
 

 

Report on Review of Interim Financial Information  
Credit Europe Bank Ltd. 

and its subsidiaries 
for the six-month period ended 30 June 2017 

 
August 2017 



Report on Review of Interim Financial Information  
of Credit Europe Bank Ltd. and its subsidiaries 

 
 
 
 

 2 

 
 

Contents 
 

Page 
   
   
 Report on Review of Interim Financial Information 3 
   
 Appendices  
   
 Consolidated interim condensed statement of financial position 5 
 Consolidated interim condensed  statement of profit and loss and other 

comprehensive income  6 
 Consolidated interim condensed statement of cash flows 7 
 Consolidated interim condensed statement of changes in equity  8 
   
 Selected explanatory notes to consolidated interim condensed financial 

information  
1. Organization of the Group and its principal activities 9 
2. Operating environment of the Group 10 
3. Basis of preparation 10 
4. Significant accounting policies 11 
5. Loans to customers 12 
6. Current accounts and demand deposits from customers 13 
7. Debt securities in issue 13 
8. Other operating income 15 
9. Impairment losses 15 
10. Related party transactions 15 
11. Analysis by segment 18 
12. Fair value of financial instruments 21 
13. Subsequent events 24 

 
 



 

3 

Ernst & Young LLC 
Sadovnicheskaya Nab., 77, bld. 1 
Moscow, 115035, Russia 
Tel: +7 (495) 705 9700 
 +7 (495) 755 9700 
Fax: +7 (495) 755 9701 
www.ey.com/ru 
 
 

 ООО «Эрнст энд Янг» 
Россия, 115035, Москва  
Садовническая наб., 77, стр. 1 
Тел.: +7 (495) 705 9700 
 +7 (495) 755 9700 
Факс: +7 (495) 755 9701 
ОКПО: 59002827 
   
 
 

A member firm of Ernst & Young Global Limited 

Report on Review of Interim Financial Information  
 
 
To the shareholders and Board of Directors of  
Credit Europe Bank Ltd  
 
 
Introduction 
 
We have reviewed the accompanying consolidated interim condensed financial statements of 
Credit Europe Bank Ltd., which comprise the consolidated interim condensed statement of 
financial position as at 30 June 2017, the consolidated interim condensed statement of profit 
and loss and other comprehensive income, consolidated interim condensed statement of changes 
in equity and consolidated interim condensed statement of cash flows for the six-month period 
then ended, and selected explanatory notes (interim financial information). Management of 
Credit Europe Bank Ltd. is responsible for the preparation and presentation of this interim 
financial information in accordance with IAS 34, Interim Financial Reporting. Our responsibility is 
to express a conclusion on this interim financial information based on our review. 
 
Scope of review 
 
We conducted our review in accordance with International Standard on Review Engagements 
2410, Review of Interim Financial Information Performed by the Independent Auditor of the 
Entity. A review of interim financial information consists of making inquiries, primarily of persons 
responsible for financial and accounting matters, and applying analytical and other review 
procedures. A review is substantially less in scope than an audit conducted in accordance with 
International Standards on Auditing and consequently does not enable us to obtain assurance 
that we would become aware of all significant matters that might be identified in an audit. 
Accordingly, we do not express an audit opinion. 
 
Conclusion 
 
Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying interim financial information is not prepared, in all material respects, in 
accordance with IAS 34, Interim Financial Reporting. 
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1. Organization of the Group and its principal activities 
 
Principal activities of the Group 
 
The consolidated interim condensed financial information includes the financial information of Credit Europe Bank Ltd. 
(the “Bank”) and its subsidiaries (together referred to as the “Group”). 
 
Credit Europe Bank Ltd. (formerly Finansbank Russia Ltd.) was established in the Russian Federation as a closed joint 
stock company and was granted its general banking license in 1997. The principal activities of the Bank are deposit 
taking and customer accounts maintenance, lending and issuing guarantees, cash and settlement operations and 
operations with securities and foreign exchange.  
 
The Group operates in industries where significant seasonal or cyclical variations in operating income are not 
experienced during the financial year. The risk profile of the Bank has not changed considerably at the reporting date 
compared to 31 December 2016.  
 
The principal subsidiaries of the Bank are as follows: 
 
  Ownership % 

Name 
Country of 

incorporation 
30 June  

2017 
31 December  

2016 

CEB Capital S.A. Luxembourg see below see below 
Credit Europe Life Ltd. 
LLC “Credit Europe Leasing” 
LLC “Auto Partners” 
LLC “CFO Europe 14-1A” 

Russia 
Russia 
Russia 
Russia 

100% 
100% 
100% 

see below 

100% 
100% 
100% 

see below 
CEB Capital Ireland Limited Ireland 100% 100% 
LLC “CEB-Tekh” Russia 100% 100% 
CJSC “MA Europe 2012-1” (*) Russia see below see below 
 
CEB Capital S.A. (formerly Finans Russia Capital S.A.) is a structured entity established to facilitate the issue of loan 
participation notes by the Group. This entity is not owned by the Group, control arises through the predetermination of 
the entity’s activities.  
 
Credit Europe Life Ltd. is a fully owned subsidiary of the Bank established in 2007 with the purpose of providing a wide 
range of life insurance services. The entity obtained its insurance license on 28 February 2008. 
 
