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Independent auditor's report

Translation of the original Russian version

To the sole participant of 000 UBS Bank,
to the Board of Directors of 000 UBS Bank

We have audited the accompanying annual report of OO0 UBS Bank which comprises the
balance sheet as at 1 January 2013, the statement of income for 2012, statement of cash
flows for 2012, statement of capital adequacy, [oan impairment and other provisions at

1 January 2013, information on prudential ratios at 1 January 2013, and the explanatory
note (secfions 1-3, 5.1, 5.3-5.5, 5.8, 6.1, 6.2, 6.4-6.7, 7).

Audited entity's responsibility for the annual report

The management of OO0 UBS Bank is responsible for the preparation and fairness of this
annual report in accordance with rules on the preparation of an annual report established in
the Russian Federation and for the internal control system relevant to the preparation of an
annual report that is free from material misstatements, whether due to fraud or error.

Auditor's responsibiiity

Our responsibility is to express an opinion on the fairness of this annual report based on our
audit.

We conducted our audit in accordance with the Federal Standards on Auditing effective in
the Russian Federation and.International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance that the annual report is free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the annual report. Audit procedures selection depends on our judgment based
on the assessment of the risks of material misstatements of the annual report, whether due
to fraud or error, In making those risk assessments, the auditor considers internal control
system relevant to the entity's preparation and fair presentation of the annual report 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 system.

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 annual report.

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

Rvieibas o .
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Translation of the original Russian version
Opinion

In our opinion, the annual report presents fairly, in all material respects, the financial
position of 000 UBS Bank as at 1 January 2013, its financial performance and its cash flows
for 2012 in accordance with rules on the preparation of an annual report established in the
Russian Federation.

Other matters

As stated in Section 7 of the explanatory note, the Bank management decided not to publish
the explanatory note within the annual report in the printed media pursuant to Instructive
Regulation of the Central Bank of the Russian Federation No, 2172-U, Concerning the
Publication and Disclosure of Information regarding the Qperations of Credit Institutions
dated 20 January 2009. Please note that this audit report on the accompanying annual
report must be read in conjunction with all the reporting forms and the explanatory note,
which constituie an integral part of the annual report. The complete annual report
comprising all reporting forms together with the explanatory note will be placed on the web
page (www.000-ubs-bank.com) which the Bank uses for disclosures, once the annual report
has been approved by the Bank's Sole Participant.

The accompanying annual report is not intended to present the financial position and results
of operations in accordance with accounting principles and practices generally accepted in
countries and jurisdictions other than the Russian Federation. Accordingly, the
accompanying annual repori is not designed for those who are not informed about
accounting principles, procedures and practices applied in the Russian Federation. *

E.V. ZAICHIKOVA
Partner
Ernst & Young LLC

29 April 2013

Detaiis of the audited entity

Name; GO0 UBS Bank

Certificate of State Registration of a Credit Organization No. 3463 issued by the Central Bank of the Russian
Federation on 9 March 2006.

Certificate of entry into the Unified State Register of Legal Entities: No. 1067711001863 issued by the Moscow
Department of the Federal Tax Service on 9 March 2006,

Address: Russia 115054, Moscow, Paveleiskaya square, 2, building 2. 2.

Detalls of the auditor

Name: Ernst & Young LLC

Main State Registration Number 1027739707203.

Address: Russia 115035, Moscow, Sadovnicheskaya nab., 77, building 1.

Ernst & Young LLC is a member of Non Profit partnership "Russian Acdit Chamber" ("NP APR™). Ernst & Young
LLC is registered in the register of audifors and audit organizations of NP APR, number 3028, and also included
in the control copy of the reqgister of auditors and audit organizations, main registration number 10201017420,
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Transiation of the original Russian version

Bank reporing forms

Code of credit instiution (branch)
Registration
Tarritory code Fain slate number {findex
QKATO CKPOD registration b numbear) BIC
45286560000 94496272 1067711001863 34863 44525733
BALANCE SHEET
{publlshad form}
at 1 January 2643
Crexdil institution Limited Liabikty Company UBS Bank
GO0 UBS Bank
(corporate full legal and abbreviated name}
Postal address: 115054, Moseow, Paveletskaya pl., 2, bid. 2. floor 11.
OCUD form code 0409806
Cuarterly f Annyal
RUB thowsand
tNo. ltem At Ihe reporting dale Atlha
corresponding
rapoing date
of the prior year
1 2 3 4
1 AESETE
1 Cash k1] 15#
2 Credit ingttution's balinces with the Cantral Bank of the Rustian Federation 130517 127,164
21 Handatory reserves 59,221 9839
3 Acrounts due Fom credit insbitabons 1089569 19077
4 Het ivestments in secunibes al fir vatoe through proht oe kes 419,502 2,575,697
5 Mt laans recerrable 2351 2,176,726
& Hel investments in recurites and ather fnandy! asse s arailable for ke i 0
6.5 Investmenty i rubsidianes and associates L] 0
¥ Het inrestments in secwnbes had b maturity ] 0
5 Presmises and cquip ible astets and invenor 50% 11433
El Dther azyob 155,911 965,952
10 Total agpels 9,135,593 3BT
- EEI g il WelEnEs . L
11 Loart, deposits and other ameunts due b the Central Bank of the Russian Federation ] )
[¥] {Amaunts due o aedit & k 106,00 1,111 490
13 A chwe b v {non-credit salitutions) 1,120,537 M A0
111 Depatiby of indfmiduals 12742 254
2] Fnandcal Lybikibes at fir value through peolit o kss 140,745 2]
15 Debl asuad [ a
16 [Othver Tabiitie 25 807 805 1
17 Frowisions for kepies under oredit-rela ted commitments, other lorses and transictions with offshore retidenty « o 5
1B Tatal Rabditer 5,133,566 1,364,358
1Tt EQUITY
19 Sharehalders” (participants’) equity 3,450,000 3450
0 Treastry thams [ ]
21 Sham prefrium o 0
F>] Reservm fund 172,500 62,500
3 Fair valua rerveasureimenl of available-for-sala securitios ] 1]
24 Rer son of presmives and equip o i]
2% Retained eamings (woctreered koss) of prios years 911,385 813 857
26 Unutlized probl (ket) for the eporting period 528 B 0708
T 27 Total equily 4005027 4,533,695
Iy, OFF-EALANCE SHEET LIABILITIES
= T —_— iy BEBI77, 5,126 278
2% Guarantees and surebes ssued by crodit instution . [ O]
E7) [ a)
CECQ K R. Schmid
Chiaf Accountant O. N. Rubashko
Seal
Dono by 1. & Ratnikov
Telaphione: 648-73-48
26-Apr-13
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Tiapslation of the orlginal Russian version

Bank reparting lorms
Cadie of credit inslitution {branch}
i'i Regtstration
Tarritory code Main slate number (findex
QHATO CKPQ ragistration number numbar} BIC
A528B560000 94596272 1067711001863 3483 44525733
STATEMENT OF INCOME
[published form)
far 2042
Credit mstitvian Limited Liability Company UBS Bank
Q00 UBS Bank
{corporate full legal and abbraviated nama}
Postat address 115054, Moscow, Pavaletskaya pl . 2, bkd 2, lloor 11.
OCUD form code 409307
Quarterly  Annual
RUB Ihousand
Mo Item For the reporting For Lhe
pariod canesponding
period of Lhe
priot year
1 2 1 1
1 Yol interest income, ukluding income from: Rty M43 450
1.1 |Arreunts due from enedil organizations BT, 544 94,14
12 Loars rrved to {mon-crodit iLations) 7661 19,158
13 Financigl leasa servces 0 ]
14 |Investments in segunices 208,264 235,126
2 Tatyl interest expenses, nduding erpenses on: 96,925 77,125
2 [Amounts dus b crodit insbiutions 59,240 72
22 A due b2 ¢ ¥ (non-credit ] =] T
2 Deb irgued ] ]
] Het interest income (negative interest manging 05,541 24,30
. Tor! change in prevtion for kesset from loans receivabie and simidar debi, placed on ¢ 1? 157
] Nty 5
4.1 'ﬂwhwﬁnhmmmhmlm 0 1)
B Het intenest income {negative mtnrest margin) afier provision for kstes 5578 271,988
[ Het gans from socunites at faw vahse threugh profit o sy “HET 43 544
7 Hel gains from seoumtes ararable for Rl [} )
B et gains from securibes hekd b matunty [ 9
9 Met gains from deafing in foreign curmeney 5,72 273,109
10 Hat gains froem Rareign cumency transtabon 166,598 3100873
11 Trcorme froim cepaty inlarests i other hegal entites ] 9
1z Fee and commizsion income 6,599 2
13 'Fvl.‘ and ComETaiTon eXpenst 13564 26,115 ]
4 Change i prertian for koeses From securities availably For gle g g
1% Change in proviion for ketses from securites held © mabmity 0 o
16 Change in provision For other ke 4 00
17 Crher pperating wwome 29737 53,135
18 Mel income {expente) 621A73 1,140,057,
19 Operating gipensts 1,105 97385
0 Proft (loss} before bar 304 030 260,712
" Tases accroed (pars) 44855 53
2 Prufit (koss) after tax -578 B5) 20708
n Total distributions of profit after L, mcuding: [} 0
22.1 Dustributed anong sharchokdens (particp ) a5 dividend. +] o
232 Afecated o reerve fard o o
N Unutlized profit {ioss) for the reporting period -526 858 parzfy el
CEC K R. Schmid
Chief Accountant O. N. Rubashko
Seal
Done by. 1. A Ratnikov
- Telephone: 648-23-48
26-Apr-13
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T ion of the original Russian versi

