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OPEN JOINT STOCK BANK fi UK R GAANSKBO

STATEMENT OF MANAGEMENT 6 S RESPORSHORITHE T I
PREPARATION AND APPROVAL OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

The following statement, which should be read in
responsibilites t at ed i n the i ndependeslB isanade withaviessfo r epor t
distinguish the respective responsibilities of management and those of the independent auditors in

relation to the financial st ®&8aekmeéents$hef iBpako)Joi

Management is responsible for the preparation of the financial statements that present faidgclzs
position of the Bank at 31 December 2008, stagementsf its operations, cash flows and chaniges
equity for theyearthene n d e d in accordance with I nternational

In preparing the financial statements, management is responsible for:

1  Selecting suitable accounting principles and applying them consistently;
1  Making judgments and estimatit are reasonable and prudent;

9  Stating whether IFRS have been followed, subject to any material depaitaiesed and
explained in thdéinancial statements; and

1  Preparing the financial statements on a going concern basis, unless it is inappropriate
to presume that the Bank will continue in business for the foreseeable future.

Management is also responsible for:

1  Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Bank;

1  Maintaining proper accoumtiy records that disclose, with reasonable accuracy at any time,
the financial position of the Bank, and whighable them to ensure that flrancial statements of
the Bank comply with IFRS;

1 Maintaining statutory accounting records in compliance witlslatjon andUkrainian
accounting standards;

9  Taking such steps as are reasonably available to them to safeguard the assets of the Bank; and
1  Detecting and preventing fraud, errors and other irregularities.

The financial statements for the year ended 31 December 2008 were authorized for issue on
10 July 2009 by the Board of Directors.

On behalf of the Boaird of Difectors:
7
WK /i

Egor Rusyn Natali{4 TInytska
A Chief Accountant

10 July 2009

Olcxsan?ir Sokolm 4
Tempo‘mry Aff nm{stm;tor

Ty —_.itj;‘“_-'.))

10 July 2009
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INDEPENDENT AUDITORS6 REPORT
To the Shareholds and théBoard of Director®d f Open Joi nt Stock Bank dAaUkr

Wehave audited the accompanying nanci al st atements of the O0OJSB
the balance sheet as at 31 December 28iBthestatements obperationschanges in edty and cash

flows for theyearthen endedand a summary of significant accounting policies ahdroéxplanatory

notes to thesBnancial statements.

Ma n a g e mespangibgity for the Financial Statements

Management is responsible for the preparadiot fair presentation of these financial statements in
accordance with International Financial Reporting Standarti& responsibility includes: designing,
implementing and maintaining internal control relevarthe preparation and fair presentatién o

financial statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Audi t espodstility

Ourresponsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and petfar audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures el ect ed depend on the auditor
assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. In making those risk assessments, the auditor considers internal control releant®tht i t y 6 s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of

t he ent ity 6 sAnautitatseimclades evatuatingthe bppropriateness of accounting

policies used and threasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

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

Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu



Opinion

In our opinion, the financial statements present fairly, in all material respedisath&al position of
OJSB fA Ukr Ga 3lB®acembér 2@G0&nd astfinancial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw attentionfext thatheBank 6s fi nanci al posit
deteriorated due to adverse market conditions in Ukraine and overall instability on financial markets

(Note 30). This realized in net loss from operations for the year ended 31 December 2008 in the

amount of UAH 572,423 thousand, cumulative negative ligughp up to 1 year in the amouwft

UAH 3,904,170thousandNote 38)and norcompliance wittcertain debtovenants (Not@3, 26).

This fact indicates the existence of wuncertainty
to continue as a guog concern.Please refer to Notes 31 and 32 which discuss the recapitalization of

the Bank by the Government of Ukraine, direct administration by the National Bank of Ukraine and

ot her management 6s p lTaefisanc@lcstatengentn nohirglude diny s mat t er .

adjustments that might result from the outcome of this uncertainty.

Without qualifying our opinion we draw attention to Note 4 to the financial statements, describing
the effect of restatement on the financial statements for the yeaded1l December 2007.

Dety: t2e £ Toucte

10 July 2009



OPEN JOINT STOCK BANK A UKRGASBANKO

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED 31 DECEMBER 2008

(in Ukrainian Hryvnias and in thousands, except for earnings per share which are in Ukrainian Hryvnias)

\LQ Jull 2009 H:

J\l -‘,.0

10 July 2009

_Olexgandr Sokolov \
Temporary Administrator

The notes on pages®! form an integral part of these financial statements.

Notes Year ended Year ended
31 December 31 December
2008 2007
(restated)
Interest income 5 3 1,523484 786,862
Interest expense 53 (986,442 (462,497)
NET INTEREST INCOMEBEFORE PROVISION FOR
IMPAIRMENT LOSSES ONNTEREST BEARING ASETS 537,042 324,365
Initial recognition adjustment on interest bearing assets (274)
Provision for impairment losses on interest bearing assets 6, 3 (1,028373 (94,399)
NET INTEREST INCOME (49133]) 229,692
Net gain on foreign exchanggerations 7 407,638 72,051
Net gain on precious metals operations 23,365 1,711
Fee and commission income 8 159,408 106,151
Fee and commission expense 8 (24,325) (17,902)
Net realized gain on investmeragailablefor-sale 22,844 20,242
Net gain on financial assets at fair value through profit or loss - 657
Net (loss)/gairon investment property 9 (610) 6,338
Provision for impairment losses othertransactions 6 (39,680) (5,288)
Other income 10 6,735 3,640
NET NON-INTEREST INCOME 555375 187,600
OPERATING INCOME 64,044 417,292
OPERATING EXPENSES 11,33 (668,209 (300,857,
(LOSS)PROFIT BEFORE INCOMHAX (604165 116,435
Income taxbenefif(expensig 12 31,742 (34,726)
NET (LOSS)PROFIT (572423 81,709
EARNINGS PER THARE, UAH 13 - 0.22
On behalf of the Bodrd of Dir: {ors:
sﬂﬁmﬁ_nnl")r V'//‘/c %‘/;’éiﬁ{ 5
;‘; R / Nata 24( Tnytska
4 of the Board of Directors ~ Clu f/Accountant



OPEN JOINT STOCK BANK

BALANCE SHEET
AS AT 31 DECEMBER 2008
(in Ukrainian Hryvnias and in thousands)

AUKRGASBANKDO

ASSETS:

Cashand balances with the Nationahik of Ukraine

Precious metals

Financial assets at fair value through profit or loss

Due from banks

Loans to customers
Investmentsvailablefor-sale
Property, plant and equipment
Investment property

Other assets

TOTAL ASSETS
LIABILITIES AND EQUI TY

LIABILITIES:
Loans from the ldtional Bank of Ukraine
Due to banks
Customer accounts
Debt securities issued
Other borrowed funds
Defered income tax liabilities
Other liabilities
Subordinated debt

Total liabilities
EQUITY:

Share capital
Share premium

Investmentsvailablefor-salefair value reserve

Property revaluation reserve
(Accumulated defic)tretained earnings

Total equity

TOTAL LIABILITIES AND EQUITY
On behalf of the Board of Directors:

Egor Rusyn

AR £

== X

Te‘mpngLA;dmmmral r\

10 July 2009

Notes 31 December 31 December
2008 2007

(restated

14 510,461 467,081
15 87,165 24,722

- 1,808
16 1,299,734 1,446,054
17,33 8,393,075 4,706,41
18,33 533,162 586,059
19 789,421 778,390
20 13,787 17,031
21 91,194 43,954
11,717,999 8,071,510

22 1,484,191 -
23 988771 865838
24,33 8,034,589 5,237,339
25 217,690 387,372
26 238,455 389,648
12 59247 142,599
27, 33 79,467 35,327
28,33 50,508 50,510
11,152918 7,108,633

29 712,835 512,835
29 136,733 69,404

- 54

177,742 270,390

(462229 110,194

565081 962,877
11,717,999 8,071,510

%/ el s

Nataliyac}l rtska
Chief A .

