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Management Report

1. The Board of Directors presents its report together with the audited separate financial statements
of TCS Group Holding PLC for the year ended 31 December 2016.

Principal activities and nature of operations of the Company

2. The principal activity of the Company, which remains unchanged since the prior year, is the holding
of investments in Russian

3. The Bank specialises in credit cards. The Bank which is fully licensed by the Central Bank of
Russia and launched its operations in the summer of 2007 is a member of the Russian Deposit
Insurance System. The Insurance Company specialises in providing non-life insurance coverage
such as accident, property, travelers , financial risks and auto insurance. The founder and
controlling shareholder of the Company is Oleg Tinkov. LLC Microfinance company -Finans ,

-Term Incentive Plan Employee
y functions for

the Company and its subsidiaries.

Review of developments, position and performance of the Company s business and its
subsidiaries

4. The Bank operates a flexible business model. Its virtual network enables it to increase business or
slow down customer acquisition depending on the availability of funding and market conditions.
The Bank s primary customer acquisition channels are Internet and Mobile, but it also uses Direct
Sales Agents (DSA) and partnerships (co-brands) to acquire new customers. These customer
acquisition models, combined with the Bank s virtual network, afford it a geographic reach across
all of Russia s regions resulting in a highly diversified portfolio.

5.
insurance and voluntary insurance of vehicles (KASKO) and Compulsory Motor Third Party Liability
(CMTPL). The Company focuses on online sales.

6. The profit of the Company for the year ended 31 December 2016 was RR 5,130 million (the loss for
the year ended 31 December 2015: RR 50 million). On 31 December 2016 the total assets of the
Company were RR 118,083 million (2015: RR 42,728 million) and the net assets were
RR 116,819 million (2015: RR 40,533 million).

7. The Company believes in making a difference for the society where it operates and for its
sustainable development, encouraging both employees and clients to contribute to the quality of life
of vulnerable groups in Russia.

Principal risks and uncertainties

8. The Company conducts its activities in Russia through its subsidiaries; the Company s business
and financial results during 2016 have been affected by the increased uncertainties and volatility of
the Russian economic environment that have been evident throughout 2016.

9. Financial risks, including credit risk, market risk and liquidity risk as well as other risks and
uncertainties, which affect the Company and how these are managed, are presented in Notes 2, 19
and 20 of the separate financial statements.

Future developments

10. Subject to the ongoing uncertainty of the Russian economy the Board of Directors does not plan
any significant changes or developments in the operations of the Company in the near future.
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Results

11. The Company s results for the year are set out on page 2 of the separate financial
statements. Information on distribution of profits is presented in Note 18 of the separate financial
statements.

Any important events for the Company that have occurred after the end of the financial year

12. Important events for the Company that have occurred after the end of the financial year are
presented in Note 24 of the separate financial statements.

Share capital

13. There were no changes in issued share capital in 2016.

Treasury shares

14. During the three months ended 31 March 2016 the Company repurchased 5,659,853 GDRs at
market prices for RR 1,246 million (Note 13) for the purposes of the long-term incentive programme
for Management of the Group.

Board of Directors

15. The members of the Board of Directors as of 31 December 2016 and at the date of this report are
presented above in the Report of the Board of Directors .

16. There were no significant changes in the assignment of responsibilities and remuneration of the
Board of Directors.

Branches

17. The Company did not operate through any branches during the period.

Independent auditors

18. The independent auditors, PricewaterhouseCoopers Limited, have expressed their willingness to
continue in office. A resolution giving authority to the Board of Directors to fix their remuneration will
be proposed at the Annual General Meeting.

Corporate Governance

Overview

GDRs of TCS Group Holding PLC (a Cyprus company), with each GDR issued under a deposit
agreement dated on or about 24th October 2013 with JPMorganChase Bank N.A. as depositary
representing one class A share, are listed on London Stock Exchange and the Company is
required to comply with its corporate governance regime to the extent it applies to foreign issuers of
GDRs. No shares of TCS Group Holding PLC are listed on any exchange. As the class A shares
themselves are not listed on the Cyprus Stock Exchange, the Cypriot corporate governance
regime, which only relates to companies that are listed on the Cyprus Stock Exchange, does not
apply to the Company and accordingly the Company does not monitor its compliance with that
regime. The rights of shareholders include the right to vote on the appointment and removal of
Directors and to amend the Articles of Association.

TCS Group Holding PLC has two classes, class B shares which carry or confer enhanced voting
rights (10 votes per class B share) as opposed to class A (one vote per class A share); a detailed
description of the Articles of Association, including the rights of shareholders, and the Terms and
Conditions of the GDRs can be found in the Company s October 2013 Prospectus on the website
at www.tinkoff.ru/eng.
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The Board of Directors

The authorities of the members of the Board are specified by the Articles of Association of the
Company and by law. The Board of directors is comprised of three executive directors including the
chairman, and three non-executive directors two of whom are independent. The Company has
established two Committees of the Board. Specific responsibilities have been delegated to those
committees.

The Articles of Association of the Company provide for the retirement by rotation of certain
directors at each Annual General Meeting. In 2016 the two directors who retired by rotation were
Mr Philippe Delpal and Mr Martin Cocker. Both were duly reappointed by vote of the shareholders.

Committees of the Board of directors

The Company in 2013 established two Committees of the Board of directors: the Audit Committee
and the Remuneration Committee. The Board reserves the right to amend their terms of reference
and arranges a periodic review of each Committee s role and activities.

Committee composition

The Audit Committee is chaired by an independent non-executive director Mr Martin Cocker, and
has two other members both non-executive directors one of whom is independent.

The Remuneration Committee is also chaired by an independent non-executive director Mr
Jacques Der Megreditchian, and has two other members both non-executive directors one of
whom is independent.

Audit Committee

The Audit Committee s primary purpose and responsibility is to assist the Board in its oversight
responsibilities. In executing this role the Audit Committee monitors the integrity of the financial
statements of the Group prepared under IFRS and any formal announcements relating to the
Group s and the Company s financial performance, reviewing significant financial reporting
judgments contained in them, oversees the financial reporting controls and procedures
implemented by the Group and monitors and assesses the effectiveness of the Company s internal
financial controls, risk management systems internal audit function, the independence and
qualifications of the independent auditor and the effectiveness of the external audit process. The
Audit Committee is required to meet at appropriate times in the reporting and audit cycle but in
practice meets more often as required.

The Audit Committee has developed a risk matrix which constantly evolves to reflect new risks, the
perceived impact of, and the Group s appetite for, any given risk and the measures taken to
mitigate those risks.

Remuneration Committee

The Remuneration Committee is responsible for determining and reviewing among other things the
framework of remuneration of the executive directors, senior management and its overall cost and
the Company s remuneration policies.

Significant direct/indirect holdings

For the significant direct and indirect shareholdings held, please refer to Note 1 of the separate
financial statements.
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Shareholders Agreement: additional rights of Minority Shareholders

In October 2013 Tasos Invest & Finance Inc., Tadek Holding & Finance SA, Maitland Commercial
Inc, Norman Legal S.A. and Vizer Limited (the Majority Shareholders, controlled by Mr Oleg
Tinkov) and the pre IPO investors ELQ Investors II Ltd, Vostok Komi (Cyprus) Limited, Rousse
Nominees Limited and Lorimer Ventures Limited (together the Minority Shareholders) entered into
a new shareholders agreement (the Shareholders Agreement) to govern aspects of their
relationship after the IPO.

The Shareholders Agreement provides that the Minority Shareholders are entitled to nominate one
director to the Board of directors of the Company. Their nomination is Mr Philippe Delpal. In
addition they are entitled to have one observer, acceptable to the Majority Shareholders, attend
meetings of the Board of directors of the Company, but have chosen not to exercise this right to
date.

The Shareholders Agreement also contains provisions that require the Majority Shareholders to
vote against certain matters unless a majority of the Minority Shareholders (which may constitute
only 10% of the share capital of the Company) approve of such matters. These matters include, in
summary (a) the entry by Tinkoff Bank into a corporate reconstruction, merger, amalgamation,
acquisition, sale, transfer or disposition (in one or a series of transactions) of any assets the
aggregate valuation or consideration of which exceeds 20% of the Company s market
capitalization; (b) delisting of the GDRs or if applicable shares in the Company; or (c) any
amendments to the Company s Articles of Association that are prejudicial to the rights of the
Minority Shareholders. These rights of the Minority Shareholders continue so long as they hold at
least 10% of the issued share capital of the Company. Further details of the corporate governance
regime of the Company can be found on the website: www.tinkoff.ru/eng

Management Reporting Systems

Policies, procedures and controls exist around financial reporting. Management is responsible for
executing and assessing the effectiveness of these controls.

The Board of Directors is responsible for the preparation of the separate financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union
and the requirements of the Cyprus Companies Law, Cap.113, and for such internal control as the
Board of Directors determines is necessary to enable the preparation of separate financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the separate financial statements, the Board of Directors is responsible for assessing
the Company s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the Board of Directors either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

The Board has delegated to the Audit Committee the responsibility for reviewing the financial
statements to ensure that they are in compliance with the applicable framework and legislation and
for recommending these to the Board for approval. The Audit Committee is responsible for
overseeing the Company s financial reporting process.

The role of the Audit Committee is set out above.

Management is responsible for setting the principles in relation to risk management. The risk
management organisation is divided between Policy Making Bodies and Policy Implementation
Bodies. Policy Making Bodies are responsible for establishing risk management policies and
procedures, including the establishment of limits. The main Policy Making Bodies are the Board of
Directors, the Management Board, the Finance Committee, the Credit Committee and the Business
Development Committee.
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In addition the Group has implemented an online analytical processing management system based
on a common SAS data warehouse that is updated on a daily basis. The set of daily reports
includes but is not limited to sales reports, application processing reports, reports on the risk
characteristics of the card portfolios, vintage reports, transition matrix (roll rates) reports, reports on
the pre-, early and late collections activities, reports on compliance with CBR requirements, capital
adequacy and liquidity reports, operational liquidity forecast reports and information on intra-day
cash flows.

By Order of the Board

23 March 2017
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Independent auditor's report 

To the Members of TCS Group Holding PLC 

Report on the audit of the separate financial statements 

Our opinion 
In our opinion, the accompanying separate financial statements of TCS Group Holding PLC (the 
"Company") give a true and fair view of the financial position of the Company as at December 31, 2016, 
and its financial performance and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards as adopted by the European Union and the requirements 
of the Cyprus Companies Law, Cap.113. 

What we have audited 
We have audited the separate financial statements which comprise: 

• 	the separate statement of financial position as at 31 December 21316; 

• the separate statement of profit or loss and other comprehensive income for the year then 
ended; 

• the separate statement of changes in equity for the year then ended; 

• the separate statement of cash flows for the year then ended; and 

• the notes to the separate financial statements, which include significant accounting policies 
and other explanatory information. 

Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor's responsibilities for the 
audit of the separate financial statements section of our report. 

