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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 
STATEMENT OF MANAGEMENTôS RESPONSIBILITIES FOR THE 
PREPARATION AND APPROVAL OF THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 

 

The following statement, which should be read in conjunction with the independent auditorsô 

responsibilities stated in the independent auditorsô report set out on pages 2-3, is made with a view to 
distinguish the respective responsibilities of management and those of the independent auditors in 

relation to the financial statements of Open Joint Stock Bank ñUkrGasBankò (the ñBankò). 

 
Management is responsible for the preparation of the financial statements that present fairly the financial 

position of the Bank at 31 December 2008, the statements of its operations, cash flows and changes in 

equity for the year then ended, in accordance with International Financial Reporting Standards (ñIFRSò). 

 
In preparing the financial statements, management is responsible for: 

 

¶ Selecting suitable accounting principles and applying them consistently; 

¶ Making judgments and estimates that are reasonable and prudent; 

¶ Stating whether IFRS have been followed, subject to any material departures disclosed and 

explained in the financial statements; and 

¶ 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: 

 

¶ Designing, implementing and maintaining an effective and sound system of internal controls, 

throughout the Bank; 

¶ Maintaining proper accounting records that disclose, with reasonable accuracy at any time,  

the financial position of the Bank, and which enable them to ensure that the financial statements of 

the Bank comply with IFRS; 

¶ Maintaining statutory accounting records in compliance with legislation and Ukrainian 

accounting standards; 

¶ Taking such steps as are reasonably available to them to safeguard the assets of the Bank; and 

¶ Detecting and preventing fraud, errors and other irregularities. 
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INDEPENDENT AUDITORSô REPORT 
 

To the Shareholders and the Board of Directors of Open Joint Stock Bank ñUkrGasBankò: 

 
We have audited the accompanying financial statements of the OJSB ñUkrGasBankò, which comprise 

the  balance sheet as at 31 December 2008, and the statements of operations, changes in equity and cash 

flows for the year then ended, and a summary of significant accounting policies and other explanatory 

notes to these financial statements. 
 

Managementôs responsibility for the Financial Statements 

 
Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with International Financial Reporting Standards.  This responsibility includes: designing, 

implementing and maintaining internal control relevant to the preparation and fair presentation of 
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. 

 

Auditorôs responsibility 

 

Our responsibility 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 perform the 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 selected depend on the auditorôs judgment, including the 

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 relevant to the entityôs 

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 
the entityôs internal control.  An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of accounting estimates made by management, as well as evaluating 

the overall presentation of the financial statements. 

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

our audit opinion. 
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Opinion 

 

In our opinion, the financial statements present fairly, in all material respects the financial position of 

OJSB ñUkrGasBankò as at 31 December 2008, and its financial 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 attention to fact that the Bankôs financial position in 2008 

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 liquidity gap up to 1 year in the amount of 

UAH 3,904,170 thousand (Note 38) and non-compliance with certain debt covenants (Note 23, 26). 

This fact indicates the existence of uncertainty which may cast significant doubt on the Bankôs ability 
to continue as a going 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 

other managementôs plans concerning this matter.  The financial statements do not include any 
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 year ended 31 December 2007. 

 

 

 
 

10 July 2009 
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 

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) 
 

 Notes Year ended 

31 December 

2008 

 Year ended 

31 December 

2007 

(restated) 

     
Interest income 5, 33 1,523,484  786,862 

Interest expense 5, 33 (986,442)  (462,497) 

     
NET INTEREST INCOME BEFORE PROVISION FOR 

IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS  537,042  324,365 

     
Initial recognition adjustment on interest bearing assets  -  (274) 

Provision for impairment losses on interest bearing assets 6, 33 (1,028,373)  (94,399) 

     
NET INTEREST INCOME  (491,331)  229,692 

     
Net gain on foreign exchange operations  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 investments available-for-sale  22,844  20,242 
Net gain on financial assets at fair value through  profit or loss  -  657 

Net (loss)/gain on investment property 9 (610)  6,338 
Provision for impairment losses on other transactions 6 (39,680)  (5,288) 

Other income 10 6,735  3,640 

     
NET NON-INTEREST INCOME  555,375  187,600 

     
OPERATING INCOME  64,044  417,292 
     

OPERATING EXPENSES 11, 33 (668,209)  (300,857) 

     
(LOSS)/PROFIT BEFORE INCOME TAX   (604,165)  116,435 
     

Income tax benefit/(expense) 12 31,742  (34,726) 

     
NET (LOSS)/PROFIT  (572,423)  81,709 

     
EARNINGS PER SHARE, UAH 13 -  0.22 

 
 

 

 

 

 

 

 

 

 

 
 

 

 
 
The notes on pages 9-64 form an integral part of these financial statements.  
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 

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

 Notes 31 December  

2008 

 31 December 

2007 

(restated) 

ASSETS:     
Cash and balances with the National Bank of Ukraine 14 510,461  467,081 

Precious metals 15 87,165  24,722 
Financial assets at fair value through profit or loss  -  1,808 
Due from banks 16 1,299,734  1,446,054 
Loans to customers 17, 33 8,393,075  4,706,411 

Investments available-for-sale 18, 33 533,162  586,059 
Property, plant and equipment  19 789,421  778,390 
Investment property 20 13,787  17,031 

Other assets 21 91,194  43,954 

     
TOTAL ASSETS  11,717,999  8,071,510 

     
LIABILITIES AND EQUI TY     
     
LIABILITIES:      

Loans from the National Bank of Ukraine 22 1,484,191  - 
Due to banks 23 988,771  865,838 
Customer accounts 24, 33 8,034,589  5,237,339 

Debt securities issued 25 217,690  387,372 
Other borrowed funds 26 238,455  389,648 
Deferred income tax liabilities 12 59,247  142,599 
Other liabilities 27, 33 79,467  35,327 

Subordinated debt 28, 33 50,508  50,510 

     
Total liabilities  11,152,918  7,108,633 

     
EQUITY:     

Share capital 29 712,835  512,835 
Share premium 29 136,733  69,404 

Investments available-for-sale fair value reserve  -  54 
Property revaluation reserve  177,742  270,390 
(Accumulated deficit)/retained earnings  (462,229)  110,194 

     
Total equity  565,081  962,877 

     
TOTAL LIABILITIES AND EQUITY   11,717,999  8,071,510 
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 

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

  Share  

capital 

 Share  

premium 

Investments 

available-for-sale  

fair value  

reserve 

 Property 

revaluation 

reserve 

 (Accumulated 

deficit)/ 

Retained  

earnings 

 

 Total  

equity 

             31 December 2006  312,835  2,816  -  144,934  28,485  489,070 
                          

Share capital increase of ordinary shares  200,000  66,588  -  -  -  266,588 
Revaluation of available-for-sale investments  -  -  15,497  -  -  15,497 
Deferred tax attributable to revaluation of available-for- sale 

investments  -  -  (3,874)  -  -  (3,874) 
Disposal of available-for-sale investments  -  -  (15,425)  -  -  (15,425) 
Deferred tax attributable to disposal of available-for-sale 

investments  -  -  3,856  -  -  3,856 
Revaluation of property   -  -  -  167,274  -  167,274 

Deferred tax attributable to revaluation of property  -  -  -  (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 of ordinary shares  200,000  67,329  -  -  -  267,329 
Disposal of available-for-sale investments   -  -  (72)  -  -  (72) 
Deferred tax attributable to disposal of available-for-sale 

investments  -  -  18  -  -  18 
Revaluation of property   -  -  -  (123,531)  -  (123,531) 
Deferred tax attributable to revaluation of property  -  -  -  30,883  -  30,883 
Net loss  -  -  -  -  (572,423)  (572,423) 

