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This Explanatory Note:

is a an integral part of the interim accounting (financial) statements of[footnoteRef:2] Sberbank[footnoteRef:3] for the first quarter of 1 prepared in compliance with the current legislation of the Russian Federation;[footnoteRef:4] [2:  Hereinafter referred to as the "Interim Statements."]  [3:  Hereinafter referred to as "Sberbank," the "Bank."]  [4:  Bank of Russia Directive No. 3081-U dated October 25, 2013, On Disclosures by Lending Institutions Related to Their Operations.] 

provides for the disclosure of material information on Sberbank’s operations that has not been presented as part of the forms of interim statements;
is based on statutory reporting forms[footnoteRef:5] and other forms of the Bank prepared under Russian Accounting Standards[footnoteRef:6] and does not include the information from consolidated financial statements of Sberbank Group;[footnoteRef:7] [5:  Bank of Russia Directive No. 2332-U dated November 12, 2009, On the List, Forms, and Procedures for Preparing and Submitting Reporting Forms by Credit Institutions to the Central Bank of the Russian Federation."]  [6:  Hereinafter referred to as the "RAS."]  [7:  Hereinafter referred to as the "Group," "Sberbank Group."] 

does not take into account the events after the reporting date;
is presented in RUB millions, unless otherwise specified;
includes comparable figures for 2015 and 2016.

Sberbank's interim statements contain the following: Balance Sheet; Statement of Financial Performance; Statement of Capital Adequacy to Cover Risks, Provisions for Possible Loan Losses and Losses on Other Assets; Statement of Obligatory Ratios and Leverage Ratio; Statement of Cash Flows; and Explanatory Information. The interim statements are posted on the official website of Sberbank of Russia at www.sberbank.com.

[bookmark: _Toc452372273][bookmark: _Toc452570523]
General Information
Full corporate name of the Bank: Sberbank of Russia 
Short corporate name of the Bank: Sberbank
Registered address: 19, Vavilova St., Moscow 117997, Russia 

[bookmark: _Toc452372274][bookmark: _Toc452570524]Sberbank Banking Group 
In the first quarter of 2016, the number members in the banking group changed by 7 and stood at 237 companies as of April 1, 2016.
	
	April 1, 2016
	January 1, 2016

	Number of members of the Group, including
	237
	230

	Direct control
	44
	43

	Indirect control
	191
	184

	Indirect control and, at the same time, direct participation
	2
	3


The Bank draws up its consolidated statements under RAS in accordance with the Accounting Policy of Sberbank banking group. The consolidated statements of Sberbank Group as of April 1, 2016, include the statements of 85 companies.
	
	Company name
	Share of control
 Groups 

	
	Direct control by the Bank
	

	1
	Sberbank Leasing Joint-Stock Company
	100.0000%

	2
	Sberbank Capital Limited Liability Company
	100.0000%

	3
	Subsidiary Bank Sberbank of Russia Open Joint-Stock Company
	99.9977%

	4
	Sberbank
	100.0000%

	5
	Sberbank Investments Limited Liability Company
	100.0000%

	6
	Sberbank – Automated Trading System Closed Joint-Stock Company
	100.0000%

	7
	BPS-Sberbank Open Joint-Stock Company (group of companies)*
	98.4266%

	8
	SB International S.a.r.l. (group of companies)*
	100.0000%

	9
	Sberbank Europe AG (group of companies)*
	100.0000%

	10
	Sberbank Financial Limited Liability Company
	100.0000%

	11
	Cetelem Bank Limited Liability Company
	79.2000%

	12
	Denizbank Anonim Sirketi (group of companies)*
	99.8526%

	13
	Sberbank Private Pension Fund Joint-Stock Company 
	100.0000%

	14 
	Sberbank Life Insurance Company Ltd.
	100.0000%

	15
	Promising Investments Limited Liability Company
	100.0000%

	

	Indirect control by the Bank
	

	1
	Sberbank (Switzerland) AG
	99.2800%


* Companies that submit reports by subgroups (in aggregate, the subgroups have 73 companies, including parent companies).

The remaining 152 companies have a minimal impact on the bank's financial indicators or are not named in Clause 1.2 of Bank of Russia Regulation No. 509-P dated December 3, 2015, On Calculation of the Amount of Equity (Capital), Required Ratios, and Amounts (Limits) of Open Currency Positions of Banking Groups."
Through its network of subsidiary banks and financial companies, the Bank is present in the markets of other countries:
Subsidiary banks: in the Republic of Kazakhstan, Ukraine, Republic of Belarus, Switzerland, Austria (with a chain of banks in the Czech Republic, Slovakia, Hungary, Croatia, Serbia, Slovenia, Bosnia and Herzegovina, Banja Luka in Bosnia and Herzegovina, and a branch in Germany), Turkey (with a subsidiary bank in Austria).
Financial companies: in the Republic of Kazakhstan, Ireland, United States of America, Great Britain, and Cyprus.
Within their regions of presence, subsidiary banks offer a wide range of banking services to retail and corporate customers and perform operations in financial markets. All operations are made under licenses obtained from national regulators. The financial companies provide services in accordance with their specialization.
 In India, the Bank is represented by its affiliate Sberbank in New Delhi, and in Bahrain, by the affiliate of its subsidiary DenizBank A.S.
[bookmark: _Toc339621575]In addition, the Bank exercises a number of functions through two foreign representative offices located in Germany and China. These representative offices are not directly involved in banking operations but contribute to promoting the business of the Bank and its customers in their regions of presence.
This Explanatory Information is included in the interim financial statements of Sberbank under RAS for the first quarter of 2016 and does not include the Group's consolidated statements or individual reporting data of the Group's members.

The consolidated financial statements of Sberbank prepared under the International Financial Reporting Standards (hereinafter referred to as the "IFRS") are disclosed on the official website of Sberbank at: www.sberbank.com.
[bookmark: _Toc452372275][bookmark: _Toc452570525]
Brief Description of Activities of the Bank
[bookmark: _Toc452372276][bookmark: _Toc452570526]Nature of Operations and Principal Lines of Business of the Bank
Sberbank's core business is banking operations:
Operations with corporate customers: maintaining settlement and current accounts, opening deposits, offering financing, granting guarantees, supporting export and import operations, cash collection service, conversion services, transfers to corporate customers, etc.
Operations with retail customers: accepting funds as deposits and investments in the Bank's securities, loans, bank card services, operations with precious metals, buying and selling foreign currencies, payments, transfers, deposits of valuables, etc.
Operations in financial markets: securities, derivative financial instruments, foreign currency, etc.
The Bank operates under General License No. 1481 for Banking Operations issued by Bank of Russia on August 11, 2015. In addition, Sberbank holds licenses for banking operations pertaining to attracting deposits and placing precious metals, other operations with precious metals, licenses of a professional securities market participant to act as a broker, dealer, depositary, and a securities manager.
Sberbank has been a member of the deposit insurance system since January 11, 2005. Pursuant to Russian laws, the Bank makes quarterly insurance contributions to the Mandatory Deposit Insurance Fund. In the first quarter of 2016, the Bank's expenses on deductions to this Fund amounted to RUB 10.1 billion and exceeded the first quarter of 2015 amount by 25.7% due to an increase in funds raised from individuals.


[bookmark: _Toc452372277][bookmark: _Toc452570527]Key Performance Indicators for the First Quarter of 2016
Sberbank ended the first quarter of 2016 with the following economic indicators.[footnoteRef:8] [8:  Here and elsewhere, the figures provided in the tables may differ from calculation data as a result of rounding.] 

	RUB million
	April 1, 2016
	January 1, 2016

	Assets
	22,369,241
	22,706,916

	Capital[footnoteRef:9] [9:  Capital is calculated in accordance with Regulation No. 395-P On Methods for Defining the Value and Assessing the Adequacy of Equity (Capital) of Credit Organizations (Basel III) approved by Bank of Russia on December 28, 2012, and in effect as of the corresponding reporting date (hereinafter referred to as the "Bank of Russia Regulation No. 395-P"). ] 

	2,728,547
	2,658,051



	
	The first quarter of 2016
	The first quarter of 2015[footnoteRef:10] [10:  No data audit has been performed for the first quarter of 2015.] 


	Profit before taxes
	114,890
	50,144

	Profit after taxes
	100,444
	26,320



Bank assets in the first quarter of 1 decreased mainly due to a reduction in net loan receivables and cash funds. 
Capital as of April 1, 2016, amounted to RUB 2.728.5 billion, which is RUB 70.5 billion more than the total as of January 1, 2016. 
Net profit earned is the key factor of capital growth.
The capital dynamics was also influenced by the bank's gradual transition to Basel III requirements. The transition to the new requirements on accounting for investments in capital of financial institutions, accounting for revaluation of securities, and accounting for granted subordinated loans shall be carried out gradually over a period of 5 years in accordance with the requirements of Bank of Russia starting from 2014. These factors affect the capital in different directions.
 

[bookmark: _Toc316031383][bookmark: _Toc320614730][bookmark: _Toc320622457][bookmark: _Toc333395424][bookmark: _Toc334185412][bookmark: _Toc339621503][bookmark: _Toc340070408]Ratings assigned to Sberbank by international agencies

	 
	April 1, 2016
	January 1, 2016

	
	Fitch Ratings
	Moody’s
	Fitch Ratings
	Moody’s

	Long-term foreign currency rating: 
	 
	 
	 
	 

	Sberbank 
	BBB-
	 Ba2
	BBB-
	 Ba2

	Russian Federation
	BBB-
	 Ba1
	BBB-
	 Ba1

	Rating of international liabilities 
	 
	 
	 
	 

	Loan participation notes issued as part of Sberbank's MTN program 
	BBB-
	 Ba1
	BBB-
	 Ba1

	Eurobonds of the Russian Federation
	BBB-
	 Ba1
	BBB-
	 Ba1




[bookmark: _Toc452372278][bookmark: _Toc452570528]Factors Affecting the Bank's Financial Results in the First Quarter of 2016 
The Russian economy continues to show its recession trend. The economic indicators of the first quarter of 2016 prove the retention of the key negative factors of economy development. The duration and depth of recession depended largely on such factors as unfavorable conditions with raw materials—that is, low oil prices, international sectoral sanctions imposed on Russia, contraction of investment, and reduced household consumption.
[bookmark: _Ref451942248]Following the results of the first quarter of 2016, GDP reduced by 1.2%[footnoteRef:11] compared to the first quarter of 2015. The economy has been contracting for 7 quarters running starting from the third quarter of 2014, and based on GDP as of the first quarter of 2016 the Russian economy went down to the level of 2011.  [11:  According to Rosstat.] 

Industrial production in the first quarter of 2016 reduced by 0.6%10 compared to the first quarter of 2015. 
[bookmark: _Ref451942438]Retail sales in the first quarter of 2016 reduced by 5.4%10 compared to the first quarter of 2015. Further decay in the retail sector was caused by continued decline in real disposable income (by 3.9%10 in the first quarter of 2016 compared to the first quarter of 2015), transfer to the saving behavioral model by the population, and contraction of retail lending (decline by 1.2%10 for the first quarter of 2016 with due regard to currency revaluation). Transfer to the saving behavioral model by the population showed itself in the growth of the share of income saved, which grew to 15.7%[footnoteRef:12] of the total disposable income by March 2016, thus hitting its maximum since 2011. Concurrently, the time period of considerable growth in household deposits came to an end—they reduced by 3.0%[footnoteRef:13] for the first quarter of 2016, inter alia, due to the trends of currency exchange rates. The consumer confidence index, which reflects the comprehensive consumer expectations of the population, continued to go down in the first quarter of 2016 and declined by 4 percentage points compared to the fourth quarter of 2015 to reach -30%.10 [12:  According to the Ministry of Economic Development.]  [13:  Based on Bank of Russia estimates, RAS data.] 

In the first quarter of 2016, consumer inflation used to slow down quickly and was 2.1%10, which was 3.5 times less than a year before: 7.4%10. the annual consumer inflation slowed down from 12.9%10 in December 2015 to 7.3%10 in March 2016. The inflation slowdown trend anticipates the probability that Bank of Russia will lower its key rate within the next few months. However, during the first quarter of 2016, the key rate of Bank of Russia remained at the level of 11%.
During the first quarter of 2016, Urals oil sold for $25–$40 per barrel, with its local minimum of $24.5 per barrel reached in January 2016. The trend of the Russian ruble exchange rate during the first quarter of 2016 was determined by the oil price trend and the mitigation of geopolitical risks. By the end of January 2016, the exchange rate reached RUB 82 per USD 1 following oil cheapening. Yet, the ruble has strengthened following gradual growth in oil prices in February–March 2016. In March, de-escalation of tension around the situation in Syria contributed to the positive factors. By the end of March, the ruble strengthened to reach RUB 67 per USD 1, or 8.2%, for the entire first quarter of 2016. 
In the first quarter of 2016, the capital outflow totaled $7 billion.12 The first quarter of 2016 also appeared to be the first after the beginning of the crisis in the third quarter of 2014, when the growth of USD equivalent of Russia's external debt by $0.2 billion12 as a result of currency revaluation of its liabilities was recorded.
Russia's banking sector ended the first quarter of 2016 with the profit of RUB 109 billion12 vs. profit of RUB 6 billion12 in the first quarter of 2015. Taking into account the profit earned by the Bank, the remaining banking system of Russia earned the cumulative profit of RUB 9 billion12. Assets of the banking system grew by 0.2%12 in the first quarter of 2016 after adjustment for currency revaluation (after the growth by 1.6%12 in the fourth quarter of 2015). The credit portfolio of the banking sector reduced by 0.2%12 after adjustment for currency revaluation in the first quarter of 2016 (after the growth by 0.5%12 in the fourth quarter of 2015).
In the first quarter of 2016, household deposits decreased by 0.9%12 (after adjustment for currency revaluation), and deposits and funds on corporate accounts increased by 0.5%12 (after adjustment for currency revaluation). 
The share of past-due debt as of the end of the first quarter of 2016 grew from 6.2%12 to 6.6%12 for the corporate, and from 8.1%12 to 8.4%,12 for the retail loan portfolio. Banks continue allocating considerable amounts for the formation of provisions to cover losses in the loan portfolio. In the first quarter of 2016, additional allocations for provisions amounted to RUB 147 billion12, having increased the cumulative provisions by 2.7%12. The decline in dependence of the banking sector on the funds raised from Bank of Russia continued: its share in the total amount of liabilities and equity of the banking system decreased from 6.5%12 to 5.0%12 in the first quarter of 2016 (decline by RUB 1.3 trillion12 in absolute terms).
The situation in the financial markets improved noticeably in the first quarter of 2016. RTS index grew by 15.7% in the first quarter, while MICEX index grew by 6.2%. The ruble capitalization of the Bank in the first quarter of 2016 grew by 8.5%.


[bookmark: _Toc452372279][bookmark: _Toc452570529] Resolutions on Distribution of Net Profits 
May 27, 2016, the annual General Shareholders' Meeting approved the recommendations of the Supervisory Board on the distribution of profits and payment of dividends for 2015 on ordinary shares of the Bank in the amount of RUB 1.97 per share, and on preferred shares, in the amount of RUB 1.97 per share. The total amount of dividends as of the end of 2015 came out at RUB 44,496 million.
Dividend payout based on 2016 operating results will be considered at the meeting of the Bank's Supervisory Board. Then, the total amount of profit to be distributed and the amount of dividends per 1 share of each category will be recommended to the General Shareholders’ Meeting for approval. Notice of this will be posted in accordance with the Russian laws on Sberbank's website at www.sberbank.com.
[bookmark: _Toc350181561][bookmark: _Toc452372280][bookmark: _Toc452570530]
Overview of the Basics of Preparing Interim Statements and Main Provisions of the Bank's Accounting Policy
[bookmark: _Toc452372281][bookmark: _Toc452570531]Principles and Methods of Valuation and Accounting of Material Operations and Events
The accounting at the Bank is performed in accordance with effective Russian legislation, Bank of Russia Regulation No. 385-P,[footnoteRef:14] and other normative acts of Bank of Russia that regulate the Bank's activity. [14:  Bank of Russia Regulation No. 385-P dated July 16, 2012, On the Rules of Accounting by Credit Institutions Located within the Russian Federation (hereinafter referred to as the "Bank of Russia Regulation No. 385-P").] 

The system for accounting at the Bank and for preparing interim statements is based on basic principles of ongoing concern, recognition of income and expenses on an accrual basis, constancy, and comparability of applied accounting principles and rules, caution, timeliness of recording the operations, separate recording of assets and liabilities, continuity of the balance sheet, a priority of substance over form, and transparency.
According to Bank of Russia Regulation No. 385-P, assets and liabilities shall be accounted at their initial value as of the date of their acquisition or occurrence. The initial value does not change until write-off, sale, or repurchase thereof, unless otherwise stipulated by the legislation of the Russian Federation and Bank of Russia regulations. Thus:
Assets and liabilities in foreign currency (save for the amounts of received and issued advances and advance payments for the goods, works, and services delivered, which are recognized on the balance-sheet accounts of settlements with nonresident entities for business transactions) and precious metals are revalued as the exchange rate and the metal price change in accordance with Bank of Russia regulations.
The official exchange rates of foreign currencies against the ruble at the end of the reporting period used by the Bank to prepare the interim statements are presented below.
	
	April 1, 2016
	January 1, 2016

	RUB/USD
	67.6076
	72.8827

	RUB/EUR
	76.5386
	79.6972



· Assets, claims, and liabilities, the specific amount (value) of which is determined by using nondetachable embedded derivatives (NDED), are revalued (recalculated) on a daily basis with recognition of the resulting differences as respective income/expense items from the date of the transfer of ownership of the asset delivered (date of work acceptance or service provision) to the actual payment date.
Cost of fixed assets varies in the event of upgrading, reconstruction, capital repair, revaluation, depreciation, or partial liquidation of the respective assets in accordance with the regulatory documents of Bank of Russia. Note that from January 1, 2016, the revaluation model will be applied to the group of homogeneous assets "structures, portable ones excluded." Furthermore, revaluation of this group of homogeneous assets at their fair value shall be done on a regular basis (not more than yearly, as of the end of the reporting year), provided that the fair value as of the end of the year differs considerably from the value of assets as of the date of the previous revaluation (by more than 10%). The model of accounting based on the initial value less accumulated depreciation and accumulated losses from impairment shall apply to other groups of homogeneous fixed assets. 
From January 1, 2016, the Bank will apply the following method to further reflect the increase in the value of fixed assets during their revaluation: the transition of a portion of increased value during revaluation, excluding the balance related to the item of fixed assets on the account for additional paid-in capital reduction by deferred income tax, by retained profit upon the accrual of depreciation.
From January 1, 2016, fixed assets—regardless of their accounting model—shall be subject to an impairment test at the end of each reporting year and whenever events that significantly affect the assessment of their value occur. If there is evidence of impairment, the amount of impairment losses will need to be determined.
Real property, which is temporarily not being used for core activities, shall be valued at its fair value following initial discovery. Real property locations, which are temporarily not being used in core activities, are revalued at their fair value on a quarterly basis.
Intangible assets shall be carried at their initial value less accumulated depreciation and accumulated impairment losses. Intangible assets shall be subject to an annual impairment test at the end of the reporting period in accordance with the laws of the Russian Federation and Bank of Russia regulations. If there is evidence of impairment, the amount of impairment losses will need to be determined;
Long-term assets held for sale shall be assessed annually at the end of the reporting year at the lesser of the two following values:
Initial value acknowledged at the date of the asset's transfer to long-term assets held for sale
Fair value less the expenses to be incurred for sale
Work implements received under the accord and satisfaction agreements and pledge agreements with an indefinite purpose shall be assessed annually at the end of the reporting year at the lesser of the two following values: 
Initial value as of the date of the facility recognition as labor tools received under an accord and satisfaction agreement or pledge agreement with an indefinite purpose
Fair value less the expenses to be incurred for sale
Work implements received under the accord and satisfaction agreements and pledge agreements with an indefinite purpose shall be assessed annually at the end of the reporting year at the lesser of the two following values:
Initial value as of the date of the facility's recognition as labor items received under an accord and satisfaction agreement or pledge agreement with an indefinite purpose
Estimated price at which the labor items received under an accord and satisfaction agreement or pledge agreement with an indefinite purpose can be sold, excluding the necessary sale costs, at the time of assessment
· Securities are accounted according to the actual costs on their acquisition. The actual acquisition costs for the interest-bearing (coupon) securities include, in addition to the value of security at acquisition price determined under the contract (deal), the interest (coupon) income paid upon its acquisition. If securities are acquired under a contract that is a derivative financial instrument (hereinafter referred to as the "DFI"), the cost of securities is determined by taking into account the DFI cost.
After the initial recognition, the cost of debt obligations changes by taking into account the interest income charged and received from the time of initial recognition of the debt obligations. Interest (coupon) income is accrued and reflected in the accounting records on a daily basis. Securities shall be reflected in the respective balance sheet accounts of investments in securities, depending on the purpose of their acquisition. 
Securities carried at their fair value through profit or loss and securities held for sale shall be subject to daily revaluation at a fair value of securities.
The debt securities may be reclassified from "held to maturity" to "available for sale" if either of the following conditions is met:
As a result of an event that occurred due to no fault of the Bank (an extraordinary event that could not have been reasonably predicted by the Bank)
For the purpose of sale less than 3 months to maturity
For the purpose of sale in an amount not exceeding 10% of the total value of the "held to maturity" portfolio.
When securities in the "held to maturity" portfolio are transferred to the "available for sale" portfolio without fulfillment of one of the conditions mentioned above, all securities in the "held to maturity" portfolio are subject to transfer to the "available for sale" portfolio. In this case, the Bank is not permitted to create a "held to maturity" portfolio for a period of two years following the year of such a transfer.
The cost of shares, equity units (upon acquiring those accounted in the balance-sheet account 601), equity interest in the authorized capitals of other legal entities (upon acquiring those accounted in the balance-sheet account 602), which is expressed in foreign currency, shall be determined in rubles according to the official rate as of the date of acquisition. Wit the control over the management or major influence on the activity of a joint-stock company or unit investment fund subject to the transfer to the balance-sheet account 601, the cost of shares and equity units denominated in foreign currency shall be determined in rubles according to the official exchange rate as of the date of their posting in the balance-sheet account 601.
· Derivative financial instruments are estimated at their fair value from the initial recognition date. Revaluation of derivative financial instruments is carried out on a daily basis, including on the date of derecognition of a derivative financial instrument.
· Noncredit related commitments are recognized in the accounting records based on the materiality criterion: the amounts of noncredit related commitments exceeding RUB 30 million or USD 1 million or EUR 1 million shall be recognized as material to record them in the off-balance sheet account for noncredit related commitments.
According to Bank of Russia Regulation No. 385-P, the income and expenses are recognized in the accounting records by using the "accrual" method, meaning the financial results of transactions (income and expenses) are recorded in the accounting system when they actually occur, and not when the cash (or cash equivalents) is received or paid. The income and expenses shall be recorded in the accounts in the period to which they relate.
Income from loans, assets (claims) attributed to I and II quality categories shall be considered well-defined (the probability of obtaining this income is absolute and/or high). There is no ambiguity in obtaining income from loans and assets (claims) attributed to III quality category. This principle applies to all loans, assets (claims) attributed to III quality category with no exception.
For loans, assets (claims) attributed to I, II, and III quality categories, the acknowledged income is recorded in the balance sheet accounts. 
In the event of retirement (sale) of securities from the same issue or securities with the same international securities identification number (ISIN), the write-off from second-level accounts of the balance sheet is based on the FIFO method. In accordance with the FIFO method, the investments in the security that was acquired first with regard to the date of the sale shall be written off during retirement. The FIFO method shall be applied within each portfolio of securities. 
The Bank accrues amortization on fixed asset items and intangible assets on a monthly basis. For fixed asset items accepted to accounting after January 1, 2003, the depreciation rates are calculated based on their useful lives established by Resolution No. 1 of the Government of the Russian Federation On the Classification of Fixed Assets Included in Depreciation Groups dated January 1, 2002, and subject to the provisions of the Accounting Policy of Sberbank for tax purposes as it pertains to defining the useful life of amortized property.
The useful life of intangible assets accepted for accounting after January 1, 2009, is determined based on expected useful life of the asset with assumed economic benefits. No depreciation is accrued for intangible assets accepted for accounting after January 1, 2009, where it is impossible to reliably determine the useful life. 

[bookmark: _Toc452372282][bookmark: _Toc452570532]Nature of Assumptions and Main Sources of Valuation Uncertainty at the End of the Reporting Period
The Bank applies a number of assumptions and estimates that impact on the amounts of assets and liabilities as recorded in the interim statements and upon the value of the assets and liabilities in the next reporting period. The estimates and assumptions are regularly analyzed based on the experience of the Bank's management and other factors, including expectations of future events that, in the opinion of the management, are believed to be reasonable to expect under the circumstances. The assumptions that have the most material effect on the figures in the interim statements and the estimates, which can cause material adjustments to the current value of assets and liabilities in the next reporting period, include the following.
Provisions for possible losses from loans, debt, and debt equivalents 
The Bank sets provisions for possible losses on loans, loan debt, and its equivalents in accordance with the requirements of Bank of Russia Regulation No. 254-P.[footnoteRef:15] [15:  Bank of Russia Regulation No. 254-P dated March 26, 2004, On the Procedure for Establishing Provisions for Possible Losses on Loans, Loan Debt, and Its Equivalents by Credit Institutions.] 

The Bank uses the valuation of loans on a portfolio and individual basis. 
The assessment of the loan that is assessed on an individual basis and determination of the amount of the estimated provision shall be implemented based on professional judgment for a specific loan, formed based on the results of comprehensive analysis of the borrower's activity taking into account its financial standing, quality of debt servicing, and other material factors. To ensure timely classification (reclassification) of loans and formulation (or adjustment to the amount) of the provision, credit risk factors affecting the amount at issue will be regularly monitored on individual loans. Revaluation shall be performed quarterly or if credit risk factors are revealed. 
For loans included in the portfolio of similar loans, the provision shall be formed based on professional judgment for the portfolio of similar loans, without pronouncement of professional judgment on the level of credit risk for each loan individually. The portfolio of similar loans shall include loans with similar credit risk characteristics—that is, loans that are extended to individuals and small businesses on standard terms and conditions, as specified by the Bank's normative documents and also as part of individual lending arrangements approved by separate decisions of collegial bodies of the Bank. The Bank does not monitor individually the credit risk factors for each loan included in the portfolio of similar loans. Each of the loans included in the portfolio of similar loans shall be subject to individual revaluation if the Bank receives documents or information that evidence a change in material factors that influence the affiliation of a loan with a portfolio or specific subportfolio. The level of credit risk for portfolios/subportfolios of homogeneous loans/groups of standard and impaired loans is analyzed at least once every three months.
Provision for possible losses 
The Bank sets provisions for possible losses in accordance with the requirements of Bank of Russia Regulation No. 283-P.[footnoteRef:16] Within compliance with the requirements of the regulator, an internal normative document of the Bank provides for individual classification of the elements of the provision calculation base and attributing them to portfolios of similar claims/commitments.  [16:  Bank of Russia Regulation No. 283-P dated March 20, 2006, On the Procedure for Creating Provisions for Possible Losses by Credit Institutions (hereinafter referred to as the "Bank of Russia Regulation No. 283-P").] 

