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OJSC “State Savings Bank of Ukraine”
Financial statements
Balance sheet as of December 31, 2004

Note 2004 2003
(in thousands of Ukrainian hryvnias)
Assets
Cash ' 351,041 771,933
Due from the National Bank of Ukraine 4 478,877 288,404
Due from banks 5 229,113 503,332
Loans and advances to customers 6 1,527,111 1,636,432
Ukrainian Government debt securities 7 1631287 1,455,402
Other investments 8 213,612 132,590
Property, equipment and intangible assets 9 387,409 386,512
Actrued interest receivable 9,099 8,682
Other assets 10 33,994 28,254
Total assets ‘ 4,861,543 5,217,541
Liabilities
Due to banks 11 51,056 63,180
Loans from the National Bank of Ukraine 12 324,820 -
Customers’ current accounts 13 3,061,609 4,054,905
Deposits from customers 14 1,179,172 1,152,969
Accrued interest payable 124,412 104,457
Other liabilities 15 16,395 33,097
Total liabilities 4,757,464 5,408,618

Shareholder’s equity (net deficit)

Share capital 16 301,000 200,000
Revaluation reserve for property and equipment 19,081 21,247
Accumulated deficit | 17 (216,002)  (412,324)
Total shareholder’s equity (net deficit) 104,679 (191,077)
Total liabilities and shareholder’s equity (net deficit) 4,861,543 5,217,541

Off balance sheet commitments and contingent liabilities 18

The balance sheet is to be read in conjunction with the notes to and forming part of the
financial statements set out on pages 7 to 42.



OJSC “State Savings Bank of Ukraine”
Financial statements
Income statement for the year ended December 31, 2004

Note 2004 2003

(in thousands of Ukrainian hryvnias)
Interest and similar income 19 563,681 491,375
Interest expense and similar charges 20 (202,992) (179,225)
Net interest income 360,689 312,150
Fee and commission income 321,447 273,228
Fee and commission expense (53,587 (41,715)
Net fee and commission income 21 267,860 231,513
Gains less losses arising frbm dealing in foreign currencies 22 34,624 32,564
Gains less losses arising from changes in fair vatue of securities available- '

for-sale 7 12,941 12,063
Other income 9,056 8,944
Operating income 695170 597,234
Salaries and employee benefits 23 (3U4m) (262,586)
General admiristrative expenses 24 (135,743) (134,948)
Depreciation and amortization g (68,256) (65,712)
Change in provision for impairment losses 25 25,899 (34,430)
Operating expenses (489,572) (497,676)
Profit before tax 205,598 99,558
Income tax expense 26 (10,442) (8,096)
Net profit for the year 195,156 91,462

The income statement is to be read in conjunction with the notes to and forming part of the
financial statements set out on pages 7 to 42.



OJSC “State Savings Bank of Ukraine”
Financial statements
Cash flow statement for the year ended December 31, 2004

2004 2003

(in thousands of Ukrainian hryvnias)

Operating activities

Interest received 563,264 482,136

Interest paid (183,047) (163,943}
Net fees and commissions received 267,860 231,513

Gains less losses arising from dealing in foreign currencies 33,181 27,801

Other income 9,056 8,944

Operating expenses paid (447,277 (395,282)

Changes in operating assets and liabilities
Loans and advances to banks

Loans and advances to customers
Ukrainian Government debt securitics

243,037 191,169

148,097  (254,039)
90397  (391,111)
(152,904)  (192,413)

Other investments (21,822)  (115,711)
Other assets (20,490) 6,515

Dus to banks (12,044) 53,125

Customers’ current accounts (994,786) 969,645

Deposits from customers 24,353 188,838

Other liabilities (20,098) 23,359

Net cash (used in) from operating activities before tax (716,260) 479,427

Income tax paid (7,085) (3,408)
Cash flows (used in) from operating activities (723,345) 476,019

Investing activities

Proceeds from sale of property, equipment and intangible assets 2,299 990

Acquisition of property, equipment and intangible assets (71,390) (66,676)

Cash flows used in investing activities

(69,001)  (65.686)

