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Independent auditors’ report

To the Shareholders and Board of Directors of Banking Group “National Factoring Company" -

We have audited the accompanying consolidated financial statements of Banking Group “National
Factoring Company", which comprise the consolidated balance sheet as at 31 December 2008, and
the consolidated income statement, consolidated statement of changes in equity and consolidated
cash flow statement for the year then ended, and a summary of significant accounting policies and
other explanatory notes.

Management's Responsibility for the Financial Statements

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

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 financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the 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 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 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 Banking Group “National Factoring Company” as at 31 December 2008, and its
financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

£=rnst- & %cg Vhesl'qwg%

June 4, 2009

20 ycneLuHbIX neT B Poccuu
B uctopuu Hawei komnarum 2009 rog —
rOA ABAALATUNETUA NPAKTUKM K IPHCT 3HA AHM» B Poccuu.

20 great years in Russia
Ernst & Young's milestone in 2009 is our 20-th anniversary in Russia.
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“National Factoring Company” Banking Group Consolidated Financial Statements
CONSOLIDATED BALANCE SHEET

As of 31 December 2008
(Thousands of Russian Rubles)
Notes 2008 2007

Assets
Cash and cash equivalents 5 1,792,532 2,160,255
Trading securities 6 156,405 20,638
Amounts due from credit institutions 7 525,974 886,031
Factoring advances and loans 8 6,307,462 7,051,356
Current income tax asset 9 21,598 -
Deferred income tax asset 9 21,155 994
Other assets 10 147,923 182,835
Total assets 8,973,049 10,302,109
Liabilities
Amounts due to Central Bank 11 1,526,799 -
Amounts due to credit institutions 12 2,423,384 6,152,923
Debt securities issued 13 2,323,031 1,547,524
Seutlements with clients on factoring 103,569 114,918
Current income tax liability 1,222 18,270
Other liabilities 10 95,999 41,265
Total liabilities 6,474,004 7,874,900
Equity 14
Share capital 1,456,000 1,456,000
Retained earnings 1,043,045 971,209
Total equity 2,499,045 2,427,009

8,973,049 10,302,109

Total equity and liabilities

Signed and authorised for release on behalf of the Management Board of the Bank

Roman V. Ogonkov N

W "Hauug,

Chief Accountant

»
o

Dmitry V. Baryshnikov

50
o
&

June 4, 2009

The accormpanying notes on pages 5 to 33 are an integral part of these consolidated finandial statements,
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“National Factoring Company” Banking Group

Consolidated Financial Statements

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2008

(Thousands of Russian Rubles)

Notes 2008 2007
Interest income
Factoring advances 16 1,612,310 1,356,345
Due from credit institutions 122,552 62,896
Loans 29,885 22,027
Trading securities 3,333 1,282
1,768,080 1,442,550
Interest expense
Amounts due to credit institutions (432,438) (381,272)
Debt securities issued (271,902) (93,663)
Deposits (1,801) (35)
Other (14,877) -
(721,018) (474,970)
Net interest income 1,047,062 967,580
Allowance for loan impairment 8 (302,939) (74,801)
Net interest income after allowance for loan impairment 744,123 892,779
Net fee and commission expense 17 (13,716) (3,641)
Net losses from trading securities (17,697) (76)
Net gains/(losses) from foreign currencies:
- dealing (22,184) (32,104)
- translation differences 4,330 28,875
Other income 17 12,288 674
Non-interest income (expense) (36,979) (6,272)
Personnel expenses 18 (373,622) (286,454)
Administrative and operating expenses 18 (200,089) (179,272)
Depreciaton (4,807) (3,373)
Non-interest expense (578,518) (469,099)
Profit before income tax expense 128,626 417,408
Income tax expense 9 (56,790) (116,260)
71,836 301,148

Profit for the year

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements.
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“National Factoring Company” Banking Group

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2008

(Thousands of Russian Rubles)

Notes Share capital Retained eamnings Total
31 December 2006 1,456,000 670,061 2,126,061
Net income - 301,148 301,148
31 December 2007 1,456,000 971,209 2,427,209
Net income - 71,836 71,836
31 December 2008 1,456,000 1,043,045 2,499,045

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements.
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“National Factoring Company” Banking Group

Consolidated Financial Statements

CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2008

(Thousands of Russian Rubles)