Individual classification of an element assumes preparing an individual professional judgment about the level of risk based on an evaluation of the probability of an element's total loss and taking into account the factors (circumstances) specified by Bank of Russia Regulation No. 283-P. 
Elements of the provision base are included in the portfolio of similar claims/commitments based on the principle of immateriality of the amount of the element without a pronouncement made in relation to each element of the professional judgment separately. The provision is created on the basis of a professional judgment for the portfolio of similar claims/commitments.
The amount of the provision shall be determined according to one of the five quality categories and the standard for provisioning within a range set out for the category in Bank of Russia Regulation No. 283-P.
Tax legislation
Russian tax, currency and customs legislation allow for different interpretations and are subject to frequent amendments. Interpretation by the Bank’s management of such legislation that applies to the transactions and activities of the Bank may be challenged by the relevant government authorities. As a result thereof, the tax bodies may bring claims against the operations and accounting methods they had never challenged earlier. This may lead to the accrual of additional taxes, penalties, and fines. 

January 1, 2015, Federal Law No. 376-FZ dated November 24, 2014 (with all amendments and supplements), took effect and enacted taxation rules for controlled foreign companies and introduced the concepts of a beneficiary income owner and the fiscal residence of legal entities. The adoption of this law is generally associated with an increase in the administrative and, in some cases, tax burden on Russian taxpayers with foreign subsidiaries and/or carrying out transactions with foreign companies.

The introduction of said rules and the interpretation of other specific provisions of the Russian tax legislation in combination with the latest tendencies in law enforcement practices indicate the possibility of increasing the amounts of tax payable and the size of penalties, among other things, due to the fact that tax authorities and courts may take a tougher position when applying the law and verifying tax settlements. Furthermore, it is impossible to determine their amount and to assess the probability of an unfavorable outcome in the event of any claims filed by tax authorities. Tax audits may cover three calendar years immediately preceding the year of audit. Under certain conditions, earlier periods may be audited as well. 

Management believes that the provisions of the tax legislation that apply to the Bank have been interpreted correctly since April 1, 2016.
Fair value of financial instruments
The fair value is seen as the value for which the financial instrument may be exchanged in the course of a transaction between interested parties that differs from forced sale or liquidation. The best indicator of fair value is the market price. The Bank calculates the fair value of financial instruments on the basis of the market information, if available, and the proper evaluation techniques. The fair value of financial instruments that are not quoted in an active market is determined by using valuation techniques. The management uses all available market information to estimate the fair value of financial instruments.
Debt liabilities held to maturity
Bank management uses professional judgment in evaluating the possibility of initially classifying debt liabilities as debt liabilities held to maturity, especially based on intent and ability to hold assets to maturity, and whether the asset is quoted in an active market.

[bookmark: _Toc452372283][bookmark: _Toc452570533]Changes in Accounting Policy. Adjustments Associated with a Change in Accounting Policy and Estimates That Influence the Comparability of the Indicators of Activity
The accounting policy in effect in 2016 differs considerably from the 2015 accounting policy. The key changes are based on new Bank of Russia regulations for bookkeeping. The changes have been described in detail in the Explanatory Information to the annual accounting (financial) statements for 2015. No substantive changes were implemented in the Accounting Policy in the first quarter of 2016. 
Due to the enactment of a new revision of Bank of Russia Ordinance No. 2332-U, the comparative data for the first quarter of 2015 and as of January 1, 2016, were recalculated. 
The table below shows the amendments to the comparative data of the accounting balance-sheet.

	
	
	January 1, 2016
	

	RUB million
	Amounts reflected earlier
	Effect of reclassification
	Adjusted data

	Fixed assets, intangible assets, and inventories
	477,355
	-9,007
	467,474

	Long-term assets available for sale
	x
	9,881
	9,881



The change is associated with the separation of long-term assets held for sale from the item "Fixed assets, intangible assets, and inventory" to an individual item. 
The table below shows the amendments to the comparative data of the statement of financial results.

	
	
	The first quarter of 2015
	

	RUB million
	[bookmark: _Ref451784089]Amounts reflected earlier[footnoteRef:17] [17:  No data audit has been performed for the first quarter of 2015.] 

	Effect of reclassification
	Adjusted data16

	Total interest income, 
including:
	485,114
	-2,260
	483,038

	From loans to customers other than credit institutions
	439,162
	-2,260
	437,087

	Total interest expenses, 
including:
	-321,034
	0
	-321,034

	On deposits from customers other than credit institutions
	-210,173
	0
	-210,172

	Net income from operations with financial assets carried at fair value through profit or loss
	-84,911
	49
	-84,676

	Net income from operations with financial liabilities carried at fair value through profit or loss
	0
	-388
	-388

	Net income from operations with securities available for sale
	-3,478
	1,082
	-2,260

	Net income from foreign currency operations
	36,743
	-21
	36,722

	Net income from operations with precious metals
	0
	-600
	-600

	Income from other equity participation
	35
	-742
	-707

	Other operating income
	6,088
	590
	6,678

	Operating Expenses
	-110,807
	2,108
	-108,699

	Profit (loss) from continued activity
	26,320
	-163
	26,156

	Profit (loss) from continued activity
	 
	163
	163



 The main corrections affected the following items:
Income of the prior years was transferred from interest yield to operating income
Net income from operations with the acquired equity securities of subsidiaries and affiliates was transferred from net income from operations with securities available for sale to income from participation in the capital of other legal entities
Net income from operations with precious metals were transferred from operating expenses to an individual item 
Due to the enactment of new rules for accounting of remuneration of employees, retained income of the prior years was reduced by RUB 23,811 million. The reconciliation statement of retained income is shown below.
	RUB million
	

	Retained income as of January 1, 2016
	1,790,493

	Income for 2015
	218,387

	Payroll expenses accrued, including:
	-23,448

	 Remuneration liabilities
	-12,336

	 Pension increment liabilities
	-8,227

	 Insurance fee liabilities
	-3,198

	 Claims for short-term remunerations
	275

	Others
	426

	Retained income as of April 1, 2016
	1,985,495


[bookmark: _Toc452372284][bookmark: _Toc452570534]
Accompanying Information to the Balance Sheet
[bookmark: _Toc452372285][bookmark: _Toc452570535]Cash and Cash Equivalents
	RUB million
	April 1, 2016
	January 1, 2016

	Cash
	441,130
	732,790

	Cash on accounts with Bank of Russia
	685,315
	468,322

	Funds on correspondent accounts with credit institutions of the Russian Federation
	15,368
	7,356

	Funds on correspondent accounts with foreign banks
	294,808
	348,629

	Total cash and cash equivalents
	1,436,621
	1,557,097

	Less funds in credit institutions with risk of loss 
	-200
	-502

	Total cash and cash equivalents net of funds in credit institutions with risk of loss
	1,436,461
	1,556,595



[bookmark: _Toc452372286][bookmark: _Toc452570536]Financial Assets Carried at Fair Value through Profit or Loss
The tables below present the structure of financial assets estimated at fair value through profit or loss broken down by types of financial assets.
	RUB million
	April 1, 2016
	January 1, 2016

	Total debt securities, including:
	54,733
	55,430

	Bonds and Eurobonds of the banks
	20,692
	37,251

	Russian credit institutions
	20,692
	37,251

	Corporate bonds
	18,654
	18,004

	Russian entities
	18,469
	17,736

	Foreign companies
	185
	268

	Eurobonds issued by foreign governments
	15,371
	153

	Bonds of subjects of the Russian Federation
	17
	22

	Total derivative financial instruments,[footnoteRef:18] including: [18:  According to the reporting form 0409155 "Information on Contingent Liabilities of a Credit Nature and Derivative Financial Instruments."] 

	278,129
	350,548

	Swaps
	225,630
	268,894

	Foreign currency and interest rate (currency and interest)
	176,206
	225,053

	Interest rate
	28,574
	27,366

	Foreign currency
	15,992
	7,269

	Securities
	4,567
	6,758

	Precious metals
	291
	2,448

	Options
	40,233
	70,353

	Foreign currency
	12,379
	32,508

	Precious metals
	11,375
	11,305

	Securities
	35
	74

	Derivative financial instruments
	16
	73

	Other
	16,428
	26,393

	Forward contracts
	12,265
	11,301

	Foreign currency
	10,993
	10,405

	Precious metals
	964
	239

	Other
	308
	657

	Total investments in financial assets carried at their fair value through profit or loss
	332,862
	405,978





	
April 1, 2016
	
	
	

	RUB million
	Investments
	Maturity period
	Coupon rate

	Bonds and Eurobonds issued by banks
	20,692
	 
	 

	Russian credit institutions
	20,692
	April 26, 2016–November 13, 2029
	4.00%–14.75%

	Corporate bonds
	18,654
	 
	 

	Russian entities
	18,469
	 
	 

	Telecommunications
	4,392
	February 13, 2018–February 13, 2023
	5.20%–9.00%

	Trade
	3,565
	February 21, 2017–February 3, 2021
	6.60%–7.75%

	Oil and gas industry
	2,789
	July 18, 2016–November 27, 2023
	3.76%–8.70%

	Services
	2,768
	July 21, 2016–May 13, 2031
	6.50%–12.60%

	Metallurgy
	2,293
	April 29, 2020–October 14, 2022
	5.63%–7.75%

	Banking
	1,486
	February 13, 2017–September 17, 2032
	4.22%–11.90%

	Transport, aviation, and space industry
	842
	April 3, 2017–March 6, 2023
	4.60%–5.74%

	Energy
	334
	November 17, 2020–
September 14, 2027
	8.60%–11.50%

	Chemical industry
	0
	November 20, 2018
	11.60%

	Foreign companies
	185
	February 14, 2019
	6.38%

	Eurobonds issued by foreign governments
	15,371
	September 26, 2016–September 1, 2019
	7.00%–7.75%

	Bonds of subjects of the Russian Federation
	17
	November 9, 2017–December 19, 2017
	8.60%–8.95%

	Total investments in debt liabilities carried at their fair value through profit or loss
	54,733
	
	

	Including those transferred without derecognition under sale and repurchase agreements:
	143
	April 25, 2017–May 23, 2023
	5.10%–13.50%




	
January 1, 2016
	
	
	

	RUB million
	Investments
	Maturity period
	Coupon rate

	Bonds and Eurobonds issued by banks
	37,251
	 
	 

	Russian credit institutions
	37,251
	January 19, 2016–November 13, 2029
	4.95%–14.75%

	Corporate bonds
	18,004
	 
	 

	Russian entities
	17,736
	 
	 

	Telecommunications
	4,806
	February 13, 2018–October 10, 2025
	9.00%–11.90%

	Trade
	3,507
	February 21, 2017–May 10, 2017
	7.75%–11.20%

	Transport, aviation and space industry
	2,758
	April 3, 2017
	5.74%

	Banking
	2,459
	July 15, 2016–March 18, 2021
	4.22%–11.80%

	Services
	2,183
	February 13, 2018–May 13, 2031
	7.75%–12.00%

	Metallurgy
	1,418
	October 25, 2017
	6.70%

	Energy
	553
	November 17, 2020–September 14, 2027
	8.00%–11.50%

	Chemical industry
	50
	20.11.18
	11.60%

	Oil and gas industry
	2
	February 18, 2016
	7.50%

	Foreign companies
	268
	November 24, 2021–November 6, 2025
	9.75%–11.90%

	Eurobonds issued by foreign governments
	153
	September 26, 2016
	7.00%

	Bonds of subjects of the Russian Federation
	22
	November 9, 2017–December 19, 2017
	8.60%–8.95%

	Total investments in debt liabilities carried at their fair value through profit or loss
	55,430
	
	

	Including those transferred without derecognition under sale and repurchase agreements:
	423
	February 17, 2017–February 26, 2024
	5.25%–13.50%



[bookmark: _Toc318115335]As of January 1 and April 1, 2016, the Bank had no shares transferred without derecognition according to purchase and repurchase contracts.
Below are the methods and assumptions used in determining the fair value of financial instruments.
Derivative financial instruments
Derivative financial instruments valued using the valuation techniques based on observable market data of the information systems that are widely known in the market include interest rate swaps, currency swaps, forex forward, and option contracts. To assess the value of forwards and swaps, methods for assessing the present value of future flows are mainly used. Options are mostly assessed based on the Black-Scholes model. These models include various parameters, such as: forex spot rates and forward rates, yield curves, and volatility skews.
Securities at fair value through profit or loss
Securities carried at fair value through profit or loss using valuation techniques or pricing models include unquoted equity and debt securities. Those securities are valued for models containing only observable market data as well as for models containing both observable and unobservable market data. Unobservable market parameters include assumptions about the future financial position of the issuer, its level of risk, and economic evaluations of the industry and geographic jurisdiction in which it operates.

[bookmark: _Toc452372287][bookmark: _Toc452570537]Net Loans Receivable
Net loan debt includes loans extended to credit institutions, other legal entities, and individuals and other debt that is classed as an equivalent of loan debt. The Bank mainly grants loans to residents of the Russian Federation and to nonresidents operating within the Russian Federation.
	RUB million
	April 1, 2016
	share (%)
	January 1, 2015
	share (%)

	Corporate loans receivable and their equivalent
	12,135,565
	68.6
	12,248,763
	68.5

	Retail loans receivable and their equivalent
	4,160,500
	23.5
	4,134,771
	23.1

	Interbank loans and other loans receivable from banks
	1,396,784
	7.9
	1,497,089
	8.4

	Loan debts prior to deduction of provisions for possible losses
	17,692,849
	100
	17,880,623
	100

	Provisions for possible losses
	-1,092,635
	 
	-1,010,820
	

	Net Loans Receivable
	16,600,213
	 
	16,869,803
	




The table below shows the analysis of loans (without taking into account loans to banks) broken down by types of economic activity.
	RUB million
	April 1, 2016
	share (%)
	January 1, 2016
	share (%)

	Individuals
	4,160,500
	25.5
	4,134,771
	25.2

	Services
	3,636,667
	22.3
	3,530,419
	21.5

	Trade
	1,663,851
	10.2
	1,697,881
	10.4

	Energy
	953,980
	5.9
	985,324
	6.0

	Metallurgy
	953,647
	5.9
	789,185
	4.8

	Mechanical engineering
	762,680
	4.7
	845,812
	5.2

	Food industry and agriculture
	758,923
	4.7
	765,360
	4.7

	State and municipal agencies of the Russian Federation
	732,931
	4.5
	858,241
	5.2

	Chemical industry
	462,440
	2.8
	483,473
	3.0

	Construction
	454,394
	2.8
	478,059
	2.9

	Oil and gas industry
	442,117
	2.7
	467,775
	2.9

	Telecommunications
	431,478
	2.6
	420,305
	2.6

	Transport, aviation and space industry
	375,365
	2.3
	398,661
	2.4

	Woodworking industry
	47,969
	0.3
	48,825
	0.3

	Others
	459,123
	2.8
	479,443
	2.9

	Total loans to individuals and legal entities before provisions for possible losses 
	16,296,065
	100.0
	16,383,534
	100.0



The table below provides the analysis of corporate loans (excluding loans to banks) by lending purposes.
	RUB million
	April 1, 2016
	share (%)
	January 1, 2016
	share (%)

	Financing of operating activities
	8,147,701
	67.1
	8,068,031
	65.9

	Investment lending and project financing
	3,948,067
	32.5
	4,117,015
	33.6

	Lending as part of reverse REPO transactions
	32,899
	0.3
	56,485
	0.4

	Claims for debts incurred as a result of the bank's execution of cession agreements with deferred payment
	6,898
	0.1
	7,232
	0.1

	Total loans to legal entities before provisions for possible losses
	12,135,565
	100
	12,248,763
	100



The table below shows the analysis of loans to individuals broken down by the purposes of the loans.
	RUB million
	April 1, 2016
	share (%)
	January 1, 2016
	share (%)

	Mortgage loans
	2,223,392
	53.4
	2,174,833
	52.6

	Consumer loans
	1,912,547
	46.0
	1,929,773
	46.7

	Car loans
	24,561
	0.6
	30,165
	0.7

	Total loans to individuals before loss provisions
	4,160,500
	100.0
	4,134,771
	100.0







[bookmark: _Toc452372288][bookmark: _Toc452570538]Financial investments into securities available for sale
	Structure of net investments in securities and other financial assets available for sale
	RUB million
	April 1, 2016
	January 1, 2016

	Russian Government Bonds
	1,074,396
	983,770

	Federal Loan Bonds (OFZ)
	796,800
	691,905

	Eurobonds of the Russian Federation
	277,596
	291,865

	Investments in subsidiaries and affiliates
	598,491
	551,602

	Provision
	-14,870
	-14,870

	Corporate bonds
	428,339
	441,990

	Russian entities
	424,930
	435,556

	Foreign companies
	3,409
	6,434

	Bonds and Eurobonds issued by banks
	317,133
	286,586

	Foreign credit institutions
	205,190
	188,463

	Russian credit institutions
	111,942
	98,123

	Bonds of subjects of the Russian Federation
	44,333
	45,092

	Shares
	24,606
	21,755

	Services
	 24,495
	21,754

	Provision
	-26
	-26

	Banking
	19
	20

	Metallurgy
	7
	7

	Energy
	0
	0

	Others
	111
	—

	Eurobonds issued by foreign governments
	383
	403

	Operations of other interest
	29
	29

	Total securities available for sale
	2,473,258
	2,316,280






	April 1, 2016
	
	
	

	RUB million
	Amount of investments
	Maturity period
	Coupon rate

	Russian Government Bonds
	1,074,396
	
	

	Federal Loan Bonds (OFZ)
	796,800
	May 11, 2016–February 6, 2036
	2.01%–13.28%

	Eurobonds of the Russian Federation
	277,596
	April 4, 2017–September 16, 2043
	3.25%–12.75%

	Corporate bonds
	428,339
	 
	 

	Russian entities
	424,930
	 
	 

	Oil and gas industry
	124,511
	July 18, 2016–May 30, 2023
	3.15%–9.25%

	Banking
	71,084
	July 15, 2016–September 23, 2032
	3.04%–11.90%

	Services
	62,771
	May 27, 2016–March 1, 2033
	3.42%–12.50%

	Transport, aviation, and space industry
	46,581
	June 20, 2016–November 7, 2028
	3.37%–11.60%

	Telecommunications
	41,425
	July 19, 2016–October 10, 2025
	5.00%–11.40%

	Metallurgy
	27,814
	October 25, 2017–October 16, 2025
	4.38%–11.10%

	Energy
	26,537
	April 19, 2019–October 6, 2027
	7.95%–8.75%

	Trade
	14,926
	February 21, 2017–December 13, 2022
	4.42%–11.20%

	Chemical industry
	8,080
	February 13, 2018–May 18, 2021
	3.72%–13.60%

	Machinery
	1,202
	September 28, 2023
	8.10%

	Foreign companies
	3,409
	
	

	Banking
	3,409
	November 14, 2016–November 6, 2025
	7.85%–11.90%

	Bonds and Eurobonds issued by banks
	317,133
	 
	 

	Foreign credit institutions
	205,190
	April 4, 2016–September 14, 2016
	0.66%–1.02%

	Russian credit institutions
	111,942
	April 26, 2016–November 13, 2029
	3.35%–14.75%

	Bonds of subjects of the Russian Federation
	44,333
	May 20, 2016–June 11, 2022
	5.06%–11.40%

	Eurobonds issued by foreign governments
	383
	April 28, 2016–December 8, 2016
	7.19%–7.56%

	Total debt securities available for sale
	1,864,584
	
	

	Including those transferred without derecognition under sale and repurchase agreements
	166,624
	May 11, 2016–April 4, 2042
	3.35%–13.28%



	January 1, 2016
	
	
	

	RUB million
	Amount of investments
	Maturity period
	Coupon rate

	Russian Government Bonds
	983,770
	
	

	Federal Loan Bonds (OFZ)
	691,905
	January 20, 2016 – February 6, 2036
	2.01%–14.48%

	Eurobonds of the Russian Federation
	291,865
	April 4, 2017 – September 16, 2043
	3.25%–12.75%

	Corporate bonds
	441,990
	 
	 

	Russian entities
	435,556
	 
	 

	Oil and gas industry
	130,326
	February 2, 2016–May 30, 2023
	3.15%–16.00%

	Banking
	70,191
	July 15, 2016–September 23, 2032
	3.04%–11.90%

	Services
	60,021
	March 15, 2016 – March 1, 2033
	3.42%–12.50%

	Transport, aviation, and space industry
	46,286
	June 20, 2016–November 7, 2028
	3.37%–11.60%

	Telecommunications
	43,309
	July 19, 2016–October 10, 2025
	5.00%–11.40%

	Metallurgy
	33,963
	February 25, 2016–October 16, 2025
	4.38%–11.10%

	Energy
	25,855
	April 19, 2019–October 6, 2027
	7.95%–8.75%

	Trade
	16,261
	February 3, 2016–December 13, 2022
	4.42%–11.20%

	Chemical industry
	8,214
	February 13, 2018–May 18, 2021
	3.72%–13.60%

	Machinery
	1,130
	September 28, 2023
	8.10%

	Foreign companies
	6,434
	
	

	Banking
	6,434
	February 12, 2016–November 6, 2025
	7.85%–15.50%

	Bonds and Eurobonds issued by banks
	286,586
	 
	 

	Foreign credit institutions
	188,463
	February 16, 2016–April 4, 2016
	0.63%–1.02%

	Russian credit institutions
	98,123
	January 31, 2016–November 13, 2029
	3.35%–14.75%

	Bonds of subjects of the Russian Federation
	45,092
	May 4, 2016–June 11, 2022
	5.06%–11.50%

	Eurobonds issued by foreign governments
	403
	January 7, 2016–December 8, 2016
	7.02%–7.56%

	Total debt securities available for sale
	1,757,841
	
	

	Including those transferred without derecognition under sale and repurchase agreements
	34,381
	January 20, 2016–September 16, 2043
	3.04%–14.42%



As of January 1 and April 1, 2016, the Bank had no shares transferred without derecognition according to purchase and repurchase contracts.


