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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2006

The following statement, which should be read in conjunction with the independent accountants’
responsibilities stated in the independent accountants’ review report set out on page 1, is made with

a view to distinguish the respective responsibilities of management and those of the independent
accountants in relation to the interim financial statements of Open Joint Stock Company Vseukrainsky
Aksionerny Bank (JSC VABank or the “Bank™).

Management is responsible for the preparation of the interim financial statements that present fairly
the financial position of the Bank as at 30 June 2006, the results of its operations, cash flows and
changes in equity for the six month periods ended on 30 June 2006 and 30 June 2005, in accordance
with International Financial Reporting Standards (“IFRS”).

In preparing the interim financial statements, management is responsible for:
e  Selecting suitable accounting principles and applying them consistently;
e  Making judgements and estimates that are reasonable and prudent;

e  Stating whether IFRS have been followed, subject to any material departures disclosed and
explained in the interim financial statements; and

e  Preparing the interim 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:

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

e  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 interim financial
statements of the Bank comply with I[FRS;

e  Maintaining statutory accounting records in compliance with legislation and accounting
standards of Ukraine;

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

The interim financial statements for the six months ended 30 June 2006 were authorised for issue
on 1 October 2006 by the Board of Directors.

On behalf of/the Boaypd of Directors:

i,

Sergey Max1 ov $1dent Andrey v, t 0

1 October 2006 1 October 2006
Kyiv Kyiv
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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT
To the Shareholders of Open Joint Stock Company Vseukrainsky Aksionerny Bank (JSC VABank):

We have reviewed the accompanying interim balance sheet of Open Joint Stock Company
Vseukrainsky Aksionerny Bank (JSC VABank or the “Bank”) as at 30 June 2006 and the related
interim statements of income, cash flows, and changes in equity (the “interim financial statements”)

for the six month periods ended on 30 June 2006 and 30 June 2005. These interim financial statements
are the responsibility of the Bank’s management. Our responsibility is to issue a report on these interim
financial statements based on our review.

We conducted our review in accordance with the International Standard on Review Engagements 2400.
This Standard requires that we plan and perform the review to obtain moderate assurance as to whether
the interim financial statements are free of material misstatement. A review is limited primarily

to inquiries of the Bank’s personnel and analytical procedures applied to financial data and thus provides
less assurance than an audit. We have not performed an audit and, accordingly, we do not express

an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying

interim financial statements are not presented fairly in all material respects in accordance with International
Financial Reporting Standards.

1 October 2006

. . . Member of
Audit,.Tax . Consulting . Corporate Finance. Deloitte Touche Tohmatsu




OPEN JOINT STOCK COMPANY VSEUKRAINSKY AKSIONERNY BANK
(JSC VABANK)

INTERIM INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(in thousands of US Dollars)

Notes Six months Six months
ended ended
30 June 2006 30 June 2005
(unaudited) (unaudited)
Interest income 4,24 23,824 13,405
Interest expense 4,24 (14,748) (9,022)
NET INTEREST INCOME BEFORE PROVISION FOR
IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS 9,076 4,383
Provision for impairment losses on interest bearing assets 5,24 (2,673) (1,568)
NET INTEREST INCOME 6,403 2,815
Fee and commission income 6 4,422 3,188
Fee and commission expense 6 (598) (305)
Net gain/(loss) on disposal of investments available for sale 178 @)
Net gain on foreign exchange operations 7 2,254 537
Other income 239 265
NET NON-INTEREST INCOME 6,495 3,681
OPERATING INCOME 12,898 6,496
OPERATING EXPENSES 8,24 (12,356) (6,598)
PROFIT/(LOSS) BEFORE OTHER PROVISIONS AND
INCOME TAX 542 (102)
(Provision)/Recovery of provision for impairment losses on
other transactions 5 (59) 316
PROFIT BEFORE INCOME TAX 483 214
Income tax expense 9 (454) (36)
NET PROFIT 29 178
On behalf ¢f the Board of Directors:
il i
hi
oard

Sergey MW&B&?’& Andrey i an o

The notes on pages 6-39 form an integral part of these interim financial statements.
The Independent Accountants’ Review Report is on page 1.