Notes 2008 2007

Cash flows from operating activities
Interest, fees and commissions received 1,745,941 1,422,146
Interest, fees and commissions paid (702,059) (464,186)
Realised losses less gain from dealing in foreign currencies (20,454) (57,010)
Gains less losses from trading securities 375 -
Other income received 12,288 674
Personnel expenses paid (322,775) (260,982)
Other operating expenses paid (200,161) (179,258)
Cash flows from operating activities before changes in

operating assets and liabilities 513,155 461,384
Net (increase)/ decrease in operating assets

Amounts due from credit institutions 558,262 (689,959)

Factoring advances and loans 476,374 (1,152,234)

Trading securities (151,898) -

Other assets (8,629) (131,588)
Net increase / (decrease) in operating liabilities

Amounts due to Central Bank 1,520,000 -

Amounts due to credit institutions (3,955,131) 2,574,817

Settlements with clients on factoring (23,759) 6,934

Time deposits of clients (500) 500

Other liabilities 38,627 11,529
Net cash flows (used in)/from operating activities before
income tax (1,033,499) 1,081,383
Income tax paid (115,597) (100,642)
Net cash (used in)/from operating activities (1,149,096) 980,741
Cash flows from investing activities
Purchase of property and equipment (6,376) (6,420)
Proceeds from sale of property and equipment 383 3,602
Net cash used in investing activities (5,993) (2,818)
Cash flows from financing activities
Proceeds from bonds issued 2,311,000 -
Proceeds from credit linked notes issued - 800,000
Redemption of bonds issued (741,148) (266,738)
Redemption of credit linked notes (800,000) -
Net cash from financing activities 769,852 533,262
Effect of exchange rates changes on cash and cash equivalents 17,514 (5,839)
Net increase/(decrease) in cash and cash equivalents (367,723) 1,505,346
Cash and cash equivalents, beginning 2,160,255 654,909
Cash and cash equivalents, ending 5 1,792,532 2,160,255

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements.
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Principal activities

Bank “National Factoring Company” (Closed Joint Stock Company) (the “Bank”) is the parent company in the
Group. It was formed in 2003 as a limited liability company under the laws of the Russian Federation. The Bank operates
under a banking license issued by the Central Bank of Russia (“CBR”) in December 2006. On December 21, 2006 the
Bank registered with the CBR the change in its legal form from limited liability company to closed joint stock company
(CJSC).

The Bank's core operations are factoring services, including financing transactions against cash cession and other
transactions with trade receivables of business entities in the Russian Federation and abroad. The Bank acts as a factor for
Russian and foreign legal entities and as an import factor for foreign factoring companies. The Bank is a member of
Factors Chain International (FCI), International Factors Group (IFG) — special professional associations of the global
factoring market, as well as EEFA (East European Factoring Association) and Association of Factoring Companies. The
Bank is one of the leaders in the Russian factoring market.

As of December 31, 2008 the following shareholders owned the outstanding shares:

2008 2007
Shareholder % %
Salerna LLC 50 50
Centerryboproduct LLC 50 50
Total 100.0 100.0

The Group is ultimately controlled by Mr Nickolai Tsvetkov.

The Bank’s main office is located in Moscow and it has 23 operating outlets in the Russian Federation. The Bank’s
registered legal address is 14 Kozhevnicheskaya Street, Moscow, Russia, 115114. The Bank had an average of
388 employees during 2008 (2007 — 313) and 429 employees as of December 31, 2008 (2007 - 371).

100% owned by the Bank subsidiary company “NFC-Premium” was formed as a limited liability company under the laws
of the Russian Federation on December 20, 2007. The company’s principal activity is factoring. The company is a
subsidiary of the Bank and was consolidated in these financial statements.

Basis of preparation

General

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”).

The Group is required to maintain its records and prepare its financial statements for regulatory purposes in Russian
Rubles in accordance with Russian accounting and banking legislation and related instructions (“RAL”). These
consolidated financial statements are based on the Group’s RAL books and records, as adjusted and reclassified in order to
comply with IFRS. The reconciliation between RAL and IFRS is presented later in this note.

The consolidated financial statements have been prepared under the historical cost convention except as disclosed in the
accounting policies below. For example, trading and available-for-sale securities, derivative financial instruments have been

measured at fair value.