[bookmark: _Toc452372289][bookmark: _Toc452570539]Financial Investments in Subsidiaries and Dependent Entities
	 
	April 1, 2016
	January 1, 2016

	RUB million
	Amount of investments
	Share 
of the Bank in capital (%)
	Amount of investments
	Share 
of the Bank in capital (%)

	Denizbank Anonim Sirketi
	131,472
	99.9
	131,472
	99.9

	Sberbank Europe AG
	111,630
	100.0
	77,893
	100.0

	SB International S.a.r.l.
	67,013
	100.0
	67,013
	100.0

	Sberbank Capital LLC
	57,459
	100.0
	57,459
	100.0

	Bylinnyye Bogatyri LLC
	48,538
	100.0
	48,538
	100.0

	Provision
	—
	
	-485
	

	Promising Investments LLC
	43,000
	100.0
	38,000
	100.0

	Provision
	-9,007
	
	-7,980
	

	Sberbank
	32,429
	100.0
	32,429
	100.0

	Provision
	-3,220
	
	-3,198
	

	Auktsion LLC
	18,941
	100.0
	18,259
	100.0

	SB of Sberbank JSC
	13,917
	100.0
	13,917
	100.0

	Cetelem Bank LLC
	11,671
	79.2
	11,671
	79.2

	Sberbank Investments LLC
	10,725
	100.0
	7,057
	100.0

	BPS-Sberbank OJSC
	10,475
	98.4
	10,475
	98.4

	SB Luxembourg S.a.r.l.
	8,509
	100.0
	8,509
	100.0

	Provision
	-623
	
	-478
	

	TRANSPORT AMD-2 Limited
	8,140
	20.0
	8,140
	20.0

	Digital Technologies LLC
	5,570
	100.0
	2,301
	100.0

	Provision
	—
	
	-460
	

	Universal Electronic Card OJSC
	5,236
	96.1
	5,192
	93.6

	Provision
	-838
	
	-52
	

	Rublyovo-Arkhangelskoye JSC
	3,006
	4.8
	3,006
	4.8

	Provision
	-631
	
	-1,288
	

	PS Yandex.Money LLC
	1,964
	75.0
	1,964
	75.0

	Sberbank Insurance IC LLC
	1,170
	100.0
	770
	100.0

	Sberbank Technologies JSC
	1,100
	100.0
	1,100
	100.0

	Sberbank Life Insurance IC LLC
	1,031
	100.0
	1,031
	100.0

	Sberbank Private Pension Fund JSC
	920
	100.0
	920
	100.0

	Delovaya Sreda JSC
	795
	100.0
	795
	100.0

	Sberbank Leasing JSC
	23
	100.0
	23
	100.0

	Other subsidiaries and affiliates
	3,758
	20.0–100.0
	3,668
	20.0–100.0

	Provision
	-111
	
	-137
	

	Total investments in subsidiaries, dependent entities, and other participation
	584,039
	
	536,732
	





[bookmark: _Toc452372290][bookmark: _Toc452570540]Net Investments in Securities Held to Maturity
Structure of net investments in securities held to maturity
	RUB million
	April 1, 2016
	January 1, 2016

	Corporate bonds
	208,078
	224,891

	Russian entities
	186,071
	201,382

	Provision
	-2,008
	-1,288

	Foreign companies
	29,031
	30,686

	Provision
	-4,726
	-5,192

	Russian Government Bonds
	186,534
	188,329

	Federal Loan Bonds (OFZ)
	157,392
	156,880

	Eurobonds of the Russian Federation
	29,143
	31,449

	Bonds of subjects of the Russian Federation
	22,992
	23,252

	Total securities held to maturity
	417,603
	436,472



	April 1, 2016
	
	
	
	

	RUB million
	Investments
	Maturity 
period
	Coupon rate
	Coupon income

	Corporate bonds
	208,078
	
	
	4,204

	Russian entities
	183,852
	
	
	3,550

	Services
	52,131
	June 02, 2016 to December 28, 2046
	4.56%–14.50%
	1,142

	Provision
	-1,099
	
	
	

	Telecommunications
	33,771
	November 7, 2017–May 30, 2023
	5.00%–8.70%
	620

	Machinery
	27,183
	September 26, 2018 – July 9, 2020
	7.63%–16.75%
	565

	Provision
	-217
	
	
	

	Metallurgy
	25,977
	March 19, 2018–October 14, 2022
	4.45%–7.75%
	390

	Transport, aviation and space industry
	19,220
	December 20, 2016–February 6, 2026
	3.37%–13.10%
	303

	Provision
	-903
	
	
	

	Energy
	14,972
	June 23, 2016–June 22, 2021
	7.50%–8.70%
	306

	Oil and gas industry
	10,899
	June 20, 2018–March 6, 2022
	4.20%–8.90%
	194

	Chemical industry
	1,405
	April 30, 2018
	3.72%
	19

	Trade
	514
	June 1, 2021
	8.85%
	11

	Foreign companies
	24,226
	
	
	654

	Services
	9,471
	November 28, 2017 to February 14, 2018
	8.75%–10.50%
	249

	Provision
	-4,658
	
	
	

	Metallurgy
	6,932
	May 7, 2018
	6.38%
	119

	Provision
	-69
	
	
	

	Others
	12,627
	December 13, 2018 to August 11, 2023
	6.25%–10.25%
	287

	Russian Government Bonds
	186,534
	
	
	3,000

	Federal Loan Bonds (OFZ)
	157,392
	August 3, 2016 to January 09, 2019
	5.00%–7.50%
	2,635

	Eurobonds of the Russian Federation
	29,143
	July 24, 2018 to June 24, 2028
	11.00%–12.75%
	364

	Bonds of subjects of the Russian Federation
	22,992
	September 22, 2016–June 23, 2021
	7.00%–13.06%
	528

	Total debt securities held to maturity
	417,603
	
	
	7,732

	Including those transferred without derecognition under sale and repurchase agreements
	81,840
	April 19, 2017–December 9, 2025
	4.45%–13.10%
	1,358





	January 1, 2016
	
	
	
	

	RUB million
	Investments
	Maturity 
period
	Coupon rate
	Coupon income

	Russian Government Bonds
	188,329
	
	
	11,986

	Federal Loan Bonds (OFZ)
	156,880
	August 3, 2016 to January 9, 2019
	5.00%–7.50%
	10,763

	Eurobonds of the Russian Federation
	31,449
	July 24, 2018 – June 24, 2028
	11.00%–12.75%
	1,223

	Corporate bonds
	224,891
	
	
	10,584

	Russian entities
	199,397
	
	
	8,282

	Services
	54,012
	June 2, 2016–December 28, 2046
	4.56%–14.50%
	2,412

	Provision
	-1,071
	
	
	

	Telecommunications
	36,606
	November 7, 2017–May 30, 2023
	5.00%–8.70%
	532

	Mechanical engineering
	27,901
	September 26, 2018–July 9, 2020
	7.63%–16.75%
	2,224

	Provision
	-11
	
	
	0

	Metallurgy
	27,802
	March 19, 2018–October 14, 2022
	4.45%–7.75%
	657

	Transport, aviation and space industry
	19,473
	December 20, 2016–December 9, 2025
	3.37%–13.10%
	333

	Provision
	-903
	
	
	0

	Oil and gas industry
	18,359
	February 2, 2016–March 6, 2022
	4.20%–8.90%
	906

	Energy
	15,230
	June 23, 2016–June 22, 2021
	7.50%–8.70%
	1,169

	Chemical industry
	1,496
	April 30, 2018
	3.72%
	4

	Trade
	503
	June 1, 2021
	8.85%
	44

	Foreign companies
	25,494
	
	
	2,302

	Services
	10,237
	November 28, 2017 – February 14, 2018
	8.75%–10.50%
	815

	Provision
	-5,119
	
	
	

	Metallurgy
	7,358
	May 7, 2018
	6.38%
	388

	Provision
	-74
	
	
	

	Others
	13,092
	December 13, 2018–August 11, 2023
	6.25%–10.25%
	1,098

	Bonds of subjects of the Russian Federation
	23,252
	September 22, 2016–June 23, 2021
	7.00%–13.06%
	2,198

	Total debt securities held to maturity
	436,472
	
	
	24,768

	Including those transferred without derecognition under sale and repurchase agreements
	34,275
	April 19, 2017–December 9, 2025
	4.45%–13.10%
	2,211



During the first quarter of 2015 and in 2016, no securities were reclassified from the "available to sale" portfolio to the "held to maturity" portfolio. 
[bookmark: _Toc452372291][bookmark: _Toc452570541]
Fixed Assets, Intangible Assets, and Immovable Property Temporarily Unused in Core Activities[footnoteRef:19]  [19:  No data audit has been performed for the first quarter of 2015.] 

	RUB million
	 Immovable property 

	Office and computer equipment
	Cars 
and other facilities
	Construction in progress
	Inventories
	Immovable property and land temporarily unused 
in core activities
	Intangible assets
	Capital investment in purchase of intangible assets
	Total

	Initial or revalued cost as of January 1, 2016
	365,903
	259,140
	16,973
	14,428
	19,478
	3,740
	27,896
	0
	707,558

	Accumulated depreciation
	-54,522
	-170,067
	-10,261
	0
	0
	0
	-4,419
	0
	-240,084

	Residual value as of January 1, 2016 
	311,308
	89,073
	6,533
	14,428
	19,478
	3,740
	22,914
	0
	467,474

	Acquisitions
	3,997
	3,178
	19,846
	21,419
	10,256
	87
	13,370
	3,359
	75,512

	Transfers
	702
	2,122
	447
	-3,198
	59
	-93
	280
	-280
	0

	Disposals – under initial or revaluation value
	-6,197
	-5,498
	-178
	-5
	-19,139
	-225
	0
	0
	-31,109

	Disposals – accumulated depreciation
	808
	669
	3
	0
	0
	0
	0
	0
	1,480

	Depreciation deductions
	-2,386
	-8,881
	-1,443
	0
	0
	0
	-2,743
	0
	-14,870

	Residual value as of April 1, 2016 
	308,232
	80,663
	25,641
	32,605
	10,654
	3,509
	34,472
	3,079
	498,855

	Initial or revalued cost as of April 1, 2016
	364,405
	258,942
	37,088
	32,605
	10,654
	3,509
	41,545
	3,080
	751,828

	Accumulated depreciation
	-56,173
	-178,279
	-11,447
	0
	0
	0
	-7,611
	0
	-252,973



The fixed assets from the category of buildings were revalued as of January 1, 2012. The revaluation was made based on the opinions of independent appraisers having the appropriate professional qualifications and experience in evaluating such assets. For the purpose of their valuation, the assets were classified into specialized and nonspecialized items. Specialized items were evaluated using primarily the cost approach, while in evaluating nonspecial items the comparative approach was used. The appraisal was conducted by PricewaterhouseCoopers Russia B.V.[footnoteRef:20] [20:  Appraiser: Oleg A. Malyshev, certificate of membership in SRO: issued by NP Self-Regulatory Interregional Association of Appraisers (SIAA) No. 691 dated August 27, 2007.] 

For the purpose of statements for 2015, the Bank audited the value of fixed assets and concluded that it did not differ significantly from the market value; therefore, no revaluation was made.


[bookmark: _Toc452372292][bookmark: _Toc452570542]Other Assets 
	RUB million
	April 1, 2016
	January 1, 2016

	Other financial assets
	
	

	Loan interest receivables
	138,114
	123,210

	Contributions to the authorized capital of subsidiaries 
(before registration of authorized capital increase)
	109,040
	18,059

	Settlements on compensation payout operations on deposits of commercial banks
	89,261
	73,212

	Settlements with currency and stock exchanges
	62,656
	79,841

	Incomplete plastic card settlements
	35,711
	150,820

	Settlements on state duties and penalties
	19,985 
	18,842 

	Amounts of the damage inflicted on the Bank
	5,201
	5,031

	Accrued fee receivables
	4,706
	7,470

	Settlements on conversion operations, derivatives, and forward transactions
	3,865
	4,652

	Security payments 
	2,117
	2,163

	Others
	1,408
	1,188

	Total other financial assets 
	472,064
	484,488

	
	
	

	Other nonfinancial assets
	
	

	Advances issued
	25,053
	15,557

	Prepayment on other taxes
	3,919
	8,041

	Payment receivables for commemorative coins, bought and sold
	2,820
	2,743

	Precious metals
	1,776
	1,918

	Future expenses
	332
	21,202

	Noncurrent assets held for sale and assets of the disposal group
	237
	16,135

	Others
	2,215
	1,324

	Total other nonfinancial assets 
	36,353
	66,920

	Provision for impairment of other assets
	-30,727
	-28,641

	Provision for impairment of loan interest receivables
	-19,553
	-17,050

	Total other assets
	457,945
	505,717

	
	
	

	
	
	

	
	
	


[bookmark: _Toc452372293][bookmark: _Toc452570543]
 Funds of credit institutions
	RUB million
	April 1, 2016
	January 1, 2016

	Loans and deposits received from banks
	187,631
	415,323

	Correspondent accounts
	150,451
	141,296

	Direct repo contracts with banks
	53,024
	61,745

	Overnight deposits
	18,849
	—

	Total funds of banks
	409,956
	618,364



The cost of the securities pledged as collateral under direct repo as of April 1, 2016, amounted to RUB 54.153 million, and as of January 1, 2016, RUB 63.094 million.

[bookmark: _Toc452372294][bookmark: _Toc452570544]Funds from customers other than credit institutions
	RUB million
	April 1, 2016
	January 1, 2016

	Individuals and individual entrepreneurs
	9,815,284
	10,221,285

	current accounts/demand accounts
	1,610,291
	1,938,386

	fixed-term deposits
	8,204,993
	8,282,899

	
	
	

	Other corporate customers
	7,467,325
	7,372,888

	current accounts / demand accounts
	3,104,190
	2,497,162

	fixed-term deposits
	3,504,255
	3,930,038

	loan participation notes issued as part of the MTN
	858,739
	945,633

	Obligations to return borrowed securities to a (nonbank) creditor 
	141
	55

	
	
	

	Funds in precious metals
	130,320
	128,250

	funds of individuals
	124,222
	120,852

	Due to legal entities
	6,098
	7,398

	Total due to customers
	17,412,929
	17,722,423



The table below shows the analysis of customer deposits broken down by types of economic activity.
	in RUB million
	April 1, 2016
	share (%)
	January 1, 2016
	share (%)

	Individuals
	9,736,615
	55.9
	10,143,745
	57.2

	Services
	1,629,975
	9.4
	1,606,423
	9.1

	Oil and gas industry
	1,347,593
	7.7
	1,330,147
	7.5

	Bonds in issue
	858,739
	5.0
	945,633
	5.4

	Trade
	855,349
	4.9
	930,541
	5.3

	Machinery
	470,587
	2.7
	448,486
	2.5

	Metallurgy
	403,948
	2.3
	388,587
	2.2

	Transport, aviation and space industry
	321,541
	1.8
	291,803
	1.6

	State and municipal agencies of the Russian Federation
	295,601
	1.7
	78,142
	0.4

	Energy
	256,044
	1.5
	299,283
	1.7

	Construction
	250,435
	1.4
	276,591
	1.6

	Chemical industry
	172,692
	1.0
	213,977
	1.2

	Food industry and agriculture
	153,393
	0.9
	147,286
	0.8

	Telecommunications
	144,175
	0.8
	117,201
	0.7

	Woodworking industry
	17,347
	0.1
	22,795
	0.1

	Others
	498,895
	2.9
	481,783
	2.7

	Total due to customers
	17,412,929
	100.0
	17,722,423
	100.0



The following table shows the information on other borrowed funds reflected in the term deposits of corporate customers.
	RUB million
	April 1, 1
	January 1, 1

	Loan participation notes issued as part of the MTN program:
	 858,739 
	 945,633 

	Subordinated loans
	 270,431 
	 291,531 

	Nonsubordinated loans
	 588,308 
	 654,102 

	Total other borrowings
	858,739
	 945,633 



The table below shows the description of loan participation notes issued under the MTN program.
	
	
	
	
	
	Nominal value 
(in millions of currency units)
	Contractual interest rate (%)
	Book value, 
RUB million

	Issue
	Subord.
	Date of 
issue
	Date of 
repayment
	Currency
	
	
	

	
	
	
	
	
	
	
	April 1, 2016
	January 1, 2016

	Series 5i
	
	September 24, 2010
	March 24, 2017
	USD
	1,250
	5.40%
	84,510
	91,103

	Series 7
	
	June 16, 2011
	June 16, 2021
	USD
	1,000
	5.72%
	67,608
	72,883

	Series 8ii
	
	February 7, 2012
	February 7, 2017
	USD
	1,300
	4.95%
	87,890
	94,748

	Series 9iii
	
	February 7, 2012
	February 7, 2022
	USD
	1,500
	6.13%
	101,411
	109,324

	Series 11
	
	June 28, 2012
	June 28, 2019
	USD
	1,000
	5.18%
	67,608
	72,883

	Series 12
	subordinated
	October 29, 2012
	October 29, 2022
	USD
	2,000
	5.13%
	135,215
	145,765

	Series 13
	
	January 31, 2013
	January 31, 2016
	RUB
	25,000
	7.00%
	—
	25,000

	Series 14
	
	February 28, 2013
	February 28, 2017
	CHF
	250
	2.07%
	17,539
	18,382

	Series 15
	
	March 4, 2013
	March 4, 2018
	TRY
	550
	7.40%
	13,130
	13,792

	Series 16
	subordinated
	May 23, 2013
	May 23, 2023
	USD
	1,000
	5.25%
	67,608
	72,883

	Series 17iv
	subordinated
	February 26, 2014
	February 26, 2024
	USD
	1,000
	5.50%
	67,608
	72,883

	Series 18 v
	
	March 6, 2014
	March 6, 2019
	USD
	500
	4.15%
	33,804
	36,441

	Series 19 v
	
	March 7, 2014
	March 7, 2019
	EUR
	500
	3.08%
	38,269
	39,849

	Series 20
	
	June 26, 2014
	November 15, 2019
	EUR
	1000
	3.35%
	76,539
	79,697

	Total
	 
	 
	 
	 
	 
	 
	858,739
	945,633



i Taking into account additional issue dated October 19, 2010 ($250 million).
ii Taking into account additional issue dated August 17, 2012 ($300 million).
iii Taking into account additional issue dated July 30, 2012 ($750 million).
iv With the right of early redemption in 2019.
v As part of nonpublic offering.

[bookmark: _Toc452372295][bookmark: _Toc452570545]Debt securities in issue
	
	April 1, 2016
	 
	

	RUB million
	Book value
	Maturity period
	Interest rate

	Savings certificates
	588,675
	on demand: March 31, 2019
	0.1%–18.0%

	Promissory notes
	86,287
	on demand: January 30, 2023
	0.1%–26.7%

	Loan participation notes issued as part of the MTN program
	18,500
	January 2, 2026
	12.27%

	Certificates of deposit
	776
	on demand: November 18, 2016
	7.69%–9.58%

	Total debt securities in issue
	694,238
	 
	 





	


	January 1, 2016
	 
	

	RUB million
	Book value
	Maturity period
	Interest rate

	Savings certificates
	549,512
	on demand: December 30, 2018
	0.1%–18.0%

	Promissory notes
	78,395
	on demand: January 30, 2023
	0.1%–26.7%

	Loan participation notes issued as part of the MTN program
	18,500
	January 2, 2026
	12.27%

	Certificates of deposit
	1,287
	on demand: November 18, 2016
	3.52%–9.58%

	Total debt securities in issue
	647,694
	 
	 

	
	
	
	


As of January 1, 2016, and April 1, 2016, the Bank had no overdue or restructured debt securities issued.

Compliance with special terms
In its normal course of business, the Bank enters into agreements to raise cash and cash equivalents through interbank loans. These transactions may include terms requiring the bank to repay cash and cash equivalents early in certain circumstances, such as deterioration of the Bank's financial and operating performance, ratings changes by international agencies, or other terms specified in the agreement. As of April 1, 2016, there was no violation of the terms of the Bank’s significant transactions that could make early fulfillment of these obligations necessary.

[bookmark: _Toc452372296][bookmark: _Toc452570546]Other Liabilities
	RUB million
	April 1, 2016
	January 1, 2016

	Other financial liabilities
	
	

	Interest payment liabilities
	177,666
	163,358

	Accrued staff cost
	49,222
	306

	Settlements on operations with securities
	25,725
	28,677

	Outstanding contributions to the Deposit Insurance Agency
	11,279
	10,906

	Settlements on conversion operations, derivatives, and forward transactions
	16,326
	16,042

	Amounts received on correspondent accounts before clarification
	6,385
	5,466

	Securities supply liabilities
	2,288
	2,080

	Accounts payable
	598
	1,271

	Others
	10,692
	15,246

	Total other financial liabilities
	300,182
	243,353

	
	
	

	Other nonfinancial obligations
	
	

	Operating taxes payable
	4,327
	7,257

	Settlements on noncapital expenses
	1,075
	2,890

	Settlements for expenses of a capital nature
	597
	67

	Provisions for future expenses
	244
	2,220

	Others
	745
	780

	Total other nonfinancial obligations
	6,988
	13,214

	Total other liabilities
	307,170
	256,567

	
	
	

	
	
	


[bookmark: _Toc383695060]As of April 1, 2016, Sberbank has contractual liabilities on the capital costs in the amount of RUB 597 million (January 1, 2016, RUB 67 million) These amounts constitute contractual liabilities on the acquisition of fixed assets and intangible assets.

[bookmark: _Toc452372297][bookmark: _Toc452570547]Authorized Capital
Structure of Sberbank's share capital as of April 1, 2016, is listed below.
	
	Declared, placed, and paid-up shares

	 
	quantity (thousand pcs)
	nominal value, RUB million

	Common stock
	21,586,948
	64,761

	Preferred stock
	1,000,000
	3,000

	Total
	22,586,948
	67,761


The structure of the Bank's authorized capital has not changed since July 2007. The Bank did not redeem its shares from shareholders in the first quarter of 2016. As of April 1, 2016, the Bank has no equity shares redeemed from its shareholders on its balance sheet.
All the ordinary shares have a par value of 3 rubles per share and are attached with equal rights. Each ordinary share carries the right to one vote. All the ordinary shares in issue are fully paid up. 
Preferred shares have a par value of 3 rubles per share and carry no right of vote (unless federal law provides otherwise). All the preferred shares have equal rights and are fully paid up. The procedure for the payment of dividends on shares is determined by effective legislation. A decision (announcement) on payment of dividends and the size of the dividends shall be made by the General Shareholders' Meeting upon the recommendation of the Bank's Supervisory Board. The minimum amount of dividends on preferred shares shall be at least 15% of their par value. If preferred dividends are not paid, the holders of preferred shares are entitled to vote similarly to the holders of ordinary shares up to the moment when the dividend is paid out. 


[bookmark: _Toc452372298][bookmark: _Toc452570548]Accompanying Information to the Statement of Financial Performance
[bookmark: _Toc452372299][bookmark: _Toc452570549]Interest Income by Type of Assets
	RUB million
	The first quarter of 2016
	[bookmark: _Ref451784424]The first quarter of 2015[footnoteRef:21] [21:  No data audit has been performed for the first quarter of 2015.] 


	Loans to legal entities
	308,210
	279,632

	Loans to individuals
	159,347
	154,335

	Securities available for sale
	29,139
	26,028

	Loans to banks
	13,239
	12,335

	Securities held to maturity
	7,761
	6,665

	Proceeds from sales of insurance products to individuals
	5,233
	839

	Securities assessed through profit or loss
	1,144
	750

	Nostro accounts 
	136
	86

	Funds in Bank of Russia
	102
	86

	Prior period income, fines, penalties, and other
	3,757
	2,282

	Total interest income
	528,068
	483,038



[bookmark: _Toc452372300][bookmark: _Toc452570550]Interest Costs by Types of Funds Raised 
	RUB million
	The first quarter of 2016
	The first quarter of 201520

	Term deposits of individuals
	128,867
	96,557

	Term deposits of legal entities
	47,863
	77,975

	Current accounts of legal entities
	13,934
	19,810

	Promissory notes, savings, and deposit certificates
	13,690
	12,216

	Bonds 
	12,343
	12,312

	Subordinated loan
	8,081
	8,014

	Deposits of Bank of Russia
	7,703
	79,430

	Term deposits of banks
	4,686
	9,779

	Demand accounts of individuals
	3,861
	3,130

	Loro correspondent accounts 
	932
	1,423

	Expenses of previous years, fines, and penalties
	490
	388

	Total interest expenses
	242,450
	321,034





[bookmark: _Toc452372301][bookmark: _Toc452570551]Fee and Commission Income and Expenses
	RUB million
	The first quarter of 2016
	The first quarter of 201520

	Fee and commission income
	
	

	Bank card transactions
	41,320
	32,702

	Settlement operations
	12,880
	9,361

	Bank guarantees
	3,450
	2,779

	Cash transactions
	3,167
	3,600

	Cash collection transactions
	2,363
	2,224

	Income under banking service agreements
	1,844
	1,468

	Services under tariff plans
	1,704
	905

	Account management
	1,993
	2,225

	Currency control
	1,264
	1,133

	Budget funds service
	1,197
	519

	Trade funding and documentary operations
	969
	865

	Foreign currency operations
	844
	1,893

	Agency and other services
	470
	80

	Safe deposit box rental services
	350
	328

	Securities trading
	299
	217

	Other 
	1,342
	2,380

	Total fee and commission income
	75,456
	62,679

	Fee and commission expenses
	
	

	Bank card transactions 
	7,920
	5,167

	Settlement operations – expense 
	308
	640

	Cash collection
	57
	81

	Other 
	617
	916

	Total fee commission expenses 
	8,902
	6,804

	Net fee and commission income
	66,554
	55,875



[bookmark: _Toc452372302][bookmark: _Toc452570552]Net (Expenses)/Income from Revaluation of Foreign Currency
	RUB million
	The first quarter of 2016
	The first quarter of 201520

	Net income from foreign currency revaluation except for net income from exchange rate differences on securities estimated at their fair value through profit or loss
	-3,198
	54,350

	Net income from exchange rate differences on securities carried at their fair value through profit or loss
	- 5,203
	633

	Total net (expenses)/income from revaluation of foreign currency
	-8,624
	54,983
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	RUB million
	The first quarter of 2016
	The first quarter of 201520

	Personnel upkeep costs
	62,507
	58,988

	Costs from the sale of proprietary claims
	19,692
	10,212

	Administrative expenses
	17,018
	15,076

	Depreciation
	14,369
	11,267

	Contributions to the Mandatory Deposit Insurance Fund
	10,073
	8,014

	Other operating expenses
	6,751
	5,142

	Operating Expenses
	130,410
	108,699





[bookmark: _Toc452372304][bookmark: _Toc452570554]Tax Expenses 
The main components of tax expenses are presented below.
	Expenses per taxes, duties, and dues, RUB million
	The first quarter of 2016
	The first quarter of 201520

	VAT
	2,773
	3,461

	Land tax
	63
	62

	Transport tax
	10
	10

	Other taxes and duties
	764
	386

	Tax on profits
	10,836
	19,906

	Income tax to the budgets of the subjects of the Russian Federation
	8,158
	16,365

	Income tax on operations with government securities
	1,766
	1,710

	Income tax to the federal budget
	912
	1,831

	Total tax expenses
	14,446
	23,825


[bookmark: _Toc452372305][bookmark: _Toc452570555]
Accompanying Information to the Statement of Cash Flows
In the first quarter of 2016, cash outflow amounted to RUB 120.2 billion (for the first quarter of 2015, outflow was RUB 362.4 billion). The main items of money utilization in the first quarter of 2016 were the acquisition of securities and other financial assets from the "available for sale" category, the issuance of loans, and the payment of interest. The main sources of funds during the reporting period were the interest received and net increase of customers' funds.
As of April 1, 2016, the Bank's unused loan proceeds amounted to RUB 10,060 million (RUB 10,930 million as of January 1, 2016). These are undrawn amounts from trade finance transactions. Funds under such transactions are drawn by Sberbank after fulfilling a number of conditions associated with the transactions, for the financing of which these funds were raised. 
Sberbank effects standard operations in the financial markets, including those with the Bank of Russia, within the limits established by the counterparties for each other for each type of operation. 
In the reporting period, the Bank did not carry out the investment and financial activities that do not require the use of cash.

[bookmark: _Toc452372306][bookmark: _Toc452570556]
Supportive Information to the Capital Adequacy Report
[bookmark: _Toc452372307][bookmark: _Toc452570557]Equity (Capital) Structure
Information on equity (capital) in accordance with Bank of Russia Regulation No. 395-P
	RUB million
	April 1, 2016
	January 1, 2016

	Authorized capital (ordinary shares)
	8,711 
	8,711 

	Paid-in capital in excess of par value
	228,054 
	228,054 

	Reserve fund
	3,527 
	3,527 

	Profit for the year (audited)
	0
	83,753

	Profit for previous years (audited) 
	1,944,951
	1,729,052

	Intangible assets
	-36,406
	-22,212

	Investments in ordinary shares of subsidiary financial companies/banks
	-289,152
	-274,002

	Core capital
	1,859,579
	1,756,562

	Additional paid-in capital
	— 
	—

	Fixed capital
	1,859,579 
	1,756,562 

	Increase in value of assets due to revaluation
	78,490
	78,969

	Profit for the year (not audited)
	125,395 
	127,717 

	Subordinated loan
	692,990 
	710,086 

	Authorized capital (due to the revaluation of fixed assets)
	59,000 
	59,000 

	Authorized capital (preference shares)
	30 
	35 

	Provided subordinated loans
	-86,931
	-74,639

	Investments in preferred shares of subsidiary financial companies/banks and others
	-6
	-3

	Additional capital
	868,968 
	901,490 

	Equity (capital)
	2,728,547
	2,658,051



The value of regulatory capital, as required by Basel III, is calculated by Sberbank based on Bank of Russia Regulation No. 395-P. 
The requirements of Basel III establish three tiers of capital: core, fixed, and total. Fixed capital is the sum of core capital and additional paid-in capital. Total capital is the sum of the fixed capital and the additional capital.
The main sources of the Bank's core capital are share capital derived from common stock (RUB 236.8 billion), retained income of the prior years, and reserve fund (RUB 1,948.5 billion). Intangible assets and investment in equities of financial companies reduce the core capital by RUB 325,7 billion.
Sberbank does not currently have any sources of additional paid-in capital (perpetual subordinated loans or perpetual subordinated bonds which Bank of Russia would permit to include in the structure of the additional paid-in capital). 
Sberbank's additional capital comes from share capital derived from the capitalization of asset revaluation (RUB 59.0 billion), the current year's earned surplus (RUB 125.4 billion), increase in value of assets due to revaluation (RUB 78.5 billion), and subordinated loans (RUB 693.0 billion). Shares of Sberbank preferred stock included in the sources of additional capital do not satisfy the Basel III requirements for preferred stock and thus will be written off in stages starting from 2013 pursuant to Clauses 3.1.1 and 8.2 of Bank of Russia Regulation No. 395-P. As of April 1, 2016, the amount of preferred stock recorded in the Banking Group's additional capital was RUB 30 million. The extended subordinated loans decrease the total capital by RUB 86,9 billion.



