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Public Joint Stock Company “Bank for Investments and Savings”
Financial statements for the year ended December 31,2012
(UAH thousands)

Note 1. General information about the Bank activity

Public Joint Stock Company “Bank for Investments and Savings” (hereinafter — the Bank) is registered by the
National Bank of Ukraine on August 9, 2005.

The registered address of the Bank is 83-D Mel’nykova Street, Kyiv-04119, Ukraine.
The Bank Internet-webpage is www.bisbank.com.ua.

The reporting period presented in this Report is year 2012,
The report has been prepared as of December 31 2012 and represented in Thousands of hryvnias.

The Bank is included in the bank system of Ukraine (as of the end of 2012 there are 176 operating banks in
Ukraine), which is regulated by the National Bank of Ukraine.

The Bank is an independent financial institution and is not a part of consolidated groups or subsidiary structure of
any other companies. The supreme body of Management is the General Shareholders Meeting of The Bank for
Investments and Savings JSC.

The Bank is an active member of the Deposit Guarantee Fund.

By the end of 2012 the number of the Bank employees was 206 people (by the end of 2011 the number of the
employees was 184 people).

The strategic goal of the Bank is to create a new standard of service, which is client-oriented, the strengthening of
the Bank reputation as a stable and reliable bank of Ukraine, keeping the tendency of the dynamic increase of the
main financial rates and providing the high level of liquidity and solvency.

The Bank provides the bank services according to the licence #221 dated October 24 2011 received from the
National Bank of Ukraine, and the General licence to perform exchange transactions #221-2 dated August 30
-2012. According to these licences the Bank is allowed to perform the following transactions:

1. Involvement into deposits the assets and bank metals from the unlimited number of legal entities
and individuals.

2. Opening and maintenance of current (correspondent) accounts of clients, bank metals included.

3. Placement, including to current accounts, of deposit involved assets and bank metals on behalf of
the Bank on its own conditions and at its peril.

4. Exchange transactions:
- Non-trading transactions with currency values;

- Transactions with foreign currency cash and cheques (purchase, selling, exchange, acceptance to
collection of payments), which are performed at cash desks and exchange offices of the banks;

- Transactions with foreign currency cash and cheques (purchase, selling, exchange), which are
performed at exchange offices that operate according to the agent agreements between the banks and
resident legal bodies;

- Maintenance of accounts of clients (residents and non-residents) in the foreign currency, and
maintenance of Ukraine non-resident clients’ accounts in the cash unit of Ukraine;

. Maintenance of correspondent accounts of the banks (resident and non-resident) in the foreign
currency;

- Maintenance of correspondent accounts of the banks (non-resident) in the cash unit of Ukraine;

- Opening of correspondent accounts in the authorized banks of Ukraine in the foreign currency
and performing transactions with them;

- Opening of correspondent accounts in the banks (non-resident) in the foreign currency and
performing transactions with them;

- Involvement and placing the foreign currency on the currency market of Ukraine;

- Involvement and placing the foreign currency on international currency markets;

- Foreign currency trading on the currency market of Ukraine (excluding the transactions with
foreign currency cash and cheques (purchase, selling, exchange), which are performed at cash desks and
exchange offices of the banks and agents;

- Foreign currency trading on international markets;

- Attraction and placing bank metal on the currency market of Ukraine;

- Bank metals trading on the currency market of Ukraine;

. Other currency transactions on the currency market of Ukraine.
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Also, according to the Licenses received from the National Securities and Stock Market Commission on
November 20 2011, the Bank is authorized to perform its professional activities on the stock market of stock
trading, notably brokerage, dealer activities and underwriting.

Moreover, during 2010 the Bank received the National Bank of Ukraine permission to provide a new type of
financial service, notably fiduciary maintenance of assets and stock on the basis of contracts with legal entities and
individuals. ’

The Bank does not have the status of a specialized bank.

Among the main activities of the Bank there are: credit and deposit transactions, settling and cash service of
clients, foreign exchange transactions, transactions with stock, transactions with payment cards, documentary
transactions. The use of the policies of flexible and individual approach to every client allows the Bank, due to the
wide range of services for clients, constantly to increase its own client base and drain the clients’ assets to
deposits, and also, to provide wide activities in the crediting of the real economy sector of Ukraine.