The cash flow statement is to be read in conjunction with the notes to and forming part of the

financial statements set out on pages 7 to 42,



OJSC “State Savings Bank of Ukraine”
Financial statements
Cash flow statement for the year ended December 31, 2004

2004 2003
(in thousands of Ukrainian hryvnias)
Financing activities
Proceeds from loans from the National Bank of Ukraine 324,820 -
Proceeds from issuance of shares 100,000 10,995
Cash flows from financing activities 424,820 10,995
Net (decrease) increase in cash and cash equivalents (367,616) 421,328
Cash and cash equivalents as of Fanuary 1 1,271,280 840,342
Effect of exchange rate fluctyations on cash and cash equivalents 3,747 9,610

Cash and cash equivalents as of December 31 907,411 1,271,280

Cash and cash equivalents as of December 31 is composed of the following items:

2004 2003
(in thousands of Ukrainian hryvnias)
Cash , 351,041 771,933
Balances with the National Bank of Ukraine 478,877 288,404
Current accounts due from banks . 77,493 204,943
Total 907,411 1,271,280

The cash flow statement is to be read in conjunction with the notes to and forming part of the
financial statements set out on pages 7 to 42.



QJSC “State Savings Bank of Ukraine”
Financial statements
Statement of changes in shareholder's equity for the year ended December 31, 2004

Share Additional Revaluation Accumulated Total
capital paid-in reserve for deficit  shareholder’s
capital property and equity (net
equipment deficit)
{in thousands of
Ukrainian hryvnias)
Balances as of _

December 31, 2002 100,000 87,132 23,782 (504,448) (293,534)
Issuance of shares 100,000 " (87,132) - (1,873) 10,995
Amortisation of

revaluation reserve - - (2,535) 2,535 -
Net profit for the year - - - 91,462 91,462
Balances as of

December 31, 2003, 200,000 - 21,247 (412,324) (191,077)
Issuance of shares 101,000 - - (1,000) 100,000
Amortisation of

revaluation reserve - - (2,166) 2,166 -
Net profit for the year - - - 195,156 195,156
Balances as of

December 31, 2004 301,000 - 19,081 (216,002) 104,079

The statement of changes in shareholder’s equity is to be read in conjunction with the notes to
and forming part of the financial statements set out on pages 7 to 42.
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OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statements as of and for the year ended
) December 31, 2004

Background

Organization and operations

Open Joint Stock Company “State Savings Bank of Ukraine” (the “Bank™) is a state owned
bank conducting commercial activities. The share capital is 100% owned by the State
represented by the Cabinet of Ministers of Ukraine. The Bank was registered by the National
Bank of Ukraine (the “NBU”) on December 31, 1991. On May 21, 1999 in accordance with
the Resolution of the Government of Ukraine, the Bank was reorganized into Open Joint
Stock Company “State Savings Bank of Ukraine”, and was registered by the NBU on May
26, 1999.

The Bank traditionally specializes in servicing individuals throughout its extensive branch
network. These services include offering various liability products, granting loans and
advances to customers, investing in securities, transferring payments in Ukraine and abroad,
and exchanging currencies.

The Ukrainian Law on “Banks and Banking Activity in Ukraine™ stipulates that the State
guarantees 100% of current accounts and deposits of individuals placed with the Bank.

The NBU has issued certain regulations in recent years that impose various restrictions and
prescribe certain actions to be taken by the Bank. In particular, on May 8, 2002 the NBU
issued a regulation restricting the lending and financing activities of the Bank and prescribed
actions to be taken in order to decrease the amount of general administration expenses and
the level of impaired assets of the Bank.

In April 2003, in order to improve the performance of the Bank, the Supervisory Board
appointed a new Board of Management of the Bank. In July 2003 a Memorandum of
understanding was signed between the Bank, NBU, Cabinet of Ministers and the
International Bank for Reconstruction and Development (“IBRD”). This memorandum sets
out a plan of actions for restructuring of the Bank’s activities. These actions include,
amongst other things, limitation of the Bank’s loan portfolio and investments in corporate
securities and other risk assets.

In 2002 the Govemmént issued a resolution to transfer accounts of the State Pension Fund
and Ukrainian state mail service “Ukrposhta” to the Bank (note 13).