10 July 2009

The notes on pages 9-64 form an integral part of these financial statements.

ntant



OPEN JOINT STOCK BANK A UKRGASBANKO

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2008
(in Ukrainian Hryvnias and in thousands)

Share Share Investments Property (Accumulated Total
capital premium available-for-sale revaluation deficit)/ equity
fair value reserve Retained
reserve earnings

31 December 2006 312,835 2,816 - 144,934 28,485 489,070
Share capital increase afdinary shares 200,000 66,588 - - - 266,588
Revaluatiorof availablefor-sale investments - - 15,497 - - 15,497
Deferred tavattributable to revaluation of availabier- sale

investments - - (3,874) - - (3,874)
Disposal of availabldéor-sale investments - - (15,425) - - (15,425)
Deferred tax attributable wisposalof availablefor-sale

investments - - 3,856 - - 3,856
Revaluation of property - - - 167,274 - 167,274
Deferred tax attributable to revaluationpsbperty - - - (41,818) - (41,818)
Net profit - - - - 81,709 81,709
31 December 2007 512,835 69,404 54 270,390 110,194 962,877
Share capital increase afdinary shares 200,000 67,329 - - - 267,329
Disposal ofavailablefor-saleinvestments - - (72) - - (72)
Deferred tax attributable wisposal of availabléor-sale

investments - - 18 - - 18
Revaluation of property - - - (123,531) - (123,531)
Deferred tax attributable to revaluationpsbperty - - - 30,883 - 30,83
Net loss - - - - (572423 (572423
31 December 2008 712,835 136,733 - 177,742 (462229 565081
On behalf of the Temporary Administrations” - Confirmed by

A
U rhrs
/;‘//&{(Vg

Nataliyd/IInyvtska
Chief Accountant

10 July 2009

o

K- /158
\ ) J
The notcgon pag,cs 9-64 forni an ﬁncgml part of these financial statements.
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OIC\sandr Sokolov

e

Temporary Administrator”

10 July 2009



OPEN JOINT STOCKBANK A UKRGASBANKDO
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2008

(in Ukrainian Hryvnias and in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
(Loss)/profit before income tax
Adjustments for:
Provision for impairment losses on interest bepeiasets
Provision for impairment losses on other transactions
Unrealized gain and amortization of discounts on securi
Change in fair value of investment property
Impairment ofproperty, plant and equipment and intangil
assets
Unrealized (gain)/loss on foreign exchange operations
Net change in fair value of derivative financial instrumen
Net change in other reserves
Depreciation and amortization
Net gain from property, plant and equipment and intangi
assets disposal
Change in interest accruals, net
Initial recognition of loans
Other

Cash flows from operating activities before changes
in operating assets and liabilities

Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Minimum re®rve deposit with the NationabBk
of Ukraine
Precious metals
Financial assets at fair value through profit or loss
Due from banks
Loans to customers
Other assets
Increae/(decrease) in operating liabilities
Loansfrom theNational Bank of Ukraine
Due to banks
Customer accounts
Other liabilities

Cash inflow/(outflow) from operating actties before taxation

Income tax paid
Net cash inflow/(outflow) from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property, plant and equipmert imtangible asset
Proceeds on sale of property, plant and equipment and
intangible assets
Proceeds on sale of investments availdibtesale
Purchase of investments availafde-sale

Net cash outflow from investing activities

Year endec Year ended
31 December 31 December
2008 2007
(restated)
(604,165) 116,435
1,028,373 94,399
39,680 5,288
(177,470) (113,513)
2,010 (5,170)
44,055 747
(265,092) 51,511
(70,263) (6,673)
8,411 -
52,782 25,518
(1,067) (116)
(15,592) 30,036
- 274
- 501
41,662 199,237
(6,079) (49,333)
(28,966) (17,793)
1,808 (1,808)
246,176 (917,446)
(2,920,743 (2,695,799
8,391 2,190
1,484,000 -
(38,921) 544,911
1,359,246 2,514,481
(1,428) 23,361
145,146 (397,999)
(20,556) (4,435)
124,590 (402,434)
(209,024) (238,894)
1,981 525
7,696,490 5,381,994
(7,627,44) (5,448,597
(137,994) (304,972)




OPEN JOINT STOCK BANK A UKRGASBANKO

STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008
(in Ukrainian Hryvnias and in thousands)

Notes Year ended Year ended
31 December 31 December
2008 2007
(restated)
CASH FLOWS FROM FINANCING ACTIVITIES:
Share capital issue 29 267,329 266,588
Proceeds from debt securities issued 1,285,478 841,541
Repayment of debt securities issued (1,452662) (547,922)
Other borrowed funds (151,680) 278,277
Dividends paid (6) (833)
Net cash(outflow)/inflow from financing activities (51,541) 837,651
Effect of changes in foreign exchange rate on cash and
cash equivalents 118,923 16,659
NET (DECREASE)/INCREASE IN CASH AND
CASH EQUIVALENTS (64,945) 130,245
CASH AND CASH EQUIVALENTS, beginning of year 14 400,221 253,317
CASH AND CASH EQUIVALENTS, end of year 14 454,199 400,221

Interest paid and received the Bank during thgear ended 31 December 2008 amounted to
UAH 878,288thousand and UAH,399738thousand, respectively.

Interest paid and received by the Bank duringytber ended 31 December 2007 amounted to
UAH 411,158thousand and UAH65284thousand, respectively.

S y

%x, Wiy

Egor Rilsyins", 4 Nataliy4 Alnytska

Flrs;ﬁcplfw Chan‘m 1.4 Board of Directors Chief Wecountant
//’

10 &1‘9’ QOUQ W32hau. 7] il 10 July 2009

Conﬁ!;' it " A Y
o3 S S Z ,_ I
Olexsandr Sokoloy O
Temporary Administrator

10 July 2009

The notes on pages®! form an integral part of these financial statements.



OPEN JOINT STOCK BANK A UKRGASBANKO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in Ukrainian Hryvnias and in thousands)

1. ORGANISATION

Open Joint Stock Bank #fAUKkr Gas B aeydlpestébtished asi Ba n k ¢

aclosedjoint stock company on 22 August 1995 under the National bank of Ukraine (the

ANBUO) #183cfremt shee f or mer Cl osed Joint Stock Bank

renamed to Al @aMay1§9% thédBamkichged its n@me from Intergazbank to
UkrGasBank. Subsequently, on @@tober 1997, UkrGasBank wasnegistered with the NBU
as an open joint stock company. In 1999, the Bank acquired two other Ukrainiari banks

AiService Banko | oc atfiedk rinm fUzohggaosrboadetwodeof iwchn cahn ch

branches in different regions of Ukraine. Effective dates of acquisition welantéry and

24 December 1999, respectively. 2002 UkrGasBank acquired another bAanrkS B A Nar odni y

Banko with eacduisition 30 Septentbar 2092. dnfNovember 2002 the Bank
acquired branch in Kharkiv from JSBE n e r g o b28038 khé Bank adquired branch of
OJSBA Zahi dbudgas b a-Pddiskiyi Bffeddvadaty af acgquisison was Banuary
2003. Acquired bds lost their legal status and became branches of the Bank.

The Bankds primary business consists of tradi

loans and guarantees, acceptance of deposits from legal entities and public, and processing of
payments.

The registered office of the Bank is located at 39, Velyka Vasilkivska St. in Kyiv.

As at 31 December 2008 and 2007 the Bankldaend 18 branches operating in Ukraig@ébs
and 268 outlets operating in Ukraine, respectively.

The number of empyees of the Bank as at 31 December 2008 and 200%,@@5and 3,449,
respectively.

As at 31 Decembe2008and2007, the following direct shareholders owned the issued shares:

31 December 31 December

2008, % 2007, %

AFi nanci al hoceéstLin€nt Al li a 33.0 33.0
ACompany fAUkrgasinvest pl usc¢ 19.0 18.0
filnvestanality L L C 9.1 8.2
AUkrainian company of projec 8.8 8.8
AUkrainian venture capitalo 7.9 7.4
ABr okimeestdt CJISC 3.9 3.1
iAr siemaést 6 LLC 3.9 3.9
AUKkrai nski budi vel ni i nnovat 3.9 3.9
ANew Gas Technologyo LLC 3.5 4.9
Gorbal V.M. 25 2.4
National JSC ANaftogas Ukr ai 1.3 1.8
Other 3.2 4.6
Total 100.0 100.0

As at 31 December 2008 and 20@v. Gorbal V.M. (47%) and MrOmelyanenko O.A.37%)
exercise control over the Bank through direct and indirect ownership.

These financial statements were authorized for issue Bddel of Directoron 10 Juy 2000.



BASIS OF PRESENTATION

Accounting basig These financial stategnts of the Bank have been prepared in accordance with
International FinancidRe por t i ng St andards (the Al FRSO0) i
Standards Board (the #Al ASB0) and I nterpreta
Interprée ati ons Commi ttee (the Al FRI C0) .

S S L
tic

These financial statements are presented in thousands of Ukrainian Hryvnias, unless otherwise
indicated. These financial statements have been prepared under the historical cost convention,

except for the measurement air fvalue of certain financial instruments according to International
Accounting Standard (Al AS0) No. 39 AFinanci al
measur ement of buildings at revalued amounts a
Equpmaat 6, and measur ement of investmedAdt propert)
Al nvest ment Propertyo.

I n accordance with I AS No. 29 AFinancial Repor
theeconomy of Ukraine was considered to be hyperinflatiodaring 2000and prior years.

Starting 1January 2001, Ukrainian economy is no longer considerbd hyperinflationary and

the values of nemonetary assets, liabilities and equity as stated in measuring units as of

31 December 2000 have formed the basigheramounts carried forward

The Bank maintains its accounting records in accordance with Ukrainian law. These financial
statements have been prepared from Ukrainian statutory accounting records and have been adjusted
to conformwith IFRS. These adjustents include certain reclassifications to reflect the

economic substance ohderlying transactions including reclassifications of certain assets and
liabilities, income and expenses to appropriate financial statement captions.

Key assumption$ The prefration of financial statements in accordance with IFRS requires
management to make estimates and assumptions that affect the reported amounts. Such
estimates and assumptions are based on the inf
of the date bthe financial statements. Therefore, actual results could differ from those estimates

and assumptions. Estimates that are particularly susceptible to change relate to the provisions for
impairment losses and the fair value of financial instruments.