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

Independence 

We are independent of the Company in accordance with the International Ethics Standards Board for 
Accountants' Code of Ethics for Professional Accountants (IESBA Code) together with the ethical 
requirements that are relevant to our audit of the separate financial statements in Cyprus. We have 
fulfilled our other ethical responsibilities in accordance with the IESBA Code. 

PricewaterhouseCoopers Ltd, City House, 6 Karaiskakis Street, CY-3032 Limassol, Cyprus 
P 0 Box 53034, CY-330o Limassol, Cyprus 
T: +357 25 - 555 000, F: +357 - 25 555 001, www.pwc.com.cy  

PricewaterhouseCoopers Ltd is a private company registered in Cyprus (Reg. No.143594). Its registered office is at 3 Themistocles Dervis Street, CY-1066, Nicosia. A list 
of the company's directors, including for individuals the present and former (if any) name and surname and nationality, if not Cypriot and for legal entities the corporate 
name, is kept by the Secretary of the company at its registered office. PwC refers to the Cyprus member firm, PricewaterhouseCoopers Ltd and may sometimes refer to 
the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure  for further details. 
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Our audit approach 

Overview 

• Overall materiality: RR 582 million. 

• We planned and conducted our audit to cover the entire set of 
financial information of the Company. 

• Valuation of investments in subsidiaries. 

We designed our audit by determining materiality and assessing the risks of material misstatement in 
the separate financial statements. In particular, we considered where the Board of Directors made 
subjective judgements; for example, in respect of significant accounting estimates that involved making 
assumptions and considering future events that are inherently uncertain. We considered the risk of 
management override of internal controls, including among other matters consideration of whether 
there was evidence of bias that represented a risk of material misstatement due to fraud. 

Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain 
reasonable assurance whether the financial statements are free from material misstatement. 
Misstatements may arise due to fraud or error. They are considered material if individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of the separate financial statements. 

Based on our professional judgement, we determined certain quantitative thresholds for materiality, 
including the overall materiality for the separate financial statements as a whole as set out in the table 
below. These, together with qualitative considerations, helped us to determine the scope of our audit 
and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, 
both individually and in aggregate on the separate financial statements as a whole. 

Overall materiality 

How we determined it 

Rationale for the 
materiality benchmark 
applied 

RR 582 million 

Approximately 0.5% of total equity 

The Company elects to measure its investments in subsidiaries 
at fair value. Therefore, we chose total equity as the benchmark 
because, in our view, it is the benchmark against which the 
performance of the Company is most commonly measured by 
users. We chose 0.5%, which in our experience is an acceptable 
quantitative materiality threshold for this benchmark. 

2 of 7 
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We agreed with the Audit Committee that we would report to them individual misstatements identified 
during our audit above RR 58 million as well as misstatements below that amount that, in our view, 
warranted reporting for qualitative reasons. 

How we tailored our audit scope 

We tailored the scope of our audit to ensure that we performed sufficient work to be able to give an 
opinion on the separate financial statements as a whole, taking into account the management structure 
of the Company, the accounting processes, controls and the industry in which the Company operates. 

The Company's principal activity is holding investments in Russian subsidiary companies which are 
mainly represented by JSC Tinkoff Bank, LLC "Microfinance organization "T-Finans" and JSC Tinkoff 
Insurance. The Company is represented by only one business reporting unit, on which we undertook a 
full scope audit. 

Overall, we have obtained sufficient and appropriate audit evidence regarding the financial information 
of the Company to provide a basis for our audit opinion on the separate financial statements. 

Key audit matters 
Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the separate financial statements of the current period. These matters were addressed in the 
context of our audit of the separate financial statements as a whole, and in forming our opinion thereon, 
and we do not provide a separate opinion on these matters. 

Key audit matter 	 how our audit addressed the key audit matter 
Valuation of investments in subsidiaries 

We focused on this area because the 
management makes judgements over the fair 
value of investments in subsidiaries. 

The basis of the valuation was the market 
capitalisation of the Company, which was then 
adjusted by the amount of net assets of the 
Company excluding investments in 
subsidiaries. 

Note 3, Summary of Significant Accounting 
Policies, Note 9, Investments in Subsidiaries, 
and Note 20, Fair Value of Financial 
Instruments, included in the separate financial 
statements provide detailed information on the 
valuation of investments in subsidiaries. 

We assessed whether the management's approach to 
valuation of investments in subsidiaries is 
appropriate. In addition, we recalculated the value of 
investments in subsidiaries as at the reporting date 
by reference to the market value of the listed GDRs of 
the Company as at that date. 

3 of 7 
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The Board of Directors is responsible for the other information. The other information comprises the 
Management Report which we obtained prior to the date of this auditor's report, and the Company's 
complete Annual Report, which is expected to be made available to us after that date. Other 
information does not include the separate financial statements and our auditor's report thereon. 

Our opinion on the separate financial statements does not cover the other information and we do not 
and will not express any form of assurance conclusion thereon. 

In connection with our audit of the separate financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the separate financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. If, based on the work we have performed on the other 
information that we obtained prior to the date of this auditor's report, we conclude that there is a 
material misstatement of this other information, we are required to report that fact. We have nothing 
to report in this regard. 

When we read the Company's complete Annual Report, if we conclude that there is a material 
misstatement therein, we are required to communicate the matter to those charged with governance 
and if not corrected, we will bring the matter to the attention of the members of the Company at the 
Company's Annual General Meeting and we will take such other action as may be required. 

Responsibilities of the Board of Directors and those charged with governance for the 
separate financial statements 
The Board of Directors is responsible for the preparation of the separate financial statements that give 
a true and fair view in accordance with International Financial Reporting Standards as adopted by the 
European Union and the requirements of the Cyprus Companies Law, Cap.113, and for such internal 
control as the Board of Directors determines is necessary to enable the preparation of separate 
financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the separate financial statements, the Board of Directors is responsible for assessing the 
Company's ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless the Board of Directors either intends 
to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company's financial reporting 
process. 

Auditor's responsibilities for the audit of the separate financial statements 
Our objectives are to obtain reasonable assurance about whether the separate financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with ISAs will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these separate financial statements. 

4 of 7 
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the separate financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

• Obtain an understanding of internal control relevant to the audit 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 Company's internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Board of Directors. 

• Conclude on the appropriateness of the Board of Directors' use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related 
to events or conditions that may cast significant doubt on the Company's ability to continue as a 
going concern. If we conclude that a material uncertainty exists, we are required to draw attention 
in our auditor's report to the related disclosures in the separate financial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on audit evidence 
obtained up to the date of our auditor's report. However, future events or conditions may cause the 
Company to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the separate financial statements, 
including the disclosures, and whether the separate financial statements represent the underlying 
transactions and events in a manner that achieves a true and fair view. 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 

5 of 7 



pwc 

From the matters communicated with those charged with governance, we determine those matters 
that were of most significance in the audit of the separate financial statements of the current period 
and are therefore the key audit matters. We describe these matters in our auditor's report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences 
of doing so would reasonably be expected to outweigh the public interest benefits of such 
communication. 

Report on other leaal requirements 
Pursuant to the additional requirements of the Auditors and Statutory Audits of Annual and 
Consolidated Accounts Laws of 2009 to 2016, we report the following: 

• We have obtained all the information and explanations we considered necessary for the purposes 
of our audit. 

• In our opinion, proper books of account have been kept by the Company, so far as appears from 
our examination of these books. 

• The separate financial statements are in agreement with the books of account. 

• In our opinion and to the best of our information and according to the explanations given to us, 
the separate financial statements give the information required by the Cyprus Companies Law, 
Cap. 113, in the manner so required. 

• In our opinion, the Management Report, whose preparation is the responsibility of the Board of 
Directors, has been prepared in accordance with the requirements of the Cyprus Companies Law, 
Cap.113, and the information given therein is consistent with the separate financial statements. 

• In our opinion and in the light of the knowledge and understanding of the Company's and its 
environment obtained in the course of the audit, we have not identified material misstatements in 
the Management Report. 

• In our opinion, the information included in the corporate governance statement in accordance with 
the requirements of subparagraphs (iv) and (v) of paragraph 2(a) of Article 151 of the Cyprus 
Companies Law, Cap. 113, and which is included as a specific section of the Management Report, 
have been prepared in accordance with the requirements of the Cyprus Companies Law, Cap, 113, 
and is consistent with the separate financial statements. 

• In our opinion, and in the light of the knowledge and understanding of the Company's and its 
environment obtained in the course of the audit, we have not identified material misstatements in 
the corporate governance statement in relation to the information disclosed for items (iv) and (v) of 
subparagraph 2(a) of Article 151 of the Cyprus Companies Law, Cap. 113. 

• In our opinion, the corporate governance statement includes all information referred to in 
subparagraphs (i), (ii), (iii) and (vi) of paragraph 2(a) of Article 151 of the Cyprus Companies Law, 
Cap. 113. 

6 of 7 
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Other matter 
This report, including the opinion, has been prepared for and only for the Company's members as a 
body in accordance with Section 34 of the Auditors and Statutory Audits of Annual and Consolidated 
Accounts Laws of 2009 to 2016 and for no other purpose. We do not, in giving this opinion, accept or 
assume responsibility for any other purpose or to any other person to whose knowledge this report 
may come to. 

We have reported separately on the consolidated financial statements of the Company and its 
subsidiaries for the year ended 31 December 2016.. 

The engagement partner on the audit resulting in this independent auditor's report is Anna Loizou. 

Anna Loizou 
Certified Public Accountant and Registered Auditor 
For and on behalf of 
PricewaterhouseCoopers Limited 
Certified Public Accountants and Registered Auditors 

Limassol, 23 March 2017 
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TCS Group Holding PLC
Separate Statement of Financial Position

The notes set out on pages 5 to 32 form an integral part of these separate financial statements. 1

In millions of RR Note 31 December 2016 31 December 2015

ASSETS
Cash and cash equivalents 7 168 4
Loans and deposit placement with related party 8 713 2,330
Investments in subsidiaries 9 117,202 40,394

TOTAL ASSETS 118,083 42,728

LIABILITIES
Loans received 10 772 195
Debt securities in issue 11 - 1,877
Current income tax liability - 4
Deferred income tax liability - 100
Other financial liabilities 12 233 6
Other non-financial liabilities 12 259 13

TOTAL LIABILITIES 1,264 2,195

EQUITY
Share capital 13 188 188
Share premium 13 8,623 8,623
Revaluation reserve 9 108,781 32,060
Share-based payment reserve 23 704 614
Treasury shares 13 (1,473) (324)
Accumulated losses (4) (628)

TOTAL EQUITY 116,819 40,533

TOTAL LIABILITIES AND EQUITY 118,083 42,728

Approved for issue and signed on behalf of the Board of Directors on 23 March 2017.