The head office of the Bank is located in Kyiv. The Bank has 25 regional branches, 422 sub-
branches and 6,170 operational outlets located throughout Ukraine as of December 31, 2004
(2003: 25 regional branches, 426 sub-branches and 6,255 operational outlets). The Bank has
38,881 employees as of December 31, 2004 (2003: 38,789 employees).
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OJSC “State Savings Bank of Ukraine”

Financial siatements

Notes to the financial statements as of and for the year ended
) December 31, 2004

Ukrainian business envirohment

Ukraine has been experiencing political and economic change that has affected, and may
continue to affect, the activities of enterprises operating in this environment. Consequently,
operations in Ukraine involve risks that do not typically exist in other markets. These
financial statements reflect management’s assessment of the possible impact of the
Ukrainian business environment on the operations and the financial position of the Bank.
The future business environment may differ from management’s assessment. The impact of
such differences on the operations and the financial position of the Bank may be significant.
The financial statements therefore may not include all adjustments that might ultimately
result from these conditions.

Basis of preparation

Statement of compliance

The Bank maintains its accounting records in accordance with the legislative requirements of
Ukraine. These financial statements have been prepared from those accounting records and
adjusted as necessary to comply with the requirements of International Financial Reporting
Standards (“IFRS™), as issued by the International Accounting Standards Board (“IASB”)
and interpretations issued by the International Financial Reporting Interpretations Committee
of the IASB, except for International Accouating Standard (“LAS”) 16, Property, Plant and
Equipment (Note 3(f)), IAS 29, Financial Reporting in Hyperinflationary Economies (Note
2(c)), and IAS 36, Impairment of Assets (Note 3(f)).

Basis of measurement

The financial statements are prepared on a fair value basis for financial assets held for
trading and available for sale assets, except those for which a reliable measure of fair value is
not available. Othier financial assets and liabilities are stated at amortized cost. Balance sheet
non-monetary items, except property and equipment, have been measured at cost. Property
and equipment is stated at adjusted cost less accumulated depreciation (see Note 3(f)).

Inflation accounting

With effect from January 1, 2001 the economy of Ukraine was no longer considered to be a
hyperinflationary economy. Previously Ukraine was considered to be a hyperinflationary
economy and in order to comply with IAS 29, Financial Reporting in Hyperinflationary
Economies, financial statements are required to be expressed in terms of the measuring unit .
current at the balance sheet date. The Bank has not adjusted the carrying value of fixed
assets, share capital, additional paid-in capital, or revaluation reserve for property and
equipment and accumulated deficit for the effects of hyperinflationary conditions which
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OJSC “State Savings Bank of Ukraine”
Financial statements

Notes to the financial statements as of and for the year ended
. December 31, 2004

existed in Ukraine until January 1, 2001. Management has not determined the effects of this
departure from IFRS on the financial statements.

Use of estimates

Management has made a number of estimates and assumptions relating to the reporting of
assets and liabilities and the disclosures of the contingent assets and liabilities to prepare
these financial statements in conformity with IFRS. Actual results could differ from those
estimates.

Measurement and presentation currency

The national currency of Ukraine is the Ukrainian hryvnia and the measurement and
presentation currency for the purposes of these financial statements is the Ukrainian hryvnia.

Subsidiaries and associated companies

The principal non-consolidated subsidiaries and associated companies as of December 31
are: :

Name Nature of Country of  Percentage of ownership
business registration 2004 2003

Subsidiaries

QISC Stryi glass factory Glass Ukraine 52% 52%

manufacturing

Kriogenny technologies Ltd * Tyre recycling Ukraine 50% 50%

Associates

JSC Ukrspetsimpexbank Banking Ukraine 35% 35%

QJSC Grody brick factory Manufacturing Ukraine 37% 37%

CJSC Kagarlykmlyn Milling Ukraine 22% 22%

JSC Ukrainska strahova kompaniya Insurance Ukraine 25% 25%

* The Bank exercises control over this entity

As of December 31, 2004 the unconsolidated subsidiaries have not been consolidated into
the Bank’s financial statements as the resulting financial statements would not be materially
different from these financial statements. The effect of applying the equity method of
accounting to the associates which have been accounted for at cost less impairment losses
would not have a material effect on the financial statements,
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0JSC “State Savings Bank of Ukraine”
Financial statements

Notes to the financial statements as of and for the year ended
) December 31, 2004

Going concern

The financial statements have been prepared on a going concern basis, which contemplates
the realization of assets and the satisfaction of liabilities in the normal course of business.