Key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial pericdde:

31 December 31 December

2008 2007

Financial assets at fair value through profit or loss - 1,808
Loans to customers 8,393,075 4,706,411
Investmentavailablefor-sale 533162 586,059
Property, plant and equipment 789,421 778,390
Investment property 13,787 17,031

Loans to customers and due from banks are measured at amortized cost less allowance for
impairment losses. The estimation of allowances for impairments involves the exercise of

significant judgment. The Bank estimatdewahnces for impairment with the objective of

maintaining balance sheet provisions at a level believed by management to be sufficient to
absorb | osses incurred in t healoBancedninpairéddoan port
loans is based on assessnts of objective evidence of the asset impairment and assessments of

losses on such impairment. These assessments are made by determining of the present value
previously assessed future cash flows, by using statistical techniques based on historic

experence. These determinations are supplemented by the application of management

judgment.

10



The Bank considers accounting estimates relatatldaiancefor loans key sources of

estimation uncertainty because: (i) they are highly susceptible to changeciioohp period as

the assumptions about future default rates and valuation of losses relating to impaired loans and
advances are based on recent performance experience, and (ii) any significant difference between

t he Bankdés est i marntheadlowarceanckastuallmsses willeeuireticetBand

to take provisions which, if significantly different, could have a material impact on its future
statement of operatiomsnd i ts bal ance sheet. The Banko6és a
are basd on past performance, past customer behavior, the credit quality of recent underwritten
business and general economic conditions, which are not necessarily an indication of future

losses.

Certain property (buildings and office premises) and investprepiertyaremeasured at fair
value. At the date of financial statements the Bank performs revaluation only if fair value of
buildings and officgremisesessentially change.

The date of the latest appraisal véd<December 208 The Bank performs r@luation on
annual basis by attracting exteraplpraiser The following methodsvereused for estimation
fair value of buildings and office premises: income capitalization and sales comparison methods

In determining fair values of certain investmeatailablefor-sale for which a valuation technique

was used as at 31 December 2008, the Bank applied following assumptions:

1 Assumptionon the level of interest rates used for discountiimgthe range from 11% t22%;

T Assumptionon estimated timing of fute cash flows (as presented in the maturity analysis);

1 Assumptionon the level of credit risk by estimating allowance for impairment losses on the
level of 23.45% of the gross amount of investmeatailablefor-sale

The below table represents the effifat a change in each of the assumptions mentioned above
would have on the carrying amount of investiisavailablefor-sale

Assumption Change in Effect on Change in Effect on
assumption by: carrying assumption by: carrying
amount amount
Interes rates used for discounting +1% 15,851 -1% (16,943
Expected timing of future cash Later by Earlier by
flows one quarter 19,821 one quarter (20,521

Effective rate ofillowancefor
impairment losses +1% (114,169 -1% 114,165

Taxation isdiscussed in Not&2.

Functional currencyi The functional currency of these financial statementskisinian Hryvnia
(AUAHO) .

11



SIGNIFICANT ACCOUNTI NG POLICIES

Recognition and measurement of financial instrumerits he Bank recognizes financial atsse

and liabilities on its balance sheet when it becomes a party to the contractual obligation of the
instrument. Regular way purchase and sale of the financial assets and liabilities are recognized
using settlement date accounting. Regular way purcled$iesncial instruments that will be
subsequently measured at fair value between trade date and settlement date are accounted for in
the same way as for acquired instruments.

Financial assets and liabilities are initially recognized at fair value pltise icase of a financial
asset or financial liability not at fair value through profit or limagsaction costs that are directly
attributable to acquisition or issue of the financial asset or financial liability. The accounting
policies for subsequent-measurement of these items are disclosed in the respective accounting
policies set out below.

Cash and cash equivalentsCash and cash equivalents include cash on hand, unrestricted

balances on correspondent account with the National bank of Ukagwances to banks in
countries included in the Organization for Eco
except for margin deposits for operations with plastic caFas purposes of determining cash

flows, the minimum reserve deposit required by National bank of Ukraine is not included as a

cash equivalent due to restrictions on its availability.

Precious metal$ Assets and liabilities denominated in precious metals are translated at the
current rate computed based on exchange rate effettilre and of reporting periods.

31 December 31 December

2008 2007

Ukrainian Hryvnia/1 Oz Gold 6,699.000 4,183.925
Ukrainian Hryvnia/1 Oz Silver 83.391 74.488

Changes in the bid prices are recorded in net gain/(loss) on operations wibhgraetals.

Due from banks' In the normal course tiusiness, the Bank maintains advances and deposits for
various periods of timeith other banks. Due from banks are measured at amortized cost using the
effective interest methoddmounts due fromredit institutions are carried net of any allowance for
impairment losses.

Financial assets at fair value through profit or logsFinancial assets at fair value through

profit or loss represent derivative instruments or securities acquired principatefpurpose of
selling them in the near future, or are a papatfolio of identified financial instruments that are
managed together and for which there is evidefieerecent and actual pattern of skerm

profit taking or securities that uponitial recognition are designated by the Bank at fair value
through profit or loss. Financial assets at ¥aiue through profit or loss are initially recorded and
subsequently measured at fair value. The Bankaisated market prices to determine fealue

for financial assets at fair value through profit or loss. Fair value adjustment on financial assets
at fair value through profit or loss is recognized indtadement of operatiotier the period.

The Bank does not reclassify financial instrumsdantor out of this category while they are held.

Derivative financial instruments In the normal course of business, the Bank enters into various
derivative financial instruments including forwards and swdperivatives are initially

recognizd at fai value at the date a derivative contract is entered into and are subserpiently
measured to their fair value at each balance sheet @h&sfair values are estimated based on
guoted market prices or pricing models that take into account the curré«et imad contractual
prices of the underlying instruments and other factors.

12



Derivatives are carried as assets when their fair value is positive and as liabilities when it is
negative. Derivatives are includedatherasset®r liabilities in the balane sheet.Gains and
losses resulting from these instruments are included in Net gaiofidsseign exchange
operationsn thestatement of operation§ he Bank does not account for hedge operations.

Repurchase and reverse repurchase agreeméritsthenormal course of business the Bank
enters into sale and purchase back agreements

of financi al assets (Areverse reposo). Repos
element of its treasury managemt and trading business.

A repo is an agreement to transfer a financial asset to another party in exchange for cash or other
consideration and a concurrent obligation to reacquire the financial assets at a future date for an
amountequal to the cash otleer consideration exchanged plus interest. These agreements are
accounted for as financing transactions. Financial assets sold under repo are retained in the
financial statements and consideration received under these agreements is recorded as due to
banksor customer accounts

Assets purchased under reverse repos are recorded in the financial statefoantstas
customer®r due from banks

In the event that assets purchased under rexgpsare sold to third parties, the results are
recordedwith the gain or loss included in net gains/(losses) on respective assets. Any related
income or expensarising from the pricing difference between purchase and sale of the
underlying assets is recognized as interest income or expense.

Loans to customer$ Loans to customers are nderivative assets with fixed or determinable
payments that are not quoted in an active etather than those classified in other categories of
financial assets.

Loans granted by the Bank are initially recognized at fair alluerelated transaction costs.
Wherethe fair value of consideration given does not equal the fair value of thddoarample

where the loan is issued at lower than market rates, the difference between the faif value
consideration given and theilf value of the loan is recognized as a loss on initial recognition of the
loan and included in th&tatement of operatiomcording to nature of these losses.
Subsequently, loarare carried at amortized cagding the effective interest method. Loams
customers are carried net of any allowance for impairment losses.

Write off of loans and advanceis Loansand advanceare written off against allowance for
impairment lossebased on decision of the Board. Such decisions are taken when all available
possibilities to collect the amounts due have been exercised and available collateral has been sold.

Allowance for impairment losses The Bank accounts for impairment losses of financial assets

when there is objective evidence thdinancial assetrogroup of financial assets is impaired.

Impairment losses are measured as the difference between carrying amounts and the present value
of expected future cash flows, including amounts recoverable from guarantees and collateral,
discounted at the finaril asset 6s origi nal effective intere:
carried at amortized coslf in a subsequent period the amount of the impairment loss decreases

and the decrease can be related objectively to an event occurring after theénpaias

recognized, the previously recognized impairment loss is reversed. For financial assets carried at
cost, thampairment losses are measured as the difference between the carrying amount of the
financial asset and the present value of estimatadsfeash flows, discounted at the current market
rate of return for a similar financial asset. Such impairment losses are not reversed.

The Bank assesses impairment losses based on individual appraisal of risk assets for financial assets

that are indivdually significant, and on individual or collective assessment for financial assets that
are not individually significant.
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The change in impairment losses is charged to profit, and the total of impairment losses is deducted

in arriving at assets as showrthe balance sheet. Factors that the Bank considers in determining
whether it has objective evidence that an impairment loss has been incurred include information
about the debtorsdé or issuerso | i quesdevelspf, sol v
and trends in delinquencies for similar financial assets, national and local economic trends and
conditions, and the fair value of collateral and guarantees. These and other factors may, either
individually or taken together, provide suféait objective evidence that an impairment loss has

been incurred in a financial asset or group of financial assets.

The Bank accounts for impairment losses on financial assets at amortized cost using allowance
account.

It should be noted that the evaiiom of losses includes a subjective factdhe management of

the Bank believes that the amount of recorded impairment is sufficient to cover losses incurred
on assetsubject to risks at the reporting date, although it is not improbable that in certain
periods the Bank can incur losses greater compared to recorded impairment.