Also, the Bank has a wide activity on the interbank market: it uses the instruments of the interbank market to drain
or place the resources promptly, and also, to perform the foreign currency exchange transactions in the benefit of
the clients or the Bank currency position.

In order to perform international transactions the Bank has set correspondent relations with “DEUTSCHE BANK
TRUST COMPANY AMERICAS” (the USA), “DEUTSCHE BANK AG” (Germany), and “CREDIT EUROPE
BANK N.V.” (The Netherlands), “Promsvyaz” JSC (Russia), “Pumb” PJSC, “Kredobank” PJSC and others.

The Bank is the member of SWIFT payment system from 2006. In 2008 the Bank for Investments and Savings
PJSC has become the member of Visa International payment system; the Bank has received the registration
certificate of the National Bank of Ukraine that confirms the right to issue Visa International payment cards, and
has begun the emission of the payment cards of this system, notably: Visa Electron, Visa Classic, Visa Gold and
Visa Platinum,

During incomplete five years since the beginning of the emission (as of December 31 2012), the Bank has emitted
more than 16.000 cards for its clients and provided salary projects for 111 companies. On May 2012 the Bank has
become a member of ATMoSfera united cash machine network.

In the reporting year 2012 the main concern of the Bank was about the providing the sufficient level of liquidity
and solvency (capital adequacy) while achieving the goal of dynamic increasing of the main financial indices.

In 2012 the total amount of the Bank net assets increased from (in Thousands of hryvnias) 1 911 100 to 2 147 528,
otherwise by 236 428 or by 12.4%.

The increase of the Bank assets was possible due to the increase of the following sources:
- Assets of banks — (in Thousands of hryvnias) 160 841;
- Assets of clients - (in Thousands of hryvnias) 76 296;

By the end of the reporting period the total amount of loans to customers was (in Thousands of hryvnias) 1 604085
(or 74.7% of the net assets). Also, a considerable part of the assets have been accumulated in liquid assets (22.5%):
financial assets and their equivalents - (in thousands of hryvnias) 316 132 (14.7%), assets in other banks - (in
thousands of hryvnias) 150 793 (7%) and securities in the Bank portfolio till maturity - (in thousands of hryvnias)
17451 (0.1%).

The investments in P&E and intangible assets increased by UAH 407 thsd (to UAH 23 319 thsd). In general, in the
reporting year the Bank has opened two new branches placed by the rent of premises.

The main sources of income in 2012 were: the net interest income (UAH 60 896 thsd), net commission income
(UAH 13 736 thsd) and foreign currency trade income (UAH 4 168 thsd). The Bank main expenditures were
caused by the administrative and other operating expenditures (UAH 74 144 thsd), and forming the reserves on
debts and credits (UAH 1 761 thsd). In general, the income before taxation was UAH 5 570 thsd, income tax —
UAH 1 218 thsd, net income after the taxation — UAH 4 352 thsd. In other words, the amount of received income
was sufficient to provide the profitable activities of the Bank.

During 2012 (by the results of work in 2011) the Bank shareholders received dividends in amount of UAH 2 030
thsd.
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In general, according to the results of activities in 2012, Bank for Investments and Savings PJSC has strengthened
its positions in the rating of Association of Ukrainian Banks according to the main financial indices:

as of December 31 2012 as of December 31 2011
(from 138 banks) (from 143 banks)

Net assets Position 51 Position 60

Capital Position 71 Position 69

Funds of legal bodies Position 48 Position 46

Funds of individuals Position 43 Position 48

Financial result Position 65 Position 60

Thus, since the foundation of the Bank for Investments and Savings PISC the main financial indices of the Bank
are keeping the tendencies of the constant grow. The Bank achieved great efficiency in maintenance of assets and
liabilities, which are expressed in the profitable activities and low specific weight of overdue credits in the credit
portfolio (only 0.02%). As a result, the Bank has increased its assets and the resource base having guaranteed the
sufficient level of liquidity and the high level of solvency.