[bookmark: _Toc452372308][bookmark: _Toc452570558]Reconciliation of Regulatory Capital with Balance Sheet Data
	Item
	 Balance Sheet, 
Form 0409806
	Line No.
	Statement of Capital Adequacy Level, Form 0409808
	Line No.

	Sources of core capital
	2,385,282
	 
	2,185,243 
	6

	Share capital, Paid-in capital in excess of par value
	295,815 
	24.26
	 236,765 
	1

	Common stock
	—
	 
	 236,765 
	1.1

	Reserve fund (from previous years' profit)
	3,527 
	27
	 3,527 
	3

	Profit for the year (audited)
	100,444 
	34
	 — 
	2.2

	Previous years' profits (with auditor's confirmation)
	1,985,495 
	33
	1,944,951 
	2.1

	Instruments reducing core capital
	 (498,855)
	 
	(325,664)
	28

	Fixed assets, Intangible assets, including
	 (498,855)
	10
	(22,531)
	9

	which are subject to being phased out
	— 
	 
	 (22,531)
	 

	Investment in common stock (shares) of financial institutions
	— 
	 
	 (133,432)
	18.19

	major investments
	— 
	 
	 (133,432)
	19

	Negative value of additional paid-in capital
	— 
	 
	 (169,701)
	27

	Sources of additional capital
	17,888,765 
	 
	 955,905 
	51

	Authorized capital (preference shares)
	 
	 
	 30 
	47

	Authorized capital (due to the revaluation of fixed assets)
	 65,881 
	29
	 59,000 
	46

	Profit for the year (not audited)
	 
	 
	 125,395 
	46

	Funds of Credit Institutions
	409,956 
	15
	 — 
	46

	Funds from Customers Other than Credit Institutions
	 17,412,929 
	16
	 — 
	 

	Subordinated loans
	— 
	 
	 692,990 
	46, 47

	Increase in value of credit institution's assets due to revaluation 
	— 
	 
	 78,490 
	46

	Instruments reducing additional capital
	 (19,801,251)
	 
	 (86,937)
	57

	Investments in shares of financial institutions
	 (2,473,258)
	6
	 (5)
	54, 55

	major investments
	 
	 
	 (5)
	55

	Net Investments in Securities Held to Maturity
	 (417,603)
	7
	—
	 

	Credit claims, including:
	 
	 
	 — 
	 

	Due from credit institutions
	 (310,176)
	3
	—
	 

	Net Loans Receivable
	 (16,600,213)
	5
	 — 
	 

	Subordinated loans issued to financial institutions
	— 
	 
	 (86,931)
	55, 56.1.3

	major subordinated loans
	— 
	 
	 (86,931)
	55, 56.1.3

	Accounts receivable more than 30 days overdue 
	— 
	 
	 (1)
	56.1.2

	Total core capital
	 1,886,427 
	 
	 1,859,579 
	 

	Total additional capital
	 
	 
	 868,968 
	 

	Equity (capital), total
	 
	 
	 2,728,547 
	 






The table below shows the flow of provisions for possible losses.
	Name of asset (tool)
	Balance as of the beginning of the period
	Expenses on creation (income from recovery) of the provision 
	Write-off for the provision account
	Balance as of the end of the period

	Funds for the correspondent accounts
	6
	37
	—
	43

	Loan debts and interest income accrued 
	1,027,870
	91,840
	-7,522
	1,112,189

	Investments in securities available for sale
	25
	—
	—
	25

	Investments in securities held to maturity
	7,177
	-153
	
	7,024

	Investments in subsidiaries and affiliates
	14,870
	-418
	—
	14,452

	Others
	30,294
	3,619
	-84
	33,829

	Contingent credit liabilities
	37,768
	-3,198
	
	34,603

	Transactions with residents of offshore zones
	38
	-32
	
	5

	Total
	1,118,048
	91,727
	-7,606
	1,202,169


These expenses will be included in the capital from the next reporting period after the issuance of audited statements.

[bookmark: _Toc452372309][bookmark: _Toc452570559]Information about Capital Instruments
Shares
	RUB million
	April 1, 2016
	January 1, 2016

	Common stock
	 
	 

	par value in terms of funds received in payment of shares
	8,711 
	8,711 

	par value in terms of capitalization of fixed asset revaluation
	56,050 
	56,050 

	paid-in capital
	228,054 
	228,054 

	Preferred stock
	 
	 

	par value in terms of funds received in payment of shares
	50 
	50 

	par value in terms of capitalization of fixed asset revaluation
	2,950 
	2,950 

	paid-in capital
	— 
	—




Subordinated loans as of April 1, 2016 
	
	Currency 
	Par value,
 million currency units
	Loan 
date
	Repayment date
	Rate
	Note

	Subordinated loan from Bank of Russia
	RUB
	150,000 
	October 20, 2008
	October 20, 2058
	6.5%
	Provided in accordance with FZ No. 173-FZ. Provided for a period of 50 years (renewable).

	Subordinated loan from Bank of Russia
	RUB
	150,000 
	November 6, 2008
	November 6, 2058
	6.5%
	Provided in accordance with Federal Law No. 173-FZ. Provided for a period of 50 years (renewable).

	Subordinated bonds
	USD
	2,000 
	October 29, 2012
	October 29, 2022
	5.125%
	Subject to gradual exclusion from the capital calculation starting from January 1, 2014, pursuant to Regulation No. 395-P.

	Subordinated bonds
	USD
	1,000 
	May 23, 2013
	May 23, 2023
	5.25%
	Meets all the requirements of Regulation No. 395-P

	Subordinated bonds
	USD
	1,000 
	February 26, 2014
	February 26, 2024
	5.50%
	Meets all the requirements of Regulation No. 395-P

	Subordinated loan from Bank of Russia
	RUB
	200,000
	June 18, 2014
	June 18, 2064
	6.5%
	Provided in accordance with Federal Law No. 173-FZ. Provided for a period of 50 years (renewable).

	Subordinated bonds
	RUB
	18,500
	December 14, 2015
	02.01.26
	12.27%
	Meets all the requirements of Regulation No. 395-P


Subordinated bonds of Sberbank in the amount of USD 2 billion and RUB 18,5 billion contain a requirement for absorbing losses. They are written off to income or converted into ordinary shares if:
the ratio of the core capital of Sberbank is reduced by 2 percent as of the reporting date, or 
the Deposit Insurance Agency implements measures to prevent Sberbank’s bankruptcy in accordance with the Federal Law dated October 27, 2008, On Additional Measures to Strengthen the Stability of the Banking System during the Period up to December 31, 2014."

[bookmark: _Toc450733895][bookmark: _Toc452372310][bookmark: _Toc452570560]Information about Risk-Weighted Assets
Information on the risk-weighted assets for calculating the R1.0, R1.1, R1.2 ratios as of April 1, 2016
	RUB million
	R1.0
	R1.1
	R1.2

	Credit Risk
	20,919,742
	20,849,240
	20,849,240

	Market Risk
	734,947
	 734,947
	 734,947

	Operational Risk
	2,043,032
	2,043,032
	2,043,032

	Total indicators for the calculation of ratios
	23,697,720
	23,627,671
	23,627,671



Information on the risk-weighted assets for calculating the R1.0, R1.1, R1.2 ratios, as of January 1, 2016[footnoteRef:22] [22:  The credit and market risk were calculated according to Bank of Russia Letter No. 01-41-1/8458 dated September 28, 2015. ] 

	RUB million
	R1.0
	R1.1
	R1.2

	Credit Risk
	20,106,564
	20,019,881
	20,019,881

	Market Risk
	240,208
	240,208
	240,208

	Operational Risk
	2,043,032
	2,043,032
	2,043,032

	Total indicators for the calculation of ratios
	22,389,804
	22,303,121
	22,303,121



The risk-weighted assets are calculated in accordance with Bank of Russia Instruction No. 139-I,[footnoteRef:23] Bank of Russia Regulation No. 511-P On the Procedure for the Calculation of Market Risk by Credit Institutions, and Bank of Russia Regulation No. 346-P On the Procedure for Calculating Operational Risk. Risk-weighted assets are calculated using the approach provided for in Clause 2.3 of Bank of Russia Instruction No. 139-I. [23:  Bank of Russia's Instruction No. 139-I dated December 3, 2012, On Statutory Ratios of Banks.] 

Following the results of the first quarter of 2016, the amount of assets weighted with regard to the risk has increased compared to the beginning of the year, which is mainly stipulated by the growth of assets with due regard to the risk on corporate loans as the grace exchange rate of foreign currencies for the calculation of required ratios was cancelled in 2016.[footnoteRef:24] Market risk growth is stipulated by changes in the methodology[footnoteRef:25] of its calculation effective from 2016. [24:  Bank of Russia Letter No. 01-41-1/8458.]  [25:  Bank of Russia Regulation No. 511-P On the Procedure of Market Risk Calculation by Credit Institutions.] 
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Information on capital adequacy ratios
	
	
	April 1, 2016
	January 1, 2016

	%
	Regulatory requirement
	Actual value
	Actual value

	Core capital adequacy ratio (R1.1)
	4.5%
	7.9%
	7.9%

	Fixed capital adequacy ratio (R1.2)
	 6.0%
	7.9%
	7.9%

	Total capital adequacy ratio (R1.0)
	8.0%
	11.5%
	11.9%




In accordance with the Bank’s policy to manage capital adequacy of the Banking Group, the aim of capital adequacy management is to ensure the Group's ability to fulfill the goals of the strategic asset growth in strict compliance with capital adequacy requirements.
To conform to the capital adequacy ratios for the Banking Group, the following assessment methods are used:
Forecasting capital adequacy standards
Stress-testing of the capital adequacy
A system of early warning indicators of the capital adequacy reduction
Forecasting capital adequacy ratios is the primary method for preventive identification of capital adequacy violations and the basis for timely management decisions. 
Additionally, from time to time, stress testing of capital adequacy is performed to analyze the capital adequacy when implementing potential crisis scenarios. 
In 2014, a system of early warning indicators was implemented to reveal potential violations in a timely manner. The early warning indicators and threshold values have been developed with regard to the local market specifics.
The main tools of capital adequacy management are as follows:
Business planning and the plan for capital adequacy management
Planning of dividends and capitalization of subsidiaries
The system of standards for capital adequacy limits
The contingency plan for capital adequacy management
There were no significant changes in the capital and internal limits management policy in the first quarter of 2016.
The calculation of target capital adequacy ratios is an integral part of setting the target business development indicators in the process of business planning and strategic planning. Compliance with the standards on capital adequacy limits at the planning horizon is mandatory. A capital adequacy management plan is developed annually based on the business plan, including a list of capital management activities, target values of dividends, and subsidiary capitalization.
Sberbank's guidelines for capital adequacy were followed during the period from January 1, 2016, to April 1, 2016.
In accordance with Basel III and Article 67 of the Federal Law On the Central Bank of the Russian Federation (Bank of Russia), additional requirements (markups) to the core capital have been established from January 1, 2016: a markup to support capital adequacy, an anticyclic markup, and a markup for system significance.
The markup amount for supporting capital adequacy in accordance with the Basel III Implementation Schedule was set at equal to 0.625% of the risk-weighted assets from January 1, 2016, and is subject to increase by 0.625 percentage points every year until it reaches 2.5% from January 1, 2019.
The amounts and procedure for the application of the anticyclic markup for credit institutions are set by Bank of Russia. As of 2016, in accordance with the resolution of the Board of Directors of Bank of Russia, an anticyclic markup has been set at equal to 0% of the risk-weighted assets, the possible interval of this markup being 0%–2.5%.
A markup to core capital adequacy for system significance, as provided by the Basel Committee on Banking Supervision, has been introduced for ten systematically important banks, including Sberbank as an individual legal entity, and on a consolidated basis as a parent institution of the banking group. Starting January 1, 2016, the markup for system significance is set at equal to 0.15% of risk-weighted assets with an annual increase until it reaches 1% from January 1, 2019.
Within the 3888-U framework, from 2017, Bank of Russia may set a markup for the evaluation of internal capital adequacy assessment procedures (ICAAP) within the range of 0%–3%. Sberbank is focused on getting a 0% markup.
The aforementioned markups are not included in the mandatory ratios. A decline in capital adequacy to a level below the reference capital adequacy value increased by the markups to capital adequacy shall result in the limitation of credit institutions' rights to distribute profits and pay a nonfixed remuneration to their executives in accordance with Article 24 of the Federal Law On Banks and Banking Activity.



[bookmark: _Toc452372312][bookmark: _Toc452570562]Earnings per Share and Dividends
Diluted and base earnings per share are calculated in accordance with the methodology used by the Bank in its reporting in accordance with International Financial Reporting Standards (IFRS 33. Earnings per Share).[footnoteRef:26] [26:  Bank of Russia Letter No. 129-T dated October 26, 2009, On the Methodological Recommendations "On the Procedure for Credit Institutions to Calculate Earnings per Share When Preparing Their Financial Statements in Accordance with International Financial Reporting Standards."] 

As of April 1, 2016, the Bank has no shares that could dilute its earnings per common share. Accordingly, the diluted earnings per share equal the base earnings per share. 
The base earnings per share are calculated by dividing the net profit owned by the Bank’s shareholders by the average weighted number of ordinary shares outstanding during the period less own shares repurchased from shareholders.
	

	The first quarter of 2016
	[bookmark: _Ref451785854]The first quarter of 2015[footnoteRef:27] [27:  No data audit has been performed for the first quarter of 2015.] 


	Net profit of the Bank owned by shareholders, RUB million 
	100,444
	26,320

	Net profit of the Bank owned by shareholders holding ordinary shares, RUB million
	100,444
	26,320

	The weighted average number of the Bank's common shares outstanding during said period, millions of shares 
	21,587
	21,587

	Basic and diluted earnings per share, 
rubles per share
	4.7
	1.2



Information on dividends paid out
	 RUB million
	Common stock
	Preferred shares

	Dividends payable as of January 1, 2016
	380
	107

	Dividends paid out within 3 months of 2016
	-7
	-1

	Dividends payable as of April 1, 2016
	373
	106



	 RUB million
	Common stock
	Preferred shares

	Dividends payable as of January 1, 2015
	506
	148

	Dividends paid out during 3 months of 201526
	-2
	-4

	Dividends payable as of April 1, 2015
	504
	144



All dividends are declared and paid out in Russian rubles.

[bookmark: _Toc452372313][bookmark: _Toc452570563]Leverage Ratio
	
	April 1, 2016
	January 1, 2016

	Fixed capital, RUB million
	1,859,579
	1,756,562

	Amount of balance sheet assets and off-balance-sheet claims at risk for calculating the leverage ratio, RUB million
	23,534,172
	23,985,392

	Leverage ratio under Basel III, %
	7.9
	7.3



In the first quarter of 2016, the leverage ratio grew by 0.6 percentage points mainly due to fixed capital growth following the increase in retained profits in previous years.
As of April 1, 2016, the amount of book assets used to calculate the financial leverage ratio totals RUB 23,534,172 million. This indicator is RUB 1,164,931 million greater than the value of assets determined in accordance with the balance sheet as the amount of book assets is increased by estimated noncredit liabilities and credit risk under operations with financial derivatives.


[bookmark: _Toc452372314][bookmark: _Toc452570564]Information about the Risks Taken by a Credit Institution, Procedures for Their Assessment and Management
Since Sberbank of Russia is the parent company of the Banking Group, whereby the risk management is mostly carried out on the Group level, some information on the risk management is presented in relation to the Group.

[bookmark: _Toc359489910][bookmark: _Toc364687448][bookmark: _Toc366230370][bookmark: _Toc370819379][bookmark: _Toc386640305][bookmark: _Toc388376722][bookmark: _Toc452372315][bookmark: _Toc452570565]Integrated Group Risk Management
[bookmark: _Toc382843779]The list of significant risks of the Group is updated annually. The Group recognizes the need for a risk management system consistent with the provisions of the Bank’s Risk and Equity Management Strategy,[footnoteRef:28] Bank of Russia recommendations, and requirements of the Basel Committee in the field of risk management. All the identified significant risks of the Group are classified by the decision of the Group’s Risk Board Committee[footnoteRef:29] into selected groups of risk, the management functions for which are distributed among the committees of the Bank’s Board. Risk management on an integrated level is performed by the GRC, the Board, and the Supervisory Board of the Bank.  [28:  The Sberbank Risk and Equity Management Strategy approved by Resolution of the Bank's Supervisory Board and dated September 16, 2015, is posted at www.sberbank.com.]  [29:  Hereinafter referred to as the "GRC." ] 

[bookmark: _Toc351366968]The Bank's risks units are responsible for creating an integrated risk management system and managing the Group’s key risks: credit risk (including country risk), market risk of the trading book, operational risk, model risk. To avoid conflicts of interest between the control of risk level and the Bank’s yield increase, the units generating the Bank’s income are not directly subordinated to the Deputy Chairman of the Board of the Bank who coordinates the "Risks" block. Management of the currency and interest rate risks of the bank book and liquidity risks is attributed to the terms of reference of the Bank's Treasury (the "Risks" block monitors the level of these risks). The Bank's departments outside the "Risks" block are responsible for the control of all other material risks. The "Risks" block provides methodological support to these units and aggregates data on these risks to calculate the consolidated risk factors.
With a view to informing the Bank’s management and governance boards involved in the risk management processes, a system of reports is applied subject to the following principles:
When preparing the reports, the main focus is placed on active decision making (i.e. the prospects) rather than on stating the facts.
Reports are formed in terms of structural units, thus allowing considering the main risk positions in totality for the whole financial institution, with the necessary level of detail.
Operational management reports are formed weekly/monthly and contain basic operational metrics that characterize the quality of the preloan process and loan portfolio.
Reports on the most important risk management issues are disseminated quarterly. They give an overview of the risks taken relative to the risk appetite and cascaded limits containing, among other things, the current risk profile, forecasts and results of stress testing, concentration risks and actual risks, monitoring of actions, etc.
Other reports are also issued on a regular basis but less frequently, including those on the results of the identification and assessment of risks, on the adequacy of economic capital, on the adequacy of regulatory capital under Basel II, on the earnings-at-risk (EaR), on the results of stress testing, and others.
The following describes the management of the selected groups of the Group's significant risks.

[bookmark: _Toc452372316][bookmark: _Toc452570566]Credit Risk
Types of credit risks:
Credit risks of corporate customers, retail customers, and financial institutions include the following types of risks:
Credit risk of migration is the risk of losses associated with complete or partial loss of value:
· of a financial asset that is not subject to daily revaluation at current fair value (for example, credit, debt security held to maturity) due to a default or deterioration in the credit quality of the counterparty/issuer (migration);
· of a security due to the issuer's default.
Counterparty risk in financial market operations is a risk associated with the counterparty's unwillingness or inability to perform liabilities under a transaction completely and in a timely manner. The counterparty risk is a type of mutual exposure under futures deals that can vary over time in response to market trends or fluctuations in the price of underlying assets.
The counterparty risk has two components:
· Presettlement risk, which is a risk of incurring losses in connection with a possible failure of the counterparty to perform its contractual liabilities during the period of transaction
· Settlement risk, which is the risk of losses in connection with a counterparty's potential failure to perform its obligation after the Bank has fulfilled its obligation under the contract or agreement (by providing funds, securities and other assets) as of the date of mutual settlements
Risk of concentration (as regards credit risk) is a risk related to:
· Provision of large loans to a single borrower or group of related borrowers
· Concentration of debts in separate sectors of the economy, segments, portfolios, geographic regions, etc.
· Concentration of investments in securities within separate sectors or geographic regions
· Other liabilities making them vulnerable to the same economic factors
Residual risk is a risk arising due to the fact that the methods of risk mitigation used by the Bank can fail to produce the desired effect due to a realization of risks on the security, such as legal risk and liquidity risk.

General description of credit risk management 
The purpose of credit risk management is to identify and ensure the level of risk required to ensure sustainable development of the Group, as determined by the Banking Group development strategy and the macroeconomic parameters.
The Bank's objectives in credit risk management are as follows:
· To implement a systematic approach to credit risk management, to optimize the sectoral, regional, and product portfolio structure to reduce the level of credit risk
· To increase the competitive advantages of the Group due to more accurate assessment of the accepted risks and the implementation of risk management measures, including a decrease in realized credit risks
· To maintain stability when introducing new products, including more complex ones

The bank employs the following methods of credit risk management:
· Preventing credit risk by way of identification, analysis, and evaluation of possible credit risks prior to conducting an operation 
· Implementing unified processes of risk evaluation and identification
· Planning the credit risk level by means of evaluation of the level of expected losses
· Limiting the credit risk by establishing limits and/or other restrictions for the risk
· Creating provisions for possible losses from loans issued
· Structuring of transactions 
· Managing the collateral for transactions
· Using the system of decision-making authority
· Monitoring and controlling the level of credit risk
Credit risk is evaluated for the Bank in general and for individual portfolios of assets exposed to credit risk and also in terms of individual credit risks of specific counterparties and groups of counterparties, countries, geographic regions, sectors of the economy/types of economic activity.
The Bank uses a system of internal ratings based on economic and mathematical models of evaluating the probability of counterparty and transaction default. Models evaluating the probability of default are subject to periodic calibration on the basis of historical data collected.
The system of credit ratings ensures a differentiated evaluation of probability of the counterparties' failure to perform/improper performance of their obligations. The evaluation is based on analysis of quantitative (financial) and qualitative factors of credit risks, the level of their impact on the counterparty’s capacity to perform and discharge the undertaken liabilities. The Bank’s internal regulatory documents envisage evaluation of the aggregate of factors, whose list is standardized depending on the types of counterparties. At the same time, it is mandatory to provide evaluation of the risk factors related to the contractor’s financial standing and its tendencies of changing, structure of property, business reputation, credit history, cash flow and financial risk management system, information transparency, customer’s position in the industry and region, and support provided by government, parent companies, and the borrower’s group. Taking into account the analysis of the above risk factors, the probability of counterparty/transaction default is evaluated, and the counterparties/transactions are further classified by ratings.


Individual credit risks of the Bank’s counterparties for transactions that carry credit risks are evaluated depending on types of counterparties:
· For corporate customers, credit institutions, financial companies, small business entities, countries, subjects of the Russian Federation, municipal entities, insurance and leasing companies: on the basis of the credit ratings system and by building models of predicted cash flow or other important indicators
· For individuals and microbusiness entities: based on evaluation of paying capacity of counterparties in accordance with the Group’s internal regulations and express evaluation 
Risk management and control of the Bank's expected losses from default by a borrower or group of related borrowers are guided by the system of limits in place for each business line. The scope of the established limit is determined by the level of the Borrower's risk that is estimated based on the valuation of the financial and nonfinancial (quality) status of this Borrower. The indicators of market and outside influence, characteristics of management quality, assessment of business standing, and other factors are used as nonfinancial factors.
As part of corporate credit risks, to manage the credit risk, a multilevel system of limits was developed. It is used to limit the risk of lending operations and operations in the financial markets. 
Country risk limits are separately identified. Their purpose is to restrict and manage risks assumed by the Group in respect of individual countries. Country risk limits are structural risk limits that restrict the geographic concentration of the Group's risks (other than risks in the Russian Federation) and do not restrict the risks of transactions with individual counterparties.
The task of the Bank and the Group members in the management of country risk limits is to comply with the requirements and restrictions set at the Group level.
To improve the quality of credit risk control, an automated system of managing the limits of credit risk was introduced at the Bank in the year 2014. In 2015, work on the optimization of this system was performed.
Proceeding from the principles of caution and the balance of probabilities and in order to cover the losses expected from a realization of credit risk for assets exposed to credit risk, the Bank and the Group as a whole create provisions for possible losses from loans and other possible losses. The provisions are created in accordance with the requirements of Bank of Russia, Bank Regulators, International Standards,[footnoteRef:30] and internal regulations of the Bank and the Group as a whole that provide for a regular monetary valuation of credit risk (the losses expected in case of a realization of the credit risk) taking into account internal credit risks of the counterparties.  [30: The international financial reporting standards approved by the International Financial Reporting Standards Committee. ] 

To ensure the proper adequacy of the procedures for valuating the credit risk level and determining the amount of provisions for possible losses from loans and to lower the material and labor costs when classifying the total loans granted by the Bank and the Group as a whole, similar loans are classified into portfolios of similar loans; the provisions for such similar loans are created without pronouncing a separate professional judgment on credit risk level for each individual loan.
The Bank pays close attention to controlling the concentration of major credit risks complying with prudential requirements of the regulator, analyzing and predicting the level of the credit risks. The following methods are used:
· A distributed mechanism for identifying borrowers’ legal and economic connection criteria and further centralized maintenance of the unified list of related borrowers’ groups at the level of Group members
· Establishing limits broken down by borrowers and groups of related borrowers
· Identifying groups of borrowers broken down by industry and country affiliation
· Analyzing the portfolio in terms of customer segments and credit products
Availability of security is the main tool for decreasing the credit risk arising from failure to pay under loan contracts. In accordance with the Bank's policy, the necessity of taking a security for loans and the amount of the security depends, among other things, on the risk of the borrower/transaction and is documented in the terms and conditions of credit products. 
As one of the approaches to hedging of credit transaction risks, a Collateral Policy (as part of the credit policy) determining the basic principles and elements of organizing the work with collateral security in lending is developed and used. The Collateral Policy is aimed at enhancing the quality of the credit portfolio as regards collateral security. The collateral quality is determined by the probability of receiving cash in the amount of the expected collateral value when enforcing upon the collateral or upon its sale. The collateral quality is indirectly characterized by the list and materiality of risks associated with the collateral and is determined by a number of factors: liquidity, accuracy of determining value, risk of depreciation, exposure to risks of loss and damage, legal risks, etc. 
Collateral value is appraised based on an internal expert appraisal by the Bank's professionals, an appraisal by independent appraisers or based on the cost of the collateral item in the borrower's accounting reporting, with discount applied. Guarantees for financially reliable legal entities as securities also require evaluation of risks of both the guarantor and the borrower.
The following entities may act as guarantors: the Russian Federation, local governments of the Russian Federation, counterparty banks, and MSP Corporation JSC. Furthermore, guarantors shall satisfy the requirements for the default probability rating.
Each territorial subdivision receives a risk profile determining its decision-making authority, depending on the risk category of the application. The risk category assigned to an application depends on borrower risk (as determined by the borrower's rating), the aggregate limit on the borrower/group of related borrowers, and the transaction risk (as determined by the existence of extraordinary conditions in the transaction and LGD—that is, losses upon default). Therefore, the existing systems of limits and authorities help optimize the credit process and duly manage the credit risk.
The system of controlling and monitoring the Group credit risks level is implemented based on the principles that ensure preliminary, current, and follow-up control of operations, compliance with the established risk limits, and their timely updating, which is documented in internal regulations.