Derecognition of financial assets and liabilities
Financial assets

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

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

1 the Bank has transferred its rights to receive cash flows from the asset, or retained the right
to receive cash flows from the asset, but has assumed an obligatiay them in full
without materi al del ayht oughbdé6hardapgemgnund e

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

A financial asset is derecognized when it has been transferred and the transfer qualifies for
derecognition. A transfer requires that the Bank either: (a) transfers the contrigbtsab
receive the assetébés cash flows; or (b) retains
contractual obligation to pay those cash flows to a third party. After a transfer, the Bank
reassesses the extent to which it has retained theariskseewards of ownership of the

transferred asset. If substantially all the risks and rewards have been retained, the asset remains
on the balance sheet. If substantially all of the risks and rewards have been transferred, the asset
is derecognized. Hubstantially all the risks and rewards have been neither retained nor
transferred, thBank assesses whether or not is has retained control of the asset. If it has not
retained control, the asset is derecognized. WherBahkhas retained control tfie asset, it

continues to recognize the asset to the extent of its continuing involvement.

Financial liabilities

A financial liability is derecognized when the obligation is discharged, cancelled, or expires.
Where an existing financidibbility is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as a-tecognition of the original liability and the recognition ofean

liability, and the difference in the respective carrying amounts is recognized in the income
statement.
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Investmentsavailablefor-salei Investmentsvailablefor-salerepresent debt and equity

investments that are intended to be held for an indefieiied of time. Such securities are

initially recorded at fair value. Subsequently the secudiesmeasured at fair value, with such
remeasurement recognized directly in equity until sold when gain/loss previously recorded in
equity recycles througthe statement of operationexcept for impairment losses, foreign

exchange gains or losses and interest income accrued using the effective interest method, which
are recognized directly in tletatement of operations

The Bank uses quoted market prikces det er mi ne t he fair value for
availablefor-sale

If themarket for investments not active, particularly in case of bonds issued for financing of
construction (Notd8), the Bank establishes fair value by using a valuaticinigue.

Valuationtechniques includdiscounted castiow analysis. For other nemarket investments

the valuation techniques include recent ar mds
knowledgeable, willing partieseference to theurrent fair value odnother instrument that is

substantially the samand option pricing models. If there ivaluation technique commonly

used by market participants to price the instrument and that technique has been demonstrated to
provide reliable estimates of pricestained in actual market transactions, the Bank uses that
technigue. Interest earned on investmentslablefor-saleis reflected in thstatement of

operationsas interest income on investmantilablefor-sale

Non-marketable debt and equity secigdtare stated at amortized cost and cost, respectively, less
impairment losses, if any, unless fair value can be reliably measured.

When there is objective evidence that such securities have been impaired, the cumulative loss
previouslyrecognized in eqty is removed from equity and recognized in gh&tement of
operationdor the period. Reversals of such impairment losses on debt instruments, which are
objectively related to events occurring after the impairment, are recognizedstatiment of
operationsfor the period. Reversals of such impairment losses on equity instruments are not
recognized in thetatement of operations

Property, plant and equipment and intangible asset8roperty, plant and equipment and

intangible assets, except foriloings and office premises, acquired after 1 January 2001 are

carried at historical cost less accumulated depreciation and any recognized impairment loss, if any.
Property, plant and equipment and intangible asaetgiired before 1 January 2001 areiedmat

historical cost restated for inflation less accumuldegateciation and any recognized impairment

loss, if any.

Depreciation is charged on thistorical (revalued) cosif property, planand equipmenand
intangible assetand is designed to we off assets over their useful economic lives.
It is calculated on a straight line basis at the following annual prescribed rates:

Buildings and other real estate 2%
Furniture and equipment 10%-33%
Intangible assets 33%

Intangible assets which a@ped in result of contractual or other legal rights, amortized during the
period of their validity.

Leasehold improvements are amortized over the life of the related leased asset. Expenses related to

repairs and renewals are charged when incurredhaghaled in operating expenses unless they
qualify for capitalization.
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The carrying amounts of property, plant and equipment and intangible assets are reviewed at each
balance sheet date to assess whether they are recorded in excess of their recovaenatsiesand

where carrying values exceed this estimated recoverable amount, assets are written down to their
recoverable amount.

Impairment is recognized in the respective period and is included in operating expenses. After

the recognition of an impairmeloss the depreciation charge for property, plant and equipment

and intangible asseiss adj usted in future periods to all o
less its residual value (if any), on a systematic basis over its remaining useful life.

Buildings and office premises held for use in supply of services, or for administrative purposes, are
stated in thdalance sheet at their revalued amounts, being the fair value at the date of

revaluation, determineftiom marketbased evidence by appraisaldertaken by professional

independent appraisers, less any subsequent accumulated depreciation and subsequent accumulated
impairment losses. Revaluations are performed with sufficient regularity such that the carrying
amount does not differ materiallyofn that which would be determined using fair values at the

balance sheet date.

Any revaluation increase arising on the revaluation of such land and buildings is credited to the
property revaluation reserve, except to the extent that it reverses a ienadeateasér the

same asset previously recognized as an expense, in which case the increase is credited to the
statement of operatiortie the extent of the decrease previously charged. A decrease in carrying
amount arising on the revaluation of suahd and buildings is charged as an expense to the
extent that it exceeds the balance, if any, held iptbpertyrevaluation reserve relating to a
previous revaluation of that asset.

Depreciation on revalued buildings is chargedtedement of operatis  On the subsequent sale
or retirement of a revalued property, the attributable revaluation surplus remaining in the
propertyrevaluation reserve is transferred directly to retained earnings.

Investment property Investment property, comprising offibeiildings, is held for longerm

rental yields or appreciation in value and is not occupied by the Bank. Investment property is
initially measured at cost together with transaction cd&&tdsequent to initial recognition,

investment property is carried the revalued amount, being the fair value at the date of

revaluation, determinefiom marketbased evidence by appraisal undertaken by professional
independent appraisers, less subsequent accumulated impairment losses. Revaluation is performed
with sufficient regularity such that the carrying amount does not differ materially from that which
would be determined using fair values at the balance sheeGddats.and losses arising from

changes in the fair value of investment property are included it prddss in thegeriod in which

they arise.

Taxationi Income tax expense represents the sum of the current and deferred tax expense.

The current tax expense is based on taxable profit for the reporting period. Taxable profit differs

from net profitas reported in thestatement of operatiotecause it excludes items of income or

expense that are taxable or deductible in other periods and it further excludes items that are never
taxable or deductible. T h e Bydan tatésshathave beennt t a x
enacted during the reporting period.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding taseobises

the computation of taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred
tax assets are recognized to the extent tiepitobable that taxable profits will be available against
which deductible temporary differences can be utilized. Such assets and liabilities are not
recognized if the temporary difference arises from goodwill or from the initial recognition (other
thanin a business combination) of other assets and liabilities in a transaction that affects neither the
tax profit nor the accounting profit.

16



Deferred tax liabilities are recognized for taxable temporary differences arising on investments in
subsidiaries andssociates, and interests in joint ventures, except where the Bank is able to
controlthe reversal of the temporary difference and it is probable that the temporary difference will
not reverse in the foreseeable future.

The carrying amount of deferredktassets is reviewed at each balance sheet date and reduced to
theextent that it is no longer probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax is calculated at the tax rates thaeapected to apply in the period when the

liability is settled or the asset is realized. Deferred tax is charged or creditedtaiéneent of
operationsexcept when it relates to items charged or credited directly to equity, in which case the
defereed tax is also dealt with in equity.

Deferred income tax assets and deferred income tax liabilities are offset and reported net on the
balance sheet if:

1 The Bank has a legally enforceable right to set off current income tax assets against current
incometax liabilities; and

i Deferred income tax assets and the deferred income tax liabilities relate to income taxes levied
by the same taxation authority on the same taxable entity.

Ukraine has various other taxes JTheselakesdre ar e a s s
included as a component of operating expenses istabement of operations

Due to banks, customer accounts, debt securities issued, other borrowed funds and

subordinated debt Due to banks, customer accounts, debt securities issined, bmrrowed

funds and subordinated debt are initially recognized at fair value. Subsequently, amounts due are
stated at amortized cost and any difference between net proceeds and the redemption value is
recognized in thetatement of operatiomser theperiod of the borrowings using the effective

interest methodl'hose that do not have fixed maturities are carried at amortized cost based on
expected maturities.

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

Financial guarantee contracts issued and letseof crediti Financial guarantee contracts and
letters of credit issued by the Bank are credit insurance that provides for specified payments to be
made to reimburse the holder for a loss it incurs because a specifiedfaibtomake payment

when de under the original or modified terms of a debt instrument. Such financial guarantee
contracts and letters of credit issued are initially recognized at fair value. Subsequently they are
measured at the higher of (a) the amount recognized as a pravidi@n) the amount initially
recognizedess, where appropriate, cumulative amortization of initial premium revenue received
over the financial guarantee contracts or letter of credit issued.

Contingenciesd Contingent liabilities are not recognized i thalance sheet but are disclosed
unless the possibility of any outflow in settlement is reméteontingent asset is not recognized
in the balance sheet but disclosed when an inflow of economic benefits is probable.