             31 December 2008   712,835  136,733  -  177,742  (462,229)  565,081 
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 
STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 DECEMBER 2008 
(in Ukrainian Hryvnias and in thousands) 

 
 

  Year ended 
31 December 

2008 

 Year ended 
31 December 

2007 
(restated) 

CASH FLOWS FROM OPERATING ACTIVITIES:      

(Loss)/profit before income tax  (604,165)  116,435 

Adjustments for:     

Provision for impairment losses on interest bearing assets  1,028,373  94,399 

Provision for impairment losses on other transactions  39,680  5,288 

Unrealized gain and amortization of discounts on securities  (177,470)  (113,513) 

Change in fair value of investment property  2,010  (5,170) 

Impairment of property, plant and equipment and intangible 

assets  44,055 

 

747 

Unrealized (gain)/loss on foreign exchange operations  (265,092)  51,511 

Net change in fair value of derivative financial instruments  (70,263)  (6,673) 
Net change in other reserves  8,411  - 

Depreciation and amortization  52,782  25,518 

Net gain from property, plant and equipment and intangible 

assets disposal  (1,067) 

 

(116) 

Change in interest accruals, net  (15,592)  30,036 

Initial recognition of loans  -  274 

Other  -  501 

     
Cash flows from operating activities before changes 

in operating assets and liabilities  41,662 

 

199,237 

     
Changes in operating assets and liabilities     

(Increase)/decrease in operating assets:     

Minimum reserve deposit with the National Bank 
of Ukraine  (6,079) 

 
(49,333) 

Precious metals  (28,966)  (17,793) 

Financial assets at fair value through profit or loss   1,808  (1,808) 

Due from banks   246,176  (917,446) 

Loans to customers  (2,920,743)  (2,695,799) 

Other assets  8,391  2,190 

Increase/(decrease) in operating liabilities     

Loans from the National Bank of Ukraine  1,484,000  - 

Due to banks  (38,921)  544,911 

Customer accounts  1,359,246  2,514,481 

Other liabilities  (1,428)  23,361 

     
Cash inflow/(outflow) from operating activities before taxation  145,146  (397,999) 

     

Income tax paid  (20,556)  (4,435) 

     
Net cash inflow/(outflow) from operating activities  124,590  (402,434) 

     
CASH FLOWS FROM INVESTING ACTIVITIES:      

Purchase of property, plant and equipment and intangible assets  (209,024)  (238,894) 

Proceeds on sale of property, plant and equipment and 

intangible assets  1,981 

 

525 
Proceeds on sale of investments available-for-sale  7,696,490  5,381,994 

Purchase of investments available-for-sale  (7,627,441)  (5,448,597) 

     
Net cash outflow from investing activities  (137,994)  (304,972) 
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 
STATEMENT OF CASH FLOWS (CONTINUED) 
FOR THE YEAR ENDED 31 DECEMBER 2008 
(in Ukrainian Hryvnias and in thousands) 

     

 Notes Year ended 

31 December 

2008 

 Year ended 

31 December 

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  (1,452,662)  (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 by the Bank during the year ended 31 December 2008 amounted to  

UAH 878,288 thousand and UAH 1,399,738 thousand, respectively. 

 

Interest paid and received by the Bank during the year ended 31 December 2007 amounted to  

UAH 411,158 thousand and UAH 765,284 thousand, respectively. 

 

 
 
The notes on pages 9-64 form an integral part of these financial statements.  
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OPEN JOINT STOCK BANK ñUKRGASBANKò 
 
NOTES TO THE  FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2008 
(in Ukrainian Hryvnias and in thousands) 

 

1. ORGANISATION  

 

Open Joint Stock Bank ñUkrGasBankò (the ñBankò or ñUkrGasBankò) was legally established as 

a closed joint stock company on 22 August 1995 under the National bank of Ukraine (the 
ñNBUò) license #183, from the former Closed Joint Stock Bank ñHadjibeiò, which later was 

renamed to ñIntergazbankò.  On 27 May 1997 the Bank changed its name from Intergazbank to 

UkrGasBank.  Subsequently, on 10 October 1997, UkrGasBank was re-registered with the NBU 
as an open joint stock company.  In 1999, the Bank acquired two other Ukrainian banks ï 

ñService Bankò located in Uzhgorod region and ñUkrnaftogasbankò, which had a network of 

branches in different regions of Ukraine.  Effective dates of acquisition were 14 January and 
24 December 1999, respectively.  In 2002 UkrGasBank acquired another bank ï JSB ñNarodniy 

Bankò with effective date of acquisition 30 September 2002.  In November 2002 the Bank 

acquired branch in Kharkiv from JSB ñEnergobankò.  In 2003 the Bank acquired branch of 

OJSB ñZahidbudgasbankò in Kamyanets-Podilskiy.  Effective date of acquisition was 8 January 
2003.  Acquired banks lost their legal status and became branches of the Bank.   

 

The Bankôs primary business consists of trading with securities, foreign currencies, originating 
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 Bank has 14 and 18 branches operating in Ukraine, 365 

and 268 outlets operating in Ukraine, respectively.  
 

The number of employees of the Bank as at 31 December 2008 and 2007 was 5,005 and 3,449, 

respectively. 
 

As at 31 December 2008 and 2007, the following direct shareholders owned the issued shares: 
 

  
31 December 

2008, % 

 31 December 

2007, % 

    ñFinancial Investment Allianceò LLC 33.0  33.0 

ñCompany ñUkrgasinvest plusò LLC 19.0  18.0 

ñInvestanalitykò LLC 9.1  8.2 

ñUkrainian company of projects developmentò LLC 8.8  8.8 

ñUkrainian venture capitalò LLC 7.9  7.4 

ñBrokinvest-Laertò CJSC 3.9  3.1 

ñArsenal-investò LLC 3.9  3.9 
ñUkrainski budivelni innovatsiiò LLC 3.9  3.9 

ñNew Gas Technologyò LLC 3.5  4.9 

Gorbal V.M. 2.5  2.4 

National JSC ñNaftogas Ukraineò 1.3  1.8 

Other 3.2  4.6 

    
Total 100.0  100.0 

 
As at 31 December 2008 and 2007 Mr. Gorbal V.M. (47%) and Mr. Omelyanenko O.A. (37%) 

exercise control over the Bank through direct and indirect ownership. 
 
These financial statements were authorized for issue by the Board of Directors on 10 July 2009. 
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2. BASIS OF PRESENTATION 
 
Accounting basis ï These financial statements of the Bank have been prepared in accordance with 
International Financial Reporting Standards (the ñIFRSò) issued by the International Accounting 
Standards Board (the ñIASBò) and Interpretations issued by the International Financial Reporting 
Interpretations Committee (the ñIFRICò).  
 

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 at fair value of certain financial instruments according to International 

Accounting Standard (ñIASò) No. 39 ñFinancial Instruments: Recognition and measurementò, 
measurement of buildings at revalued amounts according to IAS No. 16 ñProperty, Plant and 

Equipmentò, and measurement of investment property at fair value, according to IAS No. 40 

ñInvestment Propertyò. 

 
In accordance with IAS No. 29 ñFinancial Reporting in Hyperinflationary Economiesò 

the economy of Ukraine was considered to be hyperinflationary during 2000 and prior years.  