LLC “CFO Europe 14-1A” is a structured entity established to facilitate the Group’s issue of car loan backed securities. 
This entity is not owned by the Group. Control arises through the predetermination of the entity’s activities, having 
rights to obtain the majority of benefits of the structured entity, and retaining the majority of the residual risks related to 
the entity. 
 
CEB Capital Ireland Ltd. is a structured entity established to facilitate the issue of European commercial papers by the 
Group. 
 
In February and March 2015 the Bank entered into the stake purchase agreements with the companies which are 
under common control of the ultimate controlling party of the Group for acquisition of 100% of the charter capital of 
LLC “Credit Europe Leasing” and LLC “Auto Partners”. 
 
LLC “CEB-Tekh” is a fully owned subsidiary of the Bank established in December 2015 with the purpose of providing 
IT technologies services. 
 
(*)  CJSC “MA Europe 2012-1” is a structured entity established to facilitate the Group’s issue of mortgage backed 

securities. This entity is not owned by the Group. Control arises through the predetermination of the entity’s 
activities, having rights to obtain the majority of benefits of the structured entity, and retaining the majority of the 
residual risks related to the entity. During September 2016 the Group decided to liquidate 
CJSC “MA Europe 2012-1” as a result of the redemption of the mortgage loan portfolio securitization. 
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2. Operating environment of the Group 
 
The Group’s operations are primarily located in the Russian Federation. Consequently, the Group is exposed to the 
economic and financial markets of the Russian Federation which display emerging-market characteristics. Legal, tax 
and regulatory frameworks continue to be developed, but are subject to varying interpretations and frequent changes 
that, together with other legal and fiscal impediments, contribute to the challenges faced by entities operating in the 
Russian Federation. Current economic and politic situation, including situation in Ukraine and introduction of sanctions 
against the Russian Federation by particular countries and introduction of responsive sanctions against particular 
countries by the Russian Federation creates risks for operations conducted by the Group.  
 
The conflict in Ukraine and related events has increased the perceived risks of doing business in the Russian 
Federation. The imposition of economic sanctions on Russian individuals and legal entities by the European Union, the 
United States of America, Japan, Canada, Australia and others, as well as retaliatory sanctions imposed by the 
Russian government, has resulted in increased economic uncertainty including more volatile equity markets, a 
depreciation of the Russian Ruble, a reduction in both local and foreign direct investment inflows and a significant 
tightening in the availability of credit. In particular, some Russian entities may be experiencing difficulties in accessing 
international equity and debt markets and may become increasingly dependent on Russian state banks to finance their 
operations. The longer term effects of recently implemented sanctions, as well as the threat of additional future 
sanctions, are difficult to determine. 
 
This consolidated interim financial information reflects management’s assessment of the impact of the Russian 
business environment on the operations and financial position of the Group. The future business environment may 
differ from management’s assessment. 
 
 

3. Basis of preparation 
 
Statement of compliance 
 
The accompanying consolidated interim condensed financial information of the Group has been prepared in 
accordance with International Financial Reporting Standard IAS 34 Interim Financial Reporting. It does not include all 
of the information required for full annual financial statements, and should be read in conjunction with the consolidated 
financial statements of the Group for the year ended 31 December 2016, as this consolidated interim condensed 
financial information provides an update of previously reported financial information. 
 
Use of estimates and judgments 
 
The preparation of consolidated interim condensed financial information in conformity with IFRS requires management 
to make judgments, estimates and assumptions that affect the application of policies and the reported amounts of 
assets and liabilities, income and expense. The estimates and associated assumptions are based on historical 
experience and various other factors that are believed to be reasonable under the circumstances, the results of which 
form the basis of making the judgments about carrying values of assets and liabilities that are not readily apparent from 
other sources. Although these estimates are based on management’s best knowledge of current events and actions, 
actual results ultimately may differ from these estimates.  
 
In preparing these consolidated interim condensed financial information, the significant judgments made by 
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the same 
as those that applied to the consolidated financial statements as at and for the year ended 31 December 2016. 
 
Comparative information 
 
In 2016 the Group made more accurate presentation of the result from sale of loans by comparison of net book value of 
loans with the cash proceeds. The Group also made more correct presentation of income from operating leases 
activities by decreasing it for the relevant depreciation. The Group also made more correct presentation of net capital 
market gain on securities and net gain from repurchase of subordinated debt by presenting separately gain on 
securities and gain from repurchase of subordinated debt. The consolidated interim condensed statement of profit or 
loss and other comprehensive income for 6 months 2016 were changed accordingly.  
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3. Basis of preparation (continued) 
 
Comparative information (continued) 
 
The following table summarizes the reclassifications made in the consolidated interim condensed statement of profit 
and loss and other comprehensive income and notes to the consolidated interim condensed financial statements as at 
and for the year ended 30 June 2016 to conform the presentation. 
 

 

Six-month period 
ended  

30 June 2016 

Six-month period 
ended  

30 June 2016 

Six-month period 
ended  

30 June 2016 
 Unaudited Unaudited Unaudited 
 Before adjustment Adjustment After adjustment 
 RUB’000 RUB’000 RUB’000 
Consolidated interim condensed statement of 

profit and loss    
Net capital market gain on securities 81,834 (95,464) (13,630) 
Net gain from repurchase of subordinated debt – 95,464 95,464 
Impairment losses (2,241,165) 101,665 (2,139,500) 
General administrative expenses (2,968,304) 101,984 (2,866,320) 
Other operating income 809,565 (203,649) 605,916 
 
 

4. Significant accounting policies 
 
The interim condensed consolidated financial statements for the six months ended 30 June 2017 have been prepared 
in accordance with International Accounting Standard (IAS) 34 Interim Financial Reporting.  
 