_________________



TCS Group Holding PLC
Separate Statement of Profit or Loss and Other Comprehensive Income

The notes set out on pages 5 to 32 form an integral part of these separate financial statements. 2

In millions of RR Note 2016 2015

Interest income 14 202 103
Interest expense 14 (263) (47)

(Net interest expense)/Net interest income (61) 56
Release of/(Provision for) loan impairment 8 116 (136)

Net interest income/(expense) after provision for loan
impairment 55 (80)

Dividend income 18 5,668 -
Net gains from operations with foreign currencies 15 130 48
Financial guarantee amortisation - 45
Administrative and other operating expenses 16 (438) (78)
Gain on initial recognition of liabilities at rates below market 52 33

Profit/(Loss) before tax 5,467 (32)
Income tax expense 17 (337) (18)

Profit/(Loss) for the year 5,130 (50)

Other comprehensive income/(loss):
Items that will be reclassified to profit or loss
Revaluation of investment in subsidiaries 9 75,953 7,980
Income tax recovery/(charge) recorded directly in other

comprehensive income 100 (100)

Other comprehensive income for the year 76,053 7,880

Total comprehensive income for the year 81,183 7,830



TCS Group Holding PLC
Separate Statement of Changes in Equity

The notes set out on pages 5 to 32 form an integral part of these separate financial statements. 3

In millions of RR

Note Share
capital

Share
premium

Revaluation
reserve

Share-
based

payment

Accum-
ulated
losses

Treasury
shares

Total

Balance at 1 January
2015 188 8,623 24,180 587 (578) - 33,000

Loss for the year - - - - (50) - (50)

Other comprehensive
income:

Revaluation of
investments in
subsidiaries - - 7,980 - - - 7,980

Income tax charge
recorded directly in
other comprehensive
income - - (100) - - - (100)

Total comprehensive
income/(loss) for
2015 - - 7,880 - (50) - 7,830

Share-based payment
reserve - - - 93 - - 93

Shares sold under
ESOP - - - (66) - - (66)
GDRs buy-back 13 - - - - - (324) (324)

Total transactions
with owners - - - 27 - (324) (297)

Balance at
31 December 2015 188 8,623 32,060 614 (628) (324) 40,533

Profit for the year - - - - 5,130 - 5,130

Other comprehensive
income:

Income tax recovery
recorded directly in
other comprehensive
income - - 100 - - - 100

Revaluation of
investments in
subsidiaries - - 75,953 - - - 75,953

Total comprehensive
income for 2016 - - 76,053 - 5,130 - 81,183

GDRs buy-back 13 - - - - - (1,246) (1,246)
Share-based payment

reserve - - 668 90 - 97 855
Dividends 18 - - - - (4,506) - (4,506)

Total transactions
with owners - - 668 90 (4,506) (1,149) (4,897)

Balance at
31 December 2016 188 8,623 108,781 704 (4) (1,473) 116,819



TCS Group Holding PLC
Separate Statement of Cash Flows

The notes set out on pages 5 to 32 form an integral part of these separate financial statements. 4

In millions of RR Note 2016 2015

Cash flows from operating activities
Interest received 209 90
Interest paid (240) (20)
Administrative and other operating expenses paid (132) (78)
Income tax paid (58) (28)

Cash flows used in operating activities before changes in
operating assets and liabilities (221) (36)

Changes in operating assets and liabilities
Net decrease/(increase) in loans and deposit placement with related

parties 1,670 (1,392)
Net increase in loans received 632 145

Net cash from/(used in) operating activities 2,081 (1,283)

Cash flows from investing activities
Dividends received net of withholding taxes 18 5,385 -

Net cash from investing activities 5,385 -

Cash flows from financing activities
GDR buy back 13 (1,246) (324)
Repayment of debt securities in issue 11 (1,857) (254)
Proceeds from debt securities in issue 11 - 1,857
Dividends paid 18 (4,227) -

Net cash (used in)/from financing activities (7,330) 1,279

Effect of exchange rate changes on cash and cash equivalents 28 -

Net increase/(decrease) in cash and cash equivalents 164 (3)

Cash and cash equivalents at the beginning of the year 7 4 7

Cash and cash equivalents at the end of the year 7 168 4
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1 Introduction

These separate financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union for the year ended 31 December 2016 for
TCS Group Holding PLC (the of the Cyprus
Companies Law, Cap.113. The Company has also prepared and issued consolidated financial
statements for the year ended 31 December 2016.

The Company was incorporated, and is domiciled, in Cyprus in accordance with the provisions of
the Companies Law, Cap.113.

The Board of Directors of the Company at the date of authorisation of these separate financial
statements consists of: Constantinos Economides, Alexios Ioannides, Mary Trimithiotou, Philippe
Delpal, Jacques Der Megreditchian and Martin Cocker.

The Company Secretary is: Caelion Secretarial Limited, 25 Spyrou Araouzou 25, Berengaria 25, 5th
floor, Limassol, Cyprus.

At 31 December 2016 and 2015 the share capital of the Company

USD 0.04 per share
and carrying 10 votes. As at 31 December 2016 and 2015

As at 31 December 2016 and 2015 the entities holding either Class A or Class B shares of the
Company were:

Class of
shares

31 December
2016

31 December
2015

Country of
Incorporation

Tadek Holding & Finance S.A. Class B 50.45% 50.45% British Virgin Islands
Guaranty Nominees Limited (JP
Morgan Chase Bank NA) Class A 41.45% 42.52% United Kingdom

Rousse Nominees Limited Class A 2.88% 2.88% Guernsey
Vostok Emerging Finance Ltd Class A 3.49% 3.49% Bermuda
Altruco Trustees Limited Class A 1.73% 0.66% Cyprus
Tasos Invest & Finance Inc. Class B 0.00% 0.00% British Virgin Islands
Vizer Limited Class B 0.00% 0.00% British Virgin Islands
Maitland Commercial Inc. Class B 0.00% 0.00% British Virgin Islands
Norman Legal S.A. Class B 0.00% 0.00% British Virgin Islands

Total 100.00% 100.00%

Guaranty Nominees Limited is a company holding class A shares of the Company for which global
depositary receipts are issued under a deposit agreement made between the Company and JP Morgan
Chase Bank NA signed in October 2013.

The shareholding of Altruco Trustees Limited represents shares held under the the share-based
payment plan (ESOP) only (Note 23).

As at 31 December 2016 and 2015 the beneficial owner of Tadek Holding & Finance S.A., Tasos Invest
& Finance Inc., Vizer Limited, Maitland Commercial Inc and Norman Legal S.A. was Russian
entrepreneur Mr. Oleg Tinkov and the beneficial owner of Rousse Nominees Limited was Baring Vostok
Private Equity Fund IV, L.P.

As at 31 December 2016 and 2015 the ultimate controlling party of the Company is Mr. Oleg Tinkov.
Mr. Oleg Tinkov controls 91.1% of the aggregated voting rights attaching to the Class A and B shares.

The Company owns 100% of the shares and has 100% of the voting rights of its subsidiary
Bank at 31 December 2016 and 2015.
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1 Introduction (Continued)

The Company owns at
31 December 2016 and 2015.

The Company owns 100% of shares of LLC "Microfinance company -Finans at 31 December 2016
and 2015.

The Company owns 99% of shares of Goward Group Limited at 31 December 2016 and 2015.

The Company owns 100% of shares of LLC TCS via subsidiary Goward Group Limited at 31 December
2016 and 2015.

Principal activity. The Company s principal business activity is holding investments in Russian
subsidiary companies. 2673 issued by the

December 2006. The Insurance Company
operates under an insurance license issued by the CBRF.

The Bank participates in the state deposit insurance scheme, which was introduced by Federal Law
177-

State Deposit Insurance Agency guarantees repayment of 100% of individual deposits up to
RR 1,400 thousand per individual in case of the withdrawal of a licence of a bank or a CBRF-imposed
moratorium on payments.

The subsidiary provides insurance services.

The subsidiary LLC Microfinance company -Finans provides micro-finance services to clients.

The subsidiary LLC TCS provides printing and distribution services to the Bank.

The subsidiary Goward Group Limited is an investment holding company which manages part of the
Group s assets.

EBT is a special purpose trust which has been specifically created for the long-term incentive
programme for Management of the Group (MLTIP).

Registered address and place of business. The Company s registered address is 25 Spyrou
Araouzou 25, Berengaria 25, 5th floor, Limassol, Cyprus.

Presentation currency. These separate financial statements are presented in millions of Russian
Rubles (RR).

2 Operating Environment of the Company

Russian Federation. The Russian Federation displays certain characteristics of an emerging market.
Its economy is particularly sensitive to global oil and gas prices. The legal, tax and regulatory
frameworks continue to develop and are subject to frequent changes and varying interpretations (Note
20). During 2016 the Russian economy continued to be impacted by low oil prices, ongoing political
tension in the region and international sanctions against certain Russian companies and individuals, all
of which contributed to the country s economic recession characterised by a decline in gross domestic
product. The financial markets continue to be volatile and are characterised by frequent significant price
movements and increased trading spreads. This operating environment has a significant impact on the
Group s operations and financial position. Management is taking necessary measures to ensure
sustainability of the Group s operations. However, the future effects of the current economic situation
are difficult to predict and management s current expectations and estimates could differ from actual
results. Refer to Note 4 for assumptions on critical accounting estimates.
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3 Significant Accounting Policies

Basis of preparation. These separate financial statements have been prepared in accordance with

requirements of the Cyprus Companies Law Cap.113.

The Company has prepared these separate financial statements for compliance with the requirements
of the Cyprus lncome Law. The m n has also prepared consolidated financial statements in
accordance with lnternational Financial Reporting Standards as adopted b the European Union (EU)
and the requirements of the Cyprus Companies Law Cap. 113 for the Company and its subsidiaries
( the Group ).

The consolidated financial statements n b obtained from 25 Spyrou Araouzou 25, Berengaria 25, 5th
floor, Limassol, Cyprus and the website of the Company www.tinkoff.ru.

The separate financial statements have been prepared under the historical cost convention, as modified
by the revaluation of investments in subsidiaries carried at fair value. The principal accounting policies
applied in the preparation of these separate financial statements are set out below. These policies have
been consistently applied to all the periods presented, unless otherwise stated.

Management prepared these separate financial statements on a going concern basis.

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

Fair value is 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. The best evidence of fair value is
price in an active market. An active market is one in which transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

Fair value of financial instruments traded in an active market is measured as the product of the quoted
price for the individual asset or liability and the quantity held by the entity. This is the case even if a
market s normal daily trading volume is not sufficient to absorb the quantity held and placing orders to
sell the position in a single transaction might affect the quoted price.

The price within the bid-ask spread that is most representative of fair value in the circumstances was
used to measure fair value, which management considers is the last trading price on the reporting date.
The quoted market price used to value financial assets is the current bid price; the quoted market price
for financial liabilities is the current asking price.