Significant accounting policies

The following significant accounting policies are consistent with those used in the previous
year.

Foreign currency translation

Transactions in foreign currencies are translated to hryvnias at the official foreign exchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are translated to hryvnias at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation are recognized in
the income statement. Non-monetary assets and liabilities denominated in foreign currencies,
which are stated at historical cost, are translated to hryvnias at the foreign exchange rate
ruling at the date of the transaction.

The principal UAH exchange rates used in the preparatidn of the financial statements as of
December 31 are as follows:

Currency 2004 2003
US dollar 5.3054 53315
Russian rouble 0.1912 0.1801
EURO ‘ 7.2175 6.6622
Financial instruments

Classification

Trading instruments are those that the Bank principally holds for the purpose of generating a
profit from short-term fluctuations in price or dealer’s margin.

Originated loans and receivables are loans and receivables created by the Bank by providing
money directly to a debtor, other than those created with the intention to be sold immediately
or in the short-term. Originated loans and receivables comprise loans and advances to banks
and customers other than purchased loans as well as bonds purchased at original issuance.

Held-to-maturity assets are financial assets with fixed or determinable payments and fixed'
maturity that the Bank has the intent and ability to hold to maturity.

10
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OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statements as of and for the year ended
) December 31, 2004

Available-for-sale assets are financial assets that are not held for trading purposes, originated
by the Bank, or held to maturity.

Recognition

The Bank recognizes financial assets and financial liabilities in its balance sheet when, and
only when, it becomes a party to the contractual provisions of the instrument.

Measurement

Financial instruments are measured initially at cost, including transaction costs.

Subsequent to initial recognition all trading instruments and available-for-sale assets are
measured at fair value, except that any instrument that does not have a quoted market price

- in an active market and whose fair value cannot be reliably measured is stated at cost,

including transaction costs, less impairment losses.

All financial liabilities are measured at amortized cost. Originated loans and receivables and
held-to-maturity financial assets are measured at amortized cost less impairment losses.
Amortized cost is calculated using the effective interest rate method. Premiums and
discounts, including initial transaction costs, are included in the carrying amount of the
related instrument and amortized based on the effective interest rate of the instrument.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market price at the balance
sheet date or, if a quoted market price is not available, the fair value of the instrument is
estimated using pricing models or discounted cash flow techniques.

Where discounted cash flow techniques are used, estimated future cash flows are based on
management’s best estimates and the discount rate is a market related rate at the balance
sheet date for an instrument with similar terms and conditions. Where pricing models are
used, inputs are based on market related measures at the balance sheet date.

Gains and losses on subsequent measurement

Gains and losses arising from a change in the fair value of all trading instruments and
available-for-sale assets are recognized in the income statement.

Interest bearing borrowings

Interest-bearing borrowings are recognized initially at cost, net of any transaction costs
incurred. Subsequent to initial recognition, interest-bearing borrowings are stated at

11
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OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the ﬁnam:ial statements as of and for the year ended
December 31, 2004

amortized cost with any difference between cost and redemption value being recognized in
the income statement over the period of the borrowings.

When botrowings are repurchased or settled before maturity, any difference between the
amount repaid and the carrying amount is recognized immediately in the income statement.

Impairment

The Bank's assets, except for property and equipment and deferred tax assets, are reviewed at
each balance sheet date to determine whether there is objective evidence of impairment. If
any such indication exists, the asset's recoverable amount is estimated. An impairment loss is
recognized whenever the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount.

Originated loans and advances

The recoverable amount of originated loans and advances is calculated as the present value
of the expected future cash flows, discounted at the instrument’s original effective interest
rate.