The interim condensed consolidated financial statements do not include all the information and disclosures required in 
the annual financial statements, and should be read in conjunction with the Group’s annual financial statements as at 
31 December 2016. 
 
Changes in accounting policies 
 
The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are 
consistent with those followed in the preparation of the Group’s annual financial statements for the year ended 
31 December 2016, except for the adoption of new Standards effective as of 1 January 2017. The Group has not early 
adopted any other standard, interpretation or amendment that has been issued but is not yet effective.  
 
The nature and the effect of these changes are disclosed below. Although these new standards and amendments 
apply for the first time in 2017, they do not have a material effect on the annual consolidated statements of the Group 
or the interim condensed consolidated financial statements of the Group. The nature and the impact of each new 
standard or amendment are described below: 
 
Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative 
 
The amendments require entities to provide disclosures about changes in their liabilities arising from financing 
activities, including both changes arising from cash flows and non-cash changes (such as foreign exchange gains or 
losses). On initial application of the amendment, entities are not required to provide comparative information for 
preceding periods. The Group is not required to provide additional disclosures in its condensed interim consolidated 
financial statements, but will disclose additional information in its annual consolidated financial statements for the year 
ended 31 December 2017.  
 
Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealized Losses 
 
The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits against 
which it may make deductions on the reversal of that deductible temporary difference. Furthermore, the amendments 
provide guidance on how an entity should determine future taxable profits and explain the circumstances in which 
taxable profit may include the recovery of some assets for more than their carrying amount.  
 
Entities are required to apply the amendments retrospectively. However, on initial application of the amendments, the 
change in the opening equity of the earliest comparative period may be recognized in opening retained earnings (or in 
another component of equity, as appropriate), without allocating the change between opening retained earnings and 
other components of equity. Entities applying this relief must disclose that fact.  
 
The Group applied the amendments retrospectively. However, their application has no effect on the Group’s financial 
position and performance.  
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4. Significant accounting policies (continued) 
 
Changes in accounting policies (continued) 
 
Annual Improvements cycle – 2014-2016 
 
Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope of disclosure requirements 
in IFRS 12 
 
The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10-B16, apply to 
an entity’s interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint venture or an 
associate) that is classified (or included in a disposal group that is classified) as held for sale. The Group has adopted 
the amendments retrospectively. The amendments have no effect on the Group’s financial statements. 
 
 

5. Loans to customers 
 
 30 June  

2017 
Unaudited 

31 December  
2016   

 RUB’000 RUB’000 
Commercial loans   
Loans to large corporates 37,089,131 33,799,479 
Loans to small and medium size companies 3,546,440 3,836,876 
Net investment in finance leases  2,046,429 1,758,899 
Total commercial loans 42,682,000 39,395,254 
    
Loans to individuals   
Credit cards 16,234,336 17,352,353 
Auto loans 12,580,559 12,959,021 
Cash loans 9,216,235 9,592,696 
Instant loans 4,592,763 4,295,982 
Mortgage loans 3,024,737 3,333,296 
Holiday loans 143,689 90,357 
Total loans to individuals 45,792,319 47,623,705 
    
Gross loans to customers 88,474,319 87,018,959 

Impairment allowance (4,952,728) (5,039,672) 

Net loans to customers 83,521,591 81,979,287 
 
Movements in the loan impairment allowance are as follows: 
 

 

Six-month period 
ended 

30 June 2017 
 Unaudited 
 RUB’000 

Loan impairment allowance as at 1 January 2017 5,039,672 
Loan impairment loss for the period 1,647,183 
Write-offs (1,734,127) 

Loan impairment allowance as at 30 June 2017 4,952,728 
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5. Loans to customers (continued) 
 

 

Six-month period 
ended 

30 June 2016 
 Unaudited 
 RUB’000 

Loan impairment allowance as at 1 January 2016 7,692,918 
Loan impairment loss for the period 2,143,168 
Write-offs (3,891,991) 

Loan impairment allowance as at 30 June 2016 5,944,095 
 
 

6. Current accounts and demand deposits from customers 
 

 

30 June  
2017 

Unaudited 
31 December 

2016 
 RUB’000 RUB’000 
Current accounts and demand deposits    
- Retail 4,519,768 3,878,693 
- Corporate 6,642,620 4,212,176 
    
Term deposits   
- Retail  45,388,844 35,308,491 
- Corporate 6,234,726 7,471,116 

 62,785,958 50,870,476 
 
Concentration of current accounts and deposits from customers 
 
As at 30 June 2017, the Group had no customers whose balances individually exceeded 10% of total current accounts 
and deposits from customers (31 December 2016: had no such customers). 
 