 
Asset classification in valuation for establishing quality categories, as of April 1, 2016[footnoteRef:31]  [31:  Based on the reporting form 0409115 "Credit Institution's Asset Quality Data."] 

	 
	Quality categories

	RUB million
	I
	II
	III
	IV
	V
	Total

	Assets for which a provision for possible losses is created

	Assets assessed for creating provisions for possible losses from loans 
	8,334,300
	7,354,076
	950,815
	271,118
	782,540
	17,692,849

	Loans to banks
	1,275,498
	16,853
	86,087
	18,276
	70
	1,396,784

	Loans to legal entities
	7,057,694
	3,556,108
	726,561
	228,317
	566,885
	12,135,565

	Loans to individuals
	1.107
	3,781,115
	138,168
	24,525
	215,585
	4,160,500

	Investments in securities assessed for creating provisions for possible losses
	324,131
	6,932
	10,556
	—
	2,002
	343,621

	Securities available for sale
	783
	—
	51
	—
	0
	834

	Securities held to maturity
	323,348
	6,932
	10,505
	—
	2,002
	342,787

	Other assets assessed for creating provisions for possible losses
	1,069,291
	68,593
	90,988
	5,306
	41,963
	1,276,141

	Other receivables from credit institutions
	584,345
	205
	10,897
	25
	758
	596,229

	Other receivables from legal entities
	484,872
	40,720
	72,634
	4,747
	19,523
	622,495

	Other receivables from individuals
	75
	27,669
	7,457
	534
	21,682
	57,416

	Noncore assets
	—
	8,553
	2,525
	771
	—
	11,849

	Total assets for which a provision for possible losses is created
	9,727,722
	7,438,154
	1,054,884
	277,195
	826,505
	19,324,460

	Provision for possible losses
	
	
	
	
	
	

	Provisions for possible losses from loans 
	53
	108,479
	155,319
	137,398
	691,387
	1,092,635

	Loans to banks
	—
	519
	26,648
	10,052
	70
	37,289

	Loans to legal entities
	53
	67,521
	120,577
	119,255
	491,826
	799,232

	Loans to individuals
	—
	40,439
	8,094
	8,091
	199,491
	256,115

	Provisions for possible losses from securities
	—
	69
	4,978
	—
	2,002
	7,049

	Other provisions for possible losses
	—
	2,892
	18,144
	3,110
	41,065
	65,211

	Other receivables from credit institutions
	—
	9
	3,356
	13
	758
	4,135

	Other receivables from legal entities
	—
	2,533
	14,375
	2,922
	19,458
	39,289

	Other receivables from individuals
	—
	350
	413
	175
	20,849
	21,787

	Noncore assets
	—
	1,132
	956
	578
	—
	2,666

	Total provisions for possible losses
	53
	112,572
	179,397
	141,086
	734,453
	1,167,562





Classification of assets assessed for the purpose of creating provisions by quality categories as of January 1, 2016 
	 
	Quality categories

	RUB million
	I
	II
	III
	IV
	V
	Total

	Assets for which a provision for possible losses is created

	Assets assessed for creating provisions for possible losses from loans 
	8,737,424
	7,304,781
	872,123
	213,006
	753,288
	17,880,623

	Loans to banks
	1,359,645
	116,833
	3,017
	17,594
	—
	1,497,089

	Loans to legal entities
	7,376,496
	3,403,053
	745,430
	175,178
	548,607
	12,248,763

	Loans to individuals
	1,284
	3,784,895
	123,676
	20,235
	204,681
	4,134,771

	Investments in securities assessed for creating provisions for possible losses
	389,448
	8,434
	10,287
	0
	1,974
	410,144

	Securities available for sale
	719
	—
	50
	0
	0
	770

	Securities held to maturity
	388,729
	8,434
	10,237
	—
	1,974
	409,374

	Other assets assessed for creating provisions for possible losses
	1,210,095
	131,460
	77,450
	3,561
	38,273
	1,460,839

	Other receivables from credit institutions
	969,663
	19,702
	101
	14
	839
	990,319

	Other receivables from legal entities
	240,357
	84,764
	69,370
	3,096
	18,091
	415,678

	Other receivables from individuals
	75
	26,994
	7,978
	451
	19,343
	54,842

	Noncore assets
	—
	5,665
	1,839
	—
	—
	7,504

	Total assets for which a provision for possible losses is created
	10,336,967
	7,450,341
	961,699
	216,567
	793,536
	19,759,110



Provision for possible losses
	Provisions for possible losses from loans 
	57
	110,157
	119,278
	114,369
	666,959
	1,010,819

	Loans to banks
	—
	19,159
	1,028
	9,677
	—
	29,863

	Loans to legal entities
	57
	50,464
	110,985
	97,932
	477,303
	736,741

	Loans to individuals
	—
	40,534
	7,264
	6,761
	189,656
	244,215

	Provisions for possible losses from securities
	—
	84
	5,144
	0
	1,974
	7,202

	Other provisions for possible losses
	—
	6,421
	14,475
	2,222
	37,692
	60,810

	Other receivables from credit institutions
	—
	3,814
	26
	7
	839
	4,686

	Other receivables from legal entities
	—
	2,269
	14,008
	2,067
	18,173
	36,517

	Other receivables from individuals
	—
	339
	442
	148
	18,678
	19,607

	Noncore assets
	—
	595
	815
	—
	—
	1,411

	Total provisions for possible losses
	57
	117,258
	139,712
	116,591
	706,624
	1,080,243



A liability shall be considered depreciated if the loan loses its value because of a borrower's failure to fulfill or properly fulfill their loan obligations to the Bank or in the event of a real threat of failure to fulfill (improper fulfillment).
As of April 1, 2016, the fair value of the securities assessed for creating provisions for possible losses amounted to RUB 332,910 million (RUB 391,455 million, as of January 1, 2016).


Information about classification of assets according to risk groups
Below are the risk-weighted assets used to calculate Sberbank's obligatory ratios.

	RUB million
	

	
	April 1, 2016
	January 1, 2016
	Average value for the first quarter of 2016

	Financial assets
	 
	 
	

	Corporate loans receivable and their equivalent
	12,006,014
	11,082,969
	11,544,491

	Retail loans receivable and their equivalent
	4,075,022
	3,927,184
	4,001,103

	Investments in securities available for sale and held to maturity
	1,928,333
	1,297,496
	1,612,914

	Contingent credit liabilities
	1,172,482
	1,277,751
	1,225,117

	Interbank loans and other loans receivable from banks
	603,315
	528,182
	565,748

	DFI total, including:
	509,965
	676,699
	593,332

	 KRS
	262,755
	345,568
	304,161

	 RSK
	247,210
	331,131
	289,171

	Funds for the correspondent accounts
	310,180
	351,747
	330,964

	Others
	314,431
	964,536
	639,484

	Comprehensive scope of credit risk
	20,919,742
	20,106,564
	20,513,153




[bookmark: _Toc319609468][bookmark: _Toc350181570]Overdue receivables
	April 1, 2016

	 
	
	including overdue debt
	Provision for possible losses

	 
	 
	
	including by delay
	
	

	 RUB million	
	 Amount
	 Total
	up to 
30 days
	from 31 to 
90 days
	from 91 to 
180 days
	Over
 180 days
	Est.
	Actual

	Loan debts 
	17,692,849
	934,014
	206,119
	105,595
	138,458
	483,842
	1,279,732
	1,092,635

	Credit facilities (loans) granted, deposits made
	17,118,432
	892,368
	204,394
	101,170
	133,069
	453,736
	1,235,112
	1,048,431

	Claims for rights (claims) acquired under transaction (assignment of claim)
	138,454
	9,041
	—
	2,137
	—
	6,905
	9,211
	9,167

	Receivables under transactions involving estrangement (acquisition) of financial assets with simultaneous allowance of a grace period (supply of financial assets) to thee counterparty
	26,801
	20,825
	744
	127
	4,573
	15,381
	20,296
	20,296

	Claims for return of cash funds granted for transactions settled with securities repayable without recognition of the securities received
	388,848
	—
	—
	—
	—
	—
	332
	120

	Amounts paid out by the lender to the beneficiary under bank guarantees but not recovered from the principal
	17,194
	11,121
	982
	2,161
	816
	7162
	14,195
	14,034

	Claims against payers under paid letters of credit
	2,733
	659
	—
	—
	—
	659
	506
	506

	Discounted promissory notes
	386
	—
	—
	—
	—
	—
	81
	81

	Securities
	343,621
	903
	—
	—
	903
	—
	7,049
	7,049

	Other receivables
	1,276,141
	42,253
	5,432
	4,066
	5,485
	27,270
	67,356
	65,211

	Noncore assets
	11,849
	—
	—
	—
	—
	—
	2,666
	2,666





	
January 1, 2016

	 
	
	including overdue debt
	Provision for possible losses

	 
	 
	
	including by delay
	
	

	 RUB million	
	 Amount
	 Total
	up to 
30 days
	from 31 to 
90 days
	from 91 to 
180 days
	Over
 180 days
	Est.
	Actual

	Loan debts 
	17,880,623
	871,424
	201,196
	115,784
	104,737
	449,706
	1,195,288
	1,010,819

	Credit facilities (loans) granted, deposits made
	17,404,557
	832,530
	196,180
	115,017
	97,840
	423,493
	1,152,215
	970,074

	Claims for rights (claims) acquired under transaction (assignment of claim)
	152,318
	7,367
	—
			—-
	937
	6,430
	7,883
	6,279

	Receivables under transactions involving estrangement (acquisition) of financial assets with simultaneous allowance of a grace period (supply of financial assets) to thee counterparty
	28,071
	21,891
	4,976
	11
	5,334
	11,570
	21,510
	21,413

	Claims for return of cash funds granted for transactions settled with securities repayable without recognition of the securities received
	277,106
	—
	—
	—
	—
	—
	478
	175

	Amounts paid out by the lender to the beneficiary under bank guarantees, but not recovered from the principal
	14,580
	8,069
	40
	756
	187
	7,086
	12,448
	12,124

	Claims against payers under paid letters of credit
	3,604
	1,567
	—
			—
	440
	1,127
	673
	673

	Discounted promissory notes
	386
	—
	—
	—
	—
	—
	81
	81

	Securities
	410,144
	—
	—
	—
	—
	—
	7,202
	7,202

	Other receivables
	1,460,839
	38,836
	4,996
	4,326
	6,511
	23,004
	59,033
	60,810

	Noncore assets
	7,504
	—
	—
	—
	—
	—
	1,411
	1,411



An asset is considered overdue in full in the event of breach of the payment terms set under the contract for at least one payment on the principal debt and/or interest. As of April 1, 2016, the percentage of overdue loans in proportion to total assets was 4.2% (3.8% as of January 1, 2016)
For loans classified into II–V quality categories, the Bank shall create a provision by taking into account the amount of collateral of I and II quality categories, the list of which is defined by Clauses 6.2 and 6.3 of Bank of Russia Regulation No. 254-P. The security shall be accounted for provision purposes only in the absence of the restrictions established by Clause 6.5 of the above document.
	RUB million
	

	
	April 1, 2016
	January 1, 2016

	Property accepted as collateral for invested funds, not including securities and precious metals
	 10 163 858 
	10 323 659

	Securities accepted as collateral for invested funds
	 3 834 433 
	3 611 993

	Securities received under the transactions settled on a repayable basis
	 451,417 
	325,020

	Total
	14 449 709
	14 260 673



Given that the collateral of I and II quality categories as of April 1, 2016, amounted to RUB 443 billion and RUB 3,831 billion, respectively. As of January 1, 2016, the collateral of I and II quality categories amounted to RUB 475 billion and RUB 4,010 billion, respectively.

Overdue loan debts broken down by client group are presented below.
	
	
	April 1, 2016
	
	
	

	RUB million
	Total
	up to 30 days
	from 31 to 90 days
	from 91 to 180 days
	over 180 days

	Legal entities
	585,358
	95,007
	64,432
	110,811
	315,109

	Individuals
	347,986
	110,443
	41,163
	27,647
	168,733

	Credit institutions
	669
	669
	—
	—
	—

	Total overdue debt
	934,014
	206,119
	105,595
	138,458
	483,842




	
	
	January 1, 2016
	
	
	

	RUB million
	Total
	up to 30 days
	from 31 to 90 days
	from 91 to 180 days
	over 180 days

	Legal entities
	567,974
	121,172
	80,158
	78,615
	288,030

	Individuals
	303,386
	79,961
	35,626
	26,123
	161,676

	Credit institutions
	64
	64
	—
	—
	—

	Total overdue debt
	871,424
	201,196
	115,784
	104,737
	449,706



[bookmark: OLE_LINK1][bookmark: OLE_LINK2][bookmark: _Toc318473284][bookmark: _Toc318831775][bookmark: _Toc319609469][bookmark: _Toc350181571]Restructured loans
As of April 1, 2016, the amount of restructured corporate loans amounts to RUB 2,997.1 billion, and their share in the balance-sheet assets is 13.4% (as of January 1, 2016, RUB 2,907.5 billion and 12.8%, respectively). Restructuring means such an alteration of the original material terms and conditions of the loan agreement made with the debtor for its benefit as is not provided for by the original material terms and conditions of the loan agreement.
As of April 1, 2016, the amount of restructured loans to individuals in the credit portfolio amounted to RUB 167.4 billion, and their share in assets was 0.7% (as of January 1, 2016, RUB 149,2 billion and 0.7%, respectively). The standard restructuring options provide for an increase in the period of using the loan, change in the loan repayment procedure, full or partial waiver of penalties, and change in the currency of the loan. 

[bookmark: _Toc318115337]Level of concentration of major credit risks
The Bank pays close attention to controlling the level of concentration of major credit risks. Pursuant to its internal regulatory documents, the Bank conducts daily monitoring of major credit risks and projection of compliance with the requirements imposed by Bank of Russia for the standards[footnoteRef:32] R6 (maximum exposure per borrower or group of affiliated borrowers) and R7 (limit on major credit risks). For these purposes, the List of Major and Related Borrowers of the Bank is maintained and monitored.  [32:  Bank of Russia Instruction No. 139-1 dated December 3, 2012, On Banks' Required Ratios in its current wording.] 

The share of loans of the 20 largest borrowers (groups of borrowers)[footnoteRef:33] in the first quarter of 2016 changed from 27.8% to 28.8% of the customer loan portfolio. The Bank's major borrowers come from various sectors of the economy; therefore, the credit risk is adequately diversified. [33:  This indicator is calculated as follows: loan debt of the 20 largest borrowing companies (groups of companies) refers to the remainder of the loan portfolio of legal entities and individuals; both the numerator and denominator include fixed-term, overdue debt, and cession agreements; the debt of the 20 largest companies includes the debt of Sberbank's subsidiaries, while the debt of banks is ignored.] 




On the fair value of sold or repledged collateral and on the liability of credit institutions to return it
During the settlement of uncollectible and overdue debts of legal entities and individuals, the Bank sells property previously placed on the Bank's books. Over the first quarter of 2016, the Bank sold property worth RUB 138 million, RUB 120 million in the first quarter of 2015. An overwhelming part of the sold property is formed by real estate items (apartments, land property, nonresidential facilities). 

On the assets used by the Bank as a security for fund raising
The volume of liquid assets accepted as collateral by Bank of Russia[footnoteRef:34], which were used by the Bank as a collateral to raise funds, as of April 1, 2016, amounted to RUB 0.5 trillion, as of January 1, 2016, RUB 0.5 trillion. These assets were used to raise funds under repo operations and to raise loans from Bank of Russia secured by credit claim rights for a period not exceeding 3 years and secured by bonds issued to finance investment projects for a period of more than 1 year. [34:  The Liquid assets here mean securities included in the Lombard List of the Bank of Russia, including those received by the Bank under reverse repo transactions, as well as the credit claim rights of the Bank included in the list of assets accepted by the Bank of Russia as collateral for loans (including the loans granted under the Bank of Russia Regulation No. 312-P, dated November 12, 2007 "On the procedure for the Bank of Russia's granting loans to credit institutions secured by assets or sureties") ] 


[bookmark: _Toc452372317][bookmark: _Toc382843780][bookmark: _Toc452570567]Assignment of Receivables to Mortgage Agents and Specialized Companies
In the course of settlement of receivables assignment transactions, the main objective is to raise liquidity. During the first quarter of 2016, Sberbank did not assign any receivables to mortgage agents and specialized companies. To raise liquidity in December 2014, Sberbank assigned to Mortgage Agent SB-2014 LLC its receivables with regard to a mortgage loan portfolio in the amount of RUB 10,429.2 million. Sberbank was the original creditor (originator) of assigned loans. When assigning its receivables, Sberbank retained the credit risk on mortgage loans:
It granted the loan that absorbs losses on mortgage loans as the loan obligations will be performed after satisfying the claims on bonds.
It bought the junior tranche of bonds issued by Mortgage Agent SB-2014 LLC.
It assumed the liability to redeem the defaulted mortgage loans at their nominal value. 
It assumed the liability to redeem the remaining loans when the nominal value of outstanding mortgage loans falls below a certain limit.
This transaction was performed without assigning a rating. Mortgage Agent SB-2014 LLC is not affiliated with Sberbank under Russian law. The table below provides information on the value of assets and liabilities arising for Savings Bank in connection with receivables assignment transactions.
	RUB million
	April 1, 2016
	Loan
	January 1, 2016
	Loan

	Bonds issued by Mortgage Agent SB-2014 LLC
	 1,111 
	100%
	 1,111 
	100%

	Loan granted to Mortgage Agent SB-2014 LLC
	 122 
	100%
	 139 
	100%

	Total
	1,233 
	100%
	1,250 
	100%


As of April 1, 2016, and January 1, 2016, no provision has been created for these assets.
Sberbank maintains records of claims assignment transactions in accordance with Bank of Russia Regulation No. 385-P On the Rules for Accounting at Credit Institutions Located within the Russian Federation. 
In the second quarter of 2016, the Bank does not plan to assign any claims to mortgage agents and specialized companies.
 
[bookmark: _Toc452372318][bookmark: _Toc452570568]Liquidity Risk
The purpose of liquidity risk management is unconditional assurance and timely fulfillment of all obligations to clients and contractors in compliance with Bank of Russia regulatory requirements for liquidity risk management in both normal and emergency business circumstances.
The liquidity risk means three types of risk:
Regulatory liquidity risk means violation of Bank of Russia limits on the obligatory liquidity ratios and other regulatory requirements and restrictions in terms of liquidity risk management and liquidity ratios established by Bank of Russia.
Physical liquidity risk means the inability of the Bank to fulfill its obligations to the counterparty in any currency due to physical shortage of funds (inability to make payments, issue credit, etc.).
•	Risk of concentration (in terms of liquidity risk)/structural liquidity risk means the possibility of significant deterioration in physical or regulatory liquidity as a result of imbalances in the structure of assets and liabilities, including a high dependence of the liabilities base on a single/multiple customers or sources of financing in a specific currency or for a specified period. 
The liquidity risk management goals are as follows:
Ensuring compliance with all regulatory requirements in the management and control of liquidity risk
Ensuring stable funding structure diversified by counterparty type, instrument, maturity, and currencies
Ensuring the ability to fund asset growth
Creating a system of rapid and adequate response aimed at preventing and/or eliminating the shortage/surplus of liquidity in every currency used in operations
Providing the Bank's Executives with complete and accurate information necessary for decision making in liquidity risk management
[bookmark: _Toc416431859]Supporting the Bank's business reputation 
Optimizing the structure of assets and liabilities to achieve the highest possible return while maintaining sufficient liquidity

Structure and organization of entities responsible for liquidity risk management
Authorization to manage liquidity risk is divided among the Supervisory Board, the Executive Board, GRC, ALMC, the Treasury, the Risks Unit, COGM, and IAO.
Within its authority, the Supervisory Board of Sberbank adopts decisions aimed at implementing measures to maintain liquidity.
The Executive Board of Sberbank approves the Liquidity Management Policy, Business Plan and Funding Plan; approves regulations on collective working bodies (ALMC, GRC) responsible for liquidity risk management.
The Group Risks Committee of Sberbank approves Risk Appetite (RA) in terms of liquidity risk; considers violations of limits set for RA; approves and submits for approval to the Executive Board the Liquidity Risk Management Policy of the Bank.
The Assets and Liabilities Management Committee (ALMC) of Sberbank exercises general control and supervision of liquidity risk management; adopts decisions on liquidity risk management in the framework of its authority; establishes and concatenates the limits restricting the level of liquidity risk with due consideration of the restrictions approved by the Risk Appetite of the Group and Sberbank.
The Treasury of Sberbank provides operational and strategic management of liquidity risk in the framework of its authority. The Treasury is empowered to:
define and implement the liquidity risk management policy of Sberbank;
assess and stress test the liquidity risk;
develop the Bank's methodological framework for liquidity risk management;
develop and coordinate implementation of the Funding Plan;
define the limits for funding the Group's members from Sberbank and the authority to adopt decisions on financing the members of the Group.
The Risks Unit carries out regular independent monitoring of compliance with established liquidity limits, validates the liquidity models, and escalates the violations of limits to ALMC and CRG.
The Global Markets Department (COGM) performs market transactions in accordance with the orders provided by the Treasury.
The Internal Audit Unit (IAU) independently assesses the performance efficiency of the liquidity risk management system, processes, and infrastructure.

[bookmark: _Toc402198943]Methods of measuring (assessing) the liquidity risk
The liquidity risk is assessed primarily through:
Calculation of risk metrics to monitor and measure the liquidity risk. Both metrics meeting the Bank's requirements and metrics controlled at the Bank's level shall be subject to calculation.
Forecasting the balance sheet ("top-down" approach) that allows the liquidity profile for future periods to be calculated through a simplified grouping of key balance sheet items. This approach is used in the process of Business Planning and when designing the Funding Plans.
Forecasting the balance sheet ("top-down" approach) allows the liquidity profile for future periods[footnoteRef:35] to be calculated based on a detailed forecast of the balance sheet in terms of products with behavioral adjustments factored in. This approach is used in the process of operational management of liquidity risk. [35:  Current forecasting horizon is 6 months.] 

[bookmark: _Toc392007228]Scenario analysis identifies a potential liquidity shortage to cover potential demand for liquidity under the influence of different risk factors
Stress testing determines the liquidity buffer the Bank needs to sustain its operations in a market crisis, a name crisis, or both simultaneously. Breakdown of stress testing of the liquidity risk: rubles, foreign currency, and the full complement of all currencies. Stress testing of the liquidity risk shall be performed for balance-sheet and off-balance sheet assets and liabilities of the Bank. During the stress testing, the Bank shall analyze expected future payment flows and revaluate the liquidity buffer following the stress scenario implementation.
To improve the quality of the liquidity risk assessment results, behavioral adjustment models shall be developed and implemented to consider the impact of customer behavior on cash flows.

The system of indicators characterizing the exposure of Sberbank to liquidity risk.
For the purpose of limiting Bank exposure to risks, there is a system of indicators characterizing the level of risk the Bank is ready to bear. 
To comply with all limitations established within the Risk Appetite framework, the Bank uses a system of alert limits and an extended set of indicators set by the Asset and Liability Committee or Treasury of Sberbank.
As of April 1, 2016, the Bank complies in excess of the limit with the maximum values of required liquidity ratios established by Bank of Russia and with the internal limits for liquidity risk metrics.

Compliance with liquidity requirements
	Liquidity
requirements
	Limit
set by Bank of Russia
	Cap
established
by Sberbank
	Limit as of
the reporting date, %

	
	
	
	April 1, 2016
	January 1, 2016

	N2
	more than 15%
	20%
	104.5%
	116.4%

	N3
	over 50%
	55%
	153.1%
	154.4%

	N4
	less than 120%
	115%
	66.7%
	65.5%

	Bank's LDR [footnoteRef:36] [36:  The ratio of customers' loans (net) to deposits calculated on the basis of the Internal Balance-Sheet Items Aggregation Methodology.] 

	—
	Less than 109%
	88.6%
	



[bookmark: _Toc402198944]Liquidity risk management tools
Within the Group members, the liquidity risk is managed by each Sberbank Group member individually on the basis of unified standards, funding and resources allocation rules, limitations and authorizations approved by decisions of collective bodies of the Sberbank and taking into consideration each Group member's characteristics and local regulators' requirements.
[bookmark: _Toc402198945]The liquidity risk management is carried out primarily by using the following tools:
Business planning and preparing the Funding Plan
System of limits and trigger limits on risk metrics restricting the liquidity risk
Product pricing
Transfer pricing
Motivation system
Agreeing the terms of new products
Agreeing major transactions
Maintaining the liquidity buffer
Preparing a plan of measures to restore financial stability in the liquidity crisis
The Bank takes into account the state of liquidity in the course of management of its balance structure through the accounting of liquidity risk in product pricing, motivation system, and in development of new products and settlement of major deals of fund raising/investment.
When several financing instruments with similar characteristics as regards the time of raising, amount of raising, time for arrangement are available, the preference shall be given to the instrument of the lowest value (with due regard to concentration risk control and raising opportunity).
The resources are used in the order of their ascending price (from "cheaper" to more "expensive") in the regular business environment. In the crisis situations, the priority characteristics for choosing the source of funding include maturity, amount, and time for the arrangement of financing.
Short description of liquidity risk management plans in case of emergency
The purpose of liquidity management in case of emergency is:
to support the Bank's ability to perform its obligations to clients and counterparties amid a liquidity crisis;
to support performance of payment system functions (as the infrastructure of the financial market); 
to restore the Bank's financial stability;
to mitigate negative impacts of a liquidity crisis on the financial status and business reputation of the Bank and the Group.
Liquidity management at the Bank during a liquidity crisis shall be based on the following principles:
Prompt decision making
A priority of ensuring the Bank's solvency
An agreed-on uniform communication strategy
The liquidity risk management plan is intended to ensure prompt decision making on liquidity control through delegation of responsibility and action among the entities involved, outline the decision-making procedure, and confirm potential emergency actions for liquidity support.
The likelihood of a liquidity crisis shall be determined through regular monitoring and analysis of the current liquidity situation, including stress testing of the liquidity profile during regular stress testing in the Group and special stress testing of liquidity risk/scenario analysis performed by the Treasury. 