The sufficient level of liquidity is confirmed by the factual values of the compulsory economic standard of H2 that
is “the adequacy of the regulatory capital”: by the end of 2010 its rate was 20.16% (minimal value set by the
National Bank of Ukraine is 10%). Standards of H2 are represented by the Bank ability to pay off its liabilities on
timely basis. Moreover, the amount of regulatory capital was UAH 286.984 thsd as of December 31 2012, and it
corresponded to all special license requirements on the amount of the regulatory capital of the Bank (in order to
perform the bank transactions according to the received license of the National Bank of Ukraine”.

The Bank successfully continues to realize the important strategic goal to widen a circle of the counter-agents
segments. In 2010 the client base of the Bank increased due to:

December 31 2012 December 312011
Number of clients, total, including: 14 861 11984
- economic entities 994 863
- individuals 13 867 11 121

During 2012 the client base of the Bank for Investments and Savings Public Joint Stock Company has mainly
been increased due to the involvement into transaction of the small scale and medium business entities, and also,
of the individuals (due to the payment cards emission). The Bank serves the entities of the food industry, fuel and
energy sector, agriculture, wholesale trade, building, transport, hotel business etc. The Bank also widely
cooperates with non-bank financial companies (those are mostly insurance companies, credit unions and other
financial entities).

Also, since 2009 the Bank has been cooperating with The State Mortgage Institution (the budget institution) in the
sphere of market mortgage crediting transactions.

Moreover, the Bank is an active member of the market of the interbank transactions. There are about 100 leading
banks acting as counter-agents of the Bank for Investments and Savings PJSC, and more than 50 of them are the
permanent partners in the performance of the credit and foreign exchange interbank transactions.

- The risk management system of the Bank for Investments and Savings PJSC is built according to
the requirements and recommendations of the National Bank of Ukraine and with considering the main
provisions of the Basel Capital Accord (Basel II). The process of risk management in the Bank is
maintained along with the use of the best experience in the risk management.

Also, The Bank Supervisory Board, the Bank Management, collegiate profile bodies (committees), Risk Analysis
and Management Department, Inner Audit Department are involved into the process of the risk management.

- The Bank Supervisory Board is responsible for the financial conditions and reliability of the
Bank to the Bank owners, investors, clients and bank supervisory bodies, and also:

- defines the organization structure of the Bank in the risk management;

- defines and approves the strategy of the Bank development, the Bank budget included;

- examines the reports prepared by the sub-department of the Inner Audit, external
auditors and the bank supervisory bodies;

- Hear the accounts of the Bank Management.
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As an executive body, the Bank Management is accountable to the Bank Supervisory Board, cooperates with the
Bank Supervisory Board in the questions concerning the risk management. The Bank Management is responsible
for the organization and implementation of the risk management process, provides the identification, evaluation,
control and monitoring of the risks, considering their mutual influence. The Bank Management forms the tactics of
work in the risk management by the approval of the mission, goals and tasks of the Bank.

The Management on the level of the Bank Supervisory Board and the Bank Management receives the reports on
the risk levels on a regular basis (adherence to the standards/limits for the risk positions and other analytical
materials on the main risk types).

The policies of the risk management is implemented by the function of committees, which are active in the Bank
on the permanent basis: the Credit Committee (responsible for credit risks), Assets and Liabilities Management
Committee (responsible for market risks and risks for liquidity), Information Security Committee (responsible for
operating risks, the risks for informational security included), Tariff Committee (respensible for the pricing
policies), Tendering Committee (responsible for expenditures management). All these committees are analytically
supported by the Risk Analysis and Management Department. In case, if the credit is becoming a problem, the
Bank security Department and the Juridical Department carry out the work with the problem debt (soft/hard &
legal collection).

- The Credit Committee is a collegiate body. It is independent in its decision making, and it has been
founded to adhere the optimal structure of the Bank credit portfolio in general and in the departments in particular.
Also, the Credit Committee is responsible for the setting and realization of the credit and investment policies of the
Bank, the setting of the maximum amount of the credit portfolios of the Bank institutions, decision making about
granting of credit and other active transactions, and setting and control of the concentration limits.

- The Assets and Liabilities Management Committee (ALMC) is a collegiate body, which is
headed by the Chairman of the Management Board. The main task of the ALMC is to provide the current
tasks and the Bank plans realization in order to achieve its strategic goal, by using the appropriate
policies, methods and instruments of management and control of the liquidity risks and market risks
(exchange, interest, price risks). The ALMC defines the methodology of the management of the market
and liquidity risks, sets appropriate limits and standards, and also, it controls their fulfillment. Also, the
ALMC is responsible for the planning of the Bank capitalization. The information for the ALMC on
market and liquidity risks is prepared and developed by the Risk Analysis and Management Department

- The Information Security Committee is a collegiate body. It is independent in its decision-
making process, and it has been founded to minimize possible damages from the influence of the
operating risks (information security risks included).