Share capital and share premiuiin Contributions to share capital, made before 1 January 2001
are recognized at their cost restated for inflation. Contributions to share capital, made after
1 January 2001 are recognized at cost. Spigmeium represents the excess of contributions
over thenominal value of the shares issued. Gains and losses on sales of treasury stock are
charged or credited to share premium.
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Dividends on ordinary shares are recognized in equity as a reduction in the period in which they

are declared. Dividends that arcthred after the balance sheet date are treated as a subsequent
event under I nternational Accounting Standard
(Al1JAGGO) and disclosed accordingly.

Retirement and other benefit obligatiorisin accordance with theequirements ofJkrainian

legislationthe Bank withholds amounts of pension contributions from employee salaries and pays

them to state pension fun&tate pension system provides for the calculation of current payments

by the employer as a percentagewfenttotal payments to staff. This expense is charged in the

period the related salaries are earned. Upbtrement all retirement benefit payments are made

by the State pension fund. Also the Bank has defined contribution pension arrangements with

the AAdmi ni strator -sodr wiemed olnL G ,u nwhsi dihJ krr eag wnier e
contributions by the employer calculated as a percentage of current gross salary payments; such
expense is charged in the period the related salaries are earned. Tha$aolpbstetirement

benefits orothersignificant compensated benefits requiring accrual.

Recognition of income and expengdnterest income and expense are recognized on an accrual
basis using the effective interest method. The effective interelbchist a method of

calculating the amortized cost of a financial asset or a financial liability (or group of financial
assets or financial liabilities) and of allocating the interest income or interest expense over the
relevant period. The effective ingst rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or, when appropriate,
ashorter period to the net carrying amount of the financial asset or financial liability.

Once a financial asset or a group of similar financial assets has been written down (partly written
down)as a result of an impairment loss, interest income is thereafter recognized using the rate of
interest used to discount the future cash flows for tlipgse of measuring the impairment loss.

Interests earned on assets at fair value are classified within interest income.

Loan origination fees are deferred, together with the related direct costs, and recognized as an
adjustment to the effective intereate of the loan. Where it is probable that a loan commitment will
lead to a specifiending arrangement, the loan commitment fees are deferred, together with the
related direct costand recognized as an adjustment to the effective interest raterestliting

loan. Where it is unlikelyhat a loan commitment will lead to a specific lending arrangement, the
loan commitment fees are recognized indtaement of operatiomser the remaining period of

the loan commitment. Where a loan commitmepirez without resulting in a loan, the loan
commitment fee is recognized in tstatement of operatioms expiry.Loan servicing fees are
recognized as revenue as the services are provided. Loan syndication fees are recognized in the
income statement whehe syndication has been complet&iiother commissions are recognized
when services are provided.

Operating leases$ Leases of assets under which the risks and rewards of ownership are effectively
retained with théessor are classified as operatiagdes. Lease payments under operating lease are
recognized as expenses on a stralightbasis over the lease term and included into operating
expenses.

Foreign currency translationi Monetary assets and liabilities denominated in foreign currencies
aretranslated into UAH at the appropriate spot rates of exchange ruling at the balance sheet date.
Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the
transaction. Profits and losses arising from these amis$ are included in net gain on foreign
exchange operations.
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Rates of exchangé The exchange rates at the end of periods used by the Bank in the
preparation of the financial statements are as follows:

31 December 31 December

2008 2007

UAH/1 US Dollar 7.70000 5.05000
UAH/1 Euro 10.85546 7.41946

Offset of financial assets and liabilities Financial assets and liabilities are offset and reported

net on the balance sheet when the Bank hegadly enforceable right to set off the recogrmize
amounts and the Bank intends either to settle on a net basis or to realize the asset and settle the
liability simultaneously. In accounting for a transferadinancial asset that does not qualify for
derecognizing, the Bank does not offset the traredeasset and the associated liability.

Fiduciary activitiesi The Bank provides trustee services to its customers. The Bank also
provides depositary services to its customers that include transactions with securities on their
depo accounts. Assets apted and liabilities incurred under the fiduciary activities are not

included in the Bankés financi al statement s.
activities, but t he Bankdds customers bear t he
operations.

Segment reporting A segment is a distinguishable component of the Bank that is engaged
either in providing products or services (business segment) or in providing products or services
within a particular economienvironment (geographical segnt), which is subject to risks and
rewards that are different from thasfeother segments. Segments with a majority of revenue
earned from sales to external customers and whose revenue, result or assets are ten per cent or
more of all the segments aeported separatelyGeographical segments of the Bank have been
reported separately within these financial statements based on the ultimate domicile of the
counterparty, e.g. based on economic risk rather than legal risk of the counterparty.

Adoption ofnew standardsi In the current period, the Bank has adopted all of the new and

revised Standards and Interpretations issued by the IASB and IFRIC of the IASB that are

relevant to its operations and effective for annual reporting periods ending on

31 Deember 2008. The adoption of these new @avibed Standards and Interpretations has not
resulted in signif i can tpolicdes thatlgpeesaffected the dmwunBa nk 6 s
reported for the current period.

Ame nd me nt sPrasantatiorAdBinadcialfstatements t i t 1 ed ACaipi t al Di s
On 18 August 2005, the IASB issued an amendment to IAS 1 which requires certain disclosures

to be made regarding the entityds objectives,
Additional informaton was disclosed in the financial statements for the current and comparative
reporting periods as required by amended IAS 1.

Amendments to | AS 39, AFinanci al l nstrument s
AnFinanci al I nstriumdnfiRecDisscsi dbsomrbeson oift Finar
On 13 October 2008 IASB issued amendments to IAS 39 and IFRS 7 which permits certain
reclassifications of nederivative financial assets (other than those designated as at fair value

through profit or loss anitial recognition under the fair value option) out of the fair value

through profit or loss category and also allow reclassification of financial assets from the
availablefor-salecategory to the loans amneiceivables category in particular circumstances
Theamendments to IFRS 7 introduce additional disclosure requirements if an entity has

reclassified financial assets in accordance with the amendments to IAS 39.
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Standards and interpretations issued and not yet adojtéd the date of authorization tfese

financial statements, other than the Standards and Interpretations adopted by the Bank in advance of
their effective dates, the following Interpretations (applicable tBtaen k 6 s act i vi ti es)
but not yet effective.

IFRICO9iiReameessof Embedded Derivativeso which re
reassessment of whether an embedded derivative should be separated from the host contract after

initial recognition, unless there have been changes to the corfrecadoption of IFRI® had no

impacton t he Bankds profit or | oss or financial p

IFRS8TThe | ASB issued | FRS 8 1 Op e Mhistwillreglacecse g ment s
Il AS 14 ASegment Reportingo for accounting peri
requires segmental analysis reported by an entity to be based on information used by management.
Management is currently assessing the impact of the adoption of IFRS 8.

IAS 17 On 6 September 2006, the IASB issued an amendment to IAS 1 which changag e w

which norowner changes in equity are required to be presented in IFRS but does not require that
these be renamed i n t Hbeamandmerittp RAS1ideffactwenfari al st a
periods beginning on or after 1 January 2009.

RESTATEME NTS AND RECLASSIFICATION S

Restatements | n 2008 t he Bank & scertaia tppasgpobtrarsactionstthé s cover ed
financial statements for the year ended 31 December 2007 whiemot properly recorded.
Inaccordance with IA8fi Account sngCRahpesein Accounting
thecorrection of thdinancial statementwas done retrospectivef\Comparative amounts were
restated and the corrections were made tedhigest prior period presented.

Est

The effect of the adjustments dwato the financial statements for the year ended
31 December 2007 is as follows:

Type of correction Amount of Financial As previously As restated
correction statements reported 31 December
item 31 December 2007
2007 Year ended
Year ended 31 December
31 December 2007
2007
Balance sheet
Elimination of financial derivative operations (2,406,953 Due from banks 3,853,007 1,446,054
Elimination of financial derivative operations (2,412,586 Due to banks 3,278,424 865,838
Elimination of fnancial derivative operations 5,633 Other liabilities 29,694 35,327
Statement of operations
Presentation of net gain from financial
derivatives (72,451) Interest income 859,313 786,862
Presentation of net gain from financial
derivatives 45,864 Interest expense (508361 (462497)
Presentation of net gain from financial Net gain on foreign
derivatives 26,587 exchange operations 45,464 72,051
Statement of cash flows
Net changeri fair value of
derivative financial
Elimination of financial derivative operations (6,673) instruments - (6,673)
Unrealized loss on foreigr
Elimination of financial derivative operations 44,846 exchange operations 6,665 51,511
Change in interest
Elimination of financial derivative operations 127 accruas, net 29,909 30,036
Elimination of financial derivative operations 1,643,756 Due from banks (2,561,202, (917,446)
Elimination of financial derivative operations 2,080 Other assets 110 2,190
Elimination of financial derivative operations (1,695,4@) Due to banks 2,240,313 544911
Elimination of financial derivative operations 11,266 Other liabilities 12,095 23,361
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Reclassificationg Certain reclassifications have been made to the financial statements as at

31 December 2007 and for the yehen ended to conform to the presentation as at

31 December 2008 and for the year then ended as current year presentation provides better view
of the financial position of the Bank.