OPEN JOINT STOCK COMPANY VSEUKRAINSKY AKSIONERNY BANK

(JSC VABANK)

INTERIM BALANCE SHEET AS AT 30 JUNE 2006
(in thousands of US Dollars)

ASSETS:

Cash and balances with the National Bank of Ukraine

Loans and advances to banks, less allowance for impairment
losses

Loans to customers, less allowance for impairment losses

Investments available for sale, less allowance for impairment
losses

Tangible and intangible assets, less accumulated depreciation
and amortization

Other assets, less allowance for impairment losses

TOTAL ASSETS

LIABILITIES AND EQUITY

LIABILITIES:
Loans and advances from banks
Customer accounts
Debt securities issued
Other liabilities

Subordinated debt
Total liabilities
EQUITY:
Share capital
Share premium
Accumulated deficit
Cumulative translation adjustment

Total equity

TOTAL LIABILITIES AND EQUITY

On behalf ¢f the Bodrd of Directors:

Notes

10

11
12,24
13, 29,

24

14
15

16
17,24
18
19

20

21

30 June 31 December
2006 2005
(unaudited)

30,840 56,423
135,474 114,231
360,748 236,791

28,544 25,066

21,776 15,115

4218 5,685
581,600 453,311
165,624 97,201
302,878 265,587

2,545 12,032

1,011 815
472,058 375,635

9,429 24,174
481,487 399,809

52,361 34,305

56,757 28,231

(8,228) (8,257)

777 (777)
100,113 53,502
581,600 453,311

Sergey Mameid’ent )

The notes on pages 6-39 form an integral part of these interim financial statements.

The Independent Accountants’ Review Report is on page 1.




OPEN JOINT STOCK COMPANY VSEUKRAINSKY AKSIONERNY BANK

(JSC VABANK)

INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(in thousands of US Dollars)

Notes Share Share Accumulated  Cumulative Total
capital premium deficit translation
adjustment
31 December 2004 21,727 1,561 (11,005) (249) 12,034
Share capital increase
(unaudited) 5,441 7,515 - - 12,956
Net profit (unaudited) - - 178 - 178
Translation differences
(unaudited) 1,077 78 - (553) 602
30 June 2005 (unaudited) 28,245 9,154 (10,827) (802) 25,770
31 December 2005 34,305 28,231 (8,257) 77 53,502
Share capital increase
(unaudited) 21 18,056 28,526 - - 46,582
Net profit (unaudited) - - 29 - 29
30 June 2006 (unaudited) 52,361 56,757 (8,228) (777) 100,113

On behalf Z@ Board of Directors: )

Sergey Makimoy}, P sidén.> An@%w

The notes on pages 6-39 form an integral part of these interim financial statements.
The Independent Accountants’ Review Report is on page 1.




OPEN JOINT STOCK COMPANY VSEUKRAINSKY AKSIONERNY BANK

(JSC VABANK)

INTERIM STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(in thousands of US Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit before income tax

Adjustments for:
Provision for impairment losses on interest bearing assets
Provision for impairment losses on other transactions
Depreciation and amortization expense
Loss/(gain) on disposal of tangible fixed assets
(Gain)/loss on disposal of investments available for sale
Net change in interest accruals

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

Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Restricted cash and balances with the National Bank of Ukraine
Loans and advances to banks
Loans and advances to customers
Other assets
Increase in operating liabilities:
Deposits and loans from banks
Customer accounts
Other liabilities
Cash outflow from operating activities before income tax

Income tax paid
Net cash outflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of tangible and intangible assets
Proceeds on sale of tangible and intangible assets
Purchase of securities
Proceeds from sale and redemption of investment securities

Net cash outflow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Increase in share capital
Share premium received
Proceeds from debt securities issued
Repayment of debt securities issued
Proceeds from subordinated debt
Repayment of subordinated debt

Net cash inflow from financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

Effect of changes in exchange rates on cash and cash equivalent

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

Notes Six months Six months
ended ended

30 June 2006 30 June 2005
(unaudited) (unaudited)
483 214

2,673 1,568

59 (316)

1,216 725

166 (31)

(178) 4

(1,855) 335

2,564 2,499

631 477

(33,552) (12,685)
(124,683) (56,954)
(629) (379)

68,355 18,749
37,571 20,664

31 8,412

(49,712) (19,217)

(369) (151)

(50,081) (19,368)
(8,792) (2,560)

198 330

(3,881) (5,981)

3,161 1,083

9,314) (7,128)

18,056 2,379

28,526 7,515

110 1,952

(9.482) 298)

- 2,708

(15,040) -
22,170 14,256
(37,225) (12,240)

- 645

10 55,220 44,259
10 17,995 32,664

Interest paid and received by the Bank in cash during the six months ended 30 June 2006 amounted to USD 14,990

thousand and USD

ended 30 June 2005 amounted to USD 9,564 thousand and USD 15,107 thousand, respectively.