Starting 1 January 2001, Ukrainian economy is no longer considered to be hyperinflationary and 
the values of non-monetary assets, liabilities and equity as stated in measuring units as of 

31 December 2000 have formed the basis for the amounts 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 conform with IFRS.  These adjustments include certain reclassifications to reflect the 

economic substance of underlying transactions including reclassifications of certain assets and 
liabilities, income and expenses to appropriate financial statement captions. 
 
Key assumptions ï The preparation 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 information available to the Bankôs management as 
of the date of the 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 period include: 

 
 31 December 

2008 

 31 December 

2007 
    

Financial assets at fair value through profit or loss -  1,808 

Loans to customers 8,393,075  4,706,411 

Investments available-for-sale 533,162  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 estimates allowances for impairment with the objective of 
maintaining balance sheet provisions at a level believed by management to be sufficient to 

absorb losses incurred in the Bankôs loan portfolio.  The calculation of allowance on impaired 

loans is based on assessments 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 

experience.  These determinations are supplemented by the application of management 

judgment. 
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The Bank considers accounting estimates related to allowance for loans key sources of 

estimation uncertainty because: (i) they are highly susceptible to change from period to 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 
the Bankôs estimated losses (as reflected in the allowance) and actual losses will require the Bank 

to take provisions which, if significantly different, could have a material impact on its future 

statement of operations and its balance sheet.  The Bankôs assumptions about estimated losses 
are based 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 investment property are measured at fair 

value.  At the date of financial statements the Bank performs revaluation only if fair value of 

buildings and office premises essentially change.   
 

The date of the latest appraisal was 31 December 2008.  The Bank performs revaluation on 

annual basis by attracting external appraiser.  The following methods were used for estimation 
fair value of buildings and office premises: income capitalization and sales comparison methods. 

 

In determining fair values of certain investments available-for-sale, for which a valuation technique 
was used as at 31 December 2008, the Bank applied following assumptions: 

¶ Assumption on the level of interest rates used for discounting - in the range from 11% to 22%; 

¶ Assumption on estimated timing of future cash flows (as presented in the maturity analysis); 

¶ Assumption on the level of credit risk by estimating allowance for impairment losses on the 

level of 23.45% of the gross amount of investments available-for-sale. 

 

The below table represents the effect that a change in each of the assumptions mentioned above 
would have on the carrying amount of investments available-for-sale: 

 
Assumption Change in 

assumption by: 

Effect on 

carrying 

amount 

Change in 

assumption by: 

Effect on 

carrying 

amount 
     

Interest rates used for discounting  +1% 15,851 -1% (16,943) 

     
Expected timing of future cash 

flows 

Later by  

one quarter 19,821 

Earlier by 

 one quarter (20,521) 

     
Effective rate of allowance for 

impairment losses +1% (114,165) -1% 114,165 

 

Taxation is discussed in Note 12. 
 

Functional currency ï The functional currency of these financial statements is Ukrainian Hryvnia 

(ñUAHò).  
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3. SIGNIFICANT ACCOUNTI NG POLICIES 

 

Recognition and measurement of financial instruments ï The Bank recognizes financial assets 
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 purchases of financial 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 plus, in the case of a financial 
asset or financial liability not at fair value through profit or loss transaction costs that are directly 

attributable to acquisition or issue of the financial asset or financial liability.  The accounting 

policies for subsequent re-measurement of these items are disclosed in the respective accounting 
policies set out below. 

 

Cash and cash equivalents ï Cash and cash equivalents include cash on hand, unrestricted 
balances on correspondent account with the National bank of Ukraine, advances to banks in 

countries included in the Organization for Economic Cooperation and Development (ñOECDò), 

except for margin deposits for operations with plastic cards.  For purposes of determining cash 

flows, the minimum reserve deposit required by the National bank of Ukraine is not included as a 
cash equivalent due to restrictions on its availability. 

 

Precious metals ï Assets and liabilities denominated in precious metals are translated at the 
current rate computed based on exchange rate effective at the end of reporting periods.   

 
 31 December  

2008 

 31 December 

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 with precious metals.  

 
Due from banks ï In the normal course of business, the Bank maintains advances and deposits for 

various periods of time with other banks.  Due from banks are measured at amortized cost using the 

effective interest method.  Amounts due from credit institutions are carried net of any allowance for 

impairment losses. 
 

Financial assets at fair value through profit or loss ï Financial assets at fair value through 

profit or loss represent derivative instruments or securities acquired principally for the purpose of 
selling them in the near future, or are a part of portfolio of identified financial instruments that are 

managed together and for which there is evidence of a recent and actual pattern of short-term 

profit taking or securities that upon initial recognition are designated by the Bank at fair value 

through profit or loss.  Financial assets at fair value through profit or loss are initially recorded and 
subsequently measured at fair value.  The Bank uses quoted market prices to determine fair value 

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 in the statement of operations for the period.  
The Bank does not reclassify financial instruments in or out of this category while they are held. 

 

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

recognized at fair value at the date a derivative contract is entered into and are subsequently re-

measured to their fair value at each balance sheet date.  The fair values are estimated based on 

quoted market prices or pricing models that take into account the current market and contractual 
prices of the underlying instruments and other factors.  
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Derivatives are carried as assets when their fair value is positive and as liabilities when it is 

negative.  Derivatives are included in other assets or liabilities in the balance sheet.  Gains and 

losses resulting from these instruments are included in Net gain/loss on foreign exchange 

operations in the statement of operations.  The Bank does not account for hedge operations. 
 

Repurchase and reverse repurchase agreements ï In the normal course of business the Bank 

enters into sale and purchase back agreements (ñreposò) and purchase and sale back agreements 
of financial assets (ñreverse reposò).  Repos and reverse repos are utilized by the Bank as an 

element of its treasury management 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 

amount equal to the cash or other 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 

banks or customer accounts. 

 
Assets purchased under reverse repos are recorded in the financial statements as loans to 

customers or due from banks. 

 
In the event that assets purchased under reverse repo are sold to third parties, the results are 

recorded with the gain or loss included in net gains/(losses) on respective assets.  Any related 

income or expense arising from the pricing difference between purchase and sale of the 

underlying assets is recognized as interest income or expense. 
 

Loans to customers ï Loans to customers are non-derivative assets with fixed or determinable 

payments that are not quoted in an active market other than those classified in other categories of 
financial assets. 

 

Loans granted by the Bank are initially recognized at fair value plus related transaction costs.  

Where the fair value of consideration given does not equal the fair value of the loan, for example 
where the loan is issued at lower than market rates, the difference between the fair value of 

consideration given and the fair value of the loan is recognized as a loss on initial recognition of the 

loan and included in the statement of operations according to nature of these losses.  
Subsequently, loans are carried at amortized cost using the effective interest method.  Loans to 

customers are carried net of any allowance for impairment losses. 