Financial statements Nature of Amount Amount as  Amount after
item reclassification previously reclassification
reported

Statement of cash flows
Impairment of property, plant
and equipment and intangible

assets Reclassification 747 - 747
Purchase of property, plant and

equipment and intangible asse Reclassification (747) (238,147) (238,894)
Other borrowed funds in

operating activities Reclassification (249,067) 249,067 -
Other borrowed funds in

financing activities Reclassification 249,067 29,210 278,277

NET INTEREST INCOME

Year ended Year endal
31 December 31 December
2008 2007
(restated
Interest income comprises:
Interest income on assets for which allowance for impairm
loss was created, including assets assessed on a portfol
basis 1,194930 608,839
Interest income on unimpaired assets 328,554 178,023
Total interest income 1,523484 786,862
Interest on loans to customers 1,157,173 608,839
Interest on due from banks 157,679 53,119
Interest income on investmeraegailablefor-sale 208632 124,737
Interest income oassets dair value through profit or loss - 167
Total interest income 1,523484 786,862
Interest expense comprises:
Interest on customer accounts (754,048 (347,243
Interest on due to banks (117,738) (65,959
Interest on loans from thdational Bank of Ukraine (33,979 -
Interest expense on debt securities issued by the Bank (50,929 (25,737
Interest on other borrowed funds (23,759 (17,559
Interest on subordinated debt (6,000 (6,000
Total interest expense (986,442 (462,497
Net interest income before provision for impairment losses
oninterest bearing assets 537,042 324,365
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ALLOWANCE FOR IMPAIR MENT LOSSES, OTHER PROVISIONS

The movements in allowance for impairment losses on interest earning asseis oHoevs:

Due from Loans to Investments Total
banks customers available-for -
sale
31 December 2006 1,990 99,826 - 101,816
Provision - 94,399 - 94,399
Write-off of assets - (1,815) - (1,815)
31 December 2007 1,990 192,410 - 194,400
Provision - 866,874 161499 1,028373
Write-off of assets (36) (7,713) - (7,749)
31 December 2008 1954 1,051,571 161499 1,215024
The movements intherallowances were as follows:
Investments Other Guarantees Total
available-for-sale assets and other

commitments
31 December 2006 336 1,530 1,910 3,776
Provision - 101 5,187 5,288
Write-off of assets (60) - - (60)
31 December 2007 276 1,631 7,097 9,004
Provision 1524 2,864 35,292 39,680
Write-off of assets - (482) - (482)
31 December 2008 1,800 4,013 42,389 48,202
NET GAIN ON FOREIGN EXCHANGE OPERATIONS
Net gain on foreign exchange operations comprises:

Year ended Year ended
31 December 31 December
2008 2007
(restated)

Currency sale/purchase transactitorshe clients of the Bank 117,586 17,230
Exchange operations with cash currency 70,070 18,225
Arbitration operations 38,667 8,425
(Loss)/gainon financial derivative operations (25,277) 71,433
Resource operations (57,196) 6,269
Other (1,304) 1,980
Total dealing, net 142,546 123,562
Translation differences, net 265,092 (51,511)
Total net gain on foreign exchange operations 407,638 72,051
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Arbitrage operations include purchase of currencies in one market for immediate resale in others

at different prices.

Financial derivative operations includpotand currencygwapoperations.

Spotoperations are straightforward exchangere currency for another when the settlement

date is the second business day after the trade date.

Currencyswapcombines two transactions with different dates of settlement: buying, selling a

particular amount of currency for a specific date accortirte rate agreed beforehand and

transaction of return conversion according to the rate agreed beforehand with a later date of

settlement.

Resource operations are currency exchange operations on interbank market in order to maintain

current Bdaforfor@igncudrenaydunds.

FEE AND COMMISSION | NCOME AND EXPENSE

Fee and commission income and expense comprise:

Fee and commission income:
Settlements

Foreign exhange operations
Loan operation

Issuing guarantees
Securities operations

Other

Total fee and commission income
Fee and commission expense:
Settlements

Foreign currency operations
Other

Total fee and commission expense

NET (LOSS)/GAIN ON INVESTMENT PROPERTY

Net (loss)/gairon investment property comprises:

Change in fair valuef investment property
Rental income on investment property

Total net (loss)/gainon investment property
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Year ended Year ended
31 December 31 December
2008 2007
113,795 73,139
26,162 18,113
9,876 6,369

5,688 4,063

3,647 1,897

240 2,570

159,408 106,151
(14,279 (10,705
(8,209 (5,957
(1,839 (1,249
(24,325) (17,902)

Year ended Year ended
31 December 31 December
2008 2007

(2,010) 5,170

1,400 1,168

(610) 6,338




10. OTHER INCOME

Other incane comprises:

Year ended Year ended
31 December 31 December
2008 2007
Fines and penalties received 2,850 960
Other nonbanking income 1,290 824
Gain from sale of property, plant and equipment 1,067 257
Other 1528 1599
Total other income 6,735 3,640
11. OPERATING EXPENSES
Operating expenses comprise:
Year ended Year ended
31 December 31 December
2008 2007
Staff costs 346,017 155,941
Depreciation and amortization 52,782 25,518
Operating leases expenses 47,930 21,611
Impairment of property in result of revaluation 44,055 747
Communications 31,825 22,826
Advertising 27,573 11,626
Taxes, other than income tax 21,195 2,290
Repair and maintenance 20,251 12,619
Payments to the Individu&lepositGuarantee Fund 18,303 9,823
General bank expenses 12,323 8,590
Payments to negovernment pension fund 11,415 5,225
Security expenses 10,000 5,508
Professional services fees 8,415 5,483
Business trip expenses 3,426 2,005
Charity 2,441 1,960
Fines and penalties 361 40
Other 9,897 9,045
Total operating expenses 668,209 300,857

12. INCOME TAXES

The Bank provides for taxes based on the tax accounts maintained and prepared in accordance
with the tax regulations of countries where the Bank and its sulis&d@erate and which may
differ from International Financial Reporting Standards.

The Bank is subject to certain permanent tax differences due tmxaeductibility of certain
expenses and a tax free regime for certain income.

Deferred taxes reflet¢he net tax effects of temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for tax purposes.
Temporarydifferences as at 31 December 2008 and 2007 relate mostly to differtdaidmef
income and expense recognition as well as to recorded values of certain assets.
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Temporary differences as at 31 December 2008 and 31 December 2007 comprise:

31 December 31 December
2008 2007

Deductible temporary differences
Allowancefor impairment of assets 795,292 -
Other liabilities 68,375 19,266
Debt securities issued 6,718 4,796
Accrued interest - 12,732
Total deductible temporary differences 870385 36,794
Taxable temporary differences
Investmentsvaileble-for-sale (440,571) (228887)
Property, plant and equipment (210,538) (373,800)
Accrued interest (7,323 -
Allowance for impairment of assets - (4,505
Total taxable temporary differences (658432 (607,192
Net deductabletexablg temporary differences 211,953 (570,398)
Net deferred tax asset/(liability) at the statutiapyrate(25%) 52,988 (142,599)
Deferred tax asset not recognized (112235 -
Net deferred tax liability (59,247 (142,599)

Relationships between t&xpenses and accounting profit for tfeais ended 31 December 2008
and 2007 are explained as follows:

Year ended Year ended

31 December 31 December

2008 2007

(Loss)/profit before income tax (604,165 116,435
Statutory tax rate 25% 25%

Tax at the statutory tax rate (1510417 29,109
Tax effect of permanent differences 7,064 5,617
Change irdeferred tax assabt recognized 112235 -
Income tax (benefit)/expense (31,742) 34,726
Current income tax expense 20,709 4,235
Change in the deferred tax liabilities (52,451) 30,491
Income tax (benefit)/expense (31,742) 34,726
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14.

Year ended Year ended
31 December 31 December
Deferred income tax liabilities 2008 2007
Beginning of the period 142,599 70,272
Deferred income tafbenefi)/expense (52,451) 30,491
Tax effect of changes in property revaluation reserve (30,883) 41,818
Tax effect of changes in investmeatsilablefor-salefair value
reserve (18) 18
End of the period 59247 142,599
EARNINGS PER SHARE
Year ended Year ended
31 December 31 December
2008 2007
Net (loss)fprofit for the year (572423 81,709
Weighted average number of ordinary shédoebasic
earnings per share 558,266,091 366,920,182
Earnings per sharei basic (UAH) - 0.22
CASH AND BALANCES WI TH THE NATIONAL BANK OF UKRAINE

31 December

31 December

2008 2007
Cash 398,957 253,887
Balances with the National bank of Ukraine 111,504 213,194
Total cash and balances with the Nabnal bank of Ukraine 510,461 467,081

The balances with the National bank of Ukraine as at 31 December 2008 and 2007 include

UAH 111504thousand and UAH 105,425 thousand, respectively, which represent the obligatory
minimum reserve deposits with the NB The Bank is required to maintain the reserve balance

at the NBU at all times.

As at 31 December 2008 the Bamkjuired to maintain UAH79,64%housandaverage for
DecembeR008i UAH 182,868thousanilas obligatory minimum reserve depasmit the
carespondent account with the NBWowever the deposit amourats at 31 December 2008
was in the amount of UAH 111,504 thousafidhe amount of obligatory reserve is set by the
NBU for each month.The Bank is obliged to maintain this amountranthly aveage balance
The average amount of obligatory reserve maintained by the &aimgDecembemas higher
than UAH 182868thousandset by the NBU

26



15.

16.