Bank reporting ferms

Code of cred:d instilution {branch)
Reqistratan
Temilory code Mein stata number (Andex
CHATO QKPC [EQISATON mATPEr numberk BIC
45286560000 54456272 1067711001853 153 44525733
STATEMENT OF CAPITAL ACEQUACY,
LOAN IMPAIRMENT AND OTHER PROVISIONS
[published form)
at 1 January 2013
Credil instAulion Limuted Liabdty Company UBS Bank
Q00 UBS Bank
{corparate full legal and abbreviated name)
Fostal address: 115054, Moscow, Pavelatskaya pl., 2, bid. 2, fioor 11,
QCUD form code (409308
Cruarterdy 7 Annyal
No. ltermn Althe beginning of | Increase (+«)/ Atthe
the reparting penod | decreass (-} fof |roporting dale
ihe reparling
penod
1 2 ] 4 5
1 Tokal equity feaptal) {RUB thousand], inchuding: 4531345 |- 5298675 4001670
1.1 Share capital of :ﬂdrl institulion. intluding: 3,450,000 - 3,450,000
1.1.1 Nomingl volue o ordinary shares {unilsy 450,000 - 3,450,000
112 Mominal valua of reqislered poefered shares - B .
1.2 Troasury shores - . -
E Shore premium - - -
K Resorva tund of credit institution §2 5{X 110,000 172,500
5 Financial resulls taken (o equity: 1.01B.84 + _B3I8B7S5 770
1.5.1 TKH yoars 413488 g7, 428 911,385
152 reporiing year 204888 |- 797,008 |- 532215
16 Inlanmblc a53als - - -
1.7 i deb! {lean, deposil, bonded laan) - - -
18 Sowrcas (pan of sourcos) of oguily, Lo form which inveslors used inappopriale a3sels - - -
2 |Siahdory eau:ly {capitn ﬂu&g ratio, {percant) 10.0 X 10.0
3 Aciual pital) adequacy rabo, (percent) 132.3 X aa.7
4 Total auual pmvlsims for lossns [F{UB thousand). including: 457 |- 40 417
4. pravision for loans recet and similar dobi - - -
42 proviskon for ather 55815 axposed 10 105503, and other lossos 398 19 457
43 proviston for credd-relaiod commitmants recognizedd on off- ond for futuros
transaclions 58 |- 59 -
4.4 |provision for transaclions with offshora residents. - - -
Sedion Fof referance:
1. Actryal {asdhona! accrual) of 1953 provision for koans
receivable and similar debt in tha reporting period (RUB thousend), ‘
total of 1] . Enchuding due 1o:
1.1. issua of new loans 4] )
12 changeinloanquality 0
1.2. changas In the afficial CBR exmar\ga rate of forgign arrency
tothe rutte 0 ;
1.4. other reasons 0
2. Raversal (reduction} of Jss ptovlslon for lpans
receivable &nd sumidar debl i the reparting parod (RUB Leusand).
tolal of 0 . inchyding due to:
2. write-ofictbxd dobls ___ D y
2.2, kan repaymanl o__ .
Zi.chengemicangqualty . 0
2.4, changes in the oiﬁ(:al CEH axchange raln of forelgn curency
tothoruble __ O
25 cherreasons ____ D . .
CEO K R. Sohmid
Chief Accouniand C. M. Rubazhko
Saal
Done by: L. A Rawnikoy
Telephona: £48-22-48
26-Apr-13
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Translallon of the eriginal Russian verslon

Bank reporting forms

Code of credr insinulion (hranch)
Tetitory code Main state Registratien number
OKATO QRPO ISl Lon numbet {findex number) :]lv
45206560000 54496272 10577 11001863 3452 445257213
INFORMATION ON PRUDENTIAL RATIOS
{published farm)
af 1 January 2013
Credd instaulion Lunted Lidbddy Company UBS Bank
OO0 UBS Pank
{corporate tull legal and abbrevated name)
Poatal address: 113054, Moscow, Paveletskaya pl, 2, tid 2, floar 11
OCUD form cods GAD9813
Annual
Pereent
to Indicatat Statutory hmit Artuaf value
At the 1eporting date Al tho previous
mn ing datn
1 2 k] 4 5
h] Equay {capdal) adequacy for bank (N1} 103 98.7 1323
Equity (capital) adequacy for non-banking credd ir 2 Jots to 4 fer unds without
2 opening bank accounts and to pefform any olher related bankng Lrapsactions (N1.1)
3 Instant guidity ratio {N2) 15.0 101.6 104.0
4 Curtent liquiday ratio (M3} 50.0 176.9 725.4
5 Long-tetm liguidRy ratio {N4) 120.0 0.0 0.
6 |Maximum risk per borrower o 26, |Masimum 7.1 ] 9.1
group of retated bortowers [NE) Minkmum 0.0 Minimum 0.2
7 Maximum Jarge credd risk (N7) B00.0 12.0 76
8 Maxynum ameunt of loans, bonk guaraniees and sureles ssued by the bank (o ts
Jgnn:imnm [sharehoidars) (NG 1) 50.0 0.0 0.0
] Aggreqate nsider cak (N10.1) 10 0.0 2.0
10 Share of equety (capital} used to puithase shares finlerests) in clhet legal eotdies (N12) W0 0.0 00
1 Ratio of liquid azsels maturing wilhkn the neat 30 calondar days to total liabities of paymant-
processing non-banking credit Instdution (K15}
Equety {capital} adeq for non-banking credit i ¥ led to fundgs without
12 opening bank accounts and to perform any ether rolaled bankng ransactons (M19.1)
13 Maximum aggregate loans to customers who are parlics lo seilements for complatng the
Isettiements (N161
14 Credis ssued to by by pay esstng non creak n s name
and of ks nse sroluding customers who arm parties to ssitlements (N16.1}
15 Minkmum ratio of mertnage-backed loans sued to egquity (caphal) (IN17)
15 Minlknum ratio of mertgage value to mordgage-backed bonds (N168)
Maxkmum ralic of an msuer credit nsitution's total liabilties to creddors whe, accordng to
fesera! laws, have priwity in satistying Lheir claims on holders of morngege bonds, 10 equity
17 teaptal) (M19) , ]
CEC K. R Schmig
Chiaf Accourlant 0. H. Rutmashko
Seal
Done by: 1 A Ratnlkes
Telephons: 6462345
28-Apr-12
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Translation of the original Russian version