Loans and advances are presented net of provisions for uncollectibility. Provisions are made
against the carrying amount of loans and advances that are identified as being impaired
based on regular reviews of outstanding balances to reduce these loans and advances to their
recoverable amounts. Provisions are also maintained to reduce the carrying amount of
portfolios of similar loans and advances to their estimated recoverable amounts at the
balance sheet date. The expected cash flows for portfolios of similar assets are estimated
based on previous experience and considering the credit rating of the underlying customers
and late payments of interest or penalties. Increases in the provision account are recognized
in the income statement.

When a loan is known to be uncollectible, all the necessary legal procedures have been
completed, and the final loss has been determined, the loan is written off.

If in a subsequent period the amount of impairment loss decreases and the decrease can be
linked objectively to an event occurring after the write down, the write-down or provnsmn is
reversed through the income statement.

Repurchase agreements

Securities sold under agreements to repurchase are retained within the Bank’s portfolio and
accounted for accordingly. Liability accounts are used to record the obligation to repurchase. -
The difference between the sale and repurchase price represents interest expense and is
recognized in the income statement over the term of the repurchase agreement usmg the
effective interest rate method.

12
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0JSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statemenis as of and for the year ended
December 31, 2004

Securities purchased under reverse repurchase agreements are recorded as loans and
advances. The difference between the purchase and sale price represents interest income and
is recognized in the income statement over the term of the reverse repurchase agreement
using the effective interest rate method. The receivables due under reverse repurchase
agreements are recorded net of provisions for impairment,

Property, equipment and intangible assets

Property, equipment and intangible assets are carried at adjusted cost less accumulated
depreciation and amortization. Adjusted cost includes effects of indexation and revaluation
as detailed below.

The indexation of property and equipment until December 31, 1997 was deemed necessary
by the Ukrainian government to reflect the effects of inflation and currency devaluation that
occurred in both the Soviet Union and Ukraine. Property and equipment was adjusted by
inflation as stipulated by Government regulations several times until December 31, 1997,
The Bank’s accounting records do not enable the separation of original historical costs and
the effects of indexation. Accordingly, the Bank is unable to determine the portion of
shareholder’s deficit that represents the indexation reserve prior to December 31, 1997,

In 1998, the Bank performed a revaluation of property and equipment according to the
instructions of the NBU. The revaluation was intended to bring the carrying value of
property and equipment in line with the estimated market value of the respective assets as of
January 1, 1998. The results of the revaluation were recorded in the revaluation reserve,

IAS 16, Property, Plant and Equipment, requires property and equipment to be stated at fair
value when it is revalued, and requires revaluations to be carried out with sufficient
regularity such that the carrying amount does not differ materially from fair value. No
revaluation of property and equipment has been performed by the Bank since 1998.

In addition, when indications of impairment exist, an assessment of the recoverable amount
of property and equipment is required to be performed. Prior to 2001 the Bank incurred
significant losses. This indicated that the Bank’s property and equipment may have been
impaired.

There has been no assessment of a recoverable amount of property and equipment as
required by IAS 36, Impairment of Assets. As a result, the carrying values of property and
equipment may be higher than their recoverable amounts at the reporting date.

Depreciation and amortization is computed by the straight-line method over the estimated
useful lives of the assets. Depreciation and amortization commences from the date of
acquisition or, in respect of internally constructed assets, from the time an asset is completed
and ready for use. The estimated useful lives are as follows: '

13
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0JSC “State Sa_vings Bank of Ukraine”

Financial statemenis

Notes to the financial statements as of and for the year ended
December 31, 2004

Buildings 30-50 years
Furniture, equipment and computers 3-10 years

Expenditures made under leasehold improvements are recognized as assets and charged to
the income statement on a straight-line basis over the period of the applicable lease.
Construction in progress is not depreciated until the underlying asset is put into service.

Leases

Leases, where the Bank assumes substantially all the risks and rewards of ownership, are
classified as finance leases. Property and equipment acquired by way of finance lease is
stated at an amount equal to the lower of its fair value and the present value of the minimum
lease payments at inception of the lease, less accumulated depreciation and impairment
losses.

Leases where the Bank does not assume substantially all the risks and rewards of ownership
are classified as operating leases and respective payments are classified as expenses.