A portfolio of financial derivatives or other financial assets and liabilities that are not traded in an active
market is measured at fair value on the basis of the price that would be received to sell a net long
position (ie an asset) for a particular risk exposure or paid to transfer a net short position (ie a liability)
for a particular risk exposure in an orderly transaction between market participants at the measurement
date. This is applicable for assets carried at fair value on a recurring basis if the Company: (a) manages
the group of financial assets and financial liabilities on the basis of the entity s net exposure to a
particular market risk (or risks) or to the credit risk of a particular counterparty in accordance with the
entity s documented risk management or investment strategy; (b) it provides information on that basis
about the group of assets and liabilities to the entity s key management personnel; and (c) the market
risks, including duration of the entity s exposure to a particular market risk (or risks) arising from the
financial assets and financial liabilities is substantially the same.

Valuation techniques such as discounted cash flow models or models based on recent arm s length
transactions or consideration of financial data of the investees, are used to measure fair value of certain
financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level
two measurements are valuations techniques with all material inputs observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three
measurements are valuations not based on solely observable market data (that is, the measurement
requires significant unobservable inputs). Transfers between levels of the fair value hierarchy are
deemed to have occurred at the end of the reporting period. Refer to Note 21.
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3 Significant Accounting Policies (Continued)

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

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

The effective interest method is a method of allocating interest income or interest expense over the
relevant period, so as to achieve a constant periodic rate of interest (effective interest rate) on the
carrying amount.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
(excluding future credit losses) through the expected life of the financial instrument or a shorter period, if
appropriate, to the net carrying amount of the financial instrument. The effective interest rate discounts
cash flows of variable interest instruments to the next interest repricing date, except for the premium or
discount which reflects the credit spread over the floating rate specified in the instrument, or other
variables that are not reset to market rates. Such premiums or discounts are amortised over the whole
expected life of the instrument. The present value calculation includes all fees paid or received between
parties to the contract that are an integral part of the effective interest rate.

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

All purchases and sales of financial assets that require delivery within the time frame established by

is the date on which the Company commits to deliver a financial asset. All other purchases are
recognised when the entity becomes a party to the contractual provisions of the instrument.

The Company uses discounted cash flow valuation techniques to determine the fair value of currency
swaps and forward contracts that are not traded in an active market. Differences may arise between the
fair value at initial recognition, which is considered to be the transaction price, and the amount
determined at initial recognition using a valuation technique with level 3 inputs. Any such differences are
initially recognised within other financial assets or other financial liabilities and are subsequently
amortised on a straight line basis over the term of the currency swaps. The differences are immediately
recognised in profit or loss if the valuation uses only level 1 or 2 inputs.

Derecognition of financial assets. The Company derecognises financial assets when (a) the assets
are redeemed or the rights to cash flows from the assets otherwise expired or (b) the Company has
transferred the rights to the cash flows from the financial assets or entered into a qualifying pass-
through arrangement while (i) also transferring substantially all risks and rewards of ownership of the
assets or (ii) neither transferring nor retaining substantially all risks and rewards of ownership, but not
retaining control.

Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety to
an unrelated third party without needing to impose restrictions on the sale.
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3 Significant Accounting Policies (Continued)

Cash and cash equivalents. Cash and cash equivalents are items which are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value. Cash and
cash equivalents include all interbank placements with original maturities of less than three months.
Funds restricted for a period of more than three months on origination are excluded from cash and cash
equivalents. Cash and cash equivalents are carried at amortised cost.

Loans and deposit placement with related parties. Loans and deposit placement with related parties
are recorded when the Company advances money to purchase or originate an unquoted non-derivative
receivable from related party due on fixed or determinable dates and has no intention of trading the
receivable. Loans and deposit placement with related parties are carried at amortised cost.

Impairment of financial assets carried at amortised cost. Impairment losses are recognised in profit
after

the initial recognition of the financial asset and which have an impact on the amount or timing of the
estimated future cash flows of the financial asset or group of financial assets that can be
reliablyestimated. If the Company determines that no objective evidence exists that impairment was
incurred for an individually assessed financial asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics, and collectively assesses them for
impairment. The primary factors that the Company considers in determining whether a financial asset is
impaired are its overdue status and realisability of related collateral, if any.

The following other principal criteria are also used to determine whether there is objective evidence that
an impairment loss has occurred:

any instalment is overdue and the late payment cannot be attributed to a delay caused by the
settlement systems;

the borrower experiences a significant financial difficulty as evidenced by the borrower s financial
information that the Company obtains;

the borrower considers bankruptcy or a financial reorganisation;

there is an adverse change in the payment status of the borrower as a result of changes in the
national or local economic conditions that impact the borrower;

concession granted by the lender that would not have otherwise been given.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics. Those characteristics are relevant to the estimation of future cash
flows for groups of such assets by being indicative of the debtors ability to pay all amounts due
according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment, are
estimated on the basis of the contractual cash flows of the assets and the experience of management in
respect of the extent to which amounts will become overdue as a result of past loss events and the
success of recovery of overdue amounts. Past experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect past periods, and to remove
the effects of past conditions that do not exist currently.

If the terms of an impaired financial asset held at amortised cost are renegotiated or otherwise modified
because of financial difficulties of the borrower or issuer, impairment is measured using the original
effective interest rate before the modification of terms. The renegotiated asset is then derecognised and
a new asset is recognised at its fair value only if the risks and rewards of the asset substantially
changed. This is normally evidenced by a substantial difference between the present values of the
original cash flows and the new expected cash flows.

Impairment losses are always recognised through an allowance account to write down the asset s
carrying amount to the present value of expected cash flows (which exclude future credit losses that
have not been incurred) discounted at the original effective interest rate of the asset.
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3 Significant Accounting Policies (Continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an improvement
in the debtor s credit rating), the previously recognised impairment loss is reversed by adjusting the
allowance account through profit or loss for the year. Uncollectible assets are written off against the
related impairment loss provision after all the necessary procedures to recover the asset have been
completed and the amount of the loss has been determined. In the course of business the Company
sells impaired loans to third parties. Gains or losses on disposal of impaired loans are recognised in the
Statement of Profit or Loss in the period when sale occurred. Subsequent recoveries of amounts
previously written off are credited to the impairment loss account in profit or loss for the year.

Investment in subsidiaries. Investments in subsidiaries are carried in accordance with IAS 39 as
assets available for sale and are carried at fair value. Dividends on these equity instruments are
recognised in profit or loss for the year when the Company s right to receive payment is established and
it is probable that the dividends will be collected. All other elements of changes in the fair value are
recognised in other comprehensive income until the investment is derecognised or impaired, at which
time the cumulative gain or loss is reclassified from other comprehensive income to profit or loss for the
year.

Impairment losses are recognised in profit or loss for the year when incurred as a result of one or more
events ( loss events ) that occurred after the initial recognition of investment. A significant or prolonged
decline in the fair value of an equity security below its cost is an indicator that it is impaired. The
cumulative impairment loss- measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that asset previously recognised in profit or loss is reclassified
from other comprehensive income to profit or loss for the year. Impairment losses on equity instruments
are not reversed and any subsequent gains are recognised in other comprehensive income.

Debt securities in issue. Debt securities are stated at amortised cost. If the Company purchases its
own debt securities in issue, they are removed from the separate statement of financial position and the
difference between the carrying amount of the liability and the consideration paid is included in interest
expense.

Loans received. Loans received are non-derivative financial liabilities to corporate entities and are
carried at amortised cost.

Other liabilities. Other liabilities are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. Other liabilities are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

Income taxes. Income taxes have been provided for in the separate financial statements in accordance
with Cyprus legislation enacted or substantively enacted as of the end of reporting period. The income
tax (charge)/credit comprises current tax and deferred tax and is recognised in profit or loss for the year
except if it is recognised in other comprehensive income or directly in equity because it relates to
transactions that are also recognised, in the same or a different period, in other comprehensive income
or directly in equity.

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect of
taxable profits or losses for the current and prior periods. Taxes other than on income are recorded
within administrative and other operating expenses.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes. In accordance with the initial recognition exemption, deferred taxes are
not recorded for temporary differences on initial recognition of an asset or a liability in a transaction
other than a business combination if the transaction, when initially recorded, affects neither accounting
nor taxable profit. Deferred tax balances are measured at tax rates enacted or substantively enacted at
the end of the reporting period which are expected to apply to the period when the temporary
differences will reverse or the tax loss carry forwards will be utilised. Deferred tax assets for deductible
temporary differences and tax loss carry forwards are recorded only to the extent that it is probable that
future taxable profit will be available against which the deductions can be utilised.
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3 Significant Accounting Policies (Continued)

Deferred income tax is not recognised on post acquisition retained earnings and other post acquisition
movements in reserves of subsidiaries where the Company controls the subsidiary s dividend policy,
and it is probable that the difference will not reverse through dividends or otherwise in the foreseeable
future. Provision for deferred tax on the undistributed profits of the Company s subsidiaries is made
when the dividend payment is probable and is recognised in other comprehensive income. Withholding
taxes incurred on actual dividend distributions by subsidiaries are recognised in profit or loss once the
right of dividend income is established.

Uncertain tax positions. The Company s uncertain tax positions are assessed by management at the
end of each reporting period. Liabilities are recorded for income tax positions that are determined by
management as more likely than not to result in additional taxes being levied if the positions were to be
challenged by the tax authorities. The assessment is based on the interpretation of tax laws that have
been enacted or substantively enacted at the end of reporting period and any known court or other
rulings on such issues. Liabilities for penalties, interest and taxes other than on income are recognised
based on management s best estimate of the expenditure required to settle the obligations at the end of
the reporting period.

Provisions for liabilities and charges. Provisions for liabilities and charges are non-financial liabilities
of uncertain timing or amount. They are accrued when the Company has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation
can be made.

Share capital. Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares are shown in equity as a deduction, net of tax, from the proceeds.

Treasury shares. Where the Company purchases the Company s equity instruments, the consideration
paid, including any directly attributable incremental external costs, net of income taxes, is deducted from
equity attributable to the owners of the Company until the equity instruments are reissued, disposed of
or cancelled. Where such shares are subsequently disposed of or reissued, any consideration received
is included in equity. The value of GDRs transferred out of treasury shares for the purposes of the long-
term incentive programme for management of the Group are determined based on the weighted
average cost. The Company's equity instruments acquired by employee share trust entity are treated as
a treasury shares when the Company retains the majority of the risks and rewards relating to the
funding arrangement for the trust entity.

Share premium. Share premium is the difference between the fair value of the consideration receivable
for the issue of shares and the nominal value of the shares. Share premium account can only be
resorted to for limited purposes, which do not include the distribution of dividends, and is otherwise
subject to the provisions of the Cyprus Companies Law on reduction of share capital.

Share-based payments. The Company grants equity settled share based payments to employees of its
subsidiary. No share-based payment charge is recognised as no employees are providing services to
the Company. The Company records a debit to the investment in the subsidiaries as a capital
contribution from the parent to the subsidiary and a credit to share-based payment reserve within
equity. When the rewards granted under share-based payment programs vest the Company reclassifies
accumulated share based payment reserve to revaluation reserve.