 

7. Debt securities in issue 
 
 30 June  

2017 
Unaudited 

31 December  
2016  

 RUB’000 RUB’000 

Russian bonds denominated in RUB 7,853,240 18,358,539 
Promissory notes issued 135,803 700,497 

 7,989,043 19,059,036 
 
In December 2012, the Group issued RUB 2,354,893 thousand of mortgage-backed securities with a coupon rate of 
8.0%. These securities matured 20 September 2016 as a result of the redemption of the mortgage loan securitization 
portfolio. 
 
In February 2013, the Group issued RUB 5,000,000 thousand of bonds with a coupon rate of 9.6%. In February 2014, 
the Group redeemed RUB 3,711,605 thousand under early redemption offer. During 2014 the Group sold part of these 
bonds back to investors and as at 31 December 2015, the outstanding amount of bonds was RUB 4,988,412 thousand. 
These bonds matured on 19 February 2016. 
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7. Debt securities in issue (continued) 
 
In April 2013, the Group issued RUB 5,000,000 thousand of bonds with a coupon rate of 9.4%. In April 2015, the Group 
redeemed RUB 2,423,495 thousand under early redemption offer. During 2015 the Group sold part of these bonds 
back to investors and as at 31 December 2015, the outstanding amount of bonds was RUB 3,456,505 thousand. These 
bonds matured on 19 April 2016. 
 
In September 2013, the Group issued RUB 5,000,000 thousand of bonds with a coupon rate of 8.9%, which was 
revised to 11.25% in 2014. In September 2014, the Group redeemed RUB 3,909,179 thousand under early redemption 
offer. During 2015 the Group sold part of these bonds back to investors and in April 2015 made an additional issue for 
RUB 1,000,000 thousand. In September 2015, the Group redeemed RUB 2,417,218 thousand under early redemption 
offer. The coupon rate has been changed to 13.75%. These bonds matured on 5 September 2016. 
 
In June 2014, the Group issued RUB 5,000,000 thousand of bonds with a coupon rate of 11.4%. In July 2015 the 
Group redeemed RUB 4,502,033 thousand under early redemption offer. In June 2016, the Group redeemed 
RUB 317,769 thousand under early redemption offer. These bonds matured on 26 June 2017. 
 
In March 2015, the Group issued RUB 3,000,000 thousand of bonds with a coupon rate of 15.0%. In March 2016, the 
Group redeemed RUB 2,999,904 thousand under early redemption offer. During April 2016, these bonds were sold 
back to investors, and as at 31 December 2016, the outstanding amount of bonds was RUB 3,000,000 thousand. In 
March 2017 the Group repaid RUB 2,999,232 thousand under early redemption offer. As at 30 June 2017, the carrying 
amount of bonds is RUB 789 thousand. These bonds will mature on 27 March 2018 and have a new coupon rate of 
10%.  
 
In April 2015, the Group issued RUB 3,000,000 thousand of bonds with a coupon rate of 15.0%. In April 2016, the 
Group redeemed RUB 2,999,998 thousand under early redemption offer. During May 2016 the Group sold part of these 
bonds back to investors, and as at 30 September 2016, the outstanding amount of bonds was 
RUB 2,000,002 thousand. In October 2016 the Group repaid RUB 2,000,000 thousand under early redemption offer. 
And as at 30 June 2017 the carrying amount of bonds is RUB 2 thousand. These bonds will mature on 6 April 2018 and 
have a new coupon rate of 10.0%. 
 
In April 2015, the Group issued RUB 3,000,000 thousand of bonds with a coupon rate of 16.0%. In April 2016, the 
Group redeemed RUB 1,218,923 thousand under early redemption offer. During April 2016, these bonds were sold 
back to investors. In April 2017, the Group repaid RUB 2,993,282 thousand under early redemption offer. And as at 
30 June 2017 the carrying amount of bonds is RUB 6,860 thousand. These bonds will mature on 13 April 2018 and 
have a new coupon rate of 10%. 
 
In June 2015, the Group issued RUB 7,800,536 thousand of car-backed securities with a coupon rate of 12.75% 
(RUB 3,514,000 thousand were sold to third-party investors). These securities will mature on 22 February 2024. During 
2015 the Group additionally sold RUB 1,689,392 of these securities. During the first half of 2016 the Group additionally 
sold RUB 369,542 thousand of these securities. During the third quarter of 2016 Group additionally sold RUB 
2,357,244 thousand of these securities. As at 31 December 2016, the outstanding amount of car-backed securities sold 
to third-party investors was RUB 7,937,527 thousand. During June 2017 the Group purchased RUB 2,119,002 
thousand of these securities. As at 30 June 2017, the carrying amount of car-backed securities sold to third-party 
investors was RUB 5,808,629 thousand. 
 
In September 2015, the Group issued RUB 5,000,000 thousand of bonds with a coupon rate of 12.59%. In July 2016, 
the Group redeemed RUB 1,500,000 thousand under early redemption offer and as at 31 March 2017 the outstanding 
amount of bonds was RUB 3,500,000 thousand. In July 2016, the Group redeemed RUB 1,500,000 thousand under 
early redemption offer, in May 2017, the Group also redeemed RUB 2,000,000 thousand under early redemption offer 
and as at 30 June 2017 the carrying amount of bonds was RUB 1,498,047 thousand. These bonds will mature on 
14 September 2018.and a new coupon rate of 8.88%. 
 