 
Write off of loans and advances ï Loans and advances are written off against allowance for 

impairment losses based 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 ï The Bank accounts for impairment losses of financial assets 

when there is objective evidence that a financial asset or group 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 financial assetôs original effective interest rate, for financial assets which are 

carried at amortized cost.  If in a subsequent period the amount of the impairment loss decreases 
and the decrease can be related objectively to an event occurring after the impairment was 

recognized, the previously recognized impairment loss is reversed.  For financial assets carried at 

cost, the impairment losses are measured as the difference between the carrying amount of the 

financial asset and the present value of estimated future cash 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 individually 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 shown in the 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 debtorsô or issuersô liquidity, solvency and business and financial risk exposures, levels of 
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 sufficient 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 evaluation of losses includes a subjective factor.  The management of 

the Bank believes that the amount of recorded impairment is sufficient to cover losses incurred 
on assets subject 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 assets) is derecognized where: 

 

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

¶ 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 obligation to pay them in full 

without material delay to a third party under a ópass-throughô arrangement; and 

¶ the Bank either (a) has transferred substantially all the risks and rewards of the asset, or 

(b) has neither transferred nor retained substantially all the risks 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 contractual rights to 

receive the assetôs cash flows; or (b) retains the right to the assetôs cash flows but assumes a 
contractual obligation to pay those cash flows to a third party.  After a transfer, the Bank 

reassesses the extent to which it has retained the risks and rewards 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.  If substantially all the risks and rewards have been neither retained nor 

transferred, the Bank assesses whether or not is has retained control of the asset.  If it has not 

retained control, the asset is derecognized.  Where the Bank has retained control of the 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 financial liability 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 de-recognition of the original liability and the recognition of a new 

liability, and the difference in the respective carrying amounts is recognized in the income 
statement. 
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Investments available-for-sale ï Investments available-for-sale represent debt and equity 

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

initially recorded at fair value.  Subsequently the securities are measured at fair value, with such 

re-measurement recognized directly in equity until sold when gain/loss previously recorded in 
equity recycles through the statement of operations, except for impairment losses, foreign 

exchange gains or losses and interest income accrued using the effective interest method, which 

are recognized directly in the statement of operations.  
 

The Bank uses quoted market prices to determine the fair value for the Bankôs investments 

available-for-sale.  
 

If  the market for investments is not active, particularly in case of bonds issued for financing of 

construction (Note 18), the Bank establishes fair value by using a valuation technique.  

Valuation techniques include discounted cash flow analysis.  For other non-market investments 
the valuation techniques include recent armôs length market transactions between 

knowledgeable, willing parties, reference to the current fair value of another instrument that is 

substantially the same, and option pricing models.  If there is a valuation technique commonly 
used by market participants to price the instrument and that technique has been demonstrated to 

provide reliable estimates of prices obtained in actual market transactions, the Bank uses that 

technique.  Interest earned on investments available-for-sale is reflected in the statement of 
operations as interest income on investment available-for-sale. 

 

Non-marketable debt and equity securities are 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 

previously recognized in equity is removed from equity and recognized in the statement of 
operations for the period.  Reversals of such impairment losses on debt instruments, which are 

objectively related to events occurring after the impairment, are recognized in the statement of 

operations for the period.  Reversals of such impairment losses on equity instruments are not 

recognized in the statement of operations. 
 

Property, plant and equipment and intangible assets ï Property, plant and equipment and 

intangible assets, except for buildings 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 assets, acquired before 1 January 2001 are carried at 

historical cost restated for inflation less accumulated depreciation and any recognized impairment 
loss, if any. 

 

Depreciation is charged on the historical (revalued) cost of property, plant and equipment and 

intangible assets and is designed to write 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 appeared 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 incurred and included 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 recoverable amounts, and 

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 impairment loss the depreciation charge for property, plant and equipment 

and intangible assets is adjusted in future periods to allocate the assetsô revised carrying value, 
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 the balance sheet at their revalued amounts, being the fair value at the date of 

revaluation, determined from market-based evidence by appraisal undertaken 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 materially from 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 revaluation decrease for the 

same asset previously recognized as an expense, in which case the increase is credited to the 
statement of operations to the extent of the decrease previously charged.  A decrease in carrying 

amount arising on the revaluation of such land and buildings is charged as an expense to the 

extent that it exceeds the balance, if any, held in the property revaluation reserve relating to a 

previous revaluation of that asset. 
 

Depreciation on revalued buildings is charged to statement of operations.  On the subsequent sale 

or retirement of a revalued property, the attributable revaluation surplus remaining in the 

property revaluation reserve is transferred directly to retained earnings. 
 

Investment property ï Investment property, comprising office buildings, is held for long-term 
rental yields or appreciation in value and is not occupied by the Bank.  Investment property is 

initially measured at cost together with transaction costs.  Subsequent to initial recognition, 

investment property is carried at the revalued amount, being the fair value at the date of 
revaluation, determined from market-based 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 sheet date. Gains and losses arising from 
changes in the fair value of investment property are included in profit or loss in the period in which 

they arise. 
 

Taxation ï 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 profit as reported in the  statement of operations because 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.  The Bankôs current tax expense is calculated using tax rates that have been 
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 tax bases used in 

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 that it is probable 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 

than in a business combination) of other assets and liabilities in a transaction that affects neither the 

tax profit nor the accounting profit.
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Deferred tax liabilities are recognized for taxable temporary differences arising on investments in 

subsidiaries and associates, and interests in joint ventures, except where the Bank is able to 

control the reversal of the temporary difference and it is probable that the temporary difference will 

not reverse in the foreseeable future. 
 

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to 

the extent 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 that are expected to apply in the period when the 
liability is settled or the asset is realized.  Deferred tax is charged or credited in the statement of 

operations, except when it relates to items charged or credited directly to equity, in which case the 

deferred 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: 
 

¶ The Bank has a legally enforceable right to set off current income tax assets against current 

income tax liabilities; and 

¶ 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, which are assessed on the Bankôs activities.  These taxes are 
included as a component of operating expenses in the statement of operations. 

 

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

subordinated debt ï Due to banks, customer accounts, debt securities issued, other borrowed 
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 the statement of operations over the period of the borrowings using the effective 
interest method. Those that do not have fixed maturities are carried at amortized cost based on 

expected maturities. 

 
Provisions ï Provisions are recognized when the Bank has a present legal or constructive 

obligation as a result of past 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 letters of credit ï 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 specified debtor fails to make payment 
when due 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 provision and (b) the amount initially 
recognized less, where appropriate, cumulative amortization of initial premium revenue received 
over the financial guarantee contracts or letter of credit issued. 
 
Contingencies ð Contingent liabilities are not recognized in the balance sheet but are disclosed 

unless the possibility of any outflow in settlement is remote.  A contingent asset is not recognized 

in the balance sheet but disclosed when an inflow of economic benefits is probable. 
 
Share capital and share premium ï 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.  Share premium represents the excess of contributions 
over the nominal 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 are declared after the balance sheet date are treated as a subsequent 
event under International Accounting Standard 10 ñEvents after the Balance Sheet Dateò 
(ñIAS 10ò) and disclosed accordingly. 
 

Retirement and other benefit obligations ï In accordance with the requirements of Ukrainian 

legislation the Bank withholds amounts of pension contributions from employee salaries and pays 

them to state pension fund.  State pension system provides for the calculation of current payments 
by the employer as a percentage of current total payments to staff.  This expense is charged in the 

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

by the State pension fund.  Also the Bank has defined contribution pension arrangements with 
the ñAdministrator of pension funds ñUkraine-serviceò LLC, which requires current 

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.  The Bank has no post-retirement 
benefits or other significant compensated benefits requiring accrual. 
 