- The Tariff Committee is a collegiate body. It is independent in its decision-making process, and
it has been founded to set the bank services tariffs.

- The Tendering Committee is a collegiate body. It is independent in its decision-making process,
and it has been founded to optimize the Bank expenditures in purchase of the inventory holdings and
software by organizing and holding tenders.

There is a separate department in the Bank, which is responsible for risk management and methods of their
minimizing. It is the Risk Analysis and Management Department. The tasks of this Department are:

- Adherence to the procedure of the risk management according to the requirements of the National
Bank of Ukraine and the recommendations of the Basel Committee on Bank Supervision; '

- Timely identification and evaluation of the market risks in all bank transactions of the Bank, the
optimum allocation of resources between all types of active transactions and their efficient usage.

- Calculation of the main quantity indices of risks according to the inner normative documents
currently in force, and prevention of the non-fulfillment of the inner indices / limits of risk.

The Head of Risk Analysis and Management Department reports directly to the Chairman of the Management
Board. The Head of Risk Analysis and Management Department is a member of the Bank Management and
following collegiate bodies: the Assets and Liabilities Management Committee, the Credit Commnittee, the
Information Security Committee and the Tendering Committee.

The Inner Audit Committee holds regular checks of the activities of all bank departments on the basis of adherence
of all normative legal acts of the National Bank of Ukraine and inner normative provisions of the Bank. The
consideration of the recommendations and notes of the Inner Audit Committee helps the Bank to minimize the level
of risks.

- The risk management is maintained according to the accepted Bank Development Strategy. In
particular, the strategy in the risk management is based on the principles of adherence to the break-even
activities and is aimed to provide the optimum correlation between the profitability of the business
activities of the Bank and the level of the risks accepted by the Bank.
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- The risk management strategy contemplates the usage of all possible instruments to lower the risks
and the usage of every instrument considering the type of risk.

- During the reporting year, aiming to create a maximum efficient system of the risk management,
the work on projecting, implementation and improvement of the evaluation, analysis and risk management
system has been performed.

- In order to manage the risks efficiently, the Bank created and performs the procedures of the
liquidity, credit, transactional and market risk management. These procedures of the risk limitations are
used to provide the Bank stability and reliability while achieving the planned results of its activity.

- The Bank is improving and developing new methods of risk evaluation and management on the
permanent basis, and that allows performing the most effective decision-making process in different
spheres of the Bank activities in market conditions. The efficiency of the Bank developed and implemented
procedures of the risk management is aimed to ability to timely identify and evaluate in terms of quantity
the Bank position in case of rise of unforeseen situations.

The Bank has four strictly defined interrelated stages of the risk management:
. Risk identification;
- Risk evaluating in terms of quantity;
- Risk management (elimination or minimization of the negative influence),
- Risk monitoring and control.

While performing the process of the risk identification, the Bank is constantly and systematically detecting the
sources of risks, defying the risk factors and their classification.

During the process of calculation and evaluation of risk, the probability of risk rise and the amount of possible

damages in the case it has arisen are defined; also, the evaluation of the risk level in terms of quality and quantity
is defined.

Depending on the results of the calculation and evaluation of risks, the following methods of the risk management
are used: declining, decreasing, optimization, acceptance, distribution or transfer of risks.

There is a developed system of risk limits and risk limit adherence control in the Bank. The system of limits and
standards set in the Bank allows to effectively limiting the risks without considerable loss of the Bank financial
policy flexibility.
The limit system includes all crucial types of risks and also, it contains:
- Structural limits;
- Positional limits;
- Indicative limits;
- Limits of personal authorities (for branches).
The main areas of the Bank risk management:
- Management of credit risks;
- Management of market risks (risk of interest rate change, exchange risks, stock risks);
- Management of operating risks;
- Management of liquidity risks.
Credit risks
In order to monitor and regulate the credit risks, the Bank has developed credit policies, provisions, methods,
procedures of credit risk management.