Bank reporting forms

Code of credit Institution (dranch)
Regislmation
Temlory code Kain slale number {findex
OKATO QKPC registration number number) BIC
45286560000 244096272 1067711001863 463 44525733
STATEMENT OF CASH FLOWS
[published form)
for 2012
(reporling yoar)
Credit institulion Limited Liability Company UBS Bank
000 UBS Bank
{corporale Iull legal and obbreviated name)
Pastal address: 115054, Moscow, Pavetelskaya pl., 2, bld. 2, flaes 11,
0CUD form code 0409814
Quanerly } Annual
RUB thousand
Na, item Cash Mlows for the | Cash Nows for
reporling perod the prior
reparing period
1 2 3 Fl
1 Nel cash provided by {used in) operating aclivilies
Tolal cash provided by (used in) operating aciivilies before changes in operaling assets and
3.1 liablilies, including. - 658,520 |- 158,839
1.1.1 linteresl recehved 422,326 355425
1.1.2 Inleres| pakd - 98,718 |- 77,025
1.1.3 Fees and commissions received 8.569 7.969
1.1.4 Fees and ¢ [a8] poig - 33864 |- 2B.115
1.1.5 Gains less losses from financial assels at fak value through profi or 1039, available for sale - 48280 |- 53.081
1.1.6 Gains less losses from securitas held to maturity - B
7 Gains fess lgsses from denling In foreign currencies . 45792 |- 273,109
1.8 Other cperaling i 282,228 831,180
3.9 Qperating expenses - 1,100,181 |- 882,135
1.4.10 Income fax expense (refund) - 44 855 |- 35,978
1.2 Tolal increase (decrgase] in net cash from operaling assets and fabibties. including: 1,773693 |- 2,248,794
Nelinerease [decrease) in mandatory cash balances with the Cenlral Bank of the Rugsian
1.2 ederalion 2418 36,641
1.2.2 Ne! increase {decrease) In invesimeants in secunities al falr value through prolit or foss 2139372 B35.220
1.2.3 Net increase (decrease} in loans recefvable - 5,176,004 763.430
.24 Nel ingrease (decrease} in other a5sels 782,852 33,123
MNel increase (decrease) In loans, deposits and other amounts due 10 Lhe Cenlral Bank of the Y
1.2.5 Russian Fedoralion . . .
1.26 el increase (det ) in amounis due to alher credi instilutions 2972946 |- 2685812
127 et increase {decrease) in amounls dus Lo cuslomers {non-credil inslilutions) 9355810 J- 1,330,385
128 2t increase {decreasa) in financial Kabiliies al falr valug through profit or Joss 40.748 -
i.29 Net increase (decrease) in debl Issued - -
1.2.10 Nel increase (decrease} in other lisbiliies - 24489 |- 19,227
1.3 Total for seclion 3 (fne 1.1 + line 1.2) 1115133 |- 2,505,633
2 Nel cash provided by {used In} investing activities
21 Purchase of securities and other ingncial assets desipnated as available-for-sale - -
Proceseds from sale and redemplion of securities and other fmancial assets designaled as
' 2 available-for-sate - -
E Purchase of securilies designaled as heid-lo-maturity - -
4 Proceeds from redemplion of securilies designated as held Lo maturity - -
iPumhase of premises and equipment, angible assets and invenlories - 22344 |- 6,581
. I ds from sale of premises and equipmedil, inlanglble assals and invenlories - 151
2. iwid) received - -
2.8 Total for section 2 {sum of nes from 2.7 through 2.7} - 2344 |- 6.420
3 Nel cash provided by {used in) financing activilies
3.1 Conlibuions of shanzholders {participanis) lo share capital - 2.200.000
¥ Purchase of treasury sharas . B
3.3 Sale of ireasury shares - -
3.4 Dividends paid - -
3.5 Total for section 3 (sum of fines from 3.1 through 3.4} - 2,200,000
Effect of changes in official CBR exchange rales of forelgn curmencies 10 ruble on cash and
4 cash equivalents . 13,138 10,737
5 Increase {decrease} in cash and cash equivalents 3,099,851 |- 301,318
5.1 Cash and cash equivalenta af the beginning of the reporiing year 49,124 350,440
52 Cash and cash equivalents at the end of Lhe reporting year 1,148,775 49,124
CEOQ K. R. Schmid
Chlef Aczounlanl 0. N, Rubashko
Seal
Done bz 1. A. Ratnixov
Telephone: 648-23-48
28-Apr-13
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Translation of the original Russian version

Abbreviated corporate name of the credit organization
00Q UBS Bank, Registration No. 3463

Explanatory note
to the 2012 annual report of 000 UBS Bank

1. Significant information on the credit institution

Q00 UBS Bank (Limited Liability Company) (hereinafter, the "Bank”) was established in
March 2006 and obtained Banking License No. 3463 from the Central Bank of the Russian
Federation on 6 June 2006.

The Bank holds license No. 3463 issued by the Central Bank of the Russian Federation on 4
August 2010 to raise deposits in rubles and foreign currency from individuals.

The Bank holds the following licenses of a professional securities market participant issued
by the Federal Financial Markets Service (FFMS of Russia):

- for custody activity - No. 177-12414-000100 dated 30 July 2009 - unlimited;
- for broker activity - No. 177-12405-100000 dated 30 July 2009 - unlimited;
- for dealer activity - No. 177-12408-010000 dated 30 July 2009 — unlimited.

The Bank's activities are regulated by the Central Bank of the Russian Federation
{hereinafter, the "CBR").

The Bank's sole founder {participant) is UBS AG, a bank established and operating under
the laws of Switzerland. The Bank operates in line with the Participant's requirements,
including those that determine its range of operations, fee policy and methodology for
assessing risk exposure. . *

At 1 January 2013 and 1January 2012, the Bank was a member of the UBS AG banking
group, Switzerland.

At 1 January 2013, the Bank had no branch offices. During the reporting period the Bank
employed on average 111 staff (2011: 105).

In 2012, the Bank continued providing services to its corporate customers, such as
accepting deposits from corporate customers, opening and maintaining accounts, making

settlements on behalf of the corporate customers, including correspondent banks.

In 2012, the Bank continued to provide brokerage services to corporate clients, and
engaged in transactions on its own behalf and at its own expense. These transactions included
foreign exchange, lending and deposit transactions with the CBR and in the interbank market,
as well as transactions to purchase and sell corporate and government bonds,

In 2012, the Bank continued developing its investment banking business through an
increase in the headcount of the Investment Banking Department and Wealth Management
Department. Within this business line the Bank provides M&A, debt restructuring and other
consulting services across the capital market.

At 1 lanuary 2013, the total value of the Bank's securities portfolio at fair value through
profit or loss equaled RUB 280.8 million {2012: RUB 2,575.7 million).

10
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Transiation of the original Russian version

Since August 2010, the Bank has been a member of the obligatory individual deposit
insurance system applied to individual deposits with Russian banks and is included in the
register of the banks participating in this system under registration number 982.

At 1 January 2013 and 1 January 2012, the Bank had no credit ratings of its own.

At 1)anuary 2013, the composition of the Bank's Board of Directors was as follows:
- - Nicholas Jordan, Chairman of the Board of Directors;
- - Kurt Rohert Schmid, Member of the Board of Directors;
- - Piers Maynard, Member of the Board of Directors;
- - Gregg Rohins, Member of the Board of Directors.

Members of the Board of Directors hold no interest in the share capital of the Bank.

At 1 January 2012, the compasition of the Bank's Board of Directors was as follows:
- - Nicholas Jordan, Chairman of the Board of Directors:

- Steven Meehan, Member of the Board of Directors;

- Dutta Ritesh, Member of the Board of Directors;

- Kurt Robert Schmid, Member of the Board of Directors;

- Piers Maynard, Member of the Board of Directors;

- Gregg Rohins, Member of the Board of Directors.

In 2012, two members left the Board of Directors.

The sole executive body of the Bank is representeq by Kurt Robert Schmid, Chairm@an of
the Executive Board.

The Chairman of the Executive Board holds no interest in the share capital of the Bank.
At 1 January 2013, the Bank's Executive Board was composed as follows:

- - Kurt Robert Schmid, Chairman;

- - Rubashko Oleg Nikolaevich, Chief Accountant;

- - Dufour Natalia Georgievna, Deputy Chairman of the Executive Board.

In 2012, there were no changes in the composition of the Bank's Executive Board.

11
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Translation of the original Russian version
2. Operating environment

Russia continues economic reforms and development of its legal, tax and regulatory
frameworks as required by a market economy. The future stability of the Russian economy is
largely dependent upon these reforms and developments and the effectiveness of economic,
financial and monetary measures undertaken by the government.

The Russian economy is vulnerable to market downturns and economic slowdowns
elsewhere in the world. The global financial crisis has resulted in uncertainty regarding further
economic growth, availability of financing and cost of capital, which could negatively affect the
Bank's financial position, results of operations and business prospects. Management believes
it is taking appropriate measures to support the sustainability of the Bank's business in the
current circumstances.