In October 2015, the Group issued RUB 4,000,000 thousand of bonds with a coupon rate of 14.5%. In October 2016 
the Group repaid RUB 3,467,318 thousand under early redemption offer. As at 30 June 2017 the carrying amount of 
bonds is RUB 538,913 thousand. These bonds will mature on 22 October 2018 with an early redemption offer date on 
25 October 2017 and have a new coupon rate of 10.5%. 
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8. Other operating income 
 

 

Six-month period 
ended 

30 June 2017 

Six-month period 
ended 

30 June 2016 

Three-month period 
ended 

30 June 2016 

Three-month period 
ended 

30 June 2016 
 Unaudited Unaudited Unaudited Unaudited 
 RUB’000 RUB’000 RUB’000 RUB’000 
Gain from sale on overdue loans 

and asset held for resale 239,388 257,964 139,228 167,641 
Income from operational leasing 

activities 204,380 243,372 98,313 116,990 
Court expenses (8,871) (19,346) (3,863) (3,988) 
Collections from write-offs 58,355 31,900 29,403 16,952 
Other 33,056 15,832 8,619 16,678 

 526,308 529,722 271,700 314,273 
 
Income from operating leases activities for 2017 is represented by revenue of LLC “Auto partners” received from rental 
and sale of repossessed vehicles in the amount of RUB 652,019 thousand (June 2016: RUB 658,597 thousand) less 
cost of sales of RUB 447,639 thousand (June 2016: RUB 415,226 thousand). Cost of sales is represented by 
depreciation of vehicles in the amount of RUB 93,819 thousand (June 2016: RUB 101,984 thousand) and other costs 
related to operational leasing. 
 
 

9. Impairment losses 
 

 

Six-month period 
ended 

30 June 2017 

Six-month period 
ended 

30 June 2016 

Three-month period 
ended 

30 June 2016 

Three-month period 
ended 

30 June 2016 
 Unaudited Unaudited Unaudited Unaudited 
 RUB’000 RUB’000 RUB’000 RUB’000 

Loans to customers 1,647,183 2,143,168 804,369 1,046,218 
Other assets 991 1,009 400 7,111 
Issued guarantees (32,638) (4,677) (32,030) 347 

 1,615,536 2,139,500 772,739 1,053,676 
 
 

10. Related party transactions 
 
The Bank’s ultimate parent company is FIBA Holding A.S., a Turkish joint stock company which is ultimately controlled 
by a single individual, Mr. Husnu Ozyegin. 
 
The Bank’s immediate parent is Credit Europe Bank N.V. which produces publicly available financial statements. 
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10. Related party transactions (continued) 
 
The outstanding balances as at 30 June 2017 with related parties are as follows: 
 
 30 June 2017 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 Unaudited Unaudited Unaudited Unaudited 
 RUB’000 RUB’000 RUB’000 RUB’000 
Assets     
Cash and cash equivalents 2,237,085 – 1,841,729 4,078,814 
Financial instruments at fair value 

through profit or loss 936,246 – 30 936,276 
Loans to customers      
Gross amount – 23,987 192,102 216,089 
Impairment allowance – (44) (1,946) (1,990) 

Liabilities     
Financial instruments at fair value 

through profit or loss 433 – – 433 
Deposits and balances from banks and 

other financial institutions 3,213,879 – 89,185 3,303,064 
Current accounts and deposits from 

customers – 118,675 85,487 204,162 

Off balance sheet items      
Guarantees issued (gross amount) – – 52,798 52,798 
 
 
The results of transactions with related parties for the six-month period ended 30 June 2017 are as follows: 
 
 Six-month period ended 30 June 2017 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 Unaudited Unaudited Unaudited Unaudited 
  RUB’000 RUB’000 RUB’000 RUB’000 

Interest income 462 1,417 58,951 60,830 
Interest expense (211,715) (1,121) (8,621) (221,457) 
Result from financial instruments at fair 

value through profit or loss 534,046 – – 534,046 
Net fee and commission expense  – – (20,414) (20,414) 
Impairment allowance (charge) – (19) 9,217 9,198 
Net foreign exchange gain/(loss) 140 – (3,367) (3,227) 
Net income from other operating 

activities – – 10,827 10,827 
Key management compensation – (259,733) – (259,733) 
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10. Related party transactions (continued) 
 
The results of transactions with related parties for the three-month period ended 30 June 2017 are as follows: 
 
 Three-month period ended 30 June 2017 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 Unaudited Unaudited Unaudited Unaudited 
  RUB’000 RUB’000 RUB’000 RUB’000 

Interest income 335 694 16,409 17,438 
Interest expense (99,461) (571) (3,846) (103,878) 
Result from financial instruments at fair 

value through profit or loss 195,447 – – 195,447 
Net fee and commission expense  – – (20,706) (20,706) 
Impairment allowance (charge) – (15) 9,217 9,202 
Net foreign exchange gain/(loss) 140 – (1,693) (1,553) 
Net income from other operating 

activities – – (436) (436) 
Key management compensation – (125,016) – (125,016) 
 
 
The outstanding balances as at 31 December 2016 with related parties are as follows: 
 
 31 December 2016 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 RUB’000 RUB’000 RUB’000 RUB’000 
Assets     
Cash and cash equivalents 5,229,927 – 373,232 5,603,159 
Financial instruments at fair value 

through profit or loss 650,565 – – 650,565 
Loans to customers      
Gross amount – 23,784 336,517 360,301 
Impairment allowance – (29) (11,163) (11,192) 
Other assets 154,883 – – 154,883 