Recognition of income and expense ï Interest income and expense are recognized on an accrual 

basis using the effective interest method.  The effective interest method is 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 interest rate is the rate that exactly discounts estimated future cash 

payments or receipts through the expected life of the financial instrument or, when appropriate, 
a shorter 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 the purpose 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 interest rate of the loan.  Where it is probable that a loan commitment will 
lead to a specific lending arrangement, the loan commitment fees are deferred, together with the 
related direct costs, and recognized as an adjustment to the effective interest rate of the resulting 
loan.  Where it is unlikely that a loan commitment will lead to a specific lending arrangement, the 
loan commitment fees are recognized in the statement of operations over the remaining period of 
the loan commitment.  Where a loan commitment expires without resulting in a loan, the loan 
commitment fee is recognized in the statement of operations on expiry. Loan servicing fees are 
recognized as revenue as the services are provided. Loan syndication fees are recognized in the 
income statement when the syndication has been completed. All other commissions are recognized 
when services are provided. 
 
Operating leases ï Leases of assets under which the risks and rewards of ownership are effectively 
retained with the lessor are classified as operating leases.  Lease payments under operating lease are 
recognized as expenses on a straight-line basis over the lease term and included into operating 
expenses. 
 
Foreign currency translation ï Monetary assets and liabilities denominated in foreign currencies 
are translated 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 translations are included in net gain on foreign 
exchange operations. 
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Rates of exchange ï The exchange rates at the end of periods used by the Bank in the 

preparation of the financial statements are as follows: 

 
 31 December 

2008 

 31 December 

2007 

    

UAH/1 US Dollar 7.70000  5.05000 

UAH/1 Euro 10.85546  7.41946 

 

Offset of financial assets and liabilities ï Financial assets and liabilities are offset and reported 
net on the balance sheet when the Bank has a legally enforceable right to set off the recognized 

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 transfer of a financial asset that does not qualify for 

derecognizing, the Bank does not offset the transferred asset and the associated liability. 
 
Fiduciary activities ï 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 accepted and liabilities incurred under the fiduciary activities are not 
included in the Bankôs financial statements.  The Bank accepts the operational risk on these 

activities, but the Bankôs customers bear the credit and market risks associated with such 

operations. 
 
Segment reporting ï 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 economic environment (geographical segment), which is subject to risks and 

rewards that are different from those of other 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 are reported separately.  Geographical 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 of new standards  ï 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 December 2008. The adoption of these new and revised Standards and Interpretations has not 

resulted in significant changes to the Bankôs accounting policies that have affected the amounts 
reported for the current period. 

 

Amendments to IAS 1 ñPresentation of Financial Statementsò, titled ñCapital Disclosuresò ï 

On 18 August 2005, the IASB issued an amendment to IAS 1 which requires certain disclosures 
to be made regarding the entityôs objectives, policies and processes for managing capital. 

Additional information was disclosed in the financial statements for the current and comparative 

reporting periods as required by amended IAS 1. 
 

Amendments to IAS 39, ñFinancial Instruments: Recognition and Measurementò, and IFRS 7, 

ñFinancial Instruments: Disclosuresò, titled ñReclassification of Financial Assetsò ï 
On 13 October 2008 IASB issued amendments to IAS 39 and IFRS 7 which permits certain 

reclassifications of non-derivative financial assets (other than those designated as at fair value 

through profit or loss at initial 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 
available-for-sale category to the loans and receivables category in particular circumstances. 

The amendments 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 adopted ï At the date of authorization of these 

financial statements, other than the Standards and Interpretations adopted by the Bank in advance of 

their effective dates, the following Interpretations (applicable to the Bankôs activities) were in issue 

but not yet effective. 
 

IFRIC 9  ï ñReassessment of Embedded Derivativesò which requires that there should be no 

reassessment of whether an embedded derivative should be separated from the host contract after 

initial recognition, unless there have been changes to the contract.  The adoption of IFRIC 9 had no 
impact on the Bankôs profit or loss or financial position.  
 

IFRS 8 ï The IASB issued IFRS 8 ñOperating Segmentsò in December 2006.  This will replace 

IAS 14 ñSegment Reportingò for accounting periods beginning on or after 1 January 2009. IFRS 8 

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 1 ï On 6 September 2006, the IASB issued an amendment to IAS 1 which changes the way in 

which non-owner changes in equity are required to be presented in IFRS but does not require that 

these be renamed in the entityôs financial statements.  The amendment to IAS 1 is effective for 
periods beginning on or after 1 January 2009. 
 

 

4. RESTATEME NTS AND RECLASSIFICATION S 
 

Restatements ï In 2008 the Bankôs management discovered certain types of transactions in the 

financial statements for the year ended 31 December 2007 which were not properly recorded.  

In accordance with IAS 8 ñAccounting Policies, Changes in Accounting Estimates and Errorsò  

the correction of the financial statements was done retrospectively.  Comparative amounts were 
restated and the corrections were made to the earliest prior period presented.  
 

The effect of the adjustments made to the financial statements for the year ended  

31 December 2007 is as follows: 
 

Type of correction Amount of 

correction 

Financial 

statements 

item 

 

As previously 

reported 

31 December 

2007/  

Year ended 

31 December  

2007 

 

As restated  

31 December 

2007/ 

 Year ended 

31 December 

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 financial 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 
 

(508,361) 
 

(462,497) 
Presentation of net gain from financial 

derivatives 26,587 
Net gain on foreign 
exchange operations 

 

45,464 
 

72,051 

Statement of cash flows   
 

 
 

 

Elimination of financial derivative operations (6,673) 

Net change in fair value of 
derivative financial 

instruments 
 

- 
 

(6,673) 

Elimination of financial derivative operations 44,846 
Unrealized loss on foreign 

exchange operations 
 

6,665 
 

51,511 

Elimination of financial derivative operations 127 
Change in interest 

accruals, 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 (1,695,402) Due to banks 
 

2,240,313 
 

544,911 

Elimination of financial derivative operations 11,266 Other liabilities 
 

12,095 
 

23,361 
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Reclassifications ï Certain reclassifications have been made to the financial statements as at 

31 December 2007 and for the year then 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 

item 

Nature of 

reclassification 

Amount Amount as 

previously 

reported 

Amount after 

reclassification 

Statement of cash flows     
Impairment of property, plant 

and equipment and intangible 
assets Reclassification 747 - 747 

Purchase of property, plant and 
equipment and intangible assets 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 

 

 

5. NET INTEREST INCOME  
 
 Year ended  

31 December 
2008 

 Year ended  
31 December 

2007 
(restated) 

Interest income comprises:    

Interest income on assets  for which allowance for impairment 

loss was created, including assets assessed on a portfolio 

basis   1,194,930  608,839 

Interest income on unimpaired assets 328,554  178,023 

    
Total interest income 1,523,484  786,862 

    
Interest on loans to customers 1,157,173  608,839 

Interest on due from banks 157,679  53,119 

Interest income on investments available-for-sale 208,632  124,737  

Interest income on assets at fair value through profit or loss -  167 

    
Total interest income 1,523,484  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 the National Bank of Ukraine (33,974)  - 
Interest expense on debt securities issued by the Bank  (50,924)  (25,737) 

Interest on other borrowed funds (23,758)  (17,558) 

Interest on subordinated debt (6,000)  (6,000) 

    
Total interest expense  (986,442)  (462,497) 

    
Net interest income before provision for impairment losses 

on interest bearing assets 537,042  324,365 
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6. ALLOWANCE FOR IMPAIR MENT LOSSES, OTHER PROVISIONS 

 

The movements in allowance for impairment losses on interest earning assets were as follows: 
 

 Due from  

banks 

 Loans to 

customers 

 Investments 

available-for -

sale 

 Total 

        
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  161,499  1,028,373 
Write-off of assets (36)  (7,713)  -  (7,749) 

        
31 December 2008 1,954  1,051,571  161,499  1,215,024 

 
The movements in other allowances were as follows: 

 
 Investments 

available-for -sale  

 Other 

assets 

 Guarantees  

and other 

commitments 

 Total 

        

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 1,524  2,864  35,292  39,680 

Write-off of assets -  (482)  -  (482) 

        
31 December 2008 1,800  4,013  42,389  48,202 

 

 
 

7. NET GAIN ON FOREIGN EXCHANGE OPERATIONS  

 

Net gain on foreign exchange operations comprises: 

 
 Year ended  

31 December 

2008 

 Year ended  

31 December 

2007 

(restated) 

    
Currency sale/purchase transactions for the clients of the Bank 117,586  17,230 
Exchange operations with cash currency 70,070  18,225 

Arbitration operations 38,667  8,425 

(Loss)/gain on 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 include spot and currency swap operations. 
 