The Bank constantly provides the improvement of the credit procedures (in the sphere of decision-making in credit
risks and renewal of the methods of defying the solvency of debtors.

The Bank inner normative documents have been renewed according to the requirements of the National Bank of
Ukraine Management Resolution #23 “Procedure of formation and usage of reserves for compensation of possible
damages from the active bank procedures for banks of Ukraine” dated January 25 2012 (with amendments
introduced by the NBU resolution #499 dated November 30 2012).

The Bank Management receives the administrative reports on the conditions and quality of the credit portfolio.
The decisions on the credit risks are approved by the Management, The Credit Committee and The Assets and
Liabilities Management Committee (ALMC) according to the divided authorities.

The process of management of the exchange, interest and liquidity risks is performed by the Risk Analysis and
Management Department.
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The interest and liquidity risks

The interest and liquidity risk management is performed with the help of the following instruments:
- Setting the GAP-breaks in assets and liabilities;
- Adherence of the liquidity standards and obligatory reservation norms;
- Net interest margin level and spread management;

- Setting of the minimal accepted interest rates in the credit transactions and maximum accepted
deposit involvement rates;

- Setting of the positional limits on the interest assets and liabilities;
- Conduct of the stress-testing;
- Development of the plan of actions in case of the unforeseen events;

The procedure of the interest and liquidity risk management is set by the appropriate provisions and methods
approved by the Bank Management.

Exchange risk
The exchange risk management is performed with the help of the following instruments:

- Setting of limits of the long-/short-term exchange transactions on convertible and nonconvertible
currency separately;

- Usage of VAR- methodology;

- Usage of instruments of hedging;

- Conduct of back-testing and stress-testing;
- Sensitivity analysis.

The calculation and setting of the limits of the exchange position is performed according to the calculation
methodology of the abovementioned limits, and also to the normative documents of the NBU.

During the routine regime the Risk Analysis and Management Department by issuing a resolution has a right to
correct the limit parameters of the assets and liabilities transactions performance.

Monitoring of the adherence to the set limits is performed during the set terms on the ALMC with decision made
concerning the violators and the means of solving of the problem situations, which can prevent the process of risk
negative influence elimination.

Operating Risks

The operating risks management is maintained in the following main groups of the operating risks: human factor
risk (mistake, inner and external fraud etc.), process risks (inadequacy of the processes and/or control), technology
risks (equipment errors, its discrepancy, system systemic disruptions etc.), external events risks (natural disasters,
wars etc.).

The task of the risk management is to minimize the operating risks by means of:
- Increase of the bank technologies efficiency;
- Analysis of the efficiency of the information flows functioning;
- Development of the calculation and monitoring system of the operating risks;
- Regular monitoring of operating risk indicators;
- Forming the list of operating risk factors;

Aiming to limit the operating risks connected with the defects in systems and procedures of the management,
support and control, there is a control of a proper usage of the Bank normative documents, aimed to risk
management (provisions, regulations, bank products etc.) by all Bank branches.

According to the organization structure of the Bank, the Management bodies of the Bank are the General Meeting
of Shareholders, the Supervisory Board and the Bank Management.

The General Meeting of Shareholders is the supreme body of the Bank management. All the shareholders or their
appointed representatives take part in the Meeting,.

The representatives can be appointed on the temporary or permanent basis.

The shareholders have a right to delegate their authorities on the General Meeting to their representatives.
Ordinary General Meeting of Shareholders is convened no less than once a year. Extraordinary Meeting is

convened if the special circumstances mentioned in the statute documents are arising, in case of the Bank
insolvency, and also in any other case, if it is demanded by the Bank interests.

The Supervisory Board of the Bank or Shareholders, who together hold no less than 10 % of votes, have a right of
demanding to convene the Extraordinary General Meeting of Shareholders in any time for any reason, which
concerns the Bank interests.
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The Supervisory Board of the Bank is elected by the General Meeting of Shareholders from the number of the
Bank Shareholders or their representatives. The members of the Supervisory Board cannot be members of the
Bank Management or the Bank Revisionary Board.

The Supervisory Board approves the organization structure of the Bank.