Liabilities     
Financial instruments at fair value 

through profit or loss 181,212 – – 181,212 
Deposits and balances from banks and 

other financial institutions 3,100,494 – 442,867 3,543,361 
Current accounts and deposits from 

customers – 99,768 108,978 208,746 
Debt securities in issue 2,149,595 – – 2,149,595 
Subordinated debt 60,406 – – 60,406 

Off balance sheet items      
Guarantees issued (gross amount) – – 44,955 44,955 
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10. Related party transactions (continued) 
 
The results of transactions with related parties for the six-month period ended 30 June 2016 are as follows: 
 
 Six-month period ended 30 June 2016 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 Unaudited Unaudited Unaudited Unaudited 
  RUB’000 RUB’000 RUB’000 RUB’000 

Interest income 5,055 1,170 706 6,931 
Interest expense (394,577) (727) (34,082) (429,386) 
Result from financial instruments at fair 

value through profit or loss 679,364 – – 679,364 
Net fee and commission income  – – 718 718 
(Charge for) reversal of impairment 

losses – (84) – (84) 
Net foreign exchange gain 8,849 – 67,543 76,392 
Net income from other operating 

activities – – 1,251 1,251 
Key management compensation – (270,441) – (270,441) 
     
 
 
The results of transactions with related parties for the three-month period ended 30 June 2016 are as follows: 
 
 Three-month period ended 30 June 2016 

 
Parent  

company 
Key management 

personnel 

Associates and 
subsidiaries of 

the Bank’s 
ultimate 

beneficiary Total 
 Unaudited Unaudited Unaudited Unaudited 
  RUB’000 RUB’000 RUB’000 RUB’000 

Interest income 1,401 336 72 1,809 
Interest expense (182,927) (359) (10,249) (193,535) 
Result from financial instruments at fair 

value through profit or loss 316,192 – – 316,192 
Net fee and commission income  – – 332 332 
(Charge for) reversal of impairment 

losses – (95) (2,636) (2,731) 
Net foreign exchange gain 19,519 – 5,773 25,292 
Net income from other operating 

activities – – 427 427 
Key management compensation – (133,532) – (133,532) 
 
 

11. Analysis by segment 
 
The Group has three reportable segments, as described below, which are the Group’s strategic business units. The 
strategic business units offer different products and services, and are managed separately because they require 
different technology and marketing strategies. For each of the strategic business units, the CEO reviews internal 
management reports on at least a quarterly basis. The following summary describes the operations in each of the 
reportable segments: 

► Commercial banking – comprises corporate and SME banking operations which include deposit taking and 
commercial lending, settlements and cash operations. Commercial banking services also include trade finance. 

► Retail banking – comprises retail and SME banking operations which include deposit taking and lending, 
settlements and cash operations. 

► Treasury (investment banking and financial markets) – comprises corporate finance, operations on foreign 
exchange, debt and equity capital markets, brokerage, securities trading. 
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11. Analysis by segment (continued) 
 
Information regarding the results of each reportable segment is included below. Performance is measured based on 
segment income before income tax, as included in the internal management reports that are reviewed by the CEO. 
Segment income is used to measure performance as management believes that such information is the most pertinent 
in evaluating the results of certain segments relative to others who operate within these industries. Inter-segment 
pricing is determined on an arm’s length basis. Segment liabilities are allocated in accordance with the financed 
segment assets. Some assets (cash and cash equivalents and property, equipment and intangible assets) are also 
apportioned to the segments according with the corresponding share in operating segment assets.  
 
Segment breakdown of assets and liabilities of the Group is set out below: 
 

 

30 June  
2017 

Unaudited 
31 December  

2016 
 RUB’000 RUB’000 
Assets   
Treasury 662,639 728,915 
Commercial banking 50,950,053 43,540,422 
Retail banking 50,442,845 54,316,476 
Unallocated assets 2,170,878 4,407,469 

Total assets 104,226,415 102,993,282 

Liabilities   
Treasury 2,030,434 2,109,899 
Commercial banking 23,931,473 30,275,317 
Retail banking 55,815,765 49,971,417 
Unallocated liabilities 1,790,361 521,479 

Total liabilities 83,568,033 82,878,112 
 
 
Segment information for the main reportable segments of the Group for the six-month period ended 30 June 2017 is set 
out below: 
 

RUB’000 (Unaudited) 
Commercial 

banking 
Retail  

banking Treasury Total 

External interest income 1,994,367 4,409,746 65,627 6,469,740 
Fee and commission income 270,535 2,291,244 824 2,562,603 
Net foreign exchange income 33,978 52,673 109,108 195,759 
Net capital market gain on securities – – 114 114 
Net gain from repurchase of subordinated debt – – – – 
Net income from other operating activities 153,435 365,770 7,103 526,308 
Result from financial instruments at fair value 

through profit or loss 272,455 390,268 61,292 724,015 
Net (expense) revenue from (to) other 

segments (90,803) 249,765 (158,962) – 
Revenue 2,633,967 7,759,466 85,106 10,478,539 