The existing Russian tax, currency and customs legislation allows for various
interpretations and is subject to frequent changes. Additional problems are posed by the
imperfect regulatory framework and shortcomings of the legal and fiscal systems.

While management believes it is taking appropriate measures to support the sustainability
of the Bank’s business in the current circumstances, further deterioration in the areas
described above could negatively affect the Bank’s results and financial position in a manner
not currently determinable.

The new Russian transfer pricing legislation came into force on 1 January 2012, which allows
the tax authority to apply transfer pricing adjustments and impose additional profits tax and VAT
liabilities in respect of all "controlled” transactions if the transaction price differs from the
market price. Controlled transactions include transactiohs between related parties and certain
transactions with unrelated parties that are considered the same as controlled transactions.

Liability of proof the arm's length nature of the applied prices is imposed on taxpayers.
These rules are applicable not only to transactions entered into in 2012 but also in prior fiscal
periods where related income and expenses are recognized in 2012 {excluding certain types of
transactions). Special transfer pricing rules apply to transactions with securities and financial
instruments of futures transactions.

In 2012, the Bank determined its tax liabilities arising from these "controlled" transactions

" using actual transaction prices. Management believes that the Bank fully complies with

transfer pricing rules.

There is currently no approach to consider new transfer pricing rules existing in the Russian
Federation.

The Bank will submit to the Russian tax authorities a duly executed report on controlled
transactions and prepare relevant transfer pricing documentation related to the controlied
transactions within the established timeframes.

At 31 December 2012, the Bank management believes that its interpretation of the
relevant tax legislation is appropriate, and that the Bank’s tax, currency and customs positions
will be sustained, thus allowing to avoid expenses resulting from additional taxes, interest and
penalties.

12



Translation of the original Russian version

3. The Bank's operations having the most effect on its financial performance and
information on the Bank's operations in different geographical regions

The most critical transactions for the Bank's 2012 financial result included those performed
in the government and corporate securities market and the currency market.

Key expense items affected the financial result included staff costs (2012:
RUB 785.9 million, 2011: RUB 605.0 million).

The Bank engaged in transactions in the interbank lending and deposit market primarily to
invest in securities.

The majority of interbank market transactions were aimed at raising funds.

In 2012, the Bank's strategic development area was consolidation of efforts in order to
provide integrated financial services. The Bank focused on developing new products, and
increasing the volume and profitability of its operations.

In 2012, the Bank offered its clients the following bank products:
- settlement services;
- term deposits denominated in rubies and foreign currency;
- conversion transactions;
- currency control;
- advisory services on debt restructuring;
- M&A transactions support;
- tradein bonds;
- swap operations;
- interbank deposit and lending operations in international and domestic markets;
- brokerage services;
- custody services.

2

In 2012, the Bank's priority projects included:

- Optimizing processes and operational infrastructure. The project is aimed at
optimizing and enhancing the Bank's existing automated systems;

- Developing operations with non-deliverable forwards with Russian
counterparties/ customers.

13



Translation of the original Russian version

4. Information on the Bank's development prospects (unaudited)

The Bank's strategic development area for 2013 will be further consolidation of efforts
aimed at the provision of integrated financial services.

The sole Bank's participant {UBS AG} declared on significant acceleration of implementing
its global strategy. The implementation of this strategy envisages that UBS AG business will be
less intensive in part of use of capital and balance, means increase in cash flow and will be
focused on the customers to enhance value for shareholders. In particular, UBS AG as a
member of the Investment Bank will focus on traditional types of business such as providing
advisory services on the capital markets, analytics, transactions with securities, currency and
precious metals and discontinue operations with fixed income, which have become
economically inexpedient as a result of change in regulatory environment (Basel 111} and
movements in the global financial markets.

While the Accelerated strategy is a global UBS AG strategy, the Bank is currently
negotiating with its sole participant on refocusing of the Bank's strategy in compliance with
the strategy of UBS group. Currently no specific decisions on the Bank's strategy modification
have not been made yet. However, in any case any significant change of the Bank's strategy
will be reflected in the new version of the Strategic Plan of the Bank.

14
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Translation of the original Russian version

5. 5ignificant information on the Bank's financial position

5.1 Summary of risk concentration areas related to various bank transactions

The Bank's key risks include: market risks (equity risk, currency risk, interest rate risk},
credit risk, operational risk, liquidity risk, legal, reputational and strategic risks.

The Bank's principal active transactions that ensure its financial result include sales-
purchases in the government and corporate securities market, transactions in the interbank
lending market and Forex transactions.

Therefore, the credit, market and currency risks are the most relevant for the Bank.
In the course of active transactions the Bank is also exposed to liguidity risk.

Operational risk is the risk of direct or indirect losses as a result of weaknesses in the
Bank's internal processes, actions of employees and information systems or due to external
events.

The Bank's risk management is based on a comprehensive assessment of all types of risks
according to the risk profile, transaction specifics and risk appetite using a uniform ang
consistent approach for decision-making at all ievels of corporate governance.

The Bank's Strategy for Managing Banking Risks determines the principal risk management
approaches and areas.

-
r

Risks are managed on the basis of internal regula.tiOns developed and approved by the
Bank.

Traditionally, the Bank follows prudent risk management policies.
The Bank applies a three-tier risk management system.

The Bank’s major risk management objectives are as follows: determine and analyze risks
(1 level), Assess whether the risk level is acceptable and reasonable, estimate (measure}

. certain types of risk {2 level), ensure a swift and adequate response aimed at preventing or

mitigating the risk [monitoring and control} (3 level).

In order to identify timely potential negative events, the Bank performs a complex of
measures along various business lines depending on the type of risk.

To analyze the country risk, the assets and liabilities are classified according to the
counterparty's country of incorporation.

The geographical concentration of the Bank’s assets and liabilities at 1 January 2013 is set
out below:

RUB'000 Russia ais DeveloFed ln.cluding Othe_r Total
countries Switzerland | countries
ASSETS
Cash 361.0 - - - 361.0
Credit institution's bafances with 130,612.0 - - - 130,612.0
15
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Translation of the original Russian version

the Central Bank of the Russian
Federation

Including mandatory reserves 69,421.0 - - - 69,421.0
Amounts due from credit 1,746.0 1,087,223.0 |  933,181.0 -|  1,088,565.0
institutions

Financial assets at fair value 280,829.0 138,703.0 |  138,703.0 - 419,532.0
through profit or loss

Net [pans receivable 945,132.0 6,390,000.0 6,390,000.0 - 7,335,132.0
Net investments in securities and

other financial assets available - - - - -
for sale

Net investments in securities

held to maturity - - - B -
?remls‘es and equ:pmfent, _ 8,076.0 _ _ _ 8,076.0
intangible assets and inventories

Other assets 102,007.0 53,904.0 51,151.0 - 155,911.0
TOTAL ASSETS 1,468,763.0 7,669,830.0 7,513,035.0 - 9,138,593.0
LIABILITIES

Amounts due to credit 3,846,074.0 - - —| 38460740
institutions

Amounts due to customers 1,060,217.0 12,800.0 12,783.0 | 47,920.0 1,120,937.0
including deposits of individuals 629.0 12,113.0 12,113.0 - 12,7420
Financial |Iab.lllt185 at fair value 132,906.0 7,842.0 7.842.0 _ 140,748.0
through profit or loss

Other liabilities 25,721.0 86.0 82.0 - 25,807.0
Provisions for potential losses

under credit-related

commitments, other potential - - - - -
losses and transactions with

oftshare residents N

TOTAL LIABILITIES 5,064,918.0 20,728.0 20,707.0 | 47,920.0 5,133,566.0
(;rel‘:!!t‘lnstltutlon‘s irrevocable 20,817,632. 18,120,745. 18,120,745.0 B 38,938,377.0
liabilities 0 0

Guarantees and sureties issued
by credit institution

At 1 January 2013, the Bank's loan portfolio consisted only of interbank loans.

At 1 January 2013, net loans receivable amounted to RUB 7,335,132.0 thousand.