The Bank Management is an executive body of the Bank, and it maintains the current activity of the Bank, forms
its funds needed for the statutory activity of the Bank and is responsible for the efficiency of its activities
according to the principles and procedures set by the Bank Statute, decisions of the General Meeting of
Shareholders and the Bank Supervisory Board.

In the bounds of its competence the Management acts in the name of the Bank and is accountable to the General
Meeting of Shareholders and the Bank Supervisory Board. The Management is acting on the basis of the
provisions that are approved by the Bank Supervisory Board.

The members of Management are appointed by the Bank Supervisory Board.

The Management convenes the General Meeting of Shareholders in cases mentioned in the Statute and by the
demand of the Bank Supervisory Board or the Revisionary Commission.

The Bank Management is elected by the Bank Supervisory Board for a period until its re-election.
The corporate culture of the Bank is set by the inner normative documents of the Bank.

As of the date of preparation of the financial report for 2012, none of the means of stoppage of the Bank services
has been used towards the Bank for Investments and Savings Public Joint Stock Company.

As of December 31 2012 the Bank had limitations in ownership of the following assets (in connection of grating
of them as a pledge to other counter-agents: total — UAH 98.418 thsd (property rights to the financial assets on the
deposits and interbank agreements.

As of December 31 2012 the owners of the considerable part of the Bank for Investments and Savings Public Joint
Stock Company are residents of Ukraine exclusively:

1) Serhyi Mykolayovych Lahur — 15.91% of the total share capital;
2) Stepan Petrovych Ivakhiv —23.33% of the total share capital;

3) Andriy Volodymyrovich Popov — 15.00% of the total share capital (including 14.9996% of direct
participation, and 0.0004% of indirect participation, which is expressed in owning of the Kompaniya
Evrorezerv Limited Liability Company).

The part of management in the Bank shares is absent.
There were no mergers, takeovers, partitions or separations of the Bank in the reporting year.

On December 21 2012 the Credit Rating independent rating agency made a decision about the increasing the credit
rating of the Bank for Investments and Savings PJSC for one level to the uaBBB+ level, that is an investment level
with the prognosis as “stable”.

Also, the agency confirmed the rating of stability of bank deposit on the level of «4-» (that is “high reliability”).

Note 2. The economic environment of the Bank

In general, the economic environment in 2012 was conditionally stable, which encouraged the development of the
banking business in Ukraine.

The gross domestic product of Ukraine increased by 0.2%. The amount of industry production decreased by 1.8%
due to the decrease of the level of reclamation industry (in particular, light industry, metal production). The revival
was noticeable in such spheres as mining, production and distribution of the electricity, gas and water.

By the results of 2012 the deficit of consolidated balance of payments in amount of $4.2 bn was registered. In
2011 the abovementioned sum was $2.5 bn. Because of the unfavorable conjecture on the international goods
markets the foreign economic activities of the transactors of Ukraine in 2012 demonstrated unstable dynamics of
the exceeding the volume of goods exports (which increased by 0.6% to $68.809 bn) over the volume of goods
imports (which increased by 2.5% to $84.658 bn); that led to the red ink in amount of $15.848 bn, which was the
main reason of the deficit of consolidated balance of payments.

In general, by the preliminary information of the State Statistics Service of Ukraine in 2012 the amount of
agricultural production reduced to UAH 222 bn (or by 4.5%). The biggest setback in production took place in the
agricultural enterprises (6.5%), and in households this rate was 2.4%. In comparison with 2011, the shortening of
the agricultural production mostly could be explained by the record harvest fixed a year ago. In comparison with
two previous years (2009-2010), the amount of agricultural production increased by 12.1% and 13.9%
respectively. Note: by the end of 2010 and 2009 the amounts of agricultural production were UAH 194.9 bn and
197.9 bn respectively.

17



Public Joint Stock Company “Bank for Investments and Savings”

Financial statements for the year ended December 31, 2012

(UAH thousands)

By the results of 2012 ,the amount of building sector production was UAH 62.280 bn, that is by 13.8% less than in
2011, but by 14.3% higher than in 2010 and 8% higher than in 2009. The Negative dynamics can be explained by
the fact that in 2011 the activation of the state programs on realization of the infrastructural projects of preparation
to the Euro-2012 European Football Cup with the relevant influence on the amounts of the sector production of
that year, while in 2012 the amount of such investments was much shorter. Note: as of the end of 2010, 2009 the
amount of the sector production was UAH 54.460 bn and UAH 57.570 bn, respectively.

