31 December 2010 [Ricembel009: 12.4% and three months to one year respggtive

As at 31 December 2009 amounts due to banks and other finamgtigutions shown above included term deposits
in the amount of MRUB 4 at the effective interest rate of 1.1%hwhe maturity of one month. The remaining part
comprised loro accounts.
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Related party transactions (continued)

(¢) Transactionswith members of key management

30.

31.

Amounts included in the consolidated statement of comprgilie income in relation to transactions with members
of key management (members of the Council and the Board ofalglement) of MRUB 537 (2009: MRURBS50)
represent compensation for the year.

Capital management

The Group’s lead regulator, the Central Bank of Russia, @etsmonitors capital requirements for both the Bank
and the Group as a whole.

In implementing current capital requirements the CBR rezpithe Group to maintain the ratio of total capital to
total risk-weighted assets at or above the minimum level @1 The ratio is calculated based on financial
statements prepared in accordance with Russian Bankinguiiting Standards ("RBAS") and the risk weighting is
determined in accordance with the CBR’s credit raios specific for individual classes of assets.

The Groug alsc operate its capita adequac in complianct with the methodolog se oul by the Bank of
International Settlements, using the definition of cdpgtdopted by the CBR. Tier | capital is represented by the
Group's equity, Tier Il capital is represented by subor@iddoans, up to the limit of 50% of Tier | capital as
presented in these financial statements. In connectidntivit USD denominated loan participation notes described
in Note 18 the Group is committed to maintain its Tier | cap#tdequacy ratio at or above the minimum level of
15%.

During the reporting period the Group was fullycompliance with the capital regulations describledva.

2010 2009

MRUB MRUB

Risk weighted assets 98,523 76,140
Tier | capita 33,01¢ 26,83:
Tier Il capital - 881
Total capital 33,019 27,713
Tier | ratio 33.5% 35.2%
Capital Adequacy Ratio 33.5% 36.4%

Segment analysis

The Group’s Executive Committe« (the "Committee” is the chief operatin( decisior maker The Committet
reviews internal reporting on a regular basis to assessieahce of individual segments and to allocate resources
accordingly.

The Committee monitors performance mainly from a producspective with major reportable segments being
consumer loans, cash loans and credit card loans. Otheres¢gromprising mortgage loans, car loans, loans to
corporations and treasury operations are less signifiaadt thus are not reported separately in these financial
statements.

Revenues of reportable segments consist of interest ariddeme including inter-segment revenues resulting from
allocation of financing raised by treasury function to mmagegments. Performance of individual segments is
assessed by the Commitee based on segment profit or lossoAdiBation of the total of the segment’s profit to the
profit before tax is provided below.
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31. Segment analysis (continued)

Total segment assets mainly consist of loan portfolio atel@st earning financial assets accumulated as a result of
treasury operations. A reconciliation of the tatbthe segment’s assets to Group’s total ass@t®isded below.

Consumer Credit card Cash Other
loans loans loans segments Total

MRUB MRUB MRUB MRUB MRUB
Year ended
31 December 2010
External interest income 12,277 4,986 5,483 2,602 25,348
Fee and commission income 3,811 1,254 1,836 111 7,012
Inter segment revenue - - - 4,281 4,281
Total revenues 16,088 6,240 7,319 6,994 36,641
External interest expense - - - (6,234) (6,234)
Inter segment interest expense (2,319) (1,045) (894) - (4,258)
Inter segment other operating expense,
net (12) (6) (5) - (23)
Fee and commission expense - (166) - (18) (184)
Other operating expense, net (2,071) - - 247 (1,824)
Impairment losses (1,953) (672) (497) (445) (3,567)
Total expenses (6,355) (1,889) (1,396) (6,450) (16,090)
Segment pr ofit 9,733 4,351 5,923 544 20,551
Year ended
31 December 2009
External interest income 11,407 7,611 5,511 4,049 28,5578
Fee and commission income 3,485 1,840 867 97 6,289
Inter segment reven - - - 6,98 6,987
Total revenues 14,892 9,451 6,378 11,133 41,854
External interest expense (385) (315) - (9,432) (10,132)
Inter segment interest expense (2,753) (2,067) (1,208) - (6,028)
Inter segment other operating expense,
net (438) (329) (192) - (959)
Fee and commission expense - (276) - (20) (296)
Other operating expense, net - - - (653) (653)
Impairment losses (2,660) (3,194) (2,398) (621) (8,873)
Total expenses (6,236) (6,181) (3,798) (10,726) (26,941)
Segment pr ofit 8,656 3,270 2,580 407 14,913
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31. Segment analysis (continued)

Segment assets

Consumer Credit card Cash Other
MRUB loans loans loans segments Total
Carrying amount ¢
31 December 2010 40,355 10,467 17,293 20,253 88,368
Carrying amount ¢
31 December 2009 25,919 15,186 8,393 32,494 81,992

A reconciliation of segment profit to total profiefore tax is provided as follows:

2010 2009
MRUB MRUB
Segment profit for reportable segments 20,551 14,913
Unallocated fee income 673 608
Unallocated fee expense (171) (117)
Unallocated other operating income 86 68
General administrative expenses (9,281) (8,911)
Profit before tax 11,858 6,561
Reportable segments' assets are reconciled tcagstats as follows:
2010 2009
MRUB MRUB
Total segment assets 88,368 81,992
Cash and cash equivalents (excluded from Other eeigin 4,492 6,074
Property, equipment and intangible as 6,65% 6,99:
Investment in subsidiaries and associates 63 25
Income tax asset 347 498
Other assets 1,176 894
Total assets 101,099 96,476
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