The geographical concentration of the Bank’s assets and liabilities at 1 January 2012 is set

~ out below:
RUB'000 Russia CIs DEVEIOPEd In'l:ludlng Othe_r Total
countries Switzerfand | countries
ASSETS
Cash 154.0 - - - 154.0
Credit institution's balances with
the Central Bank of the Russian 127,164.0 -~ - - 127,164.0
Federation
Including mandatory reserves 91,839.0 - - - 91,839.0
Amounts due from credit 7.377.0 11,700.0 11,366.0 - 19,077.0
institutions
Nt_et investments in sec!..urltles at 2,575,697.0 _ _ _ 2,575,697.0
fair value through profit or loss
MNet loans receivable 675,352.0 1,503,374.0 | 1,503,374.0 - 2,178,726.0
Net investments in securities and - - - - -
16
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Translation of the original Russian version

[ other financial assets available
for sale

Net investrents in securities
held to maturity

Premises and eguipment,

. . - . 11,433.0 - - 11,433.0
intangible assets and inventories

Other assets 902,315.0 83,677.0 78,996.0 985,992.0
TOTAL ASSETS 4,299,491.0 1,598,752.0 | 1,593,736.0 5,858,243.0
LIABILITIES

Amounts due to credit 300,000.0 81,4400 |  811,440.0 1,111,440.0
institutions

Amounts due to customers 123,227.0 81,582.0 8,622.0 204,809.0
Including deposits of individuals 667.0 6,857.0 6,857.0 7,524.0
Cther liabilities 47,579.0 471.0 181 48,050.0

Provisions for potential losses
under credit-related
commitments, other potential 59.0 - - - - 59.0
losses and transactions with
offshore residents

TOTAL LIABILITIES

Credit institution's irrevocable
liabilities

Guarantees and sureties issued
by credit institution

470,865.0 - 893,493.0 820,243.0 - 1,364,358.0

4,679,586.0 - | 1,446,692.0 | 1,445,692.0 - 6,126,278.0

At 1 January 2012, the Bank's loan portfolio consisted of interbank loans and receivables
from Russian resident banks relating to cash provided under reverse transactions with
securities without recognition of the acquired securities (repurchase transactions).

At 1 January 2012, net loans receivable amounted to RUB 2,178,726.0 thousand.

kd

5.2  Description of the credit risk, liquidity risk, market risks (including currency, interest
rate and equity risks), legal, strategic, operational and reputational risks (unaudited)

Credit risk

' The credit risk that the Bank is exposed to primarily arises from interbank lending
transactions and placing funds in nostro accounts. When placing idle cash, the Bank follows
extremely conservative policies using only the CBR (for Russian rubles} and UBS AG (for foreign
currency) as correspondent banks. The Bank places a small amount of cash with NKO NSD for

" the purpose of making settlements.

The Bank's strategy for lending in the interbank market is to assure strict compliance with
limits subject to approval by the Bank's Credit Committee. The Bank has established limits for
Alfa-Bank, Bank of Moscow, VTB, Globexbank, NOMOS-Bank, Nordea Bank, Promsvyazbank,
Raiffaisenbank, and Transcreditbank which have a high individual credit rating attributed by
international rating agencies. Besides, the Bank has set limits for many counterparties under
reverse repo agreements and foreign exchange transactions for a period of up to one year.
The Bank may not enter into transactions {unless fully prepaid) with counterparties (except for
UBS AG} for which no limits have been set. In addition to concentration risks, the Bank limits
portfolio risks by monitoring sensitivity of change in aggregate position to interest rates on
assets and liabilities.

17
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Translation of the original Russian version

In executing transactions involving securities, the Bank does not invest in equity securities
making investments in debt securities only on the basis of a very careful issuer selection
procedure and aiming at a reasonable risk-return tradeoff within the entire portfolio and its
segments. Tools used for the day-to-day management of portfolio structure inctude limits on
nominal value and those in the form of Credit Delta factor. The latter shows a maximum
change in the market value of a portfolio resulting from change in the market value of the
issuer's portfolio securities, by 1 basis point. Thus, application of the Credit Delta factor helps
include in the portfolioc only low volatility securities, and makes portiolio movement
predictable. In addition, even given low volatility of the portfolio, its aggregate nominal limit
should not exceed USD 150 million. The maximum Credit Delta factor for the entire portfolio is
capped at USD 30 thousand; further within the portfolio cap, the Bank sets individual Credit
Delta factor limits per category of issuers (sovereign, quasi-sovereign and corporate) to avoid
excessive concentration of investment in debt instruments of one category of issuers (these
limits, in turn, can be further capped by risk levels per borrower or a group of related
borrowers set by the CBR).

The Bank enters into conversion and foreign currency transactions mostly at
CISC JSCB National Clearing Centre and with UBS AG. Transactions with other counterparties
are strictly subject to the availability and scope of the approgpriate limit. The Bank does not
accept currency risk from foreign currencies other than the US dollar and Euro — all conversion
transactions in other currencies are hedged via UBS AG. The Bank limits aggregate currency
risks by monitoring sensitivity to change in the currency position from volatility of currency
pairs underlying assets and liabilities.

Since at 1January 2013 all loans receivable and similar debt was included in risk group 1,
this debt was not provided for. . k

In 2012, the Bank made a provision for potential losses on other assets, amounting to RUB
417.0 thousand (2011: RUB 457.00 thousand, including RUB $9.0 thousand - for potential
losses under forward transactions).

In 2012, the Bank made a provision for potential losses on funds placed on correspondent
accounts with Citibank included in risk group 2 amounting to RUB 17.6 thousand {2011:
RUB 54.9 thousand).

Since there were no claims against off-shore residents at 1 January 2013 and 1 January
2012, no corresponding provisions were created in relation thereto.

Market risk
Market risk is the risk of financial loss which the Bank may suffer due to unfavorable
changes in the value of financial instruments as a result of equity, currency or interest rate risk

factors.

The Bank's market risk management system allows the Bank to identify, measure and
control the risk exposure on a timely basis.

18
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Translation of the original Russian version

For every financial instrument exposed to market risk, the Bank calculates its sensitivity to
changes in the general market risk factors, e.g., the sensitivity of debt securities to interest
rate changes or sensitivity of share options to changes in the stock index. A risk factor is
determined as a market variable the movement of which can result in a gain or loss on a
financial instrument.

To manage and control the market risk and to estimate for internal purposes hypothetical
potential losses, the Bank discloses details of possible financial loss calculated using the
Value-at-Risk {VaR) model. For the purpose of internal control, the Bank additionally uses the
worst scenarios data or stress-testing, risk concentration analysis, monitoring of qualitative
and guantitative parameters.

VaR and stress-testing methods of assessing the market risk to which the securities
portfolio is exposed are supplemented by an analysis of risk concentration and additional
limits. Where standard limits do not meet the portfolio risk control criteria, the Bank sets
limits on the level of risk exposure and for the purposes of regulating specific risks.

The Bank's Risk Management Committee may establish additional limits on specific
securities portfolios, portfolio segments, classes of assets and financial products.

The Risk Management Committee may also limit the risk exposure with regard to
sovereign states. No limit is established for Russia.

The Risk Management Committee may set and change risk exposure limits following a
change in market conditions, including a deterioration of the market's liguidity.
x
All measures related to measuring and monitoring market risk exposures and controlling
compliance with established risk limits are performed by Bank divisions structurally
independent from front office units which are engaged in operations involving the acceptance
of risk exposure.

Such segregation of authority to accept risk exposure and assess risks between the Bank's
units is aimed at avoiding potential conflicts of interest and is in line with existing international

practices.

Operational risk

Operational risk is the risk of loss resulting from inconsistency of rules and procedures of
banking and other transactions to the nature and scope of the Bank's operations, breach of
the same by the Bank's employees and/or other persons {through inadvertent or deliberate
action or omission to act), inadequacy (insufficiency} of functionalities (specifications) of
information, technology or other systems used by the Bank and/or failures {(malfunctioning}
thereof, including due to external events,

The source of operational risk is the Bank's operating activity (business processes,
procedures (including management procedures), technologies and systems, including data
processing systems, internal control systems and procedures), personnel and external
processes and events which can result in the operational risk being realized.

19
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Translation of the original Russian version

Key operational risk management principles are determined in the Bank's internal
regulations.

To prevent increased exposure, the Bank monitors operational risks on a regular basis.
Monitoring consists in reviewing the operational risk parameters determined for the Bank's
business units.