Spot operations are straightforward exchange of one currency for another when the settlement 

date is the second business day after the trade date. 
 

Currency swap combines two transactions with different dates of settlement: buying, selling a 

particular amount of currency for a specific date according to the 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 Bankôs demand for foreign currency funds. 

 

 

8. FEE AND COMMISSION I NCOME AND EXPENSE 

 

Fee and commission income and expense comprise: 
 
 Year ended  

31 December 

2008 

 Year ended 

 31 December 

2007 

    

Fee and commission income:    

Settlements 113,795  73,139 

Foreign exchange operations 26,162  18,113 

Loan operations 9,876  6,369 

Issuing guarantees  5,688  4,063 

Securities operations  3,647  1,897 

Other 240  2,570 

    

Total fee and commission income 159,408  106,151 

    
Fee and commission expense:    

Settlements (14,278)  (10,705) 

Foreign currency operations (8,208)  (5,957) 

Other (1,839)  (1,240) 

    

Total fee and commission expense (24,325)  (17,902) 

     

 

9. NET (LOSS)/GAIN ON I NVESTMENT PROPERTY  

 

Net (loss)/gain on investment property comprises: 

 
 Year ended 

31 December 

2008 

 Year ended 

31 December 

2007 

    

Change in fair value of investment property (2,010)  5,170 

Rental income on investment property 1,400  1,168 

    

Total net (loss)/gain on investment property (610)  6,338 
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10. OTHER INCOME  

 

Other income comprises: 
 

 Year ended 

31 December 
2008 

 Year ended 

31 December 
2007 

    

Fines and penalties received 2,850  960 

Other non-banking income 1,290  824 

Gain from sale of property, plant and equipment 1,067  257 

Other 1,528  1,599 

    

Total other income 6,735  3,640 

 
 

11. OPERATING EXPENSES 
 
Operating expenses comprise: 
 
 Year ended 

31 December 

2008 

 Year ended 

31 December 

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 Individual Deposit Guarantee Fund  18,303  9,823 

General bank expenses 12,323  8,590 

Payments to non-government 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 subsidiaries operate and which may 

differ from International Financial Reporting Standards. 

 
The Bank is subject to certain permanent tax differences due to non-tax deductibility of certain 

expenses and a tax free regime for certain income. 

 
Deferred taxes reflect the 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.  

Temporary differences as at 31 December 2008 and 2007 relate mostly to different methods of 

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 

2008 

 31 December 

2007 

    
Deductible temporary differences:    

Allowance for 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 870,385  36,794 

    

Taxable temporary differences:    

Investments available-for-sale (440,571)  (228,887) 
Property, plant and equipment  (210,538)  (373,800) 

Accrued interest (7,323)  - 

Allowance for impairment of assets -  (4,505) 

    

Total taxable temporary differences (658,432)  (607,192) 

    

Net deductable/(taxable) temporary differences 211,953  (570,398) 

Net deferred tax asset/(liability) at the statutory tax rate (25%) 52,988  (142,599) 

Deferred tax asset not recognized (112,235)  - 

    

Net deferred tax liability (59,247)  (142,599) 

 
Relationships between tax expenses and accounting profit for the years ended 31 December 2008 

and 2007 are explained as follows: 

 
 Year ended  

31 December 

2008 

  Year ended 

 31 December 

2007 

    

(Loss)/profit before income tax (604,165)  116,435 

    
Statutory tax rate 25%  25% 

Tax at the statutory tax rate (151,041)  29,109 

Tax effect of permanent differences 7,064  5,617 

Change in deferred tax asset not recognized 

 
112,235  - 

    

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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Deferred income tax liabilities 

Year ended 

 31 December 

2008  

Year ended  

31 December 

2007 

    

Beginning of the period 142,599  70,272 

    
Deferred income tax (benefit)/expense  (52,451)  30,491 

Tax effect of changes in property revaluation reserve  (30,883)  41,818 

Tax effect of changes in investments available-for-sale fair value 

reserve (18)  18 

    
End of the period 59,247  142,599 
 

 

 
 

13. EARNINGS PER SHARE 
 
 Year ended  

31 December 

2008 

  Year ended 

 31 December 

2007 

    

    

Net (loss)/profit for the year (572,423)  81,709 

Weighted average number of ordinary shares for basic 

earnings per share 558,266,091  366,920,182 

    
Earnings per share ï basic (UAH) -  0.22 

 
 

14. CASH AND BALANCES WI TH THE NATIONAL BANK  OF UKRAINE  
 
 31 December 

2008 

 31 December 

2007 

    
Cash 398,957  253,887 

Balances with the National bank of Ukraine 111,504  213,194 

    
Total cash and balances with the National bank of Ukraine 510,461  467,081 

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

UAH 111,504 thousand and UAH 105,425 thousand, respectively, which represent the obligatory 

minimum reserve deposits with the NBU.  The Bank is required to maintain the reserve balance 
at the NBU at all times.  

 

As at 31 December 2008 the Bank required to maintain UAH 179,649 thousand (average for 
December 2008 ï UAH 182,868 thousand) as obligatory minimum reserve deposit on the 

correspondent account with the NBU.  However, the deposit amount as at 31 December 2008 

was in the amount of UAH 111,504 thousand.  The amount of obligatory reserve is set by the 

NBU for each month.  The Bank is obliged to maintain this amount as monthly average balance.  
The average amount of obligatory reserve maintained by the Bank during December was higher 

than UAH 182,868 thousand set by the NBU. 
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Cash and cash equivalents for the purposes of the statement of cash flows comprise the 

following: 

 
 31 December 

2008 

 31 December 

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 Ukraine  (111,504)  (105,425) 

    
Less restricted cash for operations with plastic cards (Note 16) (85,977)  (39,096) 

    

Total cash and cash equivalents 454,199  400,221 

 

 
 

15. PRECIOUS METALS 

 

Precious metals comprise: 
 
 31 December 

2008 

 31 December 

2007 

    

Gold in vault 87,165  24,721 
Silver in vault -  1 

    
Total precious metals 87,165  24,722 

 

 
 

 

 

16. DUE FROM BANKS 
 
Due from banks comprise: 
 
 31 December 

2008 

 31 December 

2007 

(restated) 

    
Time deposits with other banks 719,397  1,176,645 

Correspondent accounts 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 allowances for impairment losses on balances due from banks for the years ended 
31 December 2008 and 2007 are disclosed in Note 6. 
 
Included in due from banks is accrued interest in the amount of UAH 7,203 thousand and 
UAH 768 thousand as at 31 December 2008 and 31 December 2007, respectively. 
 