Dividends. Dividends are recorded in equity in the period in which they are declared. Any dividends
declared after the end of the reporting period and before the separate financial statements are
authorised for issue, are disclosed in the subsequent events note. The separate financial statements of
the Company prepared in accordance with IFRS as adopted by the EU are the basis of available
reserves for distribution. Management considers the Revaluation Reserve to be a distributable reserve.

Income and expense recognition. Interest income and expense are recorded in the separate statement of
profit or loss and other comprehensive income for all debt instruments on an accrual basis using the effective
interest method. This method defers, as part of interest income or expense, all fees paid or received between
the parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts.

Fees integral to the effective interest rate include origination fees received or paid by the entity relating
to the creation or acquisition of a financial asset or issuance of a financial liability, for example fees for
evaluating creditworthiness, evaluating and recording guarantees or collateral, negotiating the terms of
the instrument and for processing transaction documents. Commitment fees received by the Company
to originate loans at market interest rates are integral to the effective interest rate if it is probable that
the Company will enter into a specific lending arrangement and does not expect to sell the resulting loan
shortly after origination.
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3 Significant Accounting Policies (Continued)

All other fees, commissions and other income and expense items are generally recorded on an accrual
basis by reference to completion of the specific transaction assessed on the basis of the actual service
provided as a proportion of the total services to be provided.

When loans and other debt instruments become doubtful of collection, they are written down to present value
of expected cash inflows and interest income is thereafter recorded for the unwinding of the present value
discount based on the asset s original effective interest rate which was used to measure the impairment loss.

Gain on initial recognition of liabilities at rates below market. Gain on initial recognition of liabilities
at rates below market represents the difference between transaction price of instrument received from
subsidiary Bank at non market terms and its fair value that is determed as present value of estimated
future cash flows discounted at rates which are observable.

Foreign currency translation. The functional currency of the Company is the national currency of the
Russian Federation, Russian Rouble

economic substance of the underlying events and circumstances of the Company. The Russian Ruble is
also the presentation currency of the Company.

At 31 December 2016 the rate of exchange used for translating foreign currency balances was
USD 1 = RR 60.6569 (2015: USD 1 = RR 72.8827), and the average rate of exchange was
USD 1 = RR 67.0508 (2015: USD 1 = RR 60.7913).

Offsetting. Financial assets and liabilities are offset and the net amount is reported in the separate
statement of financial position only when there is a legally enforceable right to offset the recognised
amounts, and there is an intention to either settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Financial guarantees. Financial guarantees represent irrevocable assurances to make payments in the
event that a customer cannot meet its obligations to third parties, and carry the same credit risk as
loans. Financial guarantees are initially recognised at their fair value, which is normally evidenced by
the amount of fees received. This amount is amortised on a straight line basis over the life of the
guarantee. At the end of each reporting period, the guarantees are measured at the higher of
(i) the remaining unamortised balance of the amount at initial recognition and (ii) the best estimate of
expenditure required to settle the guarantee at the end of each reporting period.

Amendments of the separate financial statements after issue. Any further changes to these
separate financial statements require approval of the Company s Board of Directors who authorised
these separate financial statements for issue.

Changes in presentation. The management of the Company made a decision to present separate
financial statements for the year ended 2016 in millions of Russian Roubles (RR). The corresponding
figures have been adjusted accordingly.

4 Critical Accounting Estimates and Judgements in Applying Accounting Policies

The Company makes estimates and assumptions that affect the amounts recognised in the separate
financial statements and the carrying amounts of assets and liabilities within the next financial year.
Estimates and judgements are continually evaluated and are based on management s experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Management also makes certain judgements, apart from those involving estimations, in
the process of applying the accounting policies. Judgements that have the most significant effect on the
amounts recognised in the separate financial statements and estimates that can cause a significant
adjustment to the carrying amount of assets and liabilities within the next financial year include:

Investments in subsidiaries. Investment in subsidiaries is valued as the difference between the
Group s market capitalisation and the net assets of the Company excluding investments in
subsidiaries.Refer to Note 21.
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4 Critical Accounting Estimates and Judgements in Applying Accounting Policies
(Continued)

Initial recognition of related party transactions. In the normal course of business the Company
enters into transactions with its related parties. IAS 39 requires initial recognition of financial instruments
based on their fair values. Judgement is applied in determining if transactions are priced at market or
non-market interest rates, where there is no active market for such transactions. The basis for
judgement is pricing for similar types of transactions with unrelated parties and effective interest rate
analysis. Terms and conditions of related party balances are disclosed in Note 23.

Determination of functional currency.

The Company s functional currency is RR.

5 Adoption of New or Revised Standards and Interpretations and New Accounting
Pronouncements

The following amended standards became effective for the Company from 1 January 2016, but did not
have any material impact on the Company:

Accounting for Acquisitions of Interests in Joint O
6 May 2014 and effective for the periods beginning on or after 1 January 2016).

and IAS 38 (issued on 12 May 2014 and effective for the periods beginning on or after
1 January 2016).

effective for annual periods beginning 1 January 2016).

Equity Method in Separate Financial Statement
2014 and effective for annual periods beginning 1 January 2016).

Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective for annual
periods beginning on or after 1 January 2016).

Disclosure Initiative Amendments to IAS 1 (issued on 18 December 2014 and effective for annual
periods on or after 1 January 2016).

Investment Entities: Applying the Consolidation Exception Amendment to IFRS 10, IFRS 12 and
IAS 28 (issued on 18 December 2014 and effective for annual periods on or after
1 January 2016).

Defined Benefit Plans: Employee Contributions - Amendments to IAS 19 (issued on
21 November 2013 and effective for annual periods beginning on or after 1 February 2015).

Annual Improvements to IFRSs 2012 (issued on 12 December 2013 and effective for annual
periods beginning on or after 1 February 2015).

6 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2017 or later, and which the Company has not early adopted.

effective for annual periods beginning on or after 1 January 2018). Key features of the new
standard are:

Financial assets are required to be classified into three measurement categories: those to be
measured subsequently at amortised cost, those to be measured subsequently at fair value
through other comprehensive income (FVOCI) and those to be measured subsequently at fair
value through profit or loss (FVPL).
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6 New Accounting Pronouncements (Continued)

Classification for debt instruments is driven by the entity s business model for managing the financial
assets and whether the contractual cash flows represent solely payments of principal and interest
(SPPI). If a debt instrument is held to collect, it may be carried at amortised cost if it also meets the
SPPI requirement. Debt instruments that meet the SPPI requirement that are held in a portfolio where
an entity both holds to collect assets cash flows and sells assets may be classified as FVOCI. Financial
assets that do not contain cash flows that are SPPI must be measured at FVPL (for example,
derivatives). Embedded derivatives are no longer separated from financial assets but will be included in
assessing the SPPI condition.

Investments in equity instruments are always measured at fair value. However, management can make
an irrevocable election to present changes in fair value in other comprehensive income, provided the
instrument is not held for trading. If the equity instrument is held for trading, changes in fair value are
presented in profit or loss.

Most of the requirements in IAS 39 for classification and measurement of financial liabilities were
carried forward unchanged to IFRS 9. The key change is that an entity will be required to present
the effects of changes in own credit risk of financial liabilities designated at fair value through
profit or loss in other comprehensive income.

IFRS 9 introduces a new model for the recognition of impairment losses the expected credit
losses (ECL) model. There is a three stage approach which is based on the change in credit
quality of financial assets since initial recognition. In practice, the new rules mean that entities will
have to record an immediate loss equal to the 12-month ECL on initial recognition of financial
assets that are not credit impaired (or lifetime ECL for trade receivables). Where there has been a
significant increase in credit risk, impairment is measured using lifetime ECL rather than 12-
month ECL. The model includes operational simplifications for lease and trade receivables.

Hedge accounting requirements were amended to align accounting more closely with risk
management. The standard provides entities with an accounting policy choice between applying
the hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all hedges
because the standard currently does not address accounting for macro hedging.

Upon adoption of IFRS 9 the Company will reconsider the classification of the investment in subsidiary
based on the new classification requirements of IFRS 9.

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and effective for the
periods beginning on or after 1 January 2018). The new standard introduces the core principle that
revenue must be recognised when the goods or services are transferred to the customer, at the
transaction price. Any bundled goods or services that are distinct must be separately recognised, and
any discounts or rebates on the contract price must generally be allocated to the separate elements.
When the consideration varies for any reason, minimum amounts must be recognised if they are not at
significant risk of reversal. Costs incurred to secure contracts with customers have to be capitalised and
amortised over the period when the benefits of the contract are consumed.

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or
after 1 January 2019). The new standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases. All leases result in the lessee obtaining the right to use an asset
at the start of the lease and, if lease payments are made over time, also obtaining financing.

Accordingly, IFRS 16 eliminates the classification of leases as either operating leases or finance leases
as is required by IAS 17 and, instead, introduces a single lessee accounting model.

Lessees will be required to recognise: (a) assets and liabilities for all leases with a term of more than
12 months, unless the underlying asset is of low value; and (b) depreciation of lease assets separately
from interest on lease liabilities in the income statement. IFRS 16 substantially carries forward the
lessor accounting requirements in IAS 17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those two types of leases differently.
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6 New Accounting Pronouncements (Continued)

Dis
periods beginning on or after 1 January 2017). The amended IAS 7 will require disclosure of a
reconciliation of movements in liabilities arising from financing activities. The Company will present this
disclosure in its 2017 financial statements.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts Amendments to IFRS 4
(issued on 12 September 2016 and effective, depending on the approach, for annual periods
beginning on or after 1 January 2018 for entities that choose to apply temporary exemption
option, or when the entity first applies IFRS 9 for entities that choose to apply the overlay
approach). The amendments address concerns arising from implementing the new financial
instruments Standard, IFRS 9, before implementing the replacement Standard that the IASB is
developing for IFRS 4. These concerns include temporary volatility in reported results. The amendments
introduce two approaches: an overlay approach and a deferral approach. The amended Standard will
give all companies that issue insurance contracts the option to recognise in other comprehensive
income, rather than profit or loss, the volatility that could arise when IFRS 9 is applied before the new
insurance contracts Standard is issued.

In addition, the amended Standard will give companies whose activities are predominantly connected
with insurance an optional temporary exemption from applying IFRS 9 until 2021. The entities that defer
the application of IFRS 9 will continue to apply the existing financial instruments Standard IAS 39. The
amendments to IFRS 4 supplement existing options in the Standard that can already be used to
address the temporary volatility.