Providing information on liquidity risk
[bookmark: _Toc390968943][bookmark: _Toc392007299]Information on the Bank's liquidity ratios shall be submitted in full and in due course to Sberbank's management and shall be published on the Bank's management information system (MIS).
Information on the state of liquidity shall be disclosed publicly in accordance with the procedure established by law and in accordance with the International Financial Reporting Standards. The disclosed information is in line with current approaches to liquidity risk management.

Analysis of the Bank's assets and liabilities broken down by maturity
Securities carried at fair value through profit or loss and the most liquid share of securities available for sale are considered liquid assets as they can easily be converted into cash within a short period of time. Such assets are placed in the table below in the category "On demand and less than 1 month." Assets with overdue repayment periods are categorized as "nonidentified" in terms of actually overdue payment.
The Bank's liquidity for assets and liabilities as of April 1, 2016, is presented below.



	RUB million
	on demand and less than 1 month
	 from 1 to 
 6 months
	from 6 months 
up to 1 year
	from 1 year 
to 3 years
	over 
3 years
	no stated maturity
	total

	ASSETS
	
	
	
	
	
	
	

	Cash
	441,130
	—
	—
	—
	—
	—
	441,130

	Due of credit institutions held with the Central Bank of the Russian Federation
	733,054
	27,570
	31,839
	16,368
	6,693
	—
	815,524

	including obligatory reserves
	47,739
	27,570
	31,839
	16,368
	6,693
	—
	130,209

	Funds held by credit institutions
	310,176
	—
	—
	—
	—
	—
	310,176

	Financial Assets Carried at Fair Value through Profit or Loss
	68,899
	96,285
	54,451
	73,368
	39,859
	—
	332,862

	Loan debt before provisions for possible losses
	1,613,090
	1,716,166
	1,856,603
	5,298,422
	6,655,033
	553,535
	17,692,849

	Net investments in securities and other financial assets available for sale
	1,889,219
	—
	—
	—
	—
	584,039
	2,473,258

	including investments in subsidiaries and dependent entities
	—
	—
	—
	—
	—
	584,039
	584,039

	Net Investments in Securities Held to Maturity
	—
	23,798
	2,611
	199,802
	191,392
	—
	417,603

	Current tax receivables
	—
	—
	—
	12,784
	—
	—
	12,784

	Fixed assets, intangible assets, and inventories
	—
	—
	—
	—
	—
	498,855
	498,855

	Long-term assets available for sale
	—
	—
	8,890
	—
	—
	—
	8,890

	Other Assets
	225,870
	13,836
	21,135
	40,855
	47,128
	109,121
	457,945

	Total assets
	5,281,438
	1,877,655
	1,975,529
	5,641,599
	6,940,105
	1,745,550
	23,461,876

	LIABILITIES
	
	
	
	
	
	
	

	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	0
	4,553
	227,134
	57,962
	500,000
	—
	789,649

	Funds of Credit Institutions
	229,966
	57,767
	53,989
	49,805
	18,429
	—
	409,956

	Funds from Customers Other than Credit Institutions
	6,518,508
	3,540,713
	4,216,902
	2,226,508
	910,298
	—
	17,412,929

	including due to individuals
	2,373,223
	2,533,426
	3,329,717
	1,384,425
	194,493
	—
	9,815,284

	Financial liabilities carried at fair value through profit or loss
	21,316
	41,217
	39,435
	37,211
	42,413
	—
	181,592

	Debt securities in issue
	120,144
	293,181
	210,727
	49,717
	20,469
	—
	694,238

	Deferred tax liability
	—
	—
	—
	—
	—
	93,348
	93,348

	Other Liabilities
	280,820
	14,744
	8,040
	356
	3,209
	—
	307,169

	Total liabilities
	7,170,754
	3,952,175
	4,756,227
	2,421,559
	1,494,819
	93,348
	19,888,881

	Net liquidity gap
	-1,889,316
	-2,074,520
	-2,780,698
	3,220,040
	5,445,287
	1,652,202
	3,572,995

	Aggregate liquidity gap
	-1,889,316
	-3,963,836
	-6,744,534
	-3,524,494
	1,920,793
	3,572,99
	5 





The level of liquidity for the assets and liabilities of the Bank as of January 1, 2016 is presented below.
	RUB million
	on demand and less than 1 month
	 from 1 to 
 6 months
	from 6 months 
up to 1 year
	from 1 year 
to 3 years
	over 
3 years
	no stated maturity
	total

	ASSETS
	
	
	
	
	
	
	

	Cash and cash equivalents
	732,790
	—
	—
	—
	—
	—
	732,790

	Due of credit institutions held with the Central Bank of the Russian Federation
	513,604
	31,158
	20,092
	14,695
	7,136
	—
	586,685

	including obligatory reserves
	45,282
	31,158
	20,092
	14,695
	7,136
	—
	118,363

	Funds held by credit institutions
	355,985
	—
	—
	—
	—
	—
	355,985

	Financial Assets Carried at Fair Value through Profit or Loss
	77,265
	48,632
	150,518
	84,830
	44,733
	—
	405,978

	Loan debt before provisions for possible losses
	1,669,910
	1,723,484
	2,091,521
	5,508,682
	6,341,211
	545,815
	17,880,623

	Net investments in securities and other financial assets available for sale
	1,779,625
	—
	—
	—
	—
	536,732
	2,316,357

	including investments in subsidiaries and dependent entities
	—
	—
	—
	—
	—
	536,732
	536,732

	Net Investments in Securities Held to Maturity
	—
	8,324
	21,050
	192,695
	214,403
	—
	436,472

	Current tax receivables
	—
	—
	—
	19,774
	—
	—
	19,774

	Fixed assets, intangible assets, and inventories
	—
	—
	—
	—
	—
	467,474
	467,474

	Long-term assets available for sale
	—
	—
	9,881
	—
	—
	—
	9,881

	Other Assets
	376,458
	16,976
	14,967
	37,729
	39,053
	20,533
	505,716

	Total assets
	5,505,637
	1,828,574
	2,308,029
	5,858,405
	6,646,536
	1,570,554
	23,717,735

	LIABILITIES
	 
	 
	 
	 
	 
	 
	 

	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	0
	3,858
	3,117
	262,014
	500,000
	—
	768,989

	Due to credit institutions
	359,992
	113,824
	59,296
	61,815
	23,437
	—
	618,364

	Due to customers other than credit institutions
	6,915,294
	4,537,041
	2,938,836
	2,244,211
	1,087,041
	—
	17,722,423

	including due to individuals
	3,026,901
	3,491,483
	2,265,144
	1,241,635
	196,122
	—
	10,221,285

	Financial liabilities carried at fair value through profit or loss
	11,005
	57,564
	61,109
	48,776
	49,713
	—
	228,167

	Debt securities in issue
	112,685
	298,717
	179,399
	36,424
	20,469
	—
	647,694

	Current tax liabilities
	—
	—
	—
	5,404
	—
	—
	5,404

	Deferred tax liability
	—
	—
	—
	—
	—
	93,348
	93,348

	Other Liabilities
	235,896
	12,812
	5,035
	56
	9
	2,759
	256,567

	Total liabilities
	7,634,872
	5,023,816
	3,246,792
	2,658,700
	1,680,669
	96,107
	20,340,956

	Net liquidity gap
	-2,129,235
	-3,195,242
	-938,763
	3,199,705
	4,965,867
	1,474,447
	3,376,779

	Aggregate liquidity gap
	-2,129,235
	-5,324,477
	-6,263,240
	-3,063,535
	1,902,332
	3,376,779
	 




 
Current accounts of clients other than credit institutions, including private on-demand deposits, are included in the "on-demand and under 1 month" category. At the same time, diversification of funds due to customers by number and type of depositors and the Bank's experience show that such accounts and deposits are a long-term and stable source of financing. Therefore, the cash outflow expected by the Bank within one month of the reporting date is much less than the amount indicated in the table above. This expectation is based on statistical data accumulated during the previous periods and on the assumptions on the stable balance amounts on the clients' current accounts.
The reduction in liquidity gaps in periods of up to 6 months combined with an extension of the time period from 6 months to 1 year is stipulated in the actions the Bank takes to prolong liabilities due to individuals.

[bookmark: _Toc452372319][bookmark: _Toc452570569]Country Risk
Transfer risk is a risk of losses due to the inability of the counterparties of a specific country (except sovereign counterparties) to fulfill their obligations in a currency that differs from the currency of the counterparty's country for reasons other than standard risks (for reasons that depend on the government of the country, not the counterparty).
Risk of national economies is the risk of losses due to the inability or unwillingness of a sovereign counterparty of a specific country and the impossibility of other counterparties of this country to fulfill their obligations in the national currency for reasons that differ from standard risks (for reasons that depend on the government of the country, not the counterparty).
To limit and manage the risks accepted by the Group in respect of certain countries, the Bank has developed a system of country risk limits.[footnoteRef:37] These limits restrict the total concentration of transactions with counterparties from a given country, including sovereign borrowers/issuers and public authorities. [37:  Country Risk Limit Establishment Methodology No. 2224-3 dated October 15, 2013.] 

Transfer risk is assessed and capitalized within the Bank's Internal Capital Adequacy Assessment Process, thus ensuring that sufficient financial resources are available to the Bank to cover possible losses in the realization of this risk.[footnoteRef:38] [38:  Methodology for Calculating Economic Capital to Cover Losses on Transfer Risk No. 2563 dated June 29, 2012.] 



Country concentration of the Bank’s assets and liabilities
	RUB million
	
	
	April 1, 2016
	
	

	
	Russia
	CIS
	Countries from the "Group of Developed Countries"[footnoteRef:39] [39:  The countries of the "Group of Developed Countries" include: Australia, the Republic of Austria, the Grand Duchy of Luxembourg, the Hellenic Republic, Ireland, the Italian Republic, Canada, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of Spain, the Kingdom of the Netherlands, the Kingdom of Norway, the Kingdom of Sweden, New Zealand, the Portuguese Republic, the United Kingdom of Great Britain and Northern Ireland, the United States of America, the Federal Republic of Germany, the Republic of Finland, the French Republic, the Swiss Confederation, and Japan.] 

	Other 
Countries
	Total

	Assets
	
	
	
	
	

	1 Cash
	441,130
	—
	—
	—
	441,130

	2 Mandatory cash balances held with the Central Bank of the Russian Federation
	815,524
	—
	—
	—
	815,524

	3 Funds held with the credit institutions
	15,368
	165
	288,882
	5,761
	310,176

	4 Financial assets carried at fair value through profit or loss
	150,088
	17,122
	43,054
	122,598
	332,862

	5 Net loan debts
	14,113,646
	328,138
	1,395,713
	762,716
	16,600,213

	6 Net investments in securities and other financial assets available for sale
	1,883,777
	54,825
	187,894
	346,762
	2,473,258

	7 Net investments in securities held until redemption
	393,377
	4,735
	19,491
	—
	417,603

	8 Current profit tax claims
	12,784
	—
	—
	—
	12,784

	9 Deferred tax asset
	—
	—
	—
	—
	—

	10 Fixed assets, intangible assets, and inventories
	498,845
	—
	—
	10
	498,855

	11 Long-term assets available for sale
	8,890
	—
	—
			—
	8,890

	12 Other assets
	416,660
	3,461
	9,098
	28,726
	457,945

	13 Total assets
	18,750,089
	408,446
	1,944,132
	1,266,573
	22,369,241

	Liabilities
	
	
	
	
	

	14 Loans, deposits, and other funds of the Central Bank of the Russian Federation
	789,649
	—
	—
	—
	789,649

	15 Due to credit institutions
	220,217
	17,373
	110,146
	62,220
	409,956

	16 Due to customers other than credit institutions
	16,220,087
	42,972
	973,675
	176,195
	17,412,929

	17 Financial liabilities carried at fair value through profit or loss
	74,359
	7
	49,923
	57,303
	181,592

	18 Issued debt liabilities
	694,238
	—
	—
	—
	694,238

	19 Current profit tax liability
			—
	—
	—
	—
			—

	20 Deferred tax liability
	93,348
	—
	—
	—
	93,348

	21 Other liabilities
	274,505
	366
	11,533
	20,765
	307,169

	22 Provisions for possible losses from credit contingencies, other losses, and transactions with offshore residents
	33,985
	261
	0
	361
	34,608

	23 Total liabilities
	18,400,388
	60,979
	1,145,277
	316,845
	19,923,490

	Net position
	349,701
	347,467
	798,855
	949,728
	2,445,751







	RUB million
	
	
	January 1, 2016
	
	

	
	Russia
	CIS
	Countries from the "Group of Developed Countries"[footnoteRef:40] [40:  The countries of the "Group of Developed Countries" include: Australia, the Republic of Austria, the Grand Duchy of Luxembourg, the Hellenic Republic, Ireland, the Italian Republic, Canada, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of Spain, the Kingdom of the Netherlands, the Kingdom of Norway, the Kingdom of Sweden, New Zealand, the Portuguese Republic, the United Kingdom of Great Britain and Northern Ireland, the United States of America, the Federal Republic of Germany, the Republic of Finland, the French Republic, the Swiss Confederation, and Japan.] 

	Other 
Countries
	Total

	Assets
	
	
	
	
	

	1 Cash
	732,790
	—
	—
	—
	732,790

	2 Mandatory cash balances held with the Central Bank of the Russian Federation
	586,685
	—
	—
	—
	586,685

	3 Funds held with the credit institutions
	7,356
	514
	328,626
	19,489
	355,985

	4 Financial assets carried at fair value through profit or loss
	176,417
	19
	21,254
	208,288
	405,978

	5 Net loan debts
	14,169,959
	433,395
	1,601,808
	664,641
	16,869,803

	6 Net investments in securities and other financial assets available for sale
	1,774,655
	56,010
	155,698
	329,994
	2,316,357

	7 Net investments in securities held until redemption
	410,977
	5,119
	20,376
	
	436,472

	8 Current profit tax claims
	19,774
	—
	—
	—
	19,774

	9 Deferred tax asset
	—
	—
	—
	—
	—

	10 Fixed assets, intangible assets, and inventories
	467,463
	—
	—
	11
	467,474

	11 Long-term assets available for sale
	9,881
	—
	—
	—
	9,881

	12 Other assets
	468,151
	2,435
	9,603
	25,527
	505,716

	13 Total assets
	18,824,108
	497,492
	2,137,365
	1,247,950
	22,706,916

	Liabilities
	
	
	
	
	

	14 Loans, deposits, and other funds of the Central Bank of the Russian Federation
	768,989
	—
	—
	—
	768,989

	15 Due to credit institutions
	393,702
	20,091
	144,112
	60,459
	618,364

	16 Due to customers other than credit institutions
	16,434,972
	45,480
	1,060,079
	181,892
	17,722,423

	17 Financial liabilities carried at fair value through profit or loss
	103,528
	—
	59,819
	64,820
	228,167

	18 Issued debt liabilities
	647,694
	—
	—
	—
	647,694

	19 Current profit tax liability
	5,404
	—
	—
	—
	5,404

	20 Deferred tax liability
	93,348
	—
	—
	—
	93,348

	21 Other liabilities
	215,849
	381
	22,007
	18,331
	256,567

	22 Provisions for possible losses from credit contingencies, other losses, and transactions with offshore residents
	36,366
	1,070
	0
	369
	37,805

	23 Total liabilities
	18,699,852
	67,022
	1,286,017
	325,871
	20,378,763

	Net position
	124,256
	430,470
	851,348
	922,079
	2,328,153





[bookmark: _Toc382843781][bookmark: _Toc452372320][bookmark: _Toc452570570]Financial Market Risks
This category includes the following types of risks:
Interest risk for the debt securities portfolio of the trade book is the risk arising as a result of adverse changes in market rates.
Stock risk of the trade book is the risk arising as a result of adverse changes in equity security quotations.
Currency risk of the trade book is the risk arising as a result of adverse changes in foreign exchange rates and precious metals prices.
The commodity risk of the trading book is risk arising from adverse changes in commodity prices.
Market credit spread risk is a risk of losses due to unfavorable changes in the market prices of financial instruments, whose current fair value depends on the market appraisal of credit quality of a debt security issuer/transaction party (of a related name)[footnoteRef:41] with the deterioration of credit quality of the issuer/contractor, including their default. [41:  The instrument profitability component reflecting the credit risk level of the issuer/counterparty.] 

Volatility risk is a risk of losses or reduction of profit associated with changes of financial instrument base asset price volatility.
Market risk management in the Group is performed on a portfolio basis. Market risk limits for separate portfolios are the main tool for market risk management. The limits are divided by methods of risk assessment into the following categories: positioning limits, including limits of sensitivity to risk factors (gross and net); limits of losses; stress test limits; other limits. The calculation method for the market risk metrics is described in the Calculation Method of Market Risk Metrics of the Group.
	Control over the assessment of financial tools within the risk management process is described in the Regulation for Independent Price Verification in Sberbank Group. The Bank regularly verifies market data and the parameters of the models used to assess a fair value and risk magnitude for the positions to control the quality of positions assessment.
The level of trading position risks is estimated by the Bank based on the VaR (Value-at-Risk) model using the historical simulation method with a confidence probability of 10% at a 10-day horizon, with mark-ups factored in for the inherent risk related to change in the prices for individual instruments due other than to a change in the overall market situation.










Market risk[footnoteRef:42] [42:  Calculated based on the Bank's total position on financial instruments, including the Bank Book position, as well as on the Bank's total open currency position.
] 

	
	Risk level
RUB billion
	
	Risk level 
% of capital

	Risk type
	April 1, 2016
	January 1, 2016
	
	April 1, 2016
	January 1, 2016

	Market Risk 
	104.6
	96.6
	
	3.8%
	3.5%

	On portfolio of debt securities
	90.0
	83.5
	
	3.3%
	3.1%

	Stock Market Risk
	0.0
	0.0
	
	0.0%
	0.0%

	Currency Risk
	15.1
	13.2
	
	0.6%
	0.5%

	commodity risk
	0.0
	0.1
	
	0.0%
	0.0%

	Effect from diversification of investments
	-0.5
	-0.1
	
	0.0%
	0.0%



The increase in market risk as of April 1, 2016, compared to January 1, 2016, results from an increase in volatility caused by a shift of historical volatility window used in modelling possible scenarios of how the value of the instruments in a portfolio may change. According to the procedure for market risk level assessment, such scenarios are modeled using a historical window corresponding to a two-year period prior to the date of calculation.
The absence of stock market risk is caused by the liquidation of stock positions in the trading book held on the balance sheet of Sberbank in accordance with the decision to approve the stock portfolio management strategy.
[bookmark: _Toc452372321][bookmark: _Toc452570571]
 Interest Rate and Currency Risks of the Bank Book
Interest rate and currency risks of the banking book are the risks of the Bank incurring financial losses under the bank book positions due to a negative change in interest rates, foreign currency exchange rates, and prices for precious metals. 
The main objectives of managing these types of risk are:
Minimizing potential losses from a realization of interest rate and currency risks
Compliance with regulators’ requirements
Risk-return optimization

Interest rate risk of the banking book
Definition and sources of risk. The Bank assumes the interest rate risk associated with the effects of fluctuations in the market interest rates on the cash flows. Interest rate risk of the banking book includes:
The interest rate risk arising due to maturity mismatches (repricing of interest rates) of assets and liabilities that are sensitive to changes in interest rates, when shifting in parallel, changing the slope and shape of the yield curve 
The basis risk arising from a mismatch in the degree of change in interest rates of assets and liabilities that are sensitive to changes in interest rates with similar maturity (interest rate repricing period) 
Prepayment (interest rate revision) risk regarding assets and liabilities that are sensitive to interest rate changes

Interest Risk Management. In 2015, the Group mitigated ruble interest rate risk by implementing a series of counter-recessionary measures established by the Bank. From 2016, as part of its interest risk management, the Bank shall establish a target position for ruble interest risk compliance; to reach this target, indicators have been established related to the monitoring of the volumes and maturity structure of products, which is subject to regular discussion by the Assets and Liabilities Management Committee.
Interest rate risk assessment. To measure interest rate risk, a standardized shock is used in accordance with the recommendations of the Basel Committee. Forecasting of possible changes in interest rates is carried out separately with respect to the ruble position and is aggregated by the currency position. Interest rate shock is calculated as the 1% and 99% quantiles of the distribution of the average interest rate change obtained by the method of historical simulations according to data for at least 5 years prior. As a base interest rate for the assessment of ruble interest rate shock, an indicative rate of ruble interest rate swaps for a period of 2 years (RUB IRS 2Y) is used, so is the LIBOR 3M for the currency position. 
The table below shows the impact of the growth and decline in interest rates on the Bank's earnings before tax for a 1-year horizon as of April 1, 2016, compared to April 1, 2015.[footnoteRef:43] [43:  The data on the interest risk of the banking book in rubles is given for Sberbank.
] 





	
	Decline in interest rates
	
	Growth of interest rates

	
	April 1, 1
	April 1, 1
	
	April 1, 2016
	April 1, 2015

	RUB
	
	
	
	
	

	Change in interest rates, b.p.
	-390
	-514
	
	710
	935

	Change in profit before tax, RUB million
	88,194
	171,615
	
	-160,608
	-311,995

	EUR
	
	
	
	
	

	Change in interest rates, b.p.
	-161
	-1
	
	108
	7

	Change in profit before tax, RUB million
	-3,198
	-18
	
	2,674
	102

	USD and other currencies
	
	
	
	
	

	Change in interest rates, b.p.
	-37
	-16
	
	130
	59

	Change in profit before tax, RUB million
	-3,198
	-1,288
	
	12,316
	4,153



The change in the bank book's interest rate risk in Russian rubles as of April 1, 2016, relative to April 1, 2015, was mainly attributable to:
Decline in short-term borrowing from the Central Bank by RUB 1.6 trillion
Reduction of the term of corporate loans
Increase in the term structure of corporate funds
Decline in volatility of interest rates in rubles
The change in the bank book's interest rate risk in other foreign currencies as of April 1, 2016, relative to April 1, 2015, was largely driven by the following factors:
A $4 billion increase in corporate loans
A $4.2 billion rise in the portfolio of securities available for sale
A $3.6 billion drop in the funds of the banks
Currency risk of the banking book
The Bank is exposed to currency risk due to the availability of open currency positions (OCP). The main sources of banking book OCPs are: lending and raising funds in foreign currency and income earned in foreign currencies. Currency risk is realized due to unfavorable changes in exchange rates.
The Bank undertakes daily aggregation of the Bank's OCP and manages the open currency position in the banking book to reduce the currency risk. The Bank uses spot settlement exchange transactions, forward contracts, and USD futures contracts traded on MICEX as the main instruments for risk management.
The OCP cumulative value regarding the banking and trading book[footnoteRef:44] [44:  The table cumulatively provides the 3 biggest OCP values regarding the banking and trading book as calculated in accordance with Bank of Russia Instruction No. 124-I.] 