For the purpose of effectively managing operational risks, the Bank

- - ensures that its capital adequacy level is in compliance with the requirements of
regulatory authorities with regard to operational risks;

- - where possible, insures potential losses from operational risks which are either
beyond the Bank’s control or which can result in losses critical for the Bank.

The Bank developed and approved the following internal regulations intended to prevent
operational risks and reduce potential financial losses:
- - job descriptions of the Bank's employees
- internal regulations, methods, rules and procedures of banking operations and other
transactions;
- -regulation on confidentiality;
- - organizational structure of the Bank, segregation and delegation of authority,
functional duties, interaction procedure between departments;
- - other documents aimed at preventing operational risks.

The Bank performs self-assessment of its operational risk management through reviews
conducted by its internal control function.

1)

Liguidity risk

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when
they fall due under normal and stress circumstances. To limit this risk, the Bank's Sole
Participant endeavors to arrange access to diversified funding sources. The management of
the Bank manages assets with liquidity in mind and monitors future cash flows and liquidity on
a daily basis.

With the support of the Sole Participant the Bank is currently managing the liquidity risk by

. complying with the liquidity ratios established by the CBR.

The Current Liquidity Ratio (N3) is calculated in real time. On a daily basis, the Bank
maintains established ratios of assets to liabilities of a certain degree of liquidity {based on
contractual maturities). The Risk Control Department is responsible for implementing this
method.

To increase the level of its autonomy in planning liquidity, the Bank is developing and
introducing a method of calculating balance sheet liquidity gaps with a breakdown by standard
time intervals and currencies, determining liquidity gaps for these parameters when liabilities
related to delivering liquid funds exceed assets, and calculating the replacement value of such
funds based on a penalty interest rate which represents the credit spread above the risk-free
rate of return curve multiplied by the respective interval size.
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Transiation of the original Russian version

Strategically the Bank plans to implement a quantitative approach to managing its liquidity
risk. The approach will be also based on assessing the changes in the cost of funding liquidity
gaps by estimating the liquidity gap sensitivity to changes in the interest rate in different
currencies and with different maturities subject to a given confidence level and a certain time
interval. To achieve the objective, the Bank plans in the future to introduce a method of
calculating balance sheet liquidity gaps with a breakdown by standard time intervals and
different currencies, determining liquidity gaps for these parameters when liabilities related to
delivering liquid funds exceed assets, and calculating the replacement value of such funds
based on a penalty interest rate which represents the credit spread above the risk-free rate of
return curve multiplied by the respective interval size.

The Bank's Risk Management Committee may act and decide on managing and controlling
the liquidity risk.

As a result of its balanced approach to managing liquidity, the Bank is able to meet its

obligations in full at any given moment and to comply with all liquidity ratios established by
the CBR.

At 1 January 2013, the Instant Liguidity Ratio (N2} was 101.6% (1 January 2012: 104.0%),
and the Current Liquidity Ratio {N3) was 176.9% (at 1 January 2012: 725.4%).

Legal risk and reputational risk

Legal risk is a risk of losses which the Bank may incur due to unfavorable changes in the
legislation, incorrectly prepared documents, non-compliance with laws, regulations, and
contractual provisions, misleading legal advice provided-to the bank.

The main purpose of legal risk management is to ensure adoption of appropriate
managerial decisions regarding a specific business line which would mitigate the Bank's legal
risk exposure in general.

The Bank manages legal risk by identifying and assessing the legal risk, monitoring the
effective legislation, controlling and/or mitigating the legal risk.

To determine the legal risk level, the Bank assesses:

- - significant changes to effective laws and regulations;

- - status of contractual relations with principal counterparties;

- -the number of complaints and claims lodged against the Bank;

- - the contents of the complaints and claims, contested amounts and potential
sanctions;

- - the volume and value of cash settlements made by the Bank pursuant to court
resolutions (rulings);

- - cases of law infringement by the Bank;

- - measures applied to the Bank by regulatory and supervisory authorities;

- - other events which according to the Legal Department can affect the level of legal
risk.

The Bank's Legal Department ensures that the Bank complies with the legislation of the
Russian Federation.
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Translation of the original Russian version

The Bank applies the following methods to mitigate its reputational risk:

- - continuously monitors compliance with Russian legislation, including laws on bank
secrecy and internal controls aimed at preventing money laundering and financing
terrorism;

- - analyzes the impact of reputational risk factors on the Bank's activity in general;

- - ensures timely settlements upon instructions of the Bank's customers and
counterparties, pays out deposits, interest on deposits and performs settlements
on other transactions;

- - monitors the business reputation of the Bank's Soie Participant and affiliates;

- - controls the fairness of the financial statements and other published information
provided to the Sole Participant, customers and counterparties, regulatory and
supervisory authorities and other stakeholders, including information provided for
advertising purposes;

- continuously monitors changes in the Russian legislation and regulations issued by
Russian government bodies;

- - ensures that employees of the Bank constantly improve their skills and
qualifications;

- - introduces control procedures required for international financial institutions,
including those provided for by the Sarbanes-Oxley Act;

- - informs all Bank employees of compulsory legislative requirements and
international business regulations and standards by means of annual obligatory
performance assessment procedures in the form of online express training and
testing courses;

- - analyzes third-party complaints and claims to the Bank by content and amount
(number of claims, contested amounts, possibility of sanctions being applied by
third parties under such claims ). '

The reputational risk is identified and assessed on a continuous basis.

The Bank's Compliance Department as well as engaged third parties and experts from the
UBS Group continuously monitor the business reputation of the Bank, its Sole Participant,
affiliates, subsidiaries and related parties.

Strategic risk

Strategic risk is a risk of losses which the Bank may incur as a result of mistakes in making
decisions crucial for the Bank's activities, namely in terms of: market positioning, determining
the Bank's competitive strengths and weaknesses, choosing priority areas of activity,
determining development strategies for business lines and the Bank in general, selecting key
performance indicators and target levels to be achieved,

To mitigate the risk, until the forth quarter of 2012 the Bank relied on its Strategic
Development Plan covering the period until the end of 2012 -2015. The Bank's 5Strategic
Development Plan is currently being revised due to the decision of the sole participant to
change global development strategies, including in the emerging markets.
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Translation of the original Russian version

Generally, the strategic plan covers a three-year period. It can be adjusted depending on
the economic situation, priorities and objectives, as well as other factors. The Board of
Directors reviews the report on the status of the Strategic Plan implementation at least

annually.

The above documents are approved according to the adopted procedure, and the Bank
relies on them in its activities.

Strategic risk can arise due to:

mistakes in making decisions determining the Bank's operational and development
strategy;

incorrect determination of priority areas where the Bank can achieve competitive
advantages;

absence of managerial decisions that could contribute to achieving the Bank's
strategic goals;

insufficient resources, including financial, material and human, to achieve the
Bank's strategic goals.

The Bank has set up a special working group in charge of developing and monitoring
implementation of the Bank's strategic and current business plans.

The Bank engages highly qualified employees in the strategic planning process.

To mitigate the strategic risk, the Bank:

segregates the decision-making authority of its management bodies;
controls that the adopted decisions are carried out;

standardizes its main banking operations and transactions;
establishes internal procedures for approving changes to internal documents and
decision-making processes;

performs SWQT-analysis;

develops and controls the implementation of strategic business plans;

continuously monitors changes in the Russian legislation and effective regulations
in order to identify and prevent strategic risks;

monitors the banking services market in order to identify potential new areas of
activity for the Bank and to set new strategic objectives;

monitors resources, including financial, material and human, required to achieve
the Bank's strategic objectives, ensures that employees of the Bank constantly
improve their skills and qualifications in order to identify and prevent strategic
risks.

o*
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Translation of the original Russian version

5.3 information on the credit institution's related party transactions

Transactions with Bank's related parties as of 1 January 2013 are disclosed below:

Key Other
RUB'000 Parent company manageme related
nt parties
personnel
Amounts due from credit institutions 933,181 - -
Qther assets 46,831 2 331
Net loans receivable 6,390,000.0 - -
of which overdue - - -
Amounts due to non-credit organizations - 12,113.0 | 1,103,358.0
Other liabilities - B2 -
Credit institution's irrevocable liabilities 18,120,745.0 —| 1,147,778.0
Transactions with related parties are made at standard, arm’s length, terms.
Income and expense items with related parties for 2012 are disclosed below:
Ke Other
RUB'000 Parent manageyment related
company .
personnel parties
Interest income 155,294.0 - -
Interest expenses 4,626.0 614.0 74.0
Including interest on loans from customers {non-credit institutions) - 614.0 74.0
Net gains from dealing in foreign currency -1,014,563.0 - 72,095.0
Other gperating income 205,189.9 - —
Transactions with Bank's related parties as of 1 January 2012 are disclosed below:
Key Other
RUB'000 Parent company | management related
personnel parties
Net loans receivable 1,503,374.0 - —
of which overdue - - -
Amounts due to customers {(non-credit organizations) - 6,857.1 192,077.9
Transactions with related parties are made at standard, arm’s length, terms.
Income and expense items with related parties for 2011 are disclosed below:
Key Other
RUB'0CO Parent company | management related
personnel parties
Interest income 4,414.0 - -
Interest expenses 31,7160 100.0 125.0
Including interest on loans from customers (non-credit institutions) - 100.0 125.0
Net gains from dealing in foreign currency -948,042.4 — 171,062.8
Other operating income 817,855.0 - -
24 -
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Translation of the original Russian version

5.4  Summary of off-balance sheet liabilities of the credit institution

The Bank had no credit-related contingencies as of 1 January 2013.

The Bank had no term transactions that did not require delivery of the underlying asset
{non-deliverable transactions) as of 1 January 2012 and 1 January 2013.

Due to entry into force of Regulation of the CBR No. 372-P Concerning the accounting
treatment of derivative financial instruments since 1 January 2012, the Bank recognized in the
accounting policies the criteria for transaction recognition as derivative financial instruments.

Derivative financial instruments are agreements (transactions) entered into by the Bank in
its own name and at its expense in accordance with the foreign law, international treaty rules
or normal business practices and recognized pursuant to this regulation related to derivative
financial instruments.

Other agreements (deals) with foreign currency, precious metals, securities ("financial
assets") not qualifying as derivative financial instruments, where the settlement and delivery
dates differ from the date of signing the agreement (deal) for accounting purposes are
recognized as term transactions.

Since 2012 the statutory accounting treatment for dealing with derivative financial
instruments {Instructive Regulation of the CBR No. 2654-U dated 4 July 2011) and recording of
these instruments and term transactions in Form 0409155 "Information on credit-related
contingencies, term transactions and derivative financial instruments" (Instructive Regulation
of the CBR No. 2742-U dated 9 December 2011) has been changed. *

Derivative financial instruments that require delivery of the underlying asset as of
1 January 2013 is disclosed below:

Fair value of Fair value of Unrealized Unrealized | Provisi
'RUB'G00 derlf.ratwe derwat.we Asset Liability foreign oreign on for
financial asset financial exchange exchange losses
liability gains lasses
Forward
.| contract 4,478.8 8,279.9 3,606,447.C 3,612,766.0 3,040.0 9,355.0 -
Swap
contract 134,291.1 132,467.7 | 19,695,750.0 19,719,728.0 190,963.0 | 214,941.0 -

Term transactions that require delivery of the underlying asset as of 1 January 2012 are

disclosed below:

RUB'000 Asset Liability Unrealized for'elgn Unrealized foreign Provision
exchange gains exchange losses for losses
Forward contract 116,247.0 116,233.0 651.0 637.0 —
Swap contract 2,995,539.0 3,005,762.0 40,251.0 50,474.0 59.0
25
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Translation of the original Russian version
5.5 Legal proceedings
At 1 January 2013 and 2012, the Bank was not involved in any legal proceedings.

5.6 Dividend payments {distribution of net profit} expected based on the results of the
reporting year (unaudited)

The proposed agenda of the meeting of the Board of Directors that will be held following
approval of these financial statements includes losses coverage from retained earnings of
prior years.

The Bank's charter provides for a reserve of not less than 5% of the Bank's share capital. in
2012, the Bank allocated RUB 110.0 million to the reserve fund.

At 1 January 2013, the reserve fund amounts to RUB 172.5 million (at 1 January 2012:
RUB 62.5 million).

5.7 Discontinued operations (unaudited)
In 2012 and 2011, the Bank did not discontinue any of its operations.
5.8 Summary of payments to key management personnel of the credit institution

Payments to key management personnel of the Bank as of 1 January 2013 are disclosed

below:
- Short-term compensation to members of the Board of Directors and Executive Beard,

divisional heads - RUB 288,684.7 thousand.

Payments to key management personnel of the Bank as of 1 January 2012 are disclosed

below:
- Short-term compensation to members of the Board of Directors and Executive Board,

divisional heads - RUB 207,771.0 thousand.
Management personnel did -not receive any long-term compensation.

At 1 January 2013, the Bank empioyed 105 staff (1 January 2012: 110). At 1 January 2013,
the Bank employed 15 key management personnel {1 January 2012 15}.

Payments to key management personnel were made pursuant to the internal Regulation of

000 UBS Bank on Payrolt and Other Incentive Payments.
In 2012, no changes were made to the procedure and terms of payments to key

management personnel.
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6. Significant information on valuation techniques and significant items of financial
statements

6.1  Principles and methods of measuring and recognizing individual balance sheet items

The Bank measures the balance sheet items listed below using the following principles and
methods:

a) Cash
The Bank performed transactions with cash and accounted for them in accordance with
legislation of the Russian Federation and statutory acts of the Bank of Russia governing the
general usage of cash, performance of cash transactions in rubles, foreign currency purchase
and sale transactions performed by legal entities and individuals, rules of cash shipment and
storage, and rules governing checking paying capacity of damaged banknotes and coins and
their replacement procedure,

b} Mandatory reserves
The Bank accounted for adjustments to contributions to mandatory reserves with the Bank
of Russia on a monthly basis based on calculations performed in accordance with Statute of
the Bank of Russia No. 342-P dated 7 August 2009 Concerning Mandatory Reserves of Credit
Institutions.

c} Amounts due from credit institutions
The Bank accounted for balances on correspondent accounts with in other banks to the
extent of actually available amounts as of the close of Bank's business day.
d) Netloans receivable
Loans receivable and similar debt were accounted for pursuant to Statute of the Bank of
Russia No. 54-P dated 31 August 1998 Concerning the Procedure for the Provision
(Investment} of Monetary Resources by Credit Organizations and for the Repayment
(Settlement) Thereof.
Loans are provided for pursuant to Statute of the Bank of Russia No. 254-P dated 26 March
2004 Concerning the Procedure of Creating Provisions for Losses on Loans Receivable and
Similar Debt.

e) Netinvestments in securities at fair value through profit or loss
Investments in trading portfolio securities are recorded at fair value as of 1 January 2013.
All securities 'at fair value through profit or loss', whose present (fair) value can be determined
from their quoted market prices, are measured (remeasured} at present (fair} value on a daily
basis. The Bank uses the weighted average price or market price (subject to their availability
with the trade organizer) for the last 30 days as the present {fair) value {or any other market
price used for remeasurement purposes).

f} Interest receivable and Interest payable
Interest on transactions for depositing and placing monetary funds was accrued pursuant
to Statute of the Bank of Russia No. 39-P dated 26 June 1938 Concerning Accrual of Interest on
Transactions for Depositing and Placing Monetary Funds by Banks. Interest accrued on
deposited {placed) monetary funds was allocated to revenues (expenses) on the accrual basis.
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Translation of the original Russian version

g) Provisions for losses
The Bank accrued and accounted for provisions for losses on amounts due from other
banks, other assets, off-balance sheet liabilities, settlements with off-shore debtors, term
transactions, etc., pursuant to Statute of the Bank of Russia No. 283-P dated 26 March 2006
Concerning the Procedure of Creating Provisions for Losses and Instructive Regulation of the
Bank of Russia No. 1584-U date 22 June 2005.

h} Premises and equipment, intangible assets and inventories

Premises and equipment are recognized in the accounting records and financial
statements at cost, i.e. the actual cost of acquisition, construction and production. Premises
and equipment are depreciated monthly using a straight-line method based on the historical
cost of the asset and the rate of depreciation determined based on this asset's useful life,
pursuant to Decree of the Government of the Russian Federation No. 1 dated 1 January 2002
{for premises and equipment recorded after 1 January 2003}.

Costs to repair premises and equipment are expensed as incurred.