Off-balance sheet commitments and contingent liabilities

The Bank enters into commitments and assumes contingent liabilities in the normal course of
business to meet the financing needs of its customers. These commitments and contingencies
include credit instruments that represent varying degrees of risk exposure. The contractual or
notional amount of these instruments indicates the level of activity associated with a
particular class of financial instruments and is not a reflection of the actual level of expected
losses. Losses have been estimated and necessary provisions are included in the caption
“Other liabilities™.

Income and expense recoguition

Interest income and expense are recognized in the income statement on an accrual basis,
taking into account the effective yield of the asset or liability or an applicable floating rate.
Interest income and expense include the amortization of any discount or premium or other
differences between the initial carrying amount of an interest-bearing instrument and its
amount at maturity calculated on an effective interest rate basis,

Commission income and expense are recognized on an accrual basis when the services are
provided.

Dividends from companies in which the Bank does not exercise control or significant
influence are recognized in income on the date the dividend is declared. -

14
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OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the ﬁmmc:al statements as of and for the year ended
December 31, 2004

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax
is recognized in the income statement except to the extent that it relates to items recognized
directly to equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The amount of deferred tax provided is
based on the expected manner of realization or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable
profits will be available against which the unused tax losses and credits can be utilized.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realized.

Employee benefits

The Bank has no defined benefit or defined contribution pensions plan for its employees.
Pensions are provided by the State, Mandatory confributions are made by the Bank and
employees based on each-employee’s earnings. The Bank’s cost for these contributions is

recognized in the income statement when contributions are due and is included in the caption
"Salaries and employee benefits".

Statement of cash flows

Cash and cash equivalents include cash on hand and current accounts due from the NBU and
other banks.

Comparative information

In 2004 the Bank started to apply the provisions of IAS 24, Related Party Disclosures.
Therefore certain changes in the prior year disclosure of balances and transactions with
related parties have been made to conform with the current year presentation.

15



OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statements as of and for the year ended
December 31, 2004

Due from the National Bank of Ukraine

The Bank is required by the NBU to maintain an obligatory reserve calculated as an average
over a period of a month, The obligatory reserve amounts to UAH 302,069 thousand, which
is an average for the thirty day period ended December 31, 2004 (2003: UAH 355,328
thousand). The funds qualifying for the monthly obligatory reserve requirement comprise
funds maintained in the current account with the NBU as of December 31, 2004 plus 40% of
the monthly average cash balances in Ukrainian hryvnia as of December 31, 2004. These
funds can be withdrawn at any time by the Bank. The Bank meets the NBU reserve
requirements as of December 31, 2004 and 2003.

Due from banks
Balances due from banks as of December 31 are as follows:
2004 2003
(in thousands of Ukrainian hryvnias)
Current accounts:
Domestic ‘ 3,229 2,184
OECD countries 64,576 198,638
Non-QOECD countries 92,688 4,121
77,493 204,943
Loans and advances:
Domestic - 172,882 322,892
OECD countries 4,112 2,332
176,994 325,224
254,487 530,167
Provision for impairment {note 25) (25,374) (26,835)
Total ' 229,113 503,332

Loans and advances to domestic banks amounting to UAH 10,080 thousand as of December
31, 2004 (2003: UAH 63,984 thousand) are effectively secured by similar deposits in another
currency received from the same banks.

Loans and advances to the four largest domestic banks amount to UAH 143,512 thousand as

of December 31, 2004 (2003: UAH 195,901 thousand) or 81% (2003: 60%) of the total loans
and advances to banks.

16



6

OJSC “State Savings Bank of Ukraine”
Financial statements

Notes to the ﬁnancia! statements as of and for the year ended
December 31, 2004

Loans and advances to customers

Loans and advances to customers as of December 31 are as follows:

2004 2003
(in thousands of Ukrainian hryvnias)
Commercial loans and advances to customers 1,167,073 1,682,575
Overdrafts 9,156 12,908
Consumer loans to customers including loans to employees 740,413 354,017
1,916,642 2,049,500
Provision for fully impaired loans {note 25) (281,481) (209,173)
1,635,161 1,840,327
Provision for impairment for other loans (note 25) (108,050) (203,895)
Total 1,527,111 1,636,432
Large Exposures

The Bank granted loans and advances to a state owned nuclear energy generating company
amounting to UAH 120,541 thousand as of December 31, 2004 (2003: UAH 206,015

thousand).