As at 31 December 2008 and 31 December 2007 the Bank had due from eight and five banks 
totaling UAH 1,018,462 thousand and UAH 981,305 thousand, respectively, which individually 
exceeded 10% of the Bankôs equity. 
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As at 31 December 2008 and 31 December 2007 the maximum credit risk exposure on due from 
banks amounted to UAH 1,299,734 thousand and UAH 1,446,054 thousand, respectively. 
 
As at 31 December 2008 and 31 December 2007 included in balances due from banks are 
guarantee deposits placed by the Bank for its operations with plastic cards in the amount of 
UAH 85,977 thousand and UAH 39,096 thousand, respectively. 
 
 
 

17. LOANS TO CUSTOMERS 

 

Loans to customers comprise: 
 
 31 December 

2008 

 31 December 

2007 

    

Loans to customers 9,414,280  4,817,921 

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 impairment losses for the years ended 31 December 2008 and 2007 

are disclosed in Note 6. 
 

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

of the collateral itself: 
 

 31 December  

2008 

 31 December 

2007 

    

Loans collateralized by pledge of real estate or rights thereon 5,009,839  2,231,258 

Loans collateralized by pledge of equipment and other movables 1,834,138  980,435 

Loans collateralized by land plots 972,296  264,237 
Loans collateralized by cash or Ukrainian Government guarantees 556,719  633,010 

Loans collateralized by other assets 530,286  175,963 

Loans collateralized by pledge of corporate shares 303,067  154,062 

Unsecured loans 238,301  459,856 

    

 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 
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 31 December  

2008 

 31 December 

2007 

Analysis by sector:    

Individuals 3,722,230  1,429,665 

Trade 1,419,080  783,813 

Agriculture and food processing  901,470  388,212 

Services 886,030  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  

2008 

 31 December 

2007 

    
Mortgage loans  2,361,874  766,981 

Auto loans  614,808  220,275 

Other loans secured by real estate  306,958  112,054 

Loans secured by other moveable property 190,048  78,740 

Loans secured by cash deposits 68,931  70,776 

Loans to entrepreneurs   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 

    
 3,722,230  1,429,665 

    
Less allowance for impairment losses (356,657)  (28,068) 

    
Total loans to individuals 3,365,573  1,401,597 

 
As at 31 December 2008 and 2007 accrued interest income included in loans to customers 

amounted to UAH 154,816 thousand and UAH 39,280 thousand, respectively. 

 
As at 31 December 2008 and 2007 the Bank provided loans to twenty and seven groups of 

customers, totaling UAH 3,807,172 thousand and UAH 936,758 thousand, respectively, which 

individually exceeded 10% of the Bankôs equity. 
 
As at 31 December 2008 and 2007 loans to customers included loans in amount of 
UAH 3,845,433 thousand and UAH 591,771 thousand, respectively, which were individually 
determined to be impaired.  As at 31 December 2008 and 31 December 2007 such loans were 
collateralized by collateral with a fair value of UAH 1,808,929 thousand and  
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 credit risk exposure 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 at 31 December 2008 and 2007 the mortgage loans to customers in the amount of  
UAH 55,638 thousand and UAH 56,256 thousand, respectively, were pledged under the debt 
securities issued by the Bank (Note 25). 
 
As at 31 December 2008 and 2007 nine and three loans to customers in the amount of 
UAH 557,253 thousand and UAH 58,720 thousand, respectively, were pledged as collateral under 
deposits received from another bank (Note 23). 
 
As at 31 December 2008 and 2007 fifteen loans to customers in the amount of  
UAH 1,026,597 thousand were pledged as collateral under loans due to the National bank of 

Ukraine (Note 22).    

 
As at 31 December 2008 and 2007 the loans to customers in the amount of  

UAH 49,747 thousand and UAH 58,200 thousand, respectively, were collateralized by assets 

pledged by the ultimate beneficial owners of the Bank.  
 
Carrying value of loans 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 

of loans  

 Fair value of 

collateral   

Carrying value 

of loans  

 Fair value of 

collateral  

        

Bonds of Ukrainian companies 30,366  30,366  80,900  80,900 

 

 

18. INVESTMENTS AVAILABLE -FOR-SALE 

 

Investments available-for-sale comprise: 
 

 31 December 

2008 

 31 December 

2007 

    
Debt securities 672,127  567,857 

Equity securities 24,334  18,478 

    

 696,461  586,335 

    
Less allowance for impairment losses (163,299)  (276) 

    
Total investments available-for -sale 533,162  586,059 

 

 

Nominal 

interest rate 

31 December 

2008 

Nominal 

interest rate 

31 December 

2007 

%  %  

Debt investments available-for -sale:     

Bonds of the banks 12.07 283,935 12.50 225,857 

Bonds of construction companies 14.00 218,343 25.91 176,084 

Bonds of other companies  14.01 169,849 11.40 165,916 

     

  672,127  567,857 

     

Less allowance for impairment losses  (161,499)  - 

Total debt investments available-for -

sale  510,628  567,857 
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 Ownership 

interest 

31 December 

2008 

Ownership 

interest 

31 December 

2007 

Equity investments available-for -sale:     

 ñTrest ñKyivmiskbud - 1ò 

im. Zagorodnego JSC    1.00 20,910 1.00 15,050 

ñUkrainian Interbank Currency 

Exchangeò CJSC 5.00 1,800 5.00 1,800 

ñUkrainian national paid cardò LLC 9.00 1,300 9.29 1,300 

ñFirst Ukrainian Bureau Credit storiesò 
LLC 6.00 250 6.00 250 

Other  74  78 

     
  24,334  18,478 
     

Less allowance for impairment losses  (1,800)  (276) 

     
Total equity investments available-for-

sale  22,534  18,202 

     
Total investments available-for-sale  533,162  586,059 

 

 
Movements in allowances for impairment losses for the years ended 31 December 2008 and 2007 

are disclosed in Note 6. 

 
As at 31 December 2008 and 2007 accrued coupon interest income on debt investments available-

for-sale amounted to UAH 6,599 thousand and UAH 4,824 thousand, respectively. 
 
As at 31 December 2008 and 2007 in debt investments available-for-sale were included bonds of 

ñUkrainian Inzhiniringova investyciyna companyò LLC , ñVANTñ LLC,  
ñZhytlomarket KMB-1ò LLC, ñTrade house DEKAò LLC, ñFundatsiya Yakisne zhytloò LLC, 

issued for the purpose of raising finance for completion of real estate construction in the amount 

of UAH 218,343 thousand and UAH 176,084 thousand, respectively.  The Bank provided 
financing for construction projects under the effective interest rates of 14% and 26%, 

respectively, as at 31 December 2008 and 2007. 

 

As at 31 December 2008 and 2007 debt securities issued by local authorities in the amount of 
UAH 24,585 thousand and nil, respectively, were pledged as collateral under loans due to the 

National bank of Ukraine (Note 22). 

 
As at 31 December 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 issued by other companies in the amount of  

UAH 11,117 thousand were pledged as collateral under repurchase agreements due to customers 

(Note 24). 
 



 

32 

 
 

19. PROPERTY, PLANT AND EQUIPMENT  

 
Property, plant and equipment comprise: 
 

 

Buildings 

and other 

real estate 

 Furniture  

and 

equipment 

 Construction 

in 

progress 

 Total 

        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 

Transfers 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 

Revaluation decrease (127,293)  -  (47,636)  (174,929) 

Transfers 213,666  70,201  (283,867)  - 
Disposals -  (8,240)  -  (8,240) 

Transfers from Investment property 1,234  -  -  1,234 

        
31 December 2008 472,089  245,519  169,982  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  -  98,169 

        
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 at 31 December 2008 and 31 December 2007 included in property, plant and equipment were 

fully depreciated assets of UAH 28,024 thousands and UAH 15,723 thousands, respectively. 