These consolidated financial statements are presented in thousands of Russian Rubles (“RUB”) unless otherwise indicated.
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(Thousands of Russian Rables)

Basis of preparation (continued)

Reconciliation of RAL and IFRS equity and profit for the year

Equity and profit for the year are reconciled between RAL and IFRS as follows:

2008 2007
Profit for the Profit for the
Equity year Equity year

Russian Accounting Legislation (combined) 2,342,936 180,926 2,162,011 272,174
Effect of consolidation of subsidiaries 1,022 1,022 - -
Capitalisation of distribution from funds 152,700 - 152,700 -
Effect of accrued interest (18,661) (116,337) 97,674 5,979
Impairment of financial assets 89,232 38,518 50,713 29,108
Accrual of additional compensation benefit (71,205) (32,724) (38,481) (25,472)
Fair value re-measurement of securities (18,072) (18,072) - -
Fair value re-measurement of derivatives - - 1,730 24,906
Deferred tax 21,155 20,161 994 (5,665)
Other (62) (1,658) (132) 118

2,499,045 71,836 2,427,209 301,148

International Financial Reporting Standards

Summary of accounting policies

Changes in accounting policies

The Group has adopted the following amended IFRS and new IFRIC Interpretations during the year. The principal effects
of these changes are as follows:

Reclassification of Financial Assets — Amendments to LAS 39 “Financial instraments: Recognition and measurement” and IFRS 7
“Financial instraments: Disclosures”

Amendments to IAS 39 and IFRS 7 were issued on 13 October 2008 and allow reclassification of non-derivative financial
assets out of the held for trading category in particular circumstances. The amendments also allow transfer of certain
financial assets from the available for sale category to loans and receivables category. The effective date of those
amendments is 1 July 2008. Any reclassification made in periods beginning on or after 1 November 2008 shall take effect
only from the date when the reclassification is made. The Group did not reclassify any financial assets from held for
trading or available for sale categories and hence these amendments did not have any impact on the financial position or
performance of the Group.

Subsidiaries

Subsidiaries, which are those entities in which the Group has an interest of more than one half of the voting rights, or
otherwise has power to exercise control over their operations, are consolidated. Subsidiaries are consolidated from the date
on which control is transferred to the Group and are no longer consolidated from the date that control ceases. All intra-
group transactions, balances and unrealised gains on transactions between group companies are eliminated in full;
unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Where necessary, accounting policies for subsidiaries have been changed to ensure consistency with the policies adopted
by the Group.

Acquisition of subsidiaries

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of any minority interest.

The excess of purchase consideration over the Group’s share in the net fair value of the identifiable assets, liabilities and
contingent liabilities is recorded as goodwill. If the cost of the acquisition is less than the Group’s share in the net fair
value of the identifiable assets, liabilities and contingent liabilities of the subsidiary acquired the difference is recognised
directly in the consolidated income statement.

6
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Subsidiary (continued)

Minority interest is the interest in subsidiaries not held by the Group. Minority interest at the balance sheet date represents
the minority shareholders' share in the net fair value of the identifiable assets, liabilities and contingent liabilities of the
subsidiary at the acquisition date and the minorities' share in movements in equity since the acquisition date. Minority
interest is presented within equity.

Losses allocated to minority interest do not exceed the minority interest in the equity of the subsidiary unless there is a
binding obligation of the minority to fund the losses. All such losses are allocated to the Group.

Increases in onnership interests in subsidiaries

The differences between the carrying values of net assets attributable to interests in subsidiaries acquired and the
consideration given for such increases are charged or credited to retained earnings.

Acguisition of subsidiaries from parties under common control
Acquisitions of subsidiaries from parties under common control are accounted for using the uniting of interests method.

The assets and liabilities of the subsidiary transferred under common control are recorded in these consolidated financial
statements at the carrying amounts of the transferring entity (the Predecessor) at the date of the transfer. Related goodwill
inherent in the Predecessor's original acquisition is also recorded in these consolidated financial statements. Any difference
between the total book value of net assets, including the Predecessor's goodwill, and the consideration paid is accounted
for in these consolidated financial statements as an adjustment to the shareholders' equity.

These consolidated financial statements, including corresponding figures, are presented as if the subsidiary had been
acquired by the Group on the date it was originally acquired by the Predecessor.

Financial assets
Initial recognition

Financial assets in the scope of IAS 39 are classified as either financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate. When financial assets are
recognised initially, they are measured at fair value, plus, in the case of investments not at fair value through profit or loss,
directly attributable transaction costs. The Group determines the classification of its financial assets upon initial
recognition, and subsequently can reclassify financial assets in certain cases as described below.

Date of recognition

All regular way purchases and sales of financial assets are recognised on the trade date ie. the date that the Group commits
to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in the marketplace.