	
	
	April 1, 1
	
	January 1, 1

	Currency
	
	USD
	CHF
	EUR
	
	USD
	CHF
	EUR

	Amount of OCP, RUB million
	
	111,777
	9,763
	4,612
	
	73,190
	9,928
	11,175

	Amount of OCP, % of capital
	
	4.1
	0.4
	0.2
	
	2.8
	0.4
	0.4






[bookmark: _Toc452372322][bookmark: _Toc382843783][bookmark: _Toc452570572]Assets and Liabilities Broken down by Currencies 
Analysis of the Bank's assets and liabilities broken down by currencies as of April 1, 2016, is provided below.
	RUB million
	RUB
	USD
	EUR
	Other currencies
	Total

	Cash and cash equivalents
	352,947
	37,240
	24,802
	26,141
	441,130

	Due of credit institutions held with the Central Bank of the Russian Federation
	815,380
	68
	76
	—
	815,524

	Due from credit institutions before provisions
	7,645
	251,126
	28,864
	22,584
	310,219

	Provisions for possible losses
	 
	 
	 
	 
	-43

	Investments in securities carried at fair value through profit or loss
	10,779
	43,290
	664
	—
	54,733

	Loans receivable before provisions for possible losses
	11,976,175
	5,003,682
	525,135
	187,857
	17,692,849

	Provisions for possible losses
	 
	 
	 
	 
	-1,092,635

	Investments in securities and other financial assets available for sale before provisions for possible losses[footnoteRef:45] [45:  All investments in subsidiaries pertain to the "rubles" category because according to Regulation No. 385-P they are accounted in rubles at the official rate as of the date of their recognition in the books and are not subject to revaluation. ] 

	1,674,950
	693,148
	118,172
	1,466
	2,487,736

	Provisions for possible losses
	 
	 
	 
	 
	-14,895

	Investments in securities held to maturity before provisions for possible losses
	253,016
	164,266
	7,345
	—
	424,627

	Provisions for possible losses
	 
	 
	 
	 
	-7,024

	Current profit tax claims
	12,784
	—
	—
	—
	12,784

	Fixed assets, intangible assets, and inventories
	499,029
	—
	—
	—
	499,029

	Provisions for possible losses
	 
	 
	—
	—
	-174

	Long-term assets available for sale
	11,381
	—
	—
	—
	11,381

	Provisions for possible losses
	 
	 
	 
	 
	-2,144

	Other assets before provisions for possible losses
	401,484
	39,914
	64,742
	2,277
	508,417

	Provisions for possible losses
	 
	 
	 
	 
	-50,472

	Total assets before provisions for possible losses
	16,015,571
	6,232,733
	769,800
	240,326
	23,258,430

	Provisions for possible losses
	
	
	
	
	-1,167,318 

	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	789,649
	—
	—
	—
	789,649

	Funds of Credit Institutions
	130,720
	175,117
	85,237
	18,882
	409,956

	Customer deposits
	10,457,779
	5,550,547
	1,131,392
	273,211
	17,412,929

	Debt securities in issue
	652,987
	37,519
	3,732
	—
	694,238

	Deferred tax liability
	93,348
	—
	—
	—
	93,348

	Other Liabilities
	188,616
	111,587
	5,720
	1,247
	307,170

	Total liabilities
	12,313,100
	5,874,769
	1,226,081
	293,339
	19,707,290

	Provisions for possible losses from credit contingencies, other possible losses, and transactions with offshore residents
	
	
	
	
	34,608

	Net position as to DFI carried at fair value
	-300,263
	-144,054
	466,826
	74,028
	96,537



An analysis of the Bank's assets and liabilities broken down by currencies as of January 1, 2016, is provided below.
	RUB million
	RUB
	USD
	EUR
	Other currencies
	Total

	Cash and cash equivalents
	629,548
	52,736
	24,752
	25,754
	732,790

	Due of credit institutions held with the Central Bank of the Russian Federation
	586,533
	73
	80
			—
	586,685

	Due from credit institutions before provisions
	3,488
	280,791
	25,677
	46,035
	355,990

	Provisions for possible losses
	 
	 
	 
	 
	-6

	Investments in securities carried at fair value through profit or loss
	30,772
	24,657
	—
			—
	55,429

	Loans receivable before provisions for possible losses
	12,154,510
	4,957,919
	608,218
	159,976
	17,880,623

	Provisions for possible losses
	 
	 
	 
	 
	-1,010,821

	Investments in securities and other financial assets available for sale before provisions for possible losses
	1,523,675
	691,574
	114,451
	1,551
	2,331,252

	Provisions for possible losses
	 
	 
	 
	 
	-14,895

	Investments in securities held to maturity before provisions for possible losses
	259,249
	176,760
	7,640
	—
	443,649

	Provisions for possible losses
	 
	 
	 
	 
	-7,177

	Current profit tax claims
	19,774
	—
	—
	—
	19,774

	Fixed assets, intangible assets, and inventories
	467,615
	—
	—
	—
	467,615

	Provisions for possible losses
	 
	 
	—
	—
	-141

	Long-term assets available for sale
	11,151
	—
	—
	—
	11,151

	Provisions for possible losses
	
	
	
	
	-1,270

	Other assets before provisions for possible losses
	435,547
	47,649
	66,018
	2,193
	551,407

	Provisions for possible losses
	 
	 
	 
	 
	-45,651

	Total assets before provisions for possible losses
	16,121,862
	6,232,160
	846,836
	235,508
	23,436,366

	Provisions for possible losses
	
	
	
	
	-1,080,000 

	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	768,989
	—
	—
	—
	768,989

	Funds of credit institutions
	323,780
	180,546
	93,920
	20,118
	618,364

	Customer deposits
	10,542,187
	5,670,214
	1,215,969
	294,053
	17,722,423

	Issued debt securities
	610,390
	33,391
	3,913
	—
	647,694

	Current profit tax liability
	5,404
	—
	—
	—
	5,404

	Deferred tax liability
	93,348
	—
	—
	—
	93,348

	Other Liabilities
	146,885
	104,585
	4,397
	700
	256,567

	Total liabilities
	12,490,984
	5,988,736
	1,318,199
	314,870
	20,112,790

	Provisions for possible losses from credit-related commitments, other possible losses and transactions with offshore residents
	
	
	
	
	37,805

	Net position as to DFI carried at fair value
	-266,274
	-213,640
	508,943
	93,353
	122,381





[bookmark: _Toc452372323][bookmark: _Toc452570573]
Risk of Losses due to a Change of the Property Value
Risk of losses due to a change of immovable property value is a risk of losses due to unfavorable change of the cost of property owned by the Bank (for instance, own buildings or buildings obtained as part of bankruptcy proceedings).
The key risk metric characterizing the risk of loss due to a change of cost of the immovable property is economic capital. The main purpose of calculating the economic capital is to assess the potential amount of unexpected losses in the event of realization of a risk to define the proper level of available financial resources of the Bank to provide coverage with a defined reliability level (confidence coefficient) at a 1-year horizon.
	RUB billion
	April 1, 2016 
	January 1, 2016 

	Real estate portfolio volume
	359.9
	359.6

	 Growth rate of the real estate portfolio volume
	0.1%
	

	Nondiversified economic capital
	67.5
	67.5

	Diversified economic capital
	42.4
	41.1

	 Growth rate of the diversified economic capital
	3.1%
	

	 Share in the diversified economic capital
	2.2%
	1.9%



The weight of this type of risk in the general structure of the Bank's economic capital remains stably low. Economic capital growth is caused by the current market situation (the decline of prices for real estate).

[bookmark: _Toc359489924][bookmark: _Toc364687461][bookmark: _Toc366230383][bookmark: _Toc370819391][bookmark: _Toc452372324][bookmark: _Toc452570574] Legal Risk
Legal risk is the possibility of the Bank suffering financial losses, unplanned expenses or the possibility of a reduction in expected revenues as a result of: 
Inconsistency of the Bank/Group member's internal regulatory documents, organizational and administrative documents with the requirements of the legislature, statutory acts, and law enforcement practice
Failure to take into account (ignoring) judicial and law enforcement practice
Deficiencies of the legal system (contradictory laws, lack of legal norms on regulating certain issues arising in the activities of the Bank)
Legal errors made in carrying out activities (incorrect legal advice or improper preparing of contracts or the Bank's internal documents)
The purpose of legal risk management as a constituent part of the Group's integrated risk management system is to ensure sustainable development of the Bank and Group members in implementing the development strategy approved by the Supervisory Board and to ensure compliance with the requirements of the law and law enforcement practice.
The main factors/events that can reinforce the impact and scale of legal risk are:
Changes in legislation, requirements of regulatory authorities, judicial and law enforcement practice
Inconsistency of judicial and law enforcement practice, regulatory collisions
Complication of financial instruments and strategies and/or the mastering of new products and technologies

To support decision making and to respond in a timely manner to changes in the level of legal risk, the Group shall provide timely and standardized reporting of facts of disposal of losses (damages) related to the realization of legal risk, the current level of legal risk, the legal risk management level, and the current status of measures for minimizing legal risk.
The level of legal risk is compared with the data for previous reporting periods; when there are significant deviations, the reasons for the sharp increase or decrease in the corresponding figure are analyzed, and, if necessary, proposals for amending the banking processes are prepared.
[bookmark: _Toc452372325][bookmark: _Toc452570575]
Compliance Risk
Compliance risk means the risk of legal sanctions or sanctions of regulators, significant financial loss, or loss of reputation of the Bank or other Group member as a result of their noncompliance with laws, regulations, rules, standards of self-regulatory organizations, or codes of conduct and ethical norms of business.
The main directions of the activities of the Bank and the Group members in compliance risk management are:
Prevention of misuse of authority and corruption actions of employees of the Bank and Group members
Prevention and settlement of conflicts of interest arising in the course of performance by the Bank and Group members of their activities
Counteracting money laundering and financing of terrorism
Compliance with license requirements and other regulatory requirements related to financial markets
Providing for market conduct and fair competition when performing transactions on financial markets, prevention of unscrupulous business practices on financial markets (use of insider information, price manipulation, etc.)
Compliance with economic sanctions and restrictions established by the Russian Federation as well as international organizations and certain countries
Protection of the rights of clients, including as regards investment activities
In furtherance of the above areas, the Bank has developed and approved internal regulatory documents and introduced review procedures. Compliance control is organized systematically, involving all employees of the Bank and participants of the Group, and it is performed continuously. 


 
[bookmark: _Toc452372326][bookmark: _Toc452570576]Regulatory Risk
Regulatory risk means the risk of negative financial and other consequences arising for the Bank and Group if a competent authority exercises its right to develop a statutory regulation with the possibility of its adoption.
To create an effective process for managing regulatory risk, the Bank has adopted internal regulations governing this process and provided for the minimization of regulatory risk with respect to the key draft regulations of the Bank. 
As part of the process of managing the regulatory risk, the Bank has regulated the activity of its officials and subdivisions with respect to prevention and reduction of the possibility of a regulatory risk. The Bank has organized a process of internal interaction at the time of preparing the proposals to create a comfortable legal environment for conducting business with the Bank and to minimize consequences of a regulatory risk revealed.
The Bank has a collegial advisory body—that is, a Working Group on improvement of legislative control and creation of a favorable legal environment to provide for implementation of the Development Strategy. A consolidated position of the Bank with respect to the regulatory initiatives and draft laws bearing regulatory risks is elaborated in the Working Group.
In the first quarter of 2016, the Bank was consolidating its position for key regulatory directions in accordance with the plan of regulatory initiatives.




[bookmark: _Toc452372327][bookmark: _Toc452570577]Tax Risk 
Tax risk is the uncertainty as to achievement of business goals as a result of the influence of factors associated with the taxation process, which may appear as financial losses or any other adverse effects.
Sberbank Group's objective in tax risk management is to limit negative consequences (fiscal, reputational, financial, etc.) and ensure that members of the Group achieve their business goals in compliance with the requirements of tax legislation. 
Since 2014, the unified tax risk management system has been in place at the Bank. This system includes six successive processes implemented by the members in accordance with the approved allocation of functions and authority: 
Identification occurs within the internal tax control framework (including in the course of preliminary tax examination, current control and subsequent inspections) as well as analysis of external factors affecting the Bank's activities.
Assessment takes place based on analysis of quantitative and qualitative parameters constituting tax risk as outlined in the Bank's internal regulatory documents.
Selection of the method of tax risk management is subject to the acceptability of tax risk and assessment of potential losses inherent in each of the possible methods of tax risk management entailing an active effect on the parameters of tax risk with the aim of reducing it. Such methods, in particular, include:
Creation of methodological positions
Structuring of transactions
Payment of tax under the most conservative option
Refusal from an operation that is a source of unacceptable tax risk
Using the system of decision-making authority
Automation of tax processes
Monitoring tax legislation and law enforcement practice
Participation in law-making activities
Monitoring of tax risks involves regular updating of information on previously identified tax risks and tracking of the status of tax risk management measures throughout its whole lifecycle. 
Aggregation of information and control over the aggregate risk level.
Control over the efficiency of the system is ensured by the Internal Audit Service and involves the inspection of the efficiency of the methodology and procedures of tax risk management established by the Bank's internal regulatory documents and the application of such documents. 
Applying this approach will allow for the systematization of information about expected and actual tax risks and evaluation of the expediency of qualifying the tax risk with regard to risk appetite and demand for the capital on an individual basis.


[bookmark: _Toc452372328][bookmark: _Toc452570578]Operational Risk

Operational risk is the risk of losses for the Bank arising as a result of errors in the organization of the Bank's processes, employee error or misuse by third parties, failures in operation of information systems, and due to external events. 
As part of managing operational risks, the Bank has introduced processes for collecting internal data on operational risk, self-assessment, and scenario analysis incidents. To monitor the level of operational risk, the Bank uses a system of reports for the management and the collegial bodies involved in risk management processes. Operational risk reporting is drawn up on a daily, monthly, and quarterly basis.
Data related to risk assessment and incurred losses helps identify risk concentration zones for further development of measures to mitigate the Bank's operational risks. The implemented risk mitigation measures are systemic and focused on the improvement of existing processes and transaction technologies (the risk of employee errors while making transactions has been mitigated, and a number of risks related to credit card issuing, overdraft card issuing, and incorrect currency rates in the Bank's systems has been ruled out). The Bank regularly monitors the status of its measures and residual risks, both from business units and operational risk subdivisions to executives and collegial bodies of the Bank's management and Group members. The Bank is improving its awareness of risks, and the nondisclosure of completed incidents has reduced by almost three times. 
The amount of damage from serious incidents of operational risk is regularly allocated among the Bank's subdivisions. Information on the damage is considered a part of the key performance indicators (KPI) of the members of the Executive Board, curators of the functional units of the Central Administrative Office, and the chairpersons of regional banks. In addition, the Bank maintains a rating of the internal structural business units according to the level of the operational risks to minimize risks.
Upon determining the requirements to the capital as regards the operational risk, the Bank uses the approach described in Bank of Russia Regulation 346-P.
The table below provides information on the amount of income for the purpose of calculating capital to cover operational risk.
	 RUB million
	April 1, 2016
	January 1, 2016

	Net interest income
	822,442 
	822,442 

	Net noninterest income
	267,175 
	267,175 

	Income for the purpose of calculating capital to cover operational risk
	1,089,617 
	1,089,617 





[bookmark: _Toc382843784][bookmark: _Toc452372329][bookmark: _Toc452570579]Strategic Risk
Strategic risk is the risk of the Group incurring losses in more than 1 year's time as a result of errors made at the time decisions were made that determine the development strategy. The errors may involve insufficient consideration of a potential hazard for the Group's activity, incorrect identification of promising lines of business where the Group could achieve a competitive position, or incomplete provision of the resources and administrative decisions that should enable the achievement of the strategic goals.
Business risk is defined as the risk of losses that may be incurred by the Group in up to 1 year's time due to changes in the external environment, including changes in the Group's earning capacity, for example, because of a drop in sales or increased operating expenses.
In November 2013, a Sberbank Development Strategy was approved for the period of up to 2018[footnoteRef:46]. While developing the Strategy, possible scenarios for the development of the macroeconomic situation were analyzed, and a number of forecast scenarios for development of the Russian economy was elaborated, with the conditions for transition between them defined.  [46:  Hereinafter referred to in this section as the "Strategy". ] 

The Strategy landmarks are based on an in-depth study of socioeconomic and technological trends in Russia and worldwide, an analysis of the attractiveness of certain business areas, and an evaluation of compliance of the Bank's system with world standards.
Operationalization of the Strategy's objectives, analysis of the "gaps" between the current and target state, implementation of the initiatives related to their elimination, and clarification of the tasks in the short term take place in each cycle of business planning implemented on the basis of a three-year rolling planning with annual updating. When developing a business plan, Sberbank pays special attention to the analysis of the Strategy implementation, to ensuring the attainment of the strategic objectives of the Group. 
Though the current forecasts for Russia's economic development and banking sector development have worsened compared to the scenario considered during the development of the strategy, fundamental global process trends and expectations toward clients' preferences did not suffer any significant changes. That means the main qualitative transformations set out in Sberbank's strategy remain relevant and do not need to be revised.
In the current economic conditions, Sberbank identifies the following main factors that may impact on the implementation of the Strategy.

	Factors
	Possible impact on Sberbank 
	Minimization measures

	State of the global economy and geopolitical risks

	· The Group's financial result may differ from the strategic plans

	· Updating the forecasts for the development of economy and banking markets as well as the triggers for the transition between scenarios
· Clarification of the initiatives aimed at eliminating "gaps" between the current situation and the Strategy objectives


	Slowdown of key banking markets and deterioration of asset quality in the banking markets
	· Reduced performance of the Group's business
· Increasing "bad" debt of the Group, reduced profitability
	· Recalendarization of a number of the initiatives in pursuit of the most urgent tasks aimed at providing for the Bank's activities during the crisis period (risk management, working with troubled assets, and development of Big Data)



Despite the complicated external conditions, the main qualitative KPIs set out in the Strategy are maintained. Implementation of the Strategy is supported by the organized processes of strategic and business planning, project activity management, and the executives' performance efficiency management system based on the above.
The range of key programs and projects implemented with a view of meeting the objectives of the Strategy is still considered up-to-date. In the new economic conditions, Sberbank sees additional opportunities for successfully implementing the strategy by strengthening the process component of a number of key initiatives:
Strengthening the positions in the Russian market, increase in the level of customer trust and loyalty (through the knowledge about customers and feedback)
Higher rates of restructuring of the sales system and management system with lower risks associated with scaling of transformations (individual price formation)
Maintaining the potential for implementing strategic development projects at a time when competitors face problems with even supporting the current parameters of business
Strengthening of technological leadership and improvement of reliability and availability of services for customers by accelerating market launch of new products and the system-based introduction of Big Data technologies
Radical increase in the level of operating efficiency in each area of the Bank's operations through a more efficient cost management, risk and return ratio, and reduced level of operational risk
Further modernization of the Group's management systems, qualitative improvement in managing services, processes, and projects based on a customer-centric approach, and ensuring cross-functional interaction
Creation of a single integrated management information system allowing identifying and predicting the appearance of gaps and "bottlenecks" to ensure a preventive response to opportunities and deviations
Developing and training the team: creation of new skills, development of competences, and introduction of a new corporate culture
The Group will also accomplish its strategic goals through changes aimed at building a modern governance structure and model and developing its corporate culture and HR.
On a regular basis, the Group and Group members evaluate the results of implementing the Development Strategy and attaining the business plan target indicators. The analysis of deviations between actual and target indicators, the forecast of the strategy and business plan fulfillment subject to newly discovered circumstances form, among other things, the basis for decisions on adjusting the strategy or business plan, making it possible to reduce the potentially adverse effect from strategic and business risks.


[bookmark: _Toc395196119][bookmark: _Toc452372330][bookmark: _Toc452570580]Model Risk
Model risk arises from uncertainty/errors in models (including risk measurement, appraisal of the cost of securities and financial instruments, liquidity assessment), including the risk of model parameters changing over time.
The aim of assessing the level of model risk is to identify the models that need to be reworked. Once identified, the model is reworked and validated again.
The risk level indicators system depends on the type of risk and is described in separate methodologies.
Based on the three-month results in 2016, 36 models were validated, 18 of which needed to be refined.

[bookmark: _Toc452372331][bookmark: _Toc452570581]Risk of Investment in Equity Securities Not Included in the Trading Portfolio

Participation of the Bank in legal entities pursues the following objectives:
Supporting the leading position of the Bank Group in the market of banking and financial services
Increasing the market value (capitalization) and competitiveness of the Bank
Earning income by the Bank from participation in legal entities
Resolving socially significant tasks faced by the Bank
As of April 1, 2016, the amount of equity securities portfolio net of provisions not included in the trading portfolio is RUB 608,674 million.
 
	 RUB million
	April 1, 2016
	January 1, 2016

	Investment made for the purpose of control or significant influence on the activity
	584,068
	536,761

	Investments in shares
	415,004
	377,782

	Investments in interest in the authorized capital
	193,670
	180,734

	Total
	608,674
	558,515





The table below shows the financial results under the operations with such securities.

	 RUB million
	The first quarter of 2016
	The first quarter of 2015[footnoteRef:47] [47:  No data audit has been performed for the first quarter of 2015.] 


	Profit (loss) from sale
	—
	-3,534

	Recovery (creation) of provisions for possible losses
	418
	-7,158

	Income (dividends) received
	226
	35

	Total income realized
	644
	-10,415

	Unrealized revaluation 
	2,788
	-5,315



The table below shows the capitalization requirements for investments in equity securities combined with a reflection of the gradual exclusion of Bank equity (capital) from the calculation as of April 1, 2016.
	RUB million
	Amount of investment[footnoteRef:48] [48:  In accordance with Regulation 395-P, the amount of investment includes contributions to the authorized capitals of subsidiaries before registration, which are accounted in other assets. ] 

	Deduction from the calculation of capital
	Accounting of deductions, % of the amount included in the calculation of equity

	Financial institutions
	 
	 
	 

	Core capital (major)
	222,387
	133,432
	60

	Additional paid-in capital (major)
	389,781
	155,912
	40

	Additional capital (major)
	8
	5
	60



Data as of January 1, 2016
	RUB million
	Amount of investment[footnoteRef:49] [49:  In accordance with Regulation 395-P, the amount of investment includes contributions to the authorized capitals of subsidiaries before registration, which are accounted in other assets. ] 

	Deduction from the calculation of capital
	Accounting of deductions, % of the amount included in the calculation of equity

	Financial institutions
	 
	 
	 

	Core capital (major)
	152,164
	60,866
	40

	Additional paid-in capital (major)
	355,228
	213,137
	60

	Additional capital (major)
	8
	3
	40


[bookmark: _Toc452372332][bookmark: _Toc452570582]
Information on Transactions with Parties Related to the Bank 
The Bank conducted related-party transactions on terms and conditions similar to those applied to operations (transactions) with other counterparties. Parties are considered to be related if one of them has the ability to control the other party, is under common control, or may exercise a significant influence over the other party in making financial or operational decisions. 
Information is disclosed below about balances on significant transactions with related parties, which include transactions with the Bank of Russia (the main shareholder of Sberbank), subsidiaries and other related parties.
	 
	April 1, 2016
	January 1, 2016

	RUB million
	Bank of Russia
	Other related parties
	Bank of Russia
	Other related parties

	Assets
	
	
	
	

	Required reserves on accounts with the 
Bank of Russia
	130,209
	—
	118,363
	—

	Funds in the Bank of Russia
	685,315
	—
	468,322
	—

	Due from other banks
	— 
	484,220
	— 
	559,455

	Provisions for impairment of loans to banks
	 — 
	-37,091
	 — 
	-29,676

	Investments in securities, including:
	 — 
	584,039
	 — 
	532,179

	available for sale
	—
	598,491
	—
	543,462

	provisions for possible losses on securities
	—
	-14,870
	—
	-11,284

	Loans and advances to customers before impairment provision, including:
	 —
	361,463
	 —
	410,486

	Provision for loan debt impairment
	 — 
	-24,308
	 — 
	-24,281

	Liabilities
	
	
	
	

	Due to other banks
	289,649
	10,037
	268,989
	8,070

	Due to individuals
	—
	7,326
	—
	7,879

	Corporate deposits
	—
	210,277
	—
	113,537

	Subordinated loans raised
	500,000
	— 
	500,000
	— 

	Off-balance
	
	
	
	

	Received guarantees
	—
	4,767
	—
	92,224

	Guarantees provided
	—
	76,530
	—
	80,454

	Property accepted as collateral
	—
	18,212
	—
	29,963

	Securities accepted as collateral
	—
	—
	—
	2,492



The Bank had no material settlement commitments with related parties as of April 1, 2016, and January 1, 2016. 
The information concerning material incomes and expenses over the operations with related parties is disclosed below.
	 
	The first quarter of 2016
	The first quarter of 2015[footnoteRef:50] [50:  No data audit has been performed for the first quarter of 2015.] 


	RUB million
	Bank of Russia
	Other related parties
	Bank of Russia
	Other related parties

	Interest income
	102
	15,665
	86
	16,919

	Interest costs on subordinated loan
	-8,081
	— 
	-8,014
	— 

	Interest costs, except interest costs on subordinated loan
	-7,703
	-1,288
	-79,430
	-2,430

	Other incomes, less expenses
	-263
	-13,566
	-23
	-17,989

	Operating Expenses
	-14
	-92
	-120
	-75



Over the first quarters of the year 2015 and 2016, the Bank did not write off significant amounts of uncollectible receivables from transactions with related parties.
In accordance with the legislative requirements of the Russian Federation, interested party transactions[footnoteRef:51], including transactions with related parties, are conducted according to a special procedure and are subject to approval before they are conducted by an authorized body of the Bank's Executive Board (the Supervisory Board and, in some cases, the General Meeting of Shareholders). In 2014, such transactions were approved by the Bank's Supervisory Board. [51:  Federal Law No. 208-FZ On Joint-Stock Companies.] 

To reveal signs of interest, preliminary analysis of interest is performed concerning the members of executive bodies involved in the decision-making process. Interested parties are removed from discussing the transaction and from decision making on such a transaction. 
Approval of transactions involving a personal stake is subject to preliminary review by the Bank's joint oversight bodies (Committees) or Executive Board that initially approve the deal main conditions and decide whether to submit deals for subsequent approval by the Supervisory Board and, in cases stipulated by the legislation of the Russian Federation, by the General Shareholders' Meeting.
On a daily basis, the Bank enters into transactions with government agencies of the Russian Federation and companies controlled or significantly influenced by the government. The Bank provides government agencies and state-controlled companies with a full range of banking services, including (but not limited to) provision of loans and acceptance of deposits, issue of guarantees, securities sale/purchase transactions, and cash management services. These transactions are performed by the Bank on market conditions; the transactions with government agencies and state-controlled companies, though, constitute a small portion of all the Bank's transactions.

The table below provides the balances under material operations with state agencies and state-controlled companies.
	April 1, 2016

	Customer
	Sector of the economy
	Net loans receivable
	Due to customers/Due to banks
	Guarantees in issue

	Customer 1
	Oil and gas industry
	244,954
	256,384
	8,352

	Customer 2
	Energy
	173,334
	278,920
	22,889

	Customer 3
	Oil and gas industry
	58,438
	247,096
	5,229

	Customer 4
	Machinery
	196,058
	74,620
	18,201

	Customer 5
	Machinery
	146,995
	63,947
	60,624

	Customer 6
	Oil and gas industry
	—
	227,389
	—

	Customer 7
	Machinery
	83,739
	118,989
	22,745

	Customer 8
	State and municipal agencies
	13,850
	183,153
	—

	Customer 9
	Machinery
	41,647
	58,624
	82,660

	Customer 10
	Energy
	152,907
	27,176
	—

	Customer 11
	Machinery
	94,074
	38,022
	2,908

	Customer 12
	Machinery
	2,195
	20,792
	85,151

	Customer 13
	Energy
	63,251
	22,084
	0

	Customer 14
	Transport, aviation and space industry
	27,448
	18,424
	36,181

	Customer 15
	Telecommunications
	68,151
	2,126
	7,847

	Customer 16
	Others
	68,880
	4,461
	—

	Customer 17
	Machinery
	48,140
	17,882
	2,181

	Customer 18
	Machinery
	58,684
	294
	0

	Customer 19
	State and municipal agencies
	49,610
	—
	—

	Customer 20
	State and municipal agencies
	45,883
	—
	—






	January 1, 2016

	Customer
	Sector of the economy
	Net loans receivable
	Due to customers/Due to banks
	Guarantees in issue

	Customer 1
	Oil and gas industry
	 241,511 
	 139,108 
	 11,130 

	Customer 2
	Energy
	 187,464 
	 303,611 
	 26,795 

	Customer 3
	Oil and gas industry
	 57,341 
	 331,808 
	 — 

	Customer 4
	Machinery
	 191,173 
	 107,522 
	 18,767 

	Customer 5
	Machinery
	 195,604 
	 95,406 
	 55,010 

	Customer 6
	Oil and gas industry
	–
	 189,473 
	 — 

	Customer 7
	Machinery
	 84,324 
	 84,344 
	 22,436 

	Customer 8
	State and municipal agencies
	 12,400
	 — 
	—

	Customer 9
	Machinery
	 40,470 
	 44,622 
	 94,687 

	Customer 10
	Energy
	 162,515 
	 40,164 
	 — 

	Customer 11
	Machinery
	 120,042 
	 35,752 
	 2,176 

	Customer 12
	Machinery
	 1,459 
	 24,620 
	 87,858 

	Customer 13
	Energy
	 66,752 
	 31,017 
	 — 

	Customer 14
	Transport, aviation and space industry
	 26,264 
	 21,420 
	 21,611 

	Customer 15
	Telecommunications
	 78,691 
	 804 
	 8,923 

	Customer 16
	Others
	 72,607 
	 3,526 
	 — 

	Customer 17
	Machinery
	 45,345 
	 15,451 
	 2,218 

	Customer 18
	Machinery
	 65,389 
	 221 
	 — 

	Customer 19
	State and municipal agencies
	 53,257 
	 — 
	—

	Customer 20
	State and municipal agencies
	 46,319 
	 — 
	—



In addition, as of April 1, 2016, the balances for transactions with governmental institutions and companies controlled by the Russian Federation include claims against the Deposit Insurance Agency worth RUB 89,261 million (RUB 73,212 as of January 1, 2016) that form the amount of loan receivable recognized as per calculations for operations for compensating deposits in banks whose licenses were revoked by Bank of Russia. These balances are included in other financial assets (see Note 5.8).