Annual Improvements to IFRSs 2014-2016 cycle (issued on 8 December 2016 and effective for
annual periods beginning on or after 1 January 2017 for amendments to IFRS 12, and on or after
1 January 2018 for amendments to IFRS 1 and IAS 28). The improvements impact three standards.
The amendments clarify the scope of the disclosure requirements in IFRS 12 by specifying that the
disclosure requirements in IFRS 12, other than those relating to summarised financial information for
subsidiaries, joint ventures and associates, apply to an entity s interests in other entities that are
classified as held for sale or discontinued operations in accordance with IFRS 5. IFRS 1 was amended
and some of the short-term exemptions from IFRSs in respect of disclosures about financial
instruments, employee benefits and investment entities were removed, after those short-term
exemptions have served their intended purpose. The amendments to IAS 28 clarify that an entity has an
investment-by-investment choice for measuring investees at fair value in accordance with IAS 28 by a
venture capital organisation, or a mutual fund, unit trust or similar entities including investment linked
insurance funds. Additionally, an entity that is not an investment entity may have an associate or joint
venture that is an investment entity. IAS 28 permits such an entity to retain the fair value measurements
used by that investment entity associate or joint venture when applying the equity method. The
amendments clarify that this choice is also available on an investment-by-investment basis.

IFRIC 22 Foreign Currency Transactions and Advance Consideration (issued on
8 December 2016 and effective for annual periods beginning on or after 1 January 2018). The
interpretation addresses how to determine the date of the transaction for the purpose of determining the
exchange rate to use on initial recognition of the related asset, expense or income (or part thereof) on
the derecognition of a non-monetary asset or non-monetary liability arising from an advance
consideration in a foreign currency. Under IAS 21, the date of the transaction for the purpose of
determining the exchange rate to use on initial recognition of the related asset, expense or income (or
part thereof) is the date on which an entity initially recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there are multiple payments or receipts in advance,
then the entity must determine the date of the transaction for each payment or receipt of advance
consideration.
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6 New Accounting Pronouncements (Continued)

IFRIC 22 only applies in circumstances in which an entity recognises a non-monetary asset or non-
monetary liability arising from an advance consideration. IFRIC 22 does not provide application
guidance on the definition of monetary and non-monetary items. An advance payment or receipt of
consideration generally gives rise to the recognition of a non-monetary asset or non-monetary liability,
however, it may also give rise to a monetary asset or liability. An entity may need to apply judgment in
determining whether an item is monetary or non-monetary. The Company is currently assessing the
impact of these new standards on its financial statements.

The following other new pronouncements are not expected to have any material impact on the
Company when adopted:

Amendments to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual
periods beginning on or after a date to be determined by the IASB).

19 January 2016 and effective for annual periods beginning on or after 1 January 2017).

Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016 and
effective for annual periods beginning on or after 1 January 2018).

Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and effective for annual
periods beginning on or after 1 January 2018).

Amendments to IFRS 4, Insurance Contracts (issued on 12 September 2016 and effective for
annual periods beginning on or after 1 January 2018).

Transfers of Investment Property Amendments to IAS 40 (issued on 8 December 2016 and
effective for annual periods beginning on or after 1 January 2018).

Unless otherwise described above, the new standards and interpretations are not expected to affect
significantly the Company s financial statements.

7 Cash and Cash Equivalents

In millions of RR 2016 2015

Placements with other banks with original maturities of less than three months
- placements with American Bank (A rated) 167 -
- placements with subsidiary Bank (B+ rated) - 2
- placements with Russian banks (B rated) 1 2

Total cash and cash equivalents 168 4

The Company evaluates the quality of cash and cash equivalents on the basis of Fitch international
ratings and in case of their absence uses Standard & Poor s or Moody s ratings adjusting them to
Fitch s categories using a reconciliation table.

Cash and cash equivalents are not impaired and not past due. Refer to Note 21 for the disclosure of the
fair value of cash and cash equivalents.

Interest rate, maturity and geographical risk concentration analysis of cash and cash equivalents is
disclosed in Note 19.

Information on related party balances is disclosed in Note 23.
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8 Loans and Deposit Placement with Related Party

In millions of RR 2016 2015

Subordinated loans to subsidiary Bank (B+ rated) 452 450
Loans to subsidiaries 272 138
Deposit placements with subsidiary Bank (B+ rated) 9 1,878

Total loans and deposit placement with related party before impairment 733 2,466
Less: Provision for loan impairment (20) (136)

Total loans and deposit placement with related party 713 2,330

On 29 May 2012 the Company issued RR denominated subordinated loan with a nominal value of
RR 450 million at 14.4% per annum maturing on 29 May 2022.

As at 31 December 2016 loans to subsidiaries had a contractual maturity 27 May 2018 and nominal
interest rate of 0.1% p.a.

At 31 December 2016 the deposit placements with subsidiary Bank with a nominal value of RR 9 million
at 13% per annum maturing on 14 September 2019.

At 31 December 2015 loans to subsidiaries had a contractual maturity 14 September 2016 and an
interest rate of 12.00% p.a. On 14 September 2016 the loan was fully redeemed.

At 31 December 2015 the deposit placements with subsidiary Bank with a nominal value of
RR 1,857 million at 14.4% per annum maturing on 17 June 2016 represent funds raised by placement
of Euro-Commercial Papers (ECP). On 17 June 2016 2015 the ECP was fully redeemed and deposit
was closed.

Movements in the provision for loan impairment for the year ended 31 December 2016 are as follows:

In millions of RR

As at 31 December
2015

Recovery for
impairment during

the period

As at
31 December

2016

Loans to subsidiaries 136 (116) 20

Total provision for loan impairment 136 (116) 20

Movements in the provision for loan impairment for the year ended 31 December 2015 are as follows:

In millions of RR

As at 31 December
2015

Recovery for
impairment during

the period

As at
31 December

2016

Loans to subsidiaries - 136 136

Total provision for loan impairment - 136 136

Refer to Note 21 for the estimated fair value of each class of loans and deposit placement with related
party. Interest rate analysis of loans and deposit placements with related party is disclosed in Note 19.
The information on related party balances is disclosed in Note 23.
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9 Investments in Subsidiaries

Investments in subsidiaries represent investment in the share capital of the Bank and investment in the
share capital of the Insurance company.

The Bank is registered in the Russian Federation and was purchased by the Company in
November 2006 (Note 1). The Bank is 100% owned and controlled by the Company.

On 11 March 2014 the Company bought 530 mln newly issued shares of the Bank with a nominal value
of RR 10 each.

On 1 April 2014 the Company bought 100,100 newly issued shares of with
a nominal value of RR 4 thousand each.

Investments in subsidiaries are stated at fair value at the end of each reporting period (Notes 4, 21).

Investments of the Company in and Goward Group Limited have zero fair value.

The movements in investments in subsidiaries for the period ended 31 December 2016 are as follows:

In millions of RR 2016

Carrying amount at 1 January 40,394
Revaluation of investment in subsidiaries 75,953
Share-based payment 855

Carrying amount at 31 December 117,202

The movements in investments in subsidiaries for the period ended 31 December 2015 are as follows:

In millions of RR 2015

Carrying amount at 1 January 32,387
Revaluation of investment in subsidiaries 7,980
Share-based payment 27

Carrying amount at 31 December 40,394

Refer to Note 21 for the disclosure of the fair value of investments in subsidiaries.

10 Loans Received

In millions of RR 2016 2015

Loan from subsidiary Bank 772 195

Total loans received 772 195

As at 31 December 2016 and 2015 loan from subsidiary Bank had a contractual maturity 26 April 2018
and nominal interest rate 7%.

Refer to Note 21 for the disclosure of the fair value of loans received.

Interest rate, maturity and geographical risk concentration analyses of loans received is disclosed in
Note 19. Information on related party balances is disclosed in Note 23.
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11 Debt Securities in Issue

In millions of RR 2016 2015

Euro-Commercial Paper issued in December 2015 (maturing in June 2016) - 1,877

Total debt securities in issue - 1,877

On 2 December 2015 the Company issued RR denominated Euro-Commercial Paper (ECP) with a
nominal value of RR 2,000 million at a discount of 7.2% to nominal value maturing on 20 June 2016.
On 20 June 2016 the ECP was fully redeemed.

12 Other Financial and Non-financial Liabilities

In millions of RR 2016 2015

Other Financial Liabilities

Enhanced exclusivity agreement expense 220 -
Accrued audit and accountancy fees 13 6

Total Other Financial Liabilities 233 6

Other Non-financial Liabilities

Dividends payable under GDRs repurchased for MLTIP purposes 167 -
Other provision 92 13

Total Other Non-financial Liabilities 259 13

The enhanced exclusivity payment represents a payment to the beneficiary shareholder under a
Relationship Agreement dated 22 October 2013.

13 Share Capital

In millions of RR except for
number of shares

Number of
authorised

shares

Number of
issued
shares

Ordinary
shares

Share
premium

Treasury
shares

Total

At 1 January 2015 190,479,500 182,638,825 188 8,623 - 8,811
GDRs buy-back - - - - (324) (324)

At 31 December 2015 190,479,500 182,638,825 188 8,623 (324) 8,487

GDRs buy-back - - - - (1,246) (1,246)
GDRs and shares
transferred under MLTIP - - - - 97 97

At 31 December 2016 190,479,500 182,638,825 188 8,623 (1,473) 7,338

During the year ended 31 December 2016 the Company repurchased 5,659,853 GDRs at amount of
RR 1,246 million at market prices.
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13 Share Capital (Continued)

As at 31 December 2016 treasury shares represent GDRs of the Group repurchased from the market
for the purposes of MLTIP.

As at 31 December 2015 treasury shares represent GDRs of the Group repurchased from the market
for the purposes of MLTIP and shares issued for the purposes of ESOP. Refer to Note 23.

Information on dividends is disclosed in Note 18.

14 Interest Income and Expense

In millions of RR 2016 2015

Interest income
Loans and deposit placement with related parties, including:

Deposit placement with subsidiary Bank 123 23
Subordinated loan to subsidiary Bank 65 76
Loan to subsidiaries 14 4

Total interest income 202 103

Interest expense
Loans from subsidiary Bank 140 17
Euro-Commercial Papers 123 22
Loans from subsidiaries - 8

Total interest expense 263 47

(Net interest expense) / Net interest income (61) 56

15 Net Gains from Operations with Foreign Currencies

In millions of RR 2016 2015

Foreign exchange revaluation gains less losses 36 49
Realised foreign exchange translation gains less losses/(losses less gains) 94 (1)

Total gains from operations with foreign currencies 130 48

16 Administrative and Other Operating Expenses

In millions of RR 2016 2015

Enhanced exclusivity agreement expense 23 257 -
Other provision 81 -
Legal and consulting fees 72 57
Audit and accountancy fees 23 20
Taxes other than income tax 3 -
Other administrative expenses 2 1

Total administrative and other operating expenses 438 78
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16 Administrative and Other Operating Expenses (Continued)

The expenses stated above include fees of RR 6.5 million (2015: RR 6.5 million) for audit services and
RR 4.3 million (2015: RR 1 million) for tax consultancy services.