 
Buildings and construction in progress owned by the Bank were revalued by independent 

appraisers as at 31 December 2008.  The following methods used for estimation fair value of 

buildings and office premises: income capitalization 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 which the estimates met the 

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

property and other.  
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Had the buildings been carried under the cost model, the total carrying amount of property a as at 

31 December 2008 and 2007 would have been recognized in the amount of  UAH 298,067 

thousand and UAH 130,426 thousand, respectively.  Had the buildings not put into operation 

(included in construction in progress) been carried under the cost model, their total carrying 
amount would have been recognized as at 31 December 2008 and 2007 in the amount of 

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

 
As at 31 December 2008 the property in the amount of UAH 170,787 thousand were pledged as 

collateral under loans due to the National bank of Ukraine (Note 22).    

 
 

20. INVESTMENT PROPERTY  

 

 

  Year ended 

31 December 

2008 

 Year ended 

31 December 

2007 

At fair value    

    

At the beginning of the period 17,031  9,241 

Transferred (to)/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 for the years ended 

31 December 2008 and 2007 of to UAH 1,400 thousand and UAH 1,168 thousand, respectively. 

 
Operating expenses arising from the investment property that generated rental income during the 

years ended 31 December 2008 and 2007 amounted to UAH 334 thousand and  

UAH 352 thousand, respectively. 
 

 

21. OTHER ASSETS 

 
Other assets comprise: 

 
 31 December  

2008 

 31 December 

2007 
    

Financial derivatives (swap) 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 for the years ended 31 December 
2008 and 2007 are disclosed in Note 6. 
 
Intangible assets include software, patents and licenses. 
 

 Intangible  

assets,  

total 

At cost  
  
31 December 2006 2,566 

  
Additions 2,017 

Transfers - 

Disposals (2) 

  
31 December 2007 4,581 

  
Additions 5,399 

Transfers - 

Disposals - 

  
31 December 2008 9,980 

  
Accumulated amortization  

  
31 December 2006 1,640 

  
Charge for the year 415 

Eliminated on disposals (2) 

  
31 December 2007 2,053 

  
Charge for the year 1,364 

Eliminated on disposals - 

  
31 December 2008 3,417 

  
Net book value  
  
31 December 2008 6,563 

  
31 December 2007 2,528 

 

 

22. LOANS FROM THE NATIO NAL BANK OF UKRAINE  
 

Loans from the National Bank of Ukraine comprise: 
 

 Currency Maturity  

 

Interest 

rate 

% 

 31 December 

2008 

      
Short-term refinancing loan UAH 26 October 2009 15.00%  1,000,000 

Short-term refinancing loan UAH 15 June 2009 16.50%  108,000 

Short-term refinancing loan UAH 22 September 2009 16.50%  108,000 

Short-term refinancing loan UAH 8 April 2009 17.00%  12,500 

      
     1,228,500 

      
Short-term stabilization loan  UAH 18 September 2009 18.00%  255,691 

      
Total loans from the National Bank 

of Ukraine     1,484,191 
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As at 31 December 2008 accrued interest expenses included in due to the National Bank of 

Ukraine, amounted to UAH 191 thousand. 

 

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

 

As at 31 December 2008 the following assets and equity were pledged under loans from the 
National Bank of Ukraine (nominal value): 

 
 Notes 31 December  

  2008 
   
Loans to customers 17 1,026,597 

Shares of the Bank, owned by other companies  460,567   

Property, plant and equipment 19 170,787 

Debt securities issued by local authorities  18 24,585 

   

Total assets and equity pledged  1,682,536 

 

 

23. DUE TO BANKS 
 
Due to banks comprise: 
 

 

31 December  

2008 

 31 December 

2007 

(restated) 

    

Correspondent accounts 590,469  217,100 

Time deposits 388,522  553,343 

Loans under repurchase agreements 9,780  95,395 

    

Total due to banks 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 UAH 308 thousand, respectively. 
 

As at 31 December 2008 and 2007 loans to banks included loans under repurchase agreements in 

the amount of UAH 9,780 thousand and UAH 95,395 thousand, secured by bonds of Ukrainian 

companies with carrying value of UAH 9,780 thousand and UAH 95,395 thousand, which 
approximates their fair value (Note 18). 

 

As at 31 December 2008 and 2007 the due to banks in the amounts of  
UAH 835,908 thousand (85%) and UAH 695,506 thousand (80%), respectively, were due to ten 

banks, which represents significant concentration. 

 
As at 31 December 2008 and 2007 nine and three loans to customers in the amount of  

UAH 557,253 thousand and UAH 58,720 thousand, respectively, were pledged as collateral under 

deposit received from another bank (Note 17). 

 
Loan agreement with the State Export-Import Bank of Ukraine stipulates that the Bank shall 

comply with certain covenants.  As at 31 December 2008 the Bank was not in compliance with 

certain financial covenants set in the loan agreement.  In case of breaching the covenants the 
borrowed funds can be withdrawn before maturity.  Therefore the loan is presented as current 

liability in the liquidity risk disclosure as at 31 December 2008 (Note 38). 
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24. CUSTOMER ACCOUNTS 
 
Customer accounts comprise: 
 
 31 December  

2008 

 31 December 

2007 

    
Time deposits 6,656,555  3,880,466 

Repayable on demand 1,366,917  1,356,873 

Loans under repurchase agreements 11,117  - 

    
Total customer accounts 8,034,589  5,237,339 

 
As at 31 December 2008 and 31 December 2007 accrued interest expenses included in customers 

accounts amounted to UAH 200,643 thousand and UAH 89,708 thousand, respectively. 

 
As at 31 December 2008 and 2007 customer accounts amounted to UAH 14,066 thousand and 

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

 

As at 31 December 2008 and 2007 customer accounts of UAH 1,600,617 thousand (20%) and 
UAH 1,411,643 thousand (27%), respectively, were due to twenty customers, which represents 

significant concentration. 

 
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 corresponds to their fair value (Note 18). 
 
 31 December  

2008 

 31 December 

2007 

    
Analysis by sector:    
Individuals 5,660,462  3,124,175 

Transport and communication 521,899  301,167 

Other services 400,532  448,360 

Trade 389,097  356,877 

Construction 246,027  208,281 

Insurance 223,079  196,676 

Energy 163,333  31,581 

Finance sector 120,221  169,366 

Manufacturing 104,291  272,352 

Mining and metallurgy 102,893  20,755 

Agriculture and food processing 101,512  59,933 

Other 1,243  47,816 

    
Total customer accounts 8,034,589  5,237,339 

 

 

25. DEBT SECURITIES ISSUED 
 

Debt securities issued comprise: 

 
 Maturity  

 

Date of option  

on early 

redemption 

Annual 

coupon rate 

% 

31 December  

2008 

 31 December 

2007 

       
Debt securities (series ñCò) 30 July 2012  3 August 2009 12.00 132,680  248,738  

Debt securities (series ñAò) 14 June 2011 16 July 2009 16.00 64,340  94,658 
Bonds secured by mortgage 
loans (series ñBò) 25 February 2010 

 
- 10.50 14,544  24,832 

Debt securities (series ñDò) 18 September 2012  22 September 2009 16.00 6,126  19,144  

       
Total debt securities issued    217,690  387,372 