Day 1’ profit

Where the transaction price in a non-active market is different to the fair value from other observable current market
transactions in the same instrument or based on a valuation technique whose variables include only data from observable
markets, the Group immediately recognises the difference between the transaction price and fair value (a ‘Day 1’ profit) in
the consolidated income statement. In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognised in the consolidated income statement when the inputs become
observable, or when the instrument is derecognised.
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)
Financial assets (continued)
Financial assets at fair value throngh profit or loss

Financial assets classified as held for trading are included in the category “financial assets at fair value through profit or
loss”. Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term.
Derivatives are also classified as held for trading unless they are designated and effective hedging instruments. Gains or
losses on financial assets held for trading are recognised in the consolidated income statement.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
when the Group has the positive intention and ability to hold them to maturity. Investments intended to be held for an
undefined period are not included in this classification. Held-to-maturity investments are subsequently measured at
amortised cost. Gains and losses are recognised in the consolidated income statement when the investments are impaired,
as well as through the amortisation process.

Factoring advances, loans and receivables

Factoring advances, loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are not entered into with the intention of immediate or short-term resale and are not
classified as trading securities or designated as investment securities available-for-sale. Such assets are carried at amortised
cost using the effective interest method. Gains and losses are recognised in the consolidated income statement when the
loans and receivables are derecognised or impaired, as well as through the amortisation process.

Determination of fair value

The fair value for financial instruments traded in active market at the balance sheet date is based on their quoted market
price or dealer price quotations (bid price for long positions and ask price for short positions), without any deduction for
transaction costs.

For all other financial instruments not listed in an active market, the fair value is determined by using appropriate valuation
techniques. Valuation techniques include net present value techniques, comparison to similar instruments for which
market observable prices exist, options pricing models and other relevant valuation models.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated balance sheet when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or to realise the
asset and settle the liability simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilities are presented gross in the balance sheet.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, amounts due from the CBR, excluding obligatory reserves, and
amounts due from credit institutions that mature within ninety days and are free from contractual encumbrances.

Promissory notes
Promissory notes purchased are included in trading securities, or in amounts due from credit institutions or in loans to

customers, depending on their substance and are accounted for in accordance with the accounting policies for these
categories of assets.
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity instruments. Such instruments include amounts due to the Central bank, amounts due to credit institutions,
amounts due to customers and debt securities issued. After initial recognition, borrowings are subsequently measured at
amortised cost using the effective interest method. Gains and losses are recognised in the consolidated income statermnent
when the borrowings are derecognised as well as through the amortisation process.

If the Group purchases its own debt, it is removed from the balance sheet and the difference between the carrying amount
of the liability and the consideration paid is recognised in the consolidated income statement.

Leases

Operating - Group as lessee

Leases of assets under which the risks and rewards of ownership are effectively retained by the lessor are classified as
operating leases. Lease payments under an operating lease are recognised as expenses on a straight-line basis over the lease
term and included into other operating expenses.

Impairment of financial assets

The Group assesses at each balance sheet date whether there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an
incurred Joss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or the
group of financial assets that can be reliably estimated. Evidence of impairment may include indications that the borrower or a
group of borrowers is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganisation and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.

Amounts due from credit institutions, factoring advances and loans to customers

For amounts due from credit institutions and loans to customers carried at amortised cost, the Group first assesses
individually whether objective evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in
a group of financial assets with similar credit risks characteristics and collectively assesses them for impairment. Assets that
are individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

If there is an objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the assets’ carrying amount and the present value of estimated future cash flows (excluding future
expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognised in the consolidated income statement. Interest income
continues to be accrued on the reduced carrying amount based on the original effective interest rate of the asset. Loans
together with the associated allowance are written off when there is no realistic prospect of future recovery and all
collateral has been realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later
recovered, the recovery is credited to the consolidated income statement.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the Group’s internal
credit grading system that considers credit risk characteristics such as asset type, industry, geographical location, collateral
type, past-due status and other relevant factors.
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“National Factoring Company” Banking Group

Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Impairment of financial assets (continued)

Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on the basis of
historical loss experience for assets with credit risk characteristics similar to those in the group. Historical loss experience is
adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the years on
which the historical loss experience is based and to remove the effects of conditions in the historical period that do not
exist currently. Estimates of changes in future cash flows reflect, and are directionally consistent with, changes in related
observable data from year to year (such as changes in unemployment rates, property prices, commodity prices, payment
status, or other factors that are indicative of incurred losses in the group or their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed regularly to reduce any differences between loss estimates
and actual loss experience.