Inventories are recognized in the accounting records and financial statements at actual
cost. Actual cost of inventories is determined based on the cost of acquisition, including extra
(additional) fees charged by suppliers, customs duties, transportation expenses. The cost of
inventories is expensed as a lump sum.

i) Accounting for foreign currency revaluation results
Assets and liabilities denominated in foreign currencies are recognized in Russian rubles at
the respective official exchange rates. In accordance with the Bank's accounting paolicies,
foreign exchange gains and losses are recognized on a daily basis.

j}  Accounting for term transactions . 5
Assets and liabilities related to terms with mismatching maturities are recognized on
separate Tier 2 accounts. Such accounts are selected subject to the period from the date of
the transaction to the date of maturity of respective asset or liability.

k} Accounting for derivative financial instruments
Derivative financial instruments were accounted for in accordance with Statute of CBR No.
372-P dated 4 July 2011.
From the date of initial recognition, derivative financial instruments were measured and
recorded at fair value.

The fair value of derivative financial instruments transacted by the Bank is measured
according to the procedure established in a respective internal document. The Bank
determines the fair value of a derivative financial instrument based on information from a
market which is active for such instrument, being a market where transactions with such
derivative financial instruments are performed regularly and the information about current
prices is publicly available.

The Accounting Policies determine the characteristics of the market deemed to be active
for the derivative financial instruments transacted by the Bank.

Where the market for the derivative financial instrument is inactive, the Bank estimates
the fair value of a derivative financial instrument pursuant to p.4.4. of the Procedure
approved by Order No. 10-67/pz-n of the FFMS of Russia dated 9 November 2011.
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The fair value of a derivative financial instrument is measured and its movement is
recorded as at the last calendar day of the month, at the intra-month reporting date, at the
date the derivative financial instrument is derecognized, and at the contractual maturity dates
of assets and (or) liabilities arising from interim payments on the derivative financial
instrument performed during the term of the contract in settlerment of contractual
obligations.

[} Accounting for income and expenses
In 2012, income and expenses were recognized in the accounting records and financial
statements using the accrual method, i.e. when earned and incurred and not when cash {(cash
equivalents) was received or paid. The financial result is calculated not Jater than the date of
the annual report.

29

| TR T T I



A AN B EEEE NN N ENEN NN EERE NN ENR N R EEEEEEERERR"

Translation of the original Russian version

6.2 List of significant changes made to the Bank’'s accounting policy that affect the
comparability of individual performance indicators of the Bank

The Bank did not make any significant changes to its accounting policy in 2012 that affect
the comparability of its individual performance indicators.

6.3  Summary of the inventory count of balance sheet items (unaudited)

The Bank performed inventory count of balance sheet items. No discrepancies, deficiencies
or surpluses were revealed in the course of the inventory count of balance sheet and off-
balance sheet cash and inventory accounts, balances of assets and liabilities arising from
banking operations, including assets and liabilities arising from term transactions, and cash
revision as of 1 January 2013.

At 1 December 2012, the Bank performed inventory count of premises and equipment.
The inventory count revealed no differences between their actual amounts and accounting
records.

At 1 January 2013, the carrying value of the Bank's premises and equipment was
RUB 35.2 million (1 January 2012: RUB 32.9 million).

At 1 January 2013, the net carrying value of the Bank's premises and equipment {net of
accumulated amortization) was RUB 8.1 million {1 January 2012: RUB 11.4 million).

At 1 January 2013, the Bank performed inventory count of deposits and other amounts
payable, loans received, loans issued to banks and credit institutions and other placements,
provisions for losses and investments in securities held by the Bank. The inventory count of all
the above items revealed no differences between their actual amounts and accounting

records.

At the end of the reporting year, the Bank issued to its customers, including credit
institutions, statements confirming balances on settlement, current and correspondent
accounts as at 1 January 2013 opened in Russian rubles or foreign currencies.

In addition, the Bank sent to its customers written requests to confirm balances of loans
and deposits and balances of assets and liabilities arising from term transactions.

6.4  Accounts receivable and accounts payable

At 1 January 2013, the accounts receivable totaled RUB 11.0 million (1 January 2012:
RUB 9.2 million).

At 1 January 2013, the accounts payable totaled RUB 1.3 million {1 January 2012: RUB 7.0
million).

At 1January 2013, overdue accounts receivable amounted to RUB 340.0 thousand.
Provision for possible loss created by the Bank amounts to RUB 391.0 thousand.
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Aging analysis of accounts receivable overdue as at 1 January 2013 is as follows (RUB}):
over 180 days—RUB 340.0 thousand.

At 1January 2012, overdue accounts receivable amounted to RUB 340 thousand. Provision
for possible loss created by the Bank amounts to 100%.

Aging analysis of accounts receivable overdue as at 1 January 2012 is as follows (RUB):
over 180 days—RUB 330.0 thousand
from 31 to 90 days—RUB 10.0 thousand

6.5 Disclosure of adjusting subsequent events

As a part of the activities to harmonize its accounting records with CBR Statute No. 302-P
Concerning the Rules for Maintaining Accounting Records in Credit Institutions of the Russian
Federation dated 26 March 2007 and pursue respective CBR guidelines set out in Instructive
Regulation No. 2083-U dated 8 October 2008, the Bank included in Subsegquent Events in
correspondence with account 707 Prior Year Financial Result amounts of income and expenses
from banking operations and other transactions, operating income and expenses, and other
income and expenses, which were not actually received or paid and for which the date of
recognition, including the date of acceptance of work {provision of services), refers to the
period before 1 January 2013 (accounts 47423, 47425, 60301, 60302, 60308, 60309, 60311
and 60313).

The Bank’s financial result for 2012, exciusive of entries to record events that occurred
after the balance sheet date, amounted to RUB -526,311,847.6. %

Pursuant to Clause 3.2.2 of CBR Instructive Regulation No. 2089-U dated 8 October 2008,
the consolidated schedule of turnovers related to subsequent events included entries to
transfer balances from accounts 706 Current Year Financial Result to accounts 707 Prior Year
Financial Result.

Pursuant to Clause 3.2.4 of CBR Instructive Regulation No. 2083-U dated 8 October 2008,
the consolidated schedule of turnovers related to subseguent events included entries to
transfer balances from accounts 707 Prior Year Financial Result to accounts 708 Prior Year

_Profit {Loss).

According to the consclidated schedule of subseguent events balances, the closing balance
of account 70802 Loss amounted to RUB 528,857,840.7.

For comparison, the Bank's financial result for 2011, inclusive of income tax and exclusive
of entries to record events that occurred after the balance sheet date, amounted to

RUB 228,992,457.7.

According to the consolidated schedule of subsequent events balances, the closing balance
of account 70801 Profit amounted to RUB 207,428,331.8.
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6.6  Disclosure of non-adjusting subsequent events that materially affect the amounts of
assets and liahilities

In March 2013, the Bank paid year-end bonuses for 2012 to its employees in the amount of
RUB 153,817,070.0 million {including personal income taxes and excluding payroll taxes), 2011
year-end bonuses of RUB 246.9 million (inclusive of personal income tax} were paid in
February-March 2012.

6.7 Information about instances whereby a particular accounting rule has not been
followed owing to the fact that it would not provide a reliable reflection of the credit
institution’s financial position and operating results

In 2012, there were no instances whereby a particular accounting rule has not been
followed owing to the fact that it would not provide a reliable reflection of the Bank's financial
position and operating results.

6.8 Amendments to the Accounting Policies introduced from 2013 (unaudited)

No material amendments were introduced to the Accounting Policies of the Bank for 2013.
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7. Publishing of the explanatory note

Pursuant to CBR Instructive Regulation No. 2172-U , Concerning the Publication and
Provision of Information regarding the Operation of Credit Institutions and Banking
(Consolidated) Groups, dated 20 January 2009, a credit institution shall use discretion in
making a decision whether and how the explanatory note to the annual report should be
published. As of the date of the annual report, the Bank's management decided not to publish
in the printed media this explanatory note which constitutes a part of the annual report.
However, the complete annual report comprising all reporting forms together with the
explanatory note will be placed on the web page (www.ocoo-ubs-bank.com) which the Bank
uses for disclosures, once the annual report has been approved by the Bank's Sole Participant.

Chairman of the Executive Board K. R. Schmid
Seal
Chief Accountant 0. N. Rubashko
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