On behalf of the Bo.

of Dlrectel:s/"\ é%%

Andre

Sergey Mulmk//gjéiﬁént}

The notes on pages 6-39 form an integral part of these interim financial statements.

The Independent Accountants’ Review Report is on page 1.

1 thousand, respectively. Interest paid and received by the Bank in cash during six months




OPEN JOINT STOCK COMPANY VSEUKRAINSKY AKSIONERNY BANK
(JSC VABANK)

NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2006
(in thousands of US Dollars)

1. ORGANISATION

Open Joint Stock Company Vseukrainsky Aksionerny Bank VABank (JSC VABank or

the “Bank™) was formed on 2 July 1992 as an open joint stock company under the laws of
Ukraine. The Bank possesses a general banking license issued by the National Bank of Ukraine
(“NBU”) and a currency license, granted on 10 December 1993. These were combined under
the new license #35 issued on 3 December 2001.

The Bank’s activities, the majority of its assets, liabilities, revenues and net income are
concentrated or derived from operations in or related to Ukraine.

The Bank’s main activities comprise lending, attraction of customer accounts, investments
in Ukrainian equity and debt securities, foreign currency and bank metals trading.

The Bank’s registered office is located in Kyiv, Zoologichna St., 5. As at 30 June 2006 the Bank
had 15 branches throughout Ukraine: Kyiv, Dnipropetrovsk, Donetsk, Ivano-Frankivsk, Lviv,
Mykolayiv, Odesa, Sumy, Kharkiv, Cherkasy, Zaporizhya, Uzhgorod, Poltava, Crimea (2005 —
eleven branches); 69 divisions in various regions of Ukraine (as at 31 December 2005 —

53 divisions) and 1 representative office.

As at 30 June 2006 and 31 December 2005, the following shareholders owned the issued shares

of the Bank:
Shareholder 30 June 31 December
2006, % 2005, %
TBIF Financial Services BV 48.65 9.49
Bauman Trade Ltd. 10.38 18.88
Wensin Ltd. 9.98 8.7
Hewpack Ltd. 9.98 8.12
Carlsbad Enterprises Ltd. 3.97 7.23
CJSC IC Lider 3.97 7.22
Fondoviy Center Ltd. 2.61 475
K.S. Kamerton JSC 2.59 4.71
SNP Investment Ltd. 2.53 4.66
CJSC Biolik - 7.22
OJSC Budshliakhmash - 34
Other 5.34 15.62
Total 100.00 100.00




As at 30 June 2006, the ultimate owners of the Bank were:

Shareholder %
Kardan N.V. (Netherlands) via TBIF Financial Services B.V. 48.65
Mr. Sergey Maximov 36.83
Mr. Petr Baron 6.50
Mrs. Ludmila Maximova 5.32
Other 2.70
Total 100.00

As at 31 December 2005 the ultimate controlling parties of the Bank were Mr. Sergey Maximov,
Mrs. Ludmila Maximova, Mr. Petr Baron, and Kardan N.V. (Netherlands).

These interim financial statements were authorized for issue by the Board of Directors
on 1 October 2006.

BASIS OF PRESENTATION
Accounting basis

These interim financial statements of the Bank have been prepared in accordance with
International Financial Reporting Standards (the “IFRS”).

These interim financial statements have been prepared on an accrual basis and under
the historical cost convention, except for the fair value measurement of investments.

In accordance with International Accounting Standard 29 “Financial Reporting in
Hyperinflationary Economies” (the “IAS 29”) the economy of Ukraine was considered

to be hyperinflationary during 2000 and earlier years. As at 1 January 2001, the Ukrainian
economy is no longer considered to be hyperinflationary and the values of the Bank’s non-
monetary assets, liabilities and equity components as stated in measuring unit current

as at 31 December 2000, have formed the basis for the amounts carried forward.

Operating results for the six months ended 30 June 2006 are not necessarily indicative of the results
that may be expected for the year ending 31 December 2006. The Bank maintains its accounting
records in accordance with Ukrainian laws. These financial statements are based on those
accounting books and records, as adjusted and reclassified to comply with IFRS.

Use of estimates and assumptions

The preparation of financial statements in conformity with IFRS requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and reported amounts

of revenues and expenses during the reporting period. Actual results could differ from those
estimates. Estimates that are particularly susceptible to change relate to the allowances

for impairment losses and the fair value of financial instruments.