Derecognition of financial assets and liabilities
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

e the rights to receive cash flows from the asset have expired;

° the Group has transferred its rights to receive cash flows from the asset, or retained the right to receive cash flows
from the asset, but has assumed an obligation to pay them in full without material delay to a third party under a
‘pass-through’ arrangement; and

° the Group either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent
of the Group’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including a cash-settled option or
similar provision) on the transferred asset, the extent of the Group’s continuing involvement is the amount of the
transferred asset that the Group may repurchase, except that in the case of a written put option (including a cash-settled
option or similar provision) on an asset measured at fair value, the extent of the Group’s continuing involvement is limited
to the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substandally different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of

the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in the consolidated income statement.

Financial guarantees
In the ordinary course of business, the Group gives financial guarantees, which are connected to factoring operations of

the Group. The premium received is recognised in the income statement on a straight-line basis over the life of the
guarantee.
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Taxation
The current income tax expense is calculated in accordance with the regulations of the Russian Federation.

Deferred tax assets and liabilities are calculated in respect of temporary differences using the liability method. Deferred
income taxes are provided for all temporary differences arising between the tax bases of assets and liabilities and their
carrying values for financial reporting purposes, except where the deferred income tax arises from the initial recognition of
goodwill or of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss.

A deferred tax asset is recorded only to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilised. Deferred tax assets and liabilities are measured at tax rates that are
expected to apply to the period when the asset is realised or the liability is settled, based on tax rates that have been
enacted or substantively enacted at the balance sheet date.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, associates and joint
ventures, except where the timing of the reversal of the temporary difference can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.

Russia also has various operating taxes, that are assessed on the Group’s activities. These taxes are included as a
component of other operating expenses.

Property and equipment
Property and equipment are carried at cost, excluding the costs of day-to-day servicing, less accumulated depreciation and
any accumulated impairment. Such cost includes the cost of replacing part of equipment when that cost is incurred if the

recognition criteria are met.

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis over the
following estimated useful lives:

Years
Buildings 25-30
Furniture and fixtures 2-5
Computers and office equipment 5
Motor vehicles 4

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they
qualify for capitalization.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Retirement and other employee benefit obligations

The Group does not have any pension arrangements separate from the State pension system of the Russian Federation, which
requires current contributions by the employer calculated as a percentage of current gross salary payments; such expense is
charged in the period the related salaries are earned. In addition, the Group has no significant post-retirement benefits.

The part of management stimulation program represents advances granted to top management. The transaction effectively
represents long-term employee benefits with advance payments. The Group amortizes these advances under the straight-
line method over the vesting period.
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“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Share capital
Share capital

Ordinary shares and non-redeemable preference shares with discretionary dividends are both classified as equity. External
costs directly attributable to the issue of new shates, other than on a business combination, are shown as a deduction from
the proceeds in equity. Any excess of the fair value of consideration received over the par value of shares issued is
recognised as additional paid-in capital.

Dividends

Dividends are recognised as a liability and deducted from equity at the balance sheet date only if they are proposed before
or on the balance sheet date. Dividends are disclosed when they are proposed before the balance sheet date or proposed
or declared after the balance sheet date but before the financial statements are authorised for issue.

Contingencies

Contingent liabilities are not recognised in the consolidated balance sheet but are disclosed unless the possibility of any
outflow in settlement is remote. A contingent asset is not recognised in the consolidated balance sheet but disclosed when
an inflow of economic benefits is probable.

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest and similar income and expense

For all financial instruments measured at amortised cost and interest bearing securities classified as trading or available-for-
sale, interest income or expense is recorded at the effective interest rate, which is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or financial liability. The calculation takes into account all
contractual terms of the financial instrument (for example, prepayment options) and includes any fees or incremental costs
that are directly attributable to the instrument and are an integral part of the effective interest rate, but not future credit
losses. The carrying amount of the financial asset or financial liability is adjusted if the Group revises its estimates of
payments or receipts. The adjusted carrying amount is calculated based on the original effective interest rate and the
change in carrying amount is recorded as interest income or expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment
loss, interest income continues to be recognised using the original effective interest rate applied to the new carrying
amount.

Dividend income

Dividends are recognised when the Group’s right to receive the payment is established.