[bookmark: _Toc452372333][bookmark: _Toc452570583]Information on Remuneration System
[bookmark: _Toc452372334][bookmark: _Toc452570584]Remuneration System Management
Supervision of the Bank's remuneration system is assigned to the Supervisory Board of the Bank. The Supervisory Board of the Bank includes the HR and Remunerations Committee, whose terms of reference include the following issues:
- Studying the issues of the organization, monitoring, and exercising control over the remuneration system
- Helping recruit qualified specialists for the management of the Bank and creating the incentives they need to do their work successfully
- Strengthening the makeup of the staff and enhancing the efficiency of the Supervisory Board
- Preparing proposals for the formation of an effective remuneration system for the members of the Supervisory Board, executive bodies, and other employees of the Bank
A full list of topics falling under the terms of reference of the HR and Remunerations Committee is available on the Bank's official website.
Members of the HR and Remunerations Committee:
- Chairman: Georgy I. Luntovskiy
- Vladimir A. Mau
- Sergei G. Sinelnikov-Murylev
- Dmitry V. Tulin
During the first quarter of 2016, 3 meetings in praesentia of the HR and Remunerations Committee were held, in the first quarter of 2015, 1 meeting in praesentia.
Remuneration to the members of the HR and Remunerations Committee in the first quarter of 2016 and 2015 has not been paid (remuneration is paid on the basis of work results for the year, no quarterly payment is provided).
All the members of the HR and Remunerations Committee are qualified in personnel management and remuneration.
In their composition, monitoring, and control, the remuneration systems shall be based on the procedures aimed at preventing conflicts of interest. The Supervisory Board of the Bank pays close attention to shaping and applying best practices for rewarding all the Bank's employees.
Until the end of 2016, the labor remuneration system of the Bank is to undergo independent assessment with the provision of the report and recommendations on the assessment results to the HR and Remunerations Committee and to the Supervisory Board of the Bank.

[bookmark: _Toc452372335][bookmark: _Toc452570585]Remuneration System Principles and Elements
The remuneration system of the Bank is an important instrument aimed at achieving high performance results by the Bank in the short-term and long-term prospects on the basis of the effective risk management.
The Bank works hard to implement a fair and transparent remuneration system that:
rewards and encourages the employees for their work in accordance with their skills, efforts, and time spent; 
offers its employees a competitive remuneration at a level commensurable with the remuneration in the leading companies of the financial sector;
encourages each employee to achieve high performance results and improve their labor efficiency;
ensures that the amount of remuneration of the Bank employees corresponds to the nature and extent of their operations, results of their activity, level and combination of assumed risks.
In 2015, the Supervisory Board of the Bank approved the Remuneration Policy with the key principles of the remuneration system of the Bank:
The principle of integration in the personnel management policy
The principle of inner justice
The principle of external competitiveness
The principle of payment for work results
The principle of correspondence of the remuneration system to the nature and extent of operations performed by the Bank, results of its activity, level and combination of assumed risks
Apart from the Remuneration Policy, the Supervisory Board approves and, when necessary, revises the HR Policy and the Regulation on the Long-Term Remuneration Program for the Bank employees. Internal regulations were approved in the fourth quarter of 2015 and were not revised in the first quarter of 2016.
The remuneration policy applies to the employees of all the structural units and branches of the Bank located in the Russian Federation. The remuneration policy for other entities of the Group, including their branches, representative offices, and subsidiary banks in the territory of foreign states, is generally built in accordance with the above principles.
The Supervisory Board approved the list of key risk-assuming employees and ordered the Board of the Bank to approve the criteria for the identification of positions of risk-assuming employees. The list of key risk-assuming employees include CEO, Chairman of the Board, members of the Board, and Senior Vice Presidents – Heads of Units (total amount, 19 heads). The criteria for the identification of positions of risk-assuming employees are being negotiated at the moment. For the risk-assuming employees a part of the total variable remuneration based on the work results for the reporting year shall be deferred for the three years with the adjustment possibility (up to full cancellation) upon occurrence of risks on the decisions adopted earlier. The amount of long-term remuneration directly depends on the cost of Bank's ordinary shares, which reflects the relation between the employees' remuneration and long-term interest of the shareholders and clients. The procedure for adjusting remuneration subject to the realized risks is under way and will be submitted for approval to the Supervisory Board in the third quarter of 2016.
To successfully implement the Group's/Bank's Strategy with a view to increasing the focus on resolving the most important tasks, the Bank applies its performance management system. Bank's performance management is performed with the help of the system of goals comprising both the key performance indicators (KPI) and the priority projects of executives (PPE).
The goals are set at all the management levels and include strategic aspects (financial efficiency, external and internal clients, improvement of processes, team, and culture). In 2016, goal setting was performed in the context of RUN (current operational activity) and CHANGE (designed activity and KPI of process changes). 
For top management, the indicators of the Group, including subsidiaries, affiliates, and subsidiary banks, shall apply. The indicators are then cascaded with due regard to the specifics of each functional line.
The system of goals covers all the functional blocks, in some blocks (e.g., retail, corporate business) cascading of goals is done to the individual level—that is, to each particular employee. Assessment of goal achievement and feedback on the results thereof shall be done on a quarterly basis and based on the annual work results. Following the assessment results and the results of the adjustment of the Strategy, business plan as well as following the approval/adjustment of the portfolio of programs and projects outside the Bank programs, opening/amending the Articles of Association, program/Project Data Sheet, the goals shall be adjusted, if necessary.
For the purpose of ensuring the independence of the payroll of the units engaged in internal control and risk management from the financial result of the units (bodies) making decisions on the settlement of banking operations and other transactions, key performance indicators of these units have been generated with no reference to the result of business lines and depend on the quantitative and qualitative performance indicators of the units conducting internal control and risk management.

[bookmark: _Toc452372336][bookmark: _Toc452570586]Information on the Remuneration Paid to Board Members and Other Risk-Assuming Employees
This report contains information for the first quarter of 2016 and for the similar period (first quarter) of 2015 on the members of the Board and other risk-assuming employees according to the list of employees approved on November 18, 2015, No. 4055 in HR Policy in the Field of Remuneration and Qualification Requirements to Key Employees of Sberbank of Russia[footnoteRef:52].  [52:  Earlier, the Explanatory Information to the Accounting (Financial) Statements used the term "key managerial staff" that included a wider list of positions, namely: chief accountant of the Bank and their deputies; members of the auditing commission; heads of the control and internal audit service and unit; chairmen and chief accountants of territorial banks, amounting to about 70 persons in total.] 

The total amount of remuneration paid to the Board members and other risk-assuming employees for the first quarter of 2016 (including fixed and nonfixed payments) was RUB 375.2 million.[footnoteRef:53] The total amount of remuneration for the first quarter of 2015 was RUB 223.6 million; furthermore, the increase in the amount of remuneration by 167.8% does not exceed the increase by 193.3% in the financial result (net profit) of the Group: RUB 103.1 billion, for the first quarter of 2016, RUB 53.4 billion, for the first quarter of 2015. The share of remuneration of the Board members and other risk-assuming employees in the amount of the financial result of the Group declined to 0.36% in the first quarter of 2016 compared to 0.42% in the first quarter of 2015. [53:  Not including bonuses for the results of 2015 that are partially paid in 2016.] 

A fixed part of remuneration: salary, additional payments and compensatory and incentive increments, as established by current legislation and internal regulations of the Bank, as well as annual paid leave, paid sick leave, average salary for the time of stay in business trips, and assistance paid according to the situation. Does not include noncash benefits and insurance fees to the funds.
A nonfixed part of remuneration: bonuses, remuneration for the annual work results, one-time incentive, long-term remuneration (paid in cash). 
No guaranteed bonuses and employment incentives have been paid as they are not provided for by the remuneration system of the Bank.
No dismissal allowances were paid in the first quarter of 2016 and the first quarter of 2015.
In the first quarter of 2016, the Bank paid a part of long-term remuneration to the employees for quitting the program due to valid reasons in the form of cash bonuses amounting to RUB 96.4 million. In the first quarter of 2016 and 2015, no long-term remuneration was paid to other risk-assuming employees, and there was no payment default or deduction of deferred remuneration as a result of adjustments. 


[bookmark: _Toc452372337][bookmark: _Toc452570587]Information on the Bank's Business Segments
For the purpose of management, the Bank is divided into operating segments—Central Head Office and 16 regional banks—that are defined on the basis of the Bank's organizational structure and geographic locations. Banking operations are the principal type of activity in all operating segments. For the purpose of presentation in these statements, the operating segments are aggregated in the following reporting segments:
Moscow, including:
Central Head Office of the Group
Regional Bank of Moscow
Central and Northern Regions of the European part of Russia, including:
Severna Regional Bank – Yaroslavl
Severo-Zapadny Regional Bank – Saint Petersburg
Tsentralno-Chernozemny Regional Bank – Voronezh
Srednerussky Regional Bank – Moscow
Volga Region and South of European part of Russia, including
Volgo-Vyatsky Regional Bank – Nizhny Novgorod
Povolzhsky Regional Bank – Samara
Severo-Kavkazsky Regional Bank – Stavropol
Yugo-Zapadny Regional Bank – Rostov-on-Don
Urals, Siberia, and Far East of Russia, including:
Zapadno-Uralsky Regional Bank – Perm
Uralsky Regional Bank – Yekaterinburg
Sibirsky Regional Bank – Novosibirsk
Zapadno-Sibirsky Regional Bank – Tyumen
Dalnevostochny Regional Bank – Khabarovsk
Vostochno-Sibirsky Regional Bank – Krasnoyarsk
Baikalsky Regional Bank – Irkutsk
Other countries, including:
Branch located in India

The Bank's executives analyze the operating results of every segment of activity to make decisions on allocating resources and to assess their performance. The segments' reporting and performance results provided to the management for analysis are compiled in accordance with Russian accounting standards. 
Intersegment operations are performed on the basis of internal transfer pricing rates established, approved, and regularly revised by the Bank's management.
The table below contains the information on allocation of the Bank's assets and liabilities broken down by segments as of April 1, 2016.


	
	RUB million
	Moscow
	Central
 and Northern
 regions
 of the European
 part of Russia
	Povolzhye and 
South
 of the European
 part of Russia
	Urals, Siberia,
 and Far
 East
 of Russia
	Other countries
	Total

	I
	ASSETS
	
	
	
	
	
	

	1
	Cash
	117,344
	104,441
	95,065
	124,279
	1
	441,130

	2
	Funds of credit institutions held with the Central Bank of the Russian Federation
	811,874
	382
	74
	3,195
	—
	815,524

	2.1
	Required provisions
	130,209
	—
	—
	—
	—
	130,209

	3
	Funds held by credit institutions
	309,724
	1
	—
	83
	369
	310,176

	4
	Financial assets carried at fair value through profit or loss
	332,862
	—
	—
	—
	—
	332,862

	5
	Net loans receivable
	8,143,275
	2,778,812
	2,329,653
	3,345,220
	3,253
	16,600,213

	6
	Net investments in securities and other financial assets available for sale
	2,472,874
	—
	—
	—
	383
	2,473,258

	6.1
	Investments in subsidiaries and dependent entities
	584,039
	—
	—
	—
	—
	584,039

	7
	Net investments in securities held to maturity
	417,603
	—
	—
	—
	—
	417,603

	8
	Current profit tax claims
	12,774
	3
	2
	5
	—
	12,784

	9
	Deferred tax asset
	—
	—
	—
	—
	—
	—

	10
	Fixed assets, intangible assets, and inventories
	169,924
	98,482
	95,155
	135,285
	10
	498,855

	11
	Long-term assets available for sale
	7,127
	520
	404
	839
	—
	8,890

	12
	Other assets
	308,792
	69,336
	23,299
	56,394
	124
	457,945

	 
	Inter-branch settlements
	3,967,609
	1,209,090
	315,869
	295,708
	—
	5,788,276

	13
	Total assets
	13,104,174
	3,051,976
	2,543,651
	3,665,299
	4,140
	22,369,241

	II
	LIABILITIES
	
	
	
	
	
	

	14
	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	789,649
	—
	—
	—
	—
	789,649

	15
	Due to credit institutions
	380,490
	7,382
	9,895
	12,189
	1
	409,956

	16
	Due to customers other than credit institutions
	7,815,275
	3,747,612
	2,527,971
	3,321,379
	693
	17,412,929

	16.1
	Due to individuals
	2,896,443
	2,729,237
	1,907,333
	2,282,257
	13
	9,815,284

	17
	Financial liabilities carried at fair value through profit or loss
	181,592
	—
	—
	—
	—
	181,592

	18
	Debt securities in issue
	146,744
	198,866
	122,410
	226,218
	—
	694,238

	19
	Current profit tax liability
	—
	—
	—
	—
	—
	—

	20
	Deferred tax liability
	93,348
	—
	—
	—
	—
	93,348

	21
	Other liabilities
	199,869
	38,267
	27,402
	41,553
	79
	307,170

	 
	Inter-branch settlements
	5,723,010
	—
	—
	61,882
	3,384
	5,788,276

	22
	Provisions for possible losses from credit-related commitments, other possible losses and transactions with offshore residents
	14,632
	6,996
	5,429
	7,547
	4
	34,608

	23
	Total liabilities
	9,621,600
	3,999,122
	2,693,106
	3,608,886
	776
	19,923,490






The table below contains information on the allocation of the Bank's assets and liabilities broken down by segments as of January 1, 2016.
	
	RUB million
	Moscow
	Central
 and Northern
 regions
 of the European
 part of Russia
	Povolzhye and 
South
 of the European
 part of Russia
	Urals, Siberia,
 and Far
 East
 of Russia
	Other countries
	Total

	I
	ASSETS
	
	
	
	
	
	

	1
	Cash
	163,245
	186,358
	171,400
	211,785
	2
	732,790

	2
	Funds of credit institutions held with the Central Bank of the Russian Federation
	583,780
	88
	280
	2,537
			—
	586,685

	2.1
	Obligatory reserves
	118,363
	—
	—
	—
	—
	118,363

	3
	Funds held by credit institutions
	355,758
	1
	—
	124
	103
	355,985

	4
	Financial assets carried at fair value through profit or loss
	405,978
	—
	—
	—
	—
	405,978

	5
	Net loans receivable
	8,141,210
	2,865,967
	2,390,102
	3,469,086
	3,438
	16,869,803

	6
	Net investments in securities and other financial assets available for sale
	2,315,954
	—
	—
	—
	403
	2,316,357

	6.1
	Investments in subsidiaries and dependent entities
	536,732
	—
	—
	—
	—
	536,732

	7
	Net investments in securities held to maturity
	436,472
	—
	—
	—
	—
	436,472

	8
	Current profit tax claims
	19,760
	5
	4
	5
	—
	19,774

	9
	Deferred tax asset
	—
	—
	—
	—
	—
	—

	10
	Fixed assets, intangible assets, and inventories
	153,280
	93,274
	89,638
	131,271
	11
	467,474

	11
	Long-term assets available for sale
	8,106
	542
	391
	841
	—
	9,881

	12
	Other assets
	274,809
	93,691
	70,425
	66,742
	49
	505,716

	 
	Interbranch settlements
	3,286,374
	1,144,448
	266,496
	287,410
	—
	4,984,728

	13
	Total assets
	12,858,353
	3,239,926
	2,722,241
	3,882,391
	4,006
	22,706,916

	II
	LIABILITIES
	
	
	
	
	
	

	14
	Loans, deposits, and other funds of the Central Bank of the Russian Federation
	768,989
	—
	—
	—
	—
	768,989

	15
	Due to credit institutions
	576,742
	8,954
	13,899
	17,671
	1,098
	618,364

	16
	Due to customers other than credit institutions
	7,832,036
	3,847,806
	2,584,462
	3,457,358
	761
	17,722,423

	16.1
	Due to individuals
	3,102,363
	2,808,355
	1,970,153
	2,340,402
	12
	10,221,285

	17
	Financial liabilities carried at fair value through profit or loss
	228,167
	—
	—
	—
	—
	228,167

	18
	Debt securities in issue
	138,401
	184,005
	114,716
	210,572
			—
	647,694

	19
	Current profit tax liability
	5,404
	—
	—
	—
	—
	5,404

	20
	Deferred tax liability
	93,348
	—
	—
	—
	—
	93,348

	21
	Other liabilities
	180,458
	29,901
	18,749
	27,440
	19
	256,567

	 
	Inter-branch settlements
	4,888,174
	—
	37,027
	57,084
	2,443
	4,984,728

	22
	Provisions for possible losses from credit related commitments, other possible losses and transactions with offshore residents
	16,637
	8,574
	4,960
	7,634
	0
	37,805

	23
	Total liabilities
	9,840,184
	4,079,240
	2,736,786
	3,720,675
	1,878
	20,378,763





The table below provides the segment information regarding the allocation of the Bank's incomes and expenses for the first quarter of 2016.

	
	RUB million
	Moscow
	Central
 and Northern
 regions
 of the European
 part of Russia
	Povolzhye and 
South
 of the European
 part of Russia
	Urals, Siberia,
 and Far
 East
 of Russia
	Other countries
	Total

	1
	Total interest income, 
including: 
	224,588
	96,226
	84,022
	123,128
	104
	528,068

	1.1
	From funds deposited with credit institutions
	13,053
	423
	—
	0
	1
	13,477

	1.2
	From loans granted to customers other than credit institutions
	173,498
	95,803
	84,022
	123,128
	97
	476,548

	1.3
	From provision of services related to financial leasing (leasing)
	—
	—
	—
	—
	—
	—

	1.4
	From investments in securities
	38,036
	—
	—
	—
	7
	38,043

	2
	Total interest expenses, 
including: 
	115,221
	50,036
	32,714
	44,443
	36
	242,450

	2.1
	On deposits from credit institutions
	20,740
	160
	235
	250
	19
	21,404

	2.2
	On deposits from customers other than credit institutions
	91,507
	45,923
	29,933
	39,410
	17
	206,790

	2.3
	Debt securities in issue
	2,975
	3,953
	2,546
	4,783
	—
	14,256

	3
	Net interest income (negative interest margin)
	109,367
	46,191
	51,308
	78,685
	68
	285,619

	4
	Changes in the provisions for possible losses from loans, loan and equivalent debt, funds in:
	-55,208
	-14,870
	-5,766
	-15,121
	-121
	-91,878

	4.1
	Change in the provision for possible losses on interest income accrued
	-1,152
	-354
	-423
	-531
	-118
	-2,796

	5
	Net interest income (negative interest margin) less provisions for possible losses
	53,577
	31,448
	45,542
	63,228
	-53
	193,741

	6
	Net income from operations with financial assets carried at fair value through profit or loss
	-23,448
	—
	—
	—
	—
	-23,448

	7
	Net income from operations with financial liabilities carried at fair value through profit or loss
	—
	—
	—
	—
	—
	—

	8
	Net income from operations with securities available for sale
	537
	—
	—
	—
	—
	537

	9
	Net income from operations with securities held to maturity
	-0
	—
	—
	—
	—
	-0

	10
	Net income from foreign currency operations
	7,454
	1,330
	872
	1,352
	45
	11,052

	11
	Net income from revaluation of foreign currency
	-7,000
	-24
	-666
	-948
	15
	-8,624

	12
	Net income from operations with precious metals
	-2,260
	199
	185
	278
	—
	-1,971

	13
	Income from other equity participation
	225
	—
	—
	—
	—
	225

	14
	Fee and Commission income
	23,277
	15,802
	13,323
	23,048
	6
	75,456

	15
	Fee and commission expenses 
	8,450
	191
	100
	161
	0
	8,902

	16
	Changes in the provisions for possible losses from securities available for sale
	—
	—
	—
	—
	—
	—

	17
	Changes in the provisions for possible losses from securities held to maturity
	153
	—
	—
	—
	—
	153

	18
	Changes in the provisions for other losses
	344
	1,174
	-508
	-1,013
	—
	-3

	19
	Other operating income
	2,361
	1,342
	1,087
	2,013
	—
	6,802

	20
	Net income (expenses)
	46,677
	51,080
	59,735
	87,796
	12
	245,300

	21
	Operating expenses
	47,497
	29,163
	22,770
	30,946
	34
	130,410

	22
	Profit (loss) before taxation
	-820
	21,917
	36,964
	56,850
	-22
	114,890

	23
	Tax compensation (expenses)
	13,301
	397
	321
	427
	—
	14,446

	24
	Profit (loss) from continued activity
	-14,870
	21,517
	36,641
	56,424
	-22
	100,443

	25
	Profit (loss) from continued activity
	-4
	3
	2
	—
			—
	1

	26
	Profit (loss) for the reporting period
	-14,870
	21,520
	36,643
	56,424
	-22
	100,444


The table below provides the segment information regarding the allocation of the Bank's incomes and expenses for the first quarter of 2015.[footnoteRef:54] [54:  No data audit has been performed for the first quarter of 2015.] 

	
	RUB million
	Moscow
	Central
 and Northern
 regions
 of the European
 part of Russia
	Povolzhye and 
South
 of the European
 part of Russia
	Urals, Siberia,
 and Far
 East
 of Russia
	Other countries
	Total

	1
	Total interest income, 
including: 
	198,360
	89,481
	78,224
	116,853
	120
	483,038

	1.1
	From funds deposited with credit institutions
	11,882
	555
	70
	0
	1
	12,508

	1.2
	From loans granted to customers other than credit institutions
	153,042
	88,926
	78,154
	116,853
	111
	437,087

	1.3
	From provision of services related to financial leasing (leasing)
	—
	—
	—
	—
	—
	—

	1.4
	From investments in securities
	33,436
	—
	—
	—
	8
	33,444

	2
	Total interest expenses, 
including: 
	180,406
	53,454
	37,361
	49,783
	29
	321,034

	2.1
	On deposits from credit institutions
	71,647
	7,817
	7,379
	11,783
	19
	98,645

	2.2
	On deposits from customers other than credit institutions
	106,547
	41,562
	27,908
	34,144
	11
	210,172

	2.3
	Debt securities in issue
	2,212
	4,075
	2,074
	3,855
	—
	12,216

	3
	Net interest income (negative interest margin)
	17,954
	36,027
	40,864
	67,070
	90
	162,004

	4
	Changes in the provisions for possible losses from loans, loan and equivalent debt, funds in:
	13,546
	-16,856
	-10,415
	-42,661
	-23
	-56,896

	4.1
	Change in the provision for possible losses on interest income accrued
	-707
	-302
	-529
	-854
	-2
	-2,395

	5
	Net interest income (negative interest margin) less provisions for possible losses
	31,499
	19,171
	29,962
	24,410
	67
	105,109

	6
	Net income from operations with financial assets carried at fair value through profit or loss
	-84,676
	—
	—
	—
	—
	-84,862

	7
	Net income from operations with financial liabilities carried at fair value through profit or loss
	-388
	—
	—
	—
	—
	-388

	8
	Net income from operations with securities available for sale
	-2,260
	—
	—
	—
	0
	-2,743

	9
	Net income from operations with securities held to maturity
	—
	—
	—
	—
	—
	—

	10
	Net income from foreign currency operations
	32,585
	1,168
	1,499
	1,494
	-23
	36,722

	11
	Net income from revaluation of foreign currency
	54,203
	18
	3
	743
	18
	54,984

	12
	Net income from operations with precious metals
	-1,288
	456
	427
	503
	—
	-600

	13
	Income from other equity participation
	-707
	—
	—
	—
	—
	-707

	14
	Fee and Commission income
	19,138
	13,967
	11,222
	18,349
	4
	62,679

	15
	Fee and commission expenses 
	6,374
	215
	79
	136
	0
	6,804

	16
	Changes in the provisions for possible losses from securities available for sale
	-3
	—
	—
	—
	—
	-3

	17
	Changes in the provisions for possible losses from securities held to maturity
	-85
	—
	—
	—
	—
	-85

	18
	Changes in the provisions for other losses
	-9,822
	-1,693
	-938
	970
	0
	-11,484

	19
	Other operating income
	2,070
	1,653
	1,299
	1,655
	—
	6,678

	20
	Net income (expenses)
	32,873
	34,524
	43,394
	47,988
	65
	158,844

	21
	Operating Expenses
	40,454
	23,036
	20,620
	24,559
	32
	108,701

	22
	Profit (loss) before taxation
	-7,581
	11,489
	22,774
	23,428
	33
	50,143

	23
	Tax compensation (expenses)
	21,985
	866
	464
	509
	—
	23,823

	24
	Profit (loss) from continued activity
	-29,634
	10,577
	22,290
	22,890
	33
	26,156

	25
	Profit (loss) from continued activity
	68
	45
	21
	29
	—
	163

	26
	Profit (loss) for the reporting period
	-29,566
	10,623
	22,311
	22,920
	33
	26,320







In the first quarter of 2016 and the first quarter of 2015, there was no external customer or counterparty entering into transactions with proceeds exceeding 10% of the Bank's gross proceeds. 
Over the first quarter of the year 2016, there were no significant events having an impact on the Bank's financial position or performance to be disclosed in the explanatory information to the interim statements in accordance with applicable legislation of the Russian Federation.



































CEO,
Chairman of the Executive Board of Sberbank	H. Gref


Senior Managing Director,
Chief Accountant,
Director of the Accounting
and Reporting Department of Sberbank 	M. Yu. Lukyanova
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