Cash and cash equivalents for the purposes of the statement of cash flows comprise the

following:
31 De@mber 31 December
2008 2007
Cash and balances with the National bank of Ukraine 510,461 467,081
Due from banks in OECD countries 141,219 77,661
651,680 544,742
Less minimum reserve deposits with the National bank of Ukre (111,504) (105,425)
Less restricted cadbr operations with plastic car@slote 16) (85,977) (39,096)
Total cash and cash equivalents 454199 400,221

PRECIOUS METALS
Precious metals comprise:

31 December

31 December

2008 2007
Gold in vault 87,165 24,721
Silver in vault - 1
Total precious metals 87,165 24,722

DUE FROM BANKS
Due from banks comprise:

31 December

31 December

2008 2007

(restated)

Time deposits with other banks 719,397 1,176,645
Correspondent @ounts with other banks 578,346 271,399
Loans under reverse repurchase agreements 3,945 -

1,301,688 1,448,044

Less allowance for impairment losses (1,954) (1,990)

Total due from banks 1,299,734 1,446,054

Movements in allowancdsr impairment losses on balances due from banks forethie ended

31 December 2008 and 2007 are disclosed in Note 6.

Included in due from banks is accrued interest in the amount of IJ2B8thousand and

UAH 768thousand as at 31 December 2008 and &dehber 200 #espectively.
As at 31 December 2008 and 31 December 2007 the Bank had dusigidandfive banks

totaling UAH 1,018,462housand and UAK81,305thousand, respectively, which individually
exceeded 10% of the Bankdés equity.
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As at 31 Decenber 2008 and 31 December 2007 the maximum credit risk exposure on due from
banks amounted to UAH,299,734housand and UAH,446,054housand, respectively.

As at 31 December 2008 and 31 December 2007 included in balances due from banks are
guarantee dmosits placed by the Bank for its operations with plastic cards in the amount of
UAH 85,977thousand and UAR9,096 thousand, respectively.

LOANS TO CUSTOMERS

Loans to customers comprise:

31 December 31 December
2008 2007
Loans to customers 9,414,280 4817921
Loans under reverse repurchase agreements 30,366 80,900
9,444,646 4,898,821
Less allowance for impairment losses (1,051,571 (192,410
Total loans to customers 8,393,075 4,706,411

Movements in allowances for imgment losses for thgears ended 31 December 2008 &2@D7
are disclosed in Note 6.

The table below summarizes the amount of loans secured by collateral, rather than the fair value
of thecollateral itself:

31 December 31 December
2008 2007
Loans collateralized by pledge of real estate or rights thereon 5,009839 2,231,258
Loans collateralized by pledge of equipment and other movabl 1,834,138 980,435
Loans collateralized by land plots 972,296 264,237
Loans collateralized by cash or Ukrian Government guarantee 556,719 633,010
Loans collateralized by other assets 530286 175963
Loans collateralized by pledge of corporate shares 303,067 154,062
Unsecured loans 238301 459,856
9,444,646 4,898,821
Less allowance fampairment losses (1,051,571 (192,410)
Total loans to customers 8,393,075 4,706,411
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31 December

31 December

2008 2007
Analysis by sector:
Individuals 3,722230 1,429,665
Trade 1,419,080 783,813
Agriculture and food processing 901470 388,212
Services 886030 337,843
Manufacturing 666,152 382,090
Construction 582,723 450,303
Property operations 461,167 324,907
Mining and metallurgy 278,252 374,198
Finance sector 271,938 304,310
Transport and communication 217,861 57,705
Other 37,743 65,775
9,444,646 4,898,821
Less allowance for impairment losses (1,051,571 (192,410)
Total loans to customers 8,393,075 4,706,411
Loans to individuals comprise the following products:
31 December 31 Decenber
2008 2007
Mortgage loans 2,361,874 766,981
Auto loans 614,808 220,275
Other loans secured by real estate 306958 112,054
Loans secured by other moveable property 190,048 78,740
Loans secured by cash deposits 68,931 70,776
Loans to entragneurs 63,026 41,666
Plastic cards overdrafts 61,749 25,709
Consumer loans 12,661 43,962
Loans without collateral 4,905 33,712
Other loans 37,270 35,790
3,722230 1,429,665
Less allowance for impairment losses (356,657 (28,068
Total loans to individuals 3,365573 1,401,597

As at 31 December 2008 and 2Gtrued interest income included in loans to customers

amounted tdJAH 154,816thousand antVAH 39,280 thousand, respectively.

As at31 December 2008 and 208i€ Bark provided loans ttwentyand seven groups of
customers, totaling UAIR,807,172housand and UAH 936,758 thousand, respectively, which
individually exceeded0%o f t he Bankés equity.

As at31 December 2008 and 20@ans to customers included loans incamt of

UAH 3,845,433housand and UAH 591,771 thousand, respectivaiych were individually
determined to be impaired. As3t December 2008 and 31 December 2€@ch loans were
collatemlized by collateral with a fair value of UAH808,92%housandand

UAH 160,885 thousand, respectively.

As at 31 December 2008 and 2007 the maximum credit risk exposure on loans to customers
amounted to UAH 8,393,075 thousand and UAH 4,706,411 thousand, respectively.
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As at 31 December 2008 and 2007 the maximum tcris#tiexposure on loan commitments on
credit lines and overdrafts to customers amounted to UAH 1,401,093 thousand and
UAH 1,186,364 thousand, respectively.

As at31 December 2008 and 20t mortgage loans to customers in the amount of
UAH 55,638thousand and UAH 56,256 thousamdspectivelywere pledged under the debt
securities issued by the Bank (Notg).2

As at 31 December 2008 and 20tide andthree loans to customers in the amount of
UAH 557,253thousand and UAI8,720thousand, respectivelwere pledged as collateral under
deposis received fromanotherbank (Note 3).

As at 31 December 20@8d2007fifteen loans to customers in the amount of
UAH 1,026,597housandvere pledged as collatenahderloansdue tothe National bank of
Ukraine(Note22).

As at 31 December 2008 and 2007 the loans to customers in the amount of
UAH 49,747 thousancandUAH 58,200thousandrespectively, were collateralized by assets
pledged by the ultimate beneficial owners of the Bank.

Carrying value of loas under reverse repurchase agreements and fair value of assets pledged as at

31 December 2008 and 2007 are presented as follows:

31 December 2008 31 December 2007
Carrying value Fair value of  Carrying value Fair value of
of loans collateral of loans collateral
Bondsof Ukrainian companies 30,366 30,366 80,900 80,900

INVESTMENTS AVAILABLE -FOR-SALE

Investmentsavailablefor-salecomprise:

31 December 31 December
2008 2007
Debt securities 672,127 567,857
Equity securites 24,334 18,478
696,461 586,335
Less allowance for impairment losses (163,299 (276)
Total investmentsavailable-for-sale 533,162 586,059
Nominal 31 December Nominal 31 December
interestrate 2008 interest rate 2007
% %
Debt investmentsavailable-for -sale
Bonds of the banks 12.07 283,935 12.50 225857
Bonds of construction companies 14.00 218,343 25.91 176,084
Bonds of other companies 14.01 169,849 11.40 165916
672,127 567,857
Less allowance for imgirment losses (161,499 -
Total debtinvestmentsavailable-for -
sale 510,628 567857
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Ownership 31 December Ownership 31 December
interest 2008 interest 2007
Equity investmentsavailable-for -sale
ATr est @A Kyliovmi sk
im. Zagorodnego JSC 1.00 20,910 1.00 15,050
AUkrainian I ntert
Exchangeodo CJSC 5.00 1,800 5.00 1,800
AUKkrainian n&tG or 9.00 1,300 9.29 1,300
fiFirst Ukrainian BireauCredit storieg
LLC 6.00 250 6.00 250
Other 74 78
24,334 18,478
Less allowance for impairment losses (1,800) (276)
Total equity investmentsavailable-for-
sale 22534 18,22
Total investmentsavailable-for-sale 533,162 586,059

Movements in allowances for impairment losses foryeaes endel 31 December 2008 and 2007
are disclosed in Note 6.

As at 31 December 2008 and 2007 accrued coupon interest income on debt investaiahie
for-saleamounted to UAHS,599thousand and UAH 824thousand, respectively.

As at 31 December 2008 and 206 debt investmentsvailablefor-salewereincludedbonds of
AUKrainian I nzhiniri ng® WMWANTAbOCest yci yna
AZhyt |l omax&kke€, KMBrade house DEKAO LLC,
issued for the purpose of raising finatficecompletion of real estate construction in the amount
of UAH 218,343thousand and UAH76,084thousand, respectively. The Bank provided
financing for construction projects under the effective interest rate#fand26%,

respectively, as &1 Decemigr 2008 and 2007.

As at 31 December 20@8d 2007 debt securities issued by local authorities in the ambunt
UAH 24,585 thousand and nil, respectively, walezlged as collateral under loans due to the
National bank of Ukraine (Note 22).

As at 31 Decetmer 2008 and 2007 bonds issued by banks and other companies in the amount of
UAH 9,780 thousand and UAH 95,395 thousand, respectively, were pledged as collateral under
repurchase agreements due to banks (Note 23).