17 Income Taxes

Income tax expense comprises the following:

In millions of RR 2016 2015

Corporation tax (54) (18)
Overseas tax withheld at source (283) -

Income tax expense for the year (337) (18)

The tax on the Company s profit before tax differs from the theoretical amount that would arise using the
applicable tax rates as follows:

In millions of RR 2016 2015

Profit/(Loss) before income tax 5,467 (32)

Theoretical tax charge at statutory rate of 12.5% (2015: 12.5%) (683) 4
Tax effect of expenses not deductible for tax purposes (32) (19)
Underprovision of tax for prior year (48) (12)
Tax effect of allowances and income not subject to tax 709 9
Overseas tax withheld at source (283) -

Income tax expense for the year (337) (18)

Gains on disposal of qualifying titles (including shares, bonds, debentures, rights thereon etc.) are exempt
from Cyprus income tax. At 31 December 2016 and 2015 the Company had no tax losses carried forward.

18 Dividends

In millions of RR 2016

Dividends receivable at 1 January 2016 -
Dividends income during the year 5,668
Dividends received during the year (5,385)
Tax on dividends withheld at source (283)

Dividends receivable at 31 December 2016 -

Dividends payable at 1 January 2016 -
Dividends declared during the year 4,506
Dividends paid during the year (4,227)
Foreign exchange loss on dividends payable (112)

Dividends payable at 31 December 167

Dividends per share declared during the year (in RR) 24.67
Dividends per share declared during the year (in USD) 0.38
Dividends per share paid during the year (in RR) 23.15
Dividends per share paid during the year (in USD) 0.38
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18 Dividends (Continued)

On 16 May 2016 the Board of Directors declared a dividend of RR 11.04 (USD 0.17) per share/per GDR
amounting to RR 2,016 million (USD 31 million) due for payment on 6 June 2016.

On 29 November 2016 the Board of Directors declared a dividend of RR 13.63 (USD 0.21)
per share/per GDR amounting to RR 2,490 million (USD 38.5 million) due for payment on
19 December 2016.

In 2016 all dividends were declared and paid in USD. No dividends were declared and paid in 2015.

Dividends payable at 31 December 2016 in the amount of RR 167 million are related to treasury shares
acquired under MLTIP and included in other non-financial liabilities.

19 Financial Risk Management

The risk management function within the Company is carried out in respect of financial risks (credit,
market, currency, liquidity and interest rate), operational risks and legal risks. The primary objectives of
the financial risk management function are to establish risk limits, and then ensure that exposure to
risks stays within these limits. The operational and legal risk management functions are intended to
ensure proper functioning of internal policies and procedures to minimise operational and legal risks.

Credit risk. The Company takes on exposure to credit risk which is the risk that one party to a financial
instrument will cause a financial loss for the other party by failing to discharge an obligation. Exposure
to credit risk arises as a result of the cash and cash equivalents and Company s lending and other
transactions with counterparties giving rise to financial assets.

The Company s maximum exposure to credit risk is reflected in the carrying amounts of financial assets
on the separate statement of financial position. The impact of possible netting of assets and liabilities to
reduce potential credit exposure is not significant. The credit risk is controlled by management of the
Company, by approving limits on the level of credit risk by borrowers.

Market risk. The Company takes on exposure to market risks. Market risks arise from open positions in
(a) currency, (b) interest rate and (c) equity products, all of which are exposed to general and specific
market movements. Management sets limits on the value of risk that may be accepted, which are
monitored on a daily basis. However, the use of this approach does not prevent losses outside of these
limits in the event of more significant market movements.

Currency risk. In respect of currency risk, the management sets limits on the level of exposure by
currency and in total for both overnight and intra-day positions, which are monitored daily.

The table below summarises the Company s exposure to foreign currency exchange rate risk at the end
of the reporting period:

At 31 December 2016 At 31 December 2015

In millions of RR

Monetary
financial

assets

Monetary
financial
liabilities

Net balance
sheet

position

Monetary
financial

assets

Monetary
financial
liabilities

Net balance
sheet

position

RR 714 (1,003) (289) 2,334 (2,076) 258
US Dollars 167 - 167 - - -
EUR - (2) (2) - (2) (2)

Total 881 (1,005) (124) 2,334 (2,078) 256

The above analysis includes only monetary assets and liabilities. Non-monetary assets are not
considered to give rise to any material currency risk.
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19 Financial Risk Management (Continued)

The following table presents sensitivities of profit or loss and equity to reasonably possible changes in
exchange rates applied at the end of the reporting period, with all other variables held constant:

At 31 December 2016 At 31 December 2015

In millions of RR

Pre-tax
impact on

profit or loss

Impact on
equity

Pre-tax
impact on

profit or loss

Impact on
equity

USD strengthening by 20% (2015: by 30%) 33.4 33.4 - -
USD weakening by 20% (2015: by 30%) (33.4) (33.4) - -
EUR strengthening by 20% (2015: by 30%) (0.4) 0.4 (0.6) 0.6
EUR weakening by 20% (2015: by 30%) 0.4 (0.4) 0.6 (0.6)

Interest rate risk. The Company takes on exposure to the effects of fluctuations in the prevailing levels
of market interest rates on its financial position and cash flows. Interest margins may increase as a
result of such changes but may reduce or create losses in the event of unexpected movements.
Management monitors on a daily basis and sets limits on the level of mismatch of interest rate repricing
that may be undertaken. The table below summarises the Company s exposure to interest rate risk. The
table presents the aggregated amounts of the Company s financial assets and liabilities at carrying
amounts, categorised by the earlier of contractual interest repricing or maturity dates.

In millions of RR

On
Demand
and less

than
1 month

From
1 to 6

months

From
6 to 12

months

More than
1 year

Non-interest
bearing

financial
instruments

Total

31 December 2016
Total financial assets 168 - - 713 117,202 118,083
Total financial liabilities - (233) - (772) - (1,005)

Net interest sensitivity gap
at 31 December 2016 168 (233) - (59) 117,202 117,078

31 December 2015
Total financial assets 4 1,878 2 450 40,394 42,728
Total financial liabilities - (1,883) - (195) - (2,078)

Net interest sensitivity gap
at 31 December 2016 4 (5) 2 255 40,394 40,650

At 31 December 2016 if interest rates at that date had been 200 basis points higher/lower (2015:
500 basis points higher/lower), with all other variables held constant, profit and equity would have been
RR 2 million higher/lower (2015: RR 13 million higher/lower).

The Company monitors interest rates for its financial instruments. The table below summarises effective
interest rates set as at 31 December 2016 and 2015 based on reports reviewed by key management
personnel:

In % p.a.
2016 2015

RR USD RR USD

Assets
Cash and cash equivalents 0.0 0.0 0.0 -
Loans and deposit placement with related parties
- Loan to subsidiaries 9.3 - 12.7 -
- Subordinated loan to subsidiary Bank 15.4 - 15.4 -
- Deposit placements with subsidiary Bank 13.0 - 14.5 -
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19 Financial Risk Management (Continued)

In % p.a.
2016 2015

RR USD RR USD

Liabilities
Debt securities in issue - - 14.5 -
Loans received 13.6 - 13.6 -

- in the table above means that the Company does not have the respective assets or
liabilities in the corresponding currency.

Other price risk. The Company has exposure to equity price risk mainly as a result of a decrease in the
fair value of investments in subsidiaries. Sensitivity analysis of investments in subsidiaries is disclosed
in Note 21.

Geographical risk concentrations. The geographical concentration of the Company s financial assets
and liabilities at 31 December 2016 is set out below:

In millions of RR
Russian

Federation
OECD Other Non-

OECD
Total

Financial assets
Cash and cash equivalents 1 167 - 168
Loans and deposit placement with related

parties 713 - - 713
Investment in subsidiaries 117,202 - - 117,202

Total financial assets 117,916 167 - 118,083

Financial liabilities
Debt securities in issue - - - -
Loans received 772 - - 772
Other liabilities 231 - 2 233

Total financial liabilities 1,003 - 2 1,005

Net separate statement of financial
position 116,913 167 (2) 117,078
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19 Financial Risk Management (Continued)

The geographical concentration of the Company s financial assets and liabilities at 31 December 2015
is set out below:

In millions of RR
Russian

Federation
OECD Other Non-

OECD Total

Financial assets
Cash and cash equivalents 4 - - 4
Loans and deposit placement with related

parties 2,330
-

- 2,330
Investment in subsidiaries 40,394 - - 40,394

Total financial assets 42,728 - - 42,728

Financial liabilities
Debt securities in issue 1,877 - - 1,877
Loans received 195 - - 195
Other liabilities 4 - 2 6

Total financial liabilities 2,076 - 2 2,078

Net separate statement of financial
position 40,652 - (2) 40,650

Assets and liabilities have been based on the country in which the counterparty is located. Cash on
hand has been allocated based on the country in which it is physically held.

Other risk concentrations. Most financial assets are due from the subsidiary Bank.

Liquidity risk. Liquidity risk is defined as the risk that an entity will encounter difficulty in meeting
obligations associated with financial liabilities.

The table below shows liabilities at 31 December 2016 by their remaining contractual maturity. The
amounts disclosed in the maturity table are the contractual undiscounted cash flows. Such
undiscounted cash flows differ from the amount included in the separate statement of financial position
because the separate statement of financial position amount is based on discounted cash flows.

In millions of RR

On Demand
and less than

1 month

From
1 to 6

months

From
6 to 12

months

More than
1 year

Total

Liabilities
Loans received 1 22 27 789 839
Other financial liabilities - 233 - - 233

Total potential future
payments for financial
obligations 1 255 27 789 1,072
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19 Financial Risk Management (Continued)

The maturity analysis of financial liabilities at 31 December 2015 is as follows:

In millions of RR

On Demand
and less than

1 month

From
1 to 6

months

From
6 to 12

months

More than
1 year

Total

Liabilities
Loans received - 6 7 213 226
Debt securities in issue - 2,143 - - 2,143
Other financial liabilities - 6 - - 6

Total potential future
payments for financial
obligations - 2,155 7 213 2,375

20 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the
Company may be received. On the basis of its own estimates and internal professional advice
management is of the opinion that no material losses will be incurred in respect of any current or
potential claims and accordingly no provision has been made in these separate financial statements.

Taxation. Cypriot tax legislation is subject to varying interpretations. There are transactions and
calculations for which the ultimate tax determination is uncertain. The Company recognises liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final
tax outcome of these matters is different from the amounts that were initially recorded, such differences
will impact the current and deferred income tax assets and liabilities in the period in which such
determination is made.

The Company is incorporated outside Russia. Tax liabilities of the Company are determined on the
assumption that it is not subject to Russian profits tax because it does not have a permanent
establishment in Russia. The Company is a tax resident of Cyprus only and full beneficial owner of the
Bank and Insurance Company. This interpretation of relevant legislation may be challenged but the
impact of any such challenge cannot be reliably estimated currently; however, it may be significant to
the financial position and/or the overall operations of the Company.