The Bank financed a reconstruction project in central Kyiv by providing long-term loans to a
group of three related companies. Loans and advances to this group amount to UAH 194,182

thousand as of December 31, 2004 (2003: UAH 216,920 thousand).

Loans and advances to the six largest groups of borrowers, including companies referred to
above, amount to UAH 507,331 thousand as of December 31, 2004 (2003: UAH 636,644
thousand) or 26% (2003: 31%) of the gross amount of loans and advances to customers.

17



OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statemenis as of and for the year ended
) December 31, 2004

Loans and advances to customers as of December 31 are as follows:

2004 2003
(in thousands of Ukrainian hryvnias)
Current 1,529,432 1,772,276
Overdue 387,210 277,224
Total 1,916,642 2,049,500

The aggregate amount of loans and advances to customers for which interest is not being
accrued is UAH 281,481 thousand as of December 31, 2004 (2003: UAH 209,173 thousand).
Interest that would have been recognized on these loans in 2004 is UAH 5,297 thousand
(2003: UAH 6,040 thousand). These loans are fully impaired.

Loans and advances to customers by economic sector as of December 31 are as follows:

2004 2003

(in thousands of Ukrainian hryvnias)
Individuals . 741,466 354,017
Trade and consumer goods industry 337,902 494,706
Agriculture and food processing 220,850 397,369
. Construction and real estate 202,421 223,722
Manufacturing 136,003 157,505
Energy 128,347 214,610
Culture and Art 35,807 15414
Mining 9,959 71,979
Transport and communications 6,982 8,936
Govemnment bodies 6,050 9,432
Other 90,855 101,810
Total 1,916,642 2,049,500

The Bank's lending activities are conducted in Ukraine. The ability of borrowers to repay
their debt is dependent on a number of factors including the financial position of the
borrowers, which is influenced, among other things, by the performance of the Ukrainian
economy.

Loans and advances to customers are mainly secured by pledged assets.

18



OJSC “State Savings Bank of Ukraine”

Financial statements

Notes to the financial statements as of and for the year ended
December 31, 2004

Ukrainian Government debt securities

Ukrainian Government debt securities as of December 31 are as follows:

2004 2003
(in thousands of Ukrainian hryvnias)
Ukrainian Government debt securities classified as available-for-sale
Ukrainian Government debt securities denominated in hryvnias:
Middle-term Ukrainian Government debt securities (“SDO™) 1,217,799 348,210
Long-term Ukrainian Government amortized debt securities (“DADO™) 252,357 334,062
Ukrainian Government debt securities for settlement of budget indebtedness
on value added tax (“OVDP VAT™) 109,753 -
Notes of the State Treasury 49,792 156,424
Long-term Ukrainian Government debt securities with pre-maturity settlement
option (“DDODF”) - 599,043
Converted coupon Ukrainian Government debt securities (“KOVDP™) - 15,349
Short-term state debt securities (“KDO™) - 51
1,629,701 1,453,139
Ukr‘ainian Government debt securities denominated in US dollars:
Converted Ukrainian Government debt securities (Eurobonds) 1,586 2,263
Total ' 1,631,287 1,455,402

As of December 31, 2003 the bank reclassified its held-to-maturity securities as available-
for-sale, since management no longer has intent to hold these securities to maturity. This
reclassification resulted in an unrealized gain of 22,736 UAH thousand, which was included
in gains less losses arising from changes in fair value of securities available-for-sale in the
income statement in 2003. As a result of this change, under IFRS, the Bank will not be able
to classify any financial assets as held-to-maturity until the year beginning January 1, 2006.

Middle-term Ukrainian Government debt securities (“SDO")

Middle-term Ukrainian Government debt securities are debt obligations issued by the
Ministry of Finance. These securities were acquired by the Bank at approximately nominal
value at auctions conducted by the Ministry of Finance during 2003 and 2004 and mature
from 2005 to 2009. As of December 31, 2004 the nominal coupon rate on these securities
varies from 10.7% to 11.8% per annum and the effective interest rate for these instruments
varies from 11.2% to 11.9% per annum. .
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