As at 31 December 2008 bonds issuedtiyiocompanies in the amount of

UAH 11,117 thousand were pledged as collateral under repurchase agreements due to customers
(Note 24).
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19. PROPERTY, PLANT AND EQUIPMENT

Property plant and equipment comprise:

Buildings Furniture Construction Total

and other and in

real estate equipment progress
At initial/revalued cost
31 December 2006 204,738 100,980 147,001 452,719
Additions 9,337 11,850 210,537 231,724
Revaluation increase 107,237 - 54,717 161,954
Trarsfers 63,018 44,259 (107,277) -
Disposals - (3,967) - (3,967)
Transfers to Investment property (2,620) - - (2,620)
31 December 2007 381,710 153,122 304,978 839,810
Additions 2,772 30,436 196,507 229,715
Revaluationrdeaease (127,293) - (47,636) (174,929)
Transfers 213666 70,201 (283867) -
Disposals - (8,240) - (8,240)
Transfers from Investment proper! 1,234 - - 1,234
31 December 2008 472,089 245519 169982 887,590
Accumulated depreciation
31 December 2006 - 44,448 - 44,448
Charge for the year 4,573 20,530 - 25,103
Eliminated on revaluation (4,573) - - (4,573)
Eliminated on disposals - (3,558) - (3,558)
31 December 2007 - 61,420 - 61,420
Charge for the year 7,343 44,075 - 51,418
Eliminated on revaluation (7,343) - - (7,343)
Eliminated on disposals - (7,326) - (7,326)
31 December 2008 - 98,169 - 98,160
Net book value
31 December 2008 472,089 147,350 169,982 789,421
31 December 2007 381,710 91,702 304,978 778,390

As at31 December 2008 and 31 December 2i@0lided in property, plant and equipment were

fully depreciated assets of UARB,024thousands andAH 15,723 thousands, respectively.

Buildings and construction in progress owned by the Bank were revalieddpendent

appraisers aat31 December 208 The following methods used for estimation fair value of
buildings and office premises: incomepdalization and sales comparison methods in respect of
property. For the estimation of the final value, certain weights were assigned to the results

obtained using different approaches, depending on the degree to whastinfeges met the

following chaacteristics: reliability and completeness of the information, specifies the valued

property and other.
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21.

Had thebuildings been carried under the cost mothed,total carrying amoumf property a as at
31 December 2008 and 2007 would have been recafimizee amount ofUAH 298,067
thousand and UAH 30,426 thousand, respectively. Hadhbbédings not put into operation
(included in construction in progredsgen carried under the cost model, their total carrying
amount would have been recognized t3laDecember 2008 and 2007 in the amount of

UAH 116,307thousand and UAH 187,869 thousand, respectively.

As at 31 December 2008 the property in the amount of UAH 170,787 thousanpledged as
collateralunder loans due to the National bank of Ukrgdete 22).

INVESTMENT PROPERTY

Year ended Year ended
31 December 31 December
2008 2007

At fair value
At the beginning of the period 17,031 9,241
Transferredto)/from property, plant and equipment (1,234) 2,620
Changes in fair value (2,010) 5,170
Net book value 13,787 17,031

Included in operating lease income is investment property rental income f@atkended
31 December 2008 and 2007 of to UAKKM0O0thousand and UAH,168thousand, respectively.

Operating expensesigsing from the investment property that generated rental income during the

years ended 31 December 2008 and 2007 amounted to 88¥Hhousand and
UAH 352thousand, respectively.

OTHER ASSETS

Other assets comprise:

31 December 31 December
2008 2007
Financialderivatives $wap 54,183 -
Fair value of spot contracts 10,447 -
Intangible assets 6,563 2,528
Prepayments and other accounts receivable 5,312 2,241
Prepayments for property 4,302 30,392
Prepayment for other assets 4,179 2,919
Prepaid expenses 4,175 1,527
Other income accrued 3,344 4,580
Advantage for stationery and other materials 1,812 1,319
Other 890 79
95,207 45,585
Less allowance for impairment losses (4,013) (1,631)
Total other assets 91,194 43,954
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Movements in allowances for impairment losses on other assets ya@athended31 December

2008 and 200@re disclosed in Note 6.

Intangible assets include software, patents and licenses.

At cost
31 DecembeR006

Additions
Transfers
Disposals

31 December 2007

Additions
Transfers
Disposals

31 December 2008
Accumulated amortization
31 December 2006

Charge for the year
Eliminatedon disposals

31 December 2007

Charge for the year
Eliminated on disposals

31 December 2008
Net book value

31 December 2008
31 December 2007

LOANS FROM THE NATIO NAL BANK OF UKRAINE

Loans fromtheNational Bank of Ukraineomprise:

Currency Maturity
Shortterm refinancing loan UAH 26 October 2009
Shortterm refinancing loan UAH 15 June 2009
Shortterm refinancingdan UAH 22 September 200¢
Shortterm refinancing loan UAH 8 April 2009
Shorttermstabilizationloan UAH 18 September 200¢

Total loans from the National Bank
of Ukraine
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Interest
rate
%

1500%
1650%
16.50%
17.00%

18.00%

Intangible
assets,
total

2,566
2,017

)
4,581
5,399

9,980

1,640

415
)

2,053
1,364

3,417

6,563
2,528

31 December
2008

1,000,000
108,000
108,000

12,500

1,228,500

255,691

1,484,191
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As at 31 December 2008 accrued interest expenses included intdaéNational Bank of
Ukraing amounted to UAHL91 thousand.

Loans from the National Bank of Ukraine were received for refinancing and liquidity
stabilization purposes (N®32).

As at 31 December 20QBe followingassetand equitywere pledged undéoans fromthe
National Bank of Ukrainénominalvalue:

Notes 31 December

2008
Loans to customers 17 1,026,597
Shares of the Bank, owned by other companies 460567
Property, plant and equipment 19 170,787
Debt securities issued by local authorities 18 24,585
Total assetsand equity pledged 1,682,536

DUE TO BANKS

Due to banks comprise:

Correspodent accounts

Time deposits

Loans under repurchase agreements

Total due to banks

31 December

31 December

2008 2007
(restated

590,469 217,100
388,522 553,343
9,780 95,395
988,771 865,838

As at 31 December 2008 and 2007 accrued interest expenses included in due to banks amounted
to UAH 533 thousand and UARB08thousand, respectively.

As at 31 December 2008 and 2007 loans to banks included loans under repurchase agreements in
the amount of UAHD,780thousand and UAH 95,395 thousand, secured by bonds of Ukrainian
companies with carrying W@e of UAH 9,780thousand and UAH 95,395 thousand, which
approximates their fair valy&lote 18)

As at 31 December 2008 and 2007 the due to banks in the amounts of
UAH 835,908thousand §5%) and UAH695,506thousand§0%), respectively, were due to ten
banks, which represents significant concentration.

As at 31 December 2008 and 20fiiie andhree loans to customerstime amountof
UAH 557,253housand and UAK8,720thousand, respectively, were pledged as collateral under
deposit received from anahbank (Notel7).

Loan agreement with the State Explonport Bank of Ukraine stipulates that the Bank shall
comply with certain covenant®s at 31 December 2008 the Bank wasina@ompliance with
certain financial covenants setthreloan agreementin case of breaching the covenants the
borrowed funds can be withdrawn before maturitherefore the loan is presented as current
liability in the liquidity risk disclosure as at 31 December 2008 (Note 38).
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CUSTOMER ACCOUNTS

Customer accounts conipe:

Time deposits
Repayable on demand
Loans under repurchase agreements

Total customer accounts

31 December

31 December

2008 2007
6,656,555 3,880,466
1,366,917 1,356,873

11,117 -
8,034,589 5,237,339

As at31 December 2008 ardl Deember 2007 accrued interest expenses included in customers

accounts amounted tdéAH 200,64 3thousand antddAH 89,708thousand, respectively.

As at 31 December 2008 and 2007 customer accounts amounted th4J@¢6thousand and

UAH 40,320 thousand, respaly, were held as collateral against guarantees issued.

As at 31 December 2008 and 2007 customer accounts of 1 )@00,61 thousandZ0%) and
UAH 1,411,643 thousand (27%), respectively, were due to twenty customers, which represents

significant concenttion.

As at 31 December 2008 customer accounts included loans under repurchase agreements
amounting to UAH 11,117 thousand which were pledged by bonds of other companies with
carrying value UAH 11,117 thousand, which correspondbeinfair value(Note 18).

Analysis by sector:
Individuals

Transport and communication
Other services

Trade

Construction

Insurance

Energy

Finance sector

Manufacturing

Mining and metallurgy
Agriculture and food processing
Other

Total customer accounts

DEBT SECURITIES ISSUED

Debt securities issued comprise:

Maturity Date of option Annual
on early coupon rate
redemption %

Debt securiti 30 July 2012 3 August 2009 12.00

Debt securiti 14June?2011 16 July 2009 16.00
Bonds secured by mortgage

| oans (ser i e 25February2010 - 10.50

Debt secur it il8September20122 September 20! 16.00

Total debt securities issued
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31 December

31 December

2008 2007
5,660,462 3,124,175
521,899 301,167
400,532 448,360
389,097 356,877
246,027 208,281
223079 196,676
163,333 31,581
120,221 169,366
104,291 272,352
102,893 20,755
101,512 59,933
1,243 47,816
8,034,589 5,237,339

31 December

31 December

2008 2007
132,680 248738
64,340 94,658
14,544 24,832
6,126 19,144
217,690 387,372