Foreign currency translation

The consolidated financial statements are presented in Russian Rubles, which is the Group’s functional and presentation
currency. Transactions in foreign currencies are initially recorded in the functional currency, converted at the rate of
exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the balance sheet date. Gains and losses resulting from the
translation of foreign currency transactions are recognised in the consolidated income statement as gains less losses from
foreign currencies - translation differences. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.



“National Factoring Company” Banking Group Notes to 2008 Consolidated Financial Statements

(Thousands of Russian Rubles)

Summary of accounting policies (continued)

Foreign currency translation (continued)

Differences between the contractual exchange rate of a transaction in a foteign currency and the Central Bank exchange rate
on the date of the transaction are included in gains less losses from dealing in foreign currencies. The official CBR exchange
rates at 31 December 2008 and 31 December 2007, were 29.3804 Rubles and 24.5462 Rubles to 1 USD, respectively.

Future changes in accounting policies
Standards and interpretations issued but not yet effective

Improvements to IFRS

In May 2008, the IASB issued amendments to IFRS, which resulted from the IASB’s annual improvements project. They
comprise amendments that result in accounting changes for presentation, recognition or measurement purposes as well as
terminology or editorial amendments related to a variety of individual IFRS standards. Most of the amendments are effective
for annual periods beginning on or after January 1, 2009, with earlier application permitted. The Group is currently evaluating
the potential impact that the adoption of the amendments will have on its consolidated financial statements.

LAS 1 Presentation of Financial Statements (Revised)

A revised IAS 1 was issued in September 2007, and becomes effective for annual periods beginning on or after 1 January
2009. This revised Standard separates owner and non-owner changes in equity. The statement of changes in equity will
include only details of transactions with owners, with non-owner changes in equity presented as a single line. In addition, the
Standard introduces the statement of comprehensive income: it presents all items of recognised income and expense, either in
one single statement, or in two linked statements. The Group is still evaluating whether it will have one or two statements.

LAS 23 “Borrowing Costs”(Revised)

A revised IAS 23 Borrowing costs was issued in March 2007, and becomes effective for financial years beginning on or
after 1 January 2009. The standard has been revised to require capitalisation of borrowing costs when such costs relate to a
qualifying asset. A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended
use or sale. In accordance with the transitional requirements in the Standard, the Group will adopt this as a prospective
change. Accordingly, borrowing costs will be capitalised on qualifying assets with a commencement date after 1 January
2009. No changes will be made for borrowing costs incurred to this date that have been expensed.

Amendments to LAS 32 “Finandial Instruments: Presentation” and LAS 1 “Presentation of Financial Statements” — Puttable Financial
Instruments and Obligations Arising on Liguidation

These amendments were issued in February 2008, and become effective for annual periods beginning on or after 1 January
2009. The amendments require puttable instruments that represent a residual interest in an entity to be classified as equity,
provided they satisfy certain conditions. These amendments will have no impact on the Group.

Aniendments to IFRS 1 “First-time Adoption of IFRSs” and 1AS 27 “Consolidated and Separate Financial Statements” - Cost of an
Investment in a Subsidiary, Jointly Controlled Entity or Associate

These amendments were issued in May 2008, and become effective for annual periods beginning on or after 1 Januar
2009. The revision to IAS 27 will have to be applied prospectively. The amendments to IFRS 1 allow an entity to
determine the cost of investments in a subsidiary, jointdy controlled entity or associate in its opening IFRS financial
statements in accordance with IAS 27 or using a deemed cost. The amendment to IAS 27 requires all dividends from a
subsidiary, jointly controlled entity or associate to be recognized in the income statement in the separate financial
statements. The new requirements affect only the parent’s separate financial statements and do not have an impact on the
consolidated financial statements.

IFRS 3 “Business Combinations” (revised in Jannary 2008) and LAS 27 “Consolidated and Separate Financial Statements” (revised in
Janunary 2008).

The revised standards were issued in January 2008 and become effective for financial years beginning on or after 1 July
2009. Revised IFRS 3 introduces a number of changes in the accounting for business combinations that will impact the
amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results.
Revised IAS 27 requires that a change in the ownership interest of a subsidiary is accounted for as an equity transaction.
Therefore, such a change will have no impact on goodwill, nor will it give raise to a gain or loss. Furthermore, the revised
standard changes the accounting for losses incurred by the subsidiary as well as the loss of control of a subsidiary. The
changes introduced by the revised Standards must be applied prospectively and will affect only future acquisitions and
transactions with minority interests.
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