Impairment losses (402,801) (1,212,735) – (1,615,536) 
Interest expense (715,467) (2,726,502) (74,605) (3,516,574) 
Fee and commission expense (94,864) (1,594,972) (10,508) (1,700,344) 
General administrative and other expenses (499,692) (2,437,627) (65,740) (3,003,059) 
Segment result 921,143 (212,370) (65,747) 643,026 

Income tax expense    (163,780) 

Net profit after taxes    479,246 

Other segment items     
Additions of property and equipment and 

intangible assets 338,104 107,329 3,380 448,813 
Depreciation and amortization (97,050) (17,161) (540) (114,751) 
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11. Analysis by segment (continued) 
 
Segment information for the main reportable segments of the Group for the three-month period ended 30 June 2017 is 
set out below: 
 

RUB’000 (Unaudited) 
Commercial 

banking 
Retail  

banking Treasury Total 

External interest income 1,009,580 2,190,457 (14,432) 3,185,605 
Fee and commission income 128,152 1,167,527 643 1,296,322 
Net foreign exchange income (loss) 25,502 21,475 86,244 133,221 
Net capital market gain on securities – – 58 58 
Net gain from repurchase of subordinated debt – – – – 
Net income from other operating activities 37,833 228,864 5,003 271,700 
Result from financial instruments at fair value 

through profit or loss 122,695 171,058 25,398 319,151 
Net revenue (expense) from (to) other 

segments (81,128) 142,897 (61,769) – 
Revenue 1,242,634 3,922,278 41,145 5,206,057 

Impairment losses (274,132) (498,607) – (772,739) 
Interest expense (301,211) (1,330,276) (33,028) (1,664,515) 
Fee and commission expense (44,701) (815,661) (5,259) (865,621) 
General administrative and other expenses (227,012) (1,205,463) (29,017) (1,461,492) 
Segment result 395,578 72,271 (26,159) 441,690 

Income tax expense    (109,931) 

Profit for the period    331,759 

Other segment items     
Additions of property and equipment and 

intangible assets 238,607 (22,863) (1,710) 214,034 
Depreciation and amortization (32,267) 67,605 2,774 38,112 
 
 
Segment information for the main reportable segments of the Group for the six-month period ended 30 June 2016 is set 
out below: 
 

RUB’000 (Unaudited) 
Commercial 

banking 
Retail 

banking Treasury Total 

External interest income 1,834,950 5,022,802 473,312 7,331,064 
Fee and commission income 266,403 2,229,428 53 2,495,884 
Net foreign exchange income (loss) 10,671 109,063 (125,374) (5,640) 
Net capital market gain on securities – – (13,630) (13,630) 
Net gain from repurchase of subordinated debt – – 95,464 95,464 
Net income from other operating activities 309,117 216,350 4,255 529,722 
Result from financial instruments at fair value 

through profit or loss 183,150 272,002 66,444 521,596 
Net revenue (expense) from (to) other 

segments 683,926 (572,866) (111,060) – 
Revenue 3,288,217 7,276,779 389,464 10,954,460 

Impairment losses (38,621) (2,100,879) – (2,139,500) 
Interest expense (1,375,110) (2,501,108) (490,677) (4,366,895) 
Fee and commission expense (59,970) (1,373,117) (15,145) (1,448,232) 
General administrative and other expenses (507,655) (2,288,346) (70,319) (2,866,320) 
Segment result 1,306,861 (986,671) (186,677) 133,513 

Income tax expense    (60,777) 

Profit for the period    72,736 

Other segment items     
Additions of property and equipment and 

intangible assets 229,083 138,320 4,794 372,197 
Depreciation and amortization (201,853) (148,412) (5,143) (355,408) 
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11. Analysis by segment (continued) 
 
Segment information for the main reportable segments of the Group for the three-month period ended 30 June 2016 is 
set out below: 

RUB’000 (Unaudited) 
Commercial 

banking 
Retail  

banking Treasury Total 

External interest income 874,355 2,402,961 175,465 3,452,781 
Fee and commission income 137,810 1,120,538 – 1,258,348 
Net foreign exchange income (loss) 17,716 74,365 (64,535) 27,546 
Net capital market gain on securities – – 9,474 9,474 
Net gain from repurchase of subordinated debt – – 49,974 49,974 
Net income from other operating activities 171,636 136,478 6,159 314,273 
Result from financial instruments at fair value 

through profit or loss 117,337 108,661 19,929 245,927 
Net revenue (expense) from (to) other 

segments 398,731 (335,044) (63,687) – 
Revenue 1,717,585 3,507,959 132,779 5,358,323 

Impairment losses (15,775) (1,037,901) – (1,053,676) 
Interest expense (811,573) (1,102,900) (105,690) (2,020,163) 
Fee and commission expense (34,297) (730,807) (5,253) (770,357) 
General administrative and other expenses (254,946) (1,199,455) (27,613) (1,482,014) 
Segment result 600,994 (563,104) (5,777) 32,113 

Income tax expense    (13,894) 

Profit for the period    18,219 

Other segment items     
Additions of property and equipment and 

intangible assets 154,140 38,389 1,289 193,818 
Depreciation and amortization (135,016) (59,290) (2,017) (196,323) 
 
 

12. Fair value of financial instruments 
 
The estimates of fair value are intended to approximate the price that would be received to sell an asset, or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date. However, given the 
uncertainties and the use of subjective judgment, the fair value should not be interpreted as being realizable in an 
immediate sale of the assets or transfer of liabilities. Fair values of financial assets and financial liabilities that are 
traded in active markets are based on quoted market prices or dealer price quotations. For all other financial 
instruments, the Group determines fair values using other valuation techniques. 
 