21 Fair Value of Financial Instruments

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level
two measurements are valuations techniques with all material inputs observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three
measurements are valuations not based on observable market data (that is, unobservable inputs).
Management applies judgement in categorising financial instruments using the fair value hierarchy. If a
fair value measurement uses observable inputs that require significant adjustment, that measurement is
a level 3 measurement. The significance of a valuation input is assessed against the fair value
measurement in its entirety.
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21 Fair Value of Financial Instruments (Continued)

(a) Recurring fair value measurements

Recurring fair value measurements are those that the accounting standards require or permit in the
separate statement of financial position at the end of each reporting period. The level in the fair value
hierarchy into which the recurring fair value measurements are categorised are as follows:

31 December 2016 31 December 2015
In millions of RR Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

ASSETS AT FAIR
VALUE

Investments in
subsidiaries - 117,202 - 117,202 - 40,394 - 40,394

Total assets
recurring fair
value
measurements - 117,202 - 117,202 - 40,394 - 40,394

Investments in subsidiary Bank and insurance company are stated at fair value based on market
valuation (2015: same).

The valuation technique and inputs used in the fair value measurement for level 2 measurements are as
follows as at 31 December 2016

In millions of RR Fair value Valuation technique Inputs used

ASSETS AT FAIR VALUE
Investments in subsidiaries 117,202

The amount of investments in
subsidiaries is valued as the
difference between Group s

market capitalisation and net
assets of the Company

excluding investments in
subsidiaries.

Market quote of USD 10.55 for
1 share at 31 December 2016;
Number of outstanding shares;

Market interest rates.

Total recurring fair value
measurements at level 2 117,202

The valuation technique and inputs used in the fair value measurement for level 2 measurements are as
follows as at 31 December 2015:

In millions of RR Fair value Valuation technique Inputs used

ASSETS AT FAIR VALUE
Investments in subsidiaries 40,394

The amount of investments in
subsidiaries is valued as the
difference between Group s

market capitalisation and net
assets of the Company

excluding investments in
subsidiaries.

Market quote of USD 3.05 for
1 share at 31 December 2015;
Number of outstanding shares;

Market interest rates.

Total recurring fair value
measurements at level 2 40,394

There were no changes in valuation technique for level 2 recurring fair value measurements during the
year ended 31 December 2016 (2015: none).
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21 Fair Value of Financial Instruments (Continued)

At 31 December 2016 if market quote of GDR of the Company at that date had been 80% higher/lower
(2015: 60% higher/lower), with all other variables held constant, the fair value of the investment in
subsidiaries would have been RR 93,826 million higher/lower (2015: RR 24,360 million higher/lower).

(b) Assets and liabilities not measured at fair value but for which fair value is disclosed

Fair values analysed by level in the fair value hierarchy and carrying value of assets not measured at
fair value are as follows:

In millions of RR

31 December 2016 31 December 2015
Level 1 Level 2 Level 3 Carrying

value
Level 1 Level 2 Level 3 Carrying

value

FINANCIAL ASSETS
CARRIED AT
AMORTISED COST

Cash and cash
equivalents

Placement with Russian
and American banks - 168 - 168 - 2 - 2

Placement with subsidiary
bank - - - - - 2 - 2

Loans and deposit
placement with related
parties

Subordinated loan to
subsidiary Bank - - 543 452 - - 521 450

Loan to subsidiaries - - 250 252 - - 2 2
Deposit placement with
subsidiary Bank - - 9 9 - - 1,894 1,878

Total financial assets
carried at amortised
cost - 168 802 881 - 4 2,417 2,334

FINANCIAL LIABILITIES
CARRIED AT
AMORTISED COST

Loans received - - 794 772 - - 200 195
Debt securities in issue - - - - 1,894 - - 1,877
Other financial liabilities - - 233 233 - - 6 6

Total financial liabilities
carried at amortised
cost - - 1,027 1,005 1,894 - 206 2,078



TCS Group Holding PLC
Notes to the Separate Financial Statements 31 December 2016

29

21 Fair Value of Financial Instruments (Continued)

Average discount rates used depend on the currency and maturity of the instrument and the credit risk
of the counterparty and were as follows:

In % p.a. 2016 2015

Assets
Cash and cash equivalents - -
Loans and advances to customers
- Loan to subsidiaries 10.1 12.7
- Subordinated loan to subsidiary Bank 10.1 11.8
- Deposit placement with subsidiary Bank 13.0 11.6

Liabilities
Loans received 10.8 12.4
Debt securities in issue - 11.6

The fair values in level 2 and level 3 of fair value hierarchy were estimated using the discounted cash
flows valuation technique. The fair value of floating rate instruments that are not quoted in an active
market was estimated to be equal to their carrying amount. The fair value of unquoted fixed interest rate
instruments was estimated based on estimated future cash flows expected to be received discounted at
current interest rates for new instruments with similar credit risk and remaining maturity.

22 Presentation of Financial Instruments by Measurement Category

For the purposes of measurement, IAS 39, Financial Instruments: Recognition and Measurement,
classifies financial assets into the following categories: (a) loans and receivables; (b) available-for-sale
financial assets ; (c) financial assets held to maturity and (d) financial assets at fair value through

(i) assets designated as such upon initial recognition, and (ii) those classified as held for trading.

The following table provides a reconciliation of classes of financial assets with these measurement
categories as of 31 December 2016:

In millions of RR
Loans and

receivables
AFS Total

Cash and cash equivalents 168 - 168
Loans and deposit placement with related parties:
Subordinated loan to subsidiary Bank 452 - 452
Loan to subsidiaries 252 - 252
Deposit placement with subsidiary Bank 9 - 9

FINANCIAL ASSETS CARRIED AT FAIR VALUE
Investment in subsidiaries - 117,202 117,202

Total financial assets 881 117,202 118,083
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22 Presentation of Financial Instruments by Measurement Category (Continued)

The following table provides a reconciliation of classes of financial assets with these measurement
categories as of 31 December 2015:

In millions of RR
Loans and

receivables
AFS Total

Cash and cash equivalents 4 - 4
Loans and deposit placement with related parties:
Deposit placement with subsidiary Bank 1,878 - 1,878
Subordinated loan to subsidiary Bank 450 - 450
Loan to subsidiaries 2 - 2

FINANCIAL ASSETS CARRIED AT FAIR VALUE
Investment in subsidiaries - 40,394 40,394

Total financial assets 2,334 40,394 42,728

As of 31 December 2016 and 31 December 2015 all of the Company s financial liabilities were carried at
amortised cost.

23 Related Party Transactions

Parties are generally considered to be related if they are under common control or one party has the
ability to control the other party or can exercise significant influence over the other party in making
financial or operational decisions. In considering each possible related party relationship, attention is
directed to the substance of the relationship, not merely the legal form.

The outstanding balances with related parties were as follows:

31 December 2016 31 December 2015

In millions of RR
Subsidiary Other related

parties
Subsidiary Other related

parties

ASSETS
Cash and cash equivalents (contractual interest
rate 2016 and 2015: 6.6% p.a.) - - 2 -

Loans and deposit placement with related parties
(contractual interest rate 2016: from 0.1% to
14.4%, 2015: from 4.5% to 14.4% p.a.) 713 - 2,330 -

Investments in subsidiaries 117,202 - 40,394 -

LIABILITIES
Loans from related parties (contractual interest
rate 2016 and 2015: 7% p.a.) 772 - 195 -

Other financial liabilities - 220 - -

Other related parties in the tables above are represented by entities which are under control of the
Company s ultimate beneficiary Oleg Tinkov or by himself.
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23 Related Party Transactions (Continued)

Income, expenses and other comprehensive income with related parties for 2016 and 2015 are as
follows:

2016 2015

In millions of RR
Subsidiary Other related

parties
Subsidiary Other related

parties

Interest income 202 - 103 -
Interest expense (140) - (25) -
Enhanced exclusivity agreement
expense - (257) - -

Release of/(Provision for) loan
impairment 116 - (136) -

Dividend income 5,668 - - -
Gain on initial recognition of
liabilities at rates below market 52 - 33 -

Net gains from operations with
foreign currencies 75 - 77 -

Financial guarantee amortisation - - 45 -
Other comprehensive income:
Revaluation of investments in
subsidiaries 75,953 - 7,980 -

In 2016 the total remuneration of Directors listed in the Report of the Board of Directors amounted to
RR 18 million (2015: RR 18 million).

Management long-term incentive programme. On 31 March 2016 the Company introduced MLTIP as
both a long-term incentive and retention tool for the management of the Bank and Insurance company.
The maximum share capital attributable to the plan was 4.1% of issued share capital at 31 March 2016.

The employees cannot own or exercise their shareholder rights over GDRs within MLTIP directly.
Employees are entitled to the dividends, if any. The total number of GDRs attributable to the
Management according to MLTIP is 7,504 thousand.

The fair value as at recognition date of the equity-settled share-based payments (31 March 2016) is
determined on the basis of a market quote.

The delivery dates as of which the GDRs are allowed to be sold by the participants correspond to the
vesting dates at 14 April 2016 and each subsequent 31 March each year until 2020.

Employee share option plan. In May 2011 the Company introduced ESOP as a long-term incentive
and retention tool for the key management of the Bank. The number of shares in issue for ESOP
purposes was 3,383 thousand. The liquidity event when vested shares could be sold by the key
management was the earliest of the IPO, change of control or 1 January 2016.

On 1 June 2016 all conditions to the third and final vesting in ESOP were fully satisfied and ESOP has
satisfied its delivery commitment. Accumulated share based payment reserve has been transferred to
Retained earnings.

Equity long-term incentive plan In January 2011 the Company also introduced a long-term incentive
plan (Equity LTIP) for the management of the Bank. The senior and middle management, not
participating in the ESOP, was entitled to cash payment calculated under their individual packages
defined as a percentage of shares as at the date of the plan introduction. The liquidity event was the
earliest of the IPO or change of control.

In July 2013, management of the Bank and the shareholders agreed to settle the existing cash-settled
share-based compensation plan for USD 1 and to introduce a new equity-settled share-based
compensation plan.



TCS Group Holding PLC
Notes to the Separate Financial Statements 31 December 2016

32

23 Related Party Transactions (Continued)

At the date of modification the full carrying amount of the liability was transferred to equity as this
represents settlement provided by the employees for the equity instruments granted to them.

As at 14 April 2016 after first vesting date of MLTIP, Equity LTIP was cancelled and accelerated
expenses have been accrued. Full amount of Share-based payment reserve accumulated has been
transferred to Retained earnings.

24 Events after the End of the Reporting Period

In February 2017 the Group granted shares to new participants in MLTIP and also granted addtional
shares to the existing participants which resulted in increase in total shares granted under MLTIP to
5.6% of issued share capital of the Group as at 31 March 2016.

On 14 March 2017 the Group adopted a new dividend policy which had been in effect since 2 March
2016. The new dividend policy of the Group is to distribute surplus capital on a quarterly basis as
determined by the Board with a target dividend payout ratio in respect of each quarter of each financial
year of 50% of the net income achieved in the preceding financial quarter based on IFRS financial
statements for that period, subject always to: any bank, funding or other covenants by which the Group
is bound from time to time; and minimum regulatory capital requirements and other applicable prudential
considerations/solvency commitments.