The objective of valuation techniques is to arrive at a fair value determination that reflects the price that would be 
received to sell the asset, or paid to transfer the liability in an orderly transaction between market participants at the 
measurement date. 
 
The estimated fair values of financial instruments at fair value through profit or loss, financial assets available-for-sale, 
bonds issued included into debt securities in issue and loan participation notes included into subordinated debt are 
based on quoted market prices at the reporting date without any deduction for transaction costs. 
 
The estimated fair values of all other financial assets and liabilities are calculated using discounted cash flow 
techniques based on estimated future cash flows and discount rates for similar instruments at the reporting date. 
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12. Fair value of financial instruments (continued) 
 
The Group measures fair values for financial instruments recorded in the consolidated interim condensed statement of 
financial position using the following fair value hierarchy that reflects the significance of the inputs used in making the 
measurements: 

► Level 1: quoted market price (unadjusted) in an active market for an identical instrument. 

► Level 2: valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly (i.e., 
derived from prices). This category includes instruments valued using: quoted market prices in active markets 
for similar instruments; quoted prices for identical or similar instruments in markets that are considered less than 
active; or other valuation techniques where all significant inputs are directly or indirectly observable from market 
data. 

► Level 3: valuation techniques using significant unobservable inputs. This category includes all instruments 
where the valuation technique includes inputs not based on observable data and the unobservable inputs have 
a significant effect on the instrument’s valuation. This category includes instruments that are valued based on 
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required to 
reflect differences between the instruments. 

 
 
The table below analyses financial instruments measured at fair value at 30 June 2017, by the level in the fair value 
hierarchy into which the fair value measurement is categorized. The amounts are based on the values recognized in 
the consolidated statement of financial position. 
 
RUB’000 (Unaudited) Level 1 Level 2 Total 
    
Financial assets    
Derivative financial assets – 1,084,275 1,084,275 
Available-for-sale financial assets 260,129 – 260,129 
    
Financial liabilities    
Derivative financial liabilities – (80,148) (80,148) 

 260,129 1,004,127 1,264,256 
    
 
The table below analyses financial instruments measured at fair value at 31 December 2016, by the level in the fair 
value hierarchy into which the fair value measurement is categorized. The amounts are based on the values 
recognized in the consolidated statement of financial position. 
 
RUB’000 Level 1 Level 2 Total 
    
Financial assets    
Derivative financial assets – 656,398 656,398 
Available-for-sale financial assets 583,306 – 583,306 
    
Financial liabilities    
Derivative financial liabilities – (238,281) (238,281) 

 583,306 418,117 1,001,423 
 
As at 30 June 2017 and 31 December 2016, the Group does not have any financial instruments measured at fair value 
for which fair value is based on valuation techniques involving the use of non-market observable inputs. 
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12. Fair value of financial instruments (continued) 
 
The following table analyses the fair value of certain financial instruments not measured at fair value, by the level in the 
fair value hierarchy into which each fair value measurement is categorised as at 30 June 2017: 
 

RUB ‘000 Level 1 Level 2 Level 3 
Fair  

value 
Carrying 

value 

Assets      
Loans to customers – – 82,776,145 82,776,145 83,521,591 

Liabilities      
Deposits and balances from banks and 

other financial institutions – 4,155,651 – 4,155,651 4,230,721 
Current accounts and deposits from 

customers – – 64,591,253 64,591,253 62,785,958 
Debt securities in issue 7,816,165 100,510 – 7,916,675 7,989,043 
Subordinated debt 6,165,256 – – 6,165,256 5,878,752 
 
 
The estimated fair value of all other financial instruments carried at amortized cost approximates their carrying values. 
 
As at 30 June 2017, the following discount rates are used by management to estimate the fair values of discounting 
future cash flows from loans to customers and deposits from customers: 
 
 RUB USD EUR 
Assets    
Loans to customers    
Corporate loans 11.0%-24.0% 6.5%-11.0% 7.5%-8.8% 
Retail loans 10.0%-25.0% 9.0%-18.0% 6.0% 

Liabilities    
Current accounts and deposits from customers    
Deposits from corporate customers 5.8%-10.0% 0.4%-2.2% – 
Deposits from individuals 5.8%-10.0% 0.1%-2.5% 0.1%-1.5% 
 
 
The following table analyses the fair value of certain financial instruments not measured at fair value, by the level in the 
fair value hierarchy into which each fair value measurement is categorised as at 31 December 2016: 
 

RUB ‘000 Level 1 Level 2  Level 3 
Fair  

value 
Carrying 

value 

Assets      
Loans to customers – – 80,689,091 80,689,091 81,979,287 

Liabilities      
Deposits and balances from banks and 

other financial institutions – 5,621,939 – 5,621,939 5,594,400 
Current accounts and deposits from 

customers – – 52,627,328 52,627,328 50,870,476 
Debt securities in issue 18,467,458 700,570 – 19,168,028 19,059,036 
Subordinated debt 6,116,740 – – 6,116,740 6,030,371 
  