The turnover of the retail trade increased to UAH 804.33 bn in 2012 or by 15.9% in comparison with 2011.

For the first time in the last 10 years Ukraine completed the year with the 0.2% deflation. The decrease of the
consumer prices was fixed for the first time since 2002 (the deflation rate in 2002 was 0.6%). The inflation (the
consumer price index) in 2011 in comparison with 2010 was 4.6%.

The last reporting year average monthly salary of one employee grew to UAH 3025 (nominal salary grew by
14.9%; a real one grew by 14.4%).

Among the positive tendencies one should mention the relative stability of the exchange market of Ukraine: the
official rate of exchange of hryvnia to American dollar almost did not change, and by the end of the year it was
7.993 UAH/USD (as of the beginning of the year it was 7.9898 UAH/USD). It had place also due to the support of
the rate stability by the means of the international reserves of NBU (which decreased from USD 31.79 bn to USD
24.5 bn during 2012). .

In general, the dynamics of the most macroeconomic indices in Ukraine represent the uncertainty of the business
activity in the most sectors of economics, but that did not have bad influence on the economic revival of Ukrainian
commercial banks, which assets grew to UAH 1.127 trl or by 6.9% during the last year.

Also, the absence of the scandalous cases on the bankruptcy (liquidation) of Ukrainian banks, the relative stability
of the exchange market of Ukraine and high profitability of the deposits in 2012 allowed. Ukrainians to revive trust
to Ukrainian banks, and that has influenced on the increase of the population assets amounts on the bank accounts
to UAH 364 bn or by 18.9%. The assets of the entities also increased to UAH 202.5 bn or 8.8% for the last year.
The growth of the resource base due to the clients encouraged the increase of crediting of the real sector of
economy: the amounts of credits granted to entities increased to UAH 609.2 bn or by 4.9% along with the decrease
of the credit amounts granted to individuals to UAH 161.8 bn or 7.4%.

During 2012, the equity capital of Ukrainian banking system continued to increase. The total amount of the equity
capital is still lower than the share capital of the banks, which is explained by considerable accumulated losses in
2009-2011. In general, in 2012 the amount of equity capital grew by 9.5% (UAH 14.7 bn) and by the end of 2012
constituted UAH 170.2 bn. Despite the increase of the share capital by banks (by 1.1% or to UAH 176.2 bn as of
the end of 2012), the general level of bank capitalization descended: the mean value of “regulatory capital
adequacy” N2 standard decreased from 18.9% to 18.1%, which represents the sufficient level of solvency of
Ukrainian banking system (the minimum indispensable value of 10%).

A certain economic stability in 2012 and also, the significant past-due credit loan forgivenesses to off-balance-
sheet accounts and/or novations (selling) of the problem credits to third-party companies, were conductive to
decrease of the aggregated past-due credit loans (to UAH 78.8 bn or by -0.7%).

For the first time in last three years the Ukrainian banking system has completed the year with the UAH 4.9 bn
profit (while in 2011 and 2010 the losses constituted UAH 7.7 bn and UAH 13.0 bn, respectively). A gradual
movement to the profitable activities is connected with the fulfillment by banks the reserve forming on distressed
loans, the amount of which is gradually decreasing on statements of banks.

Despite the conditionally stable economic environment, the financial conditions of the Bank for Investments and
Savings Public Joint Stock Company under its influence were stable, which are demonstrated by the positive
dynamics of the main financial indicators, low level of past-due credit loans, sufficient level of capitalization and
profitable activities.

Note 3. Bases of presentation of the financial statements

The financial statement of the Bank is prepared according to the requirements of the International Financial
Reporting Standards.

The Bank maintains records according to the rules and provisions, which regulate the banking activities in
Ukraine. The prepared financial statement for 2012 is based on the provisions of the Instruction on Compilation
and Disclosure of the Financial Statements of Banks of Ukraine, approved by the Board of National Bank of
Ukraine Resolution #373 dated October 24 2011 (with amendments introduced), the Procedure of Transformation
Method Implementation in Compilation of the Financial Statements of Banks of Ukraine approved by the Board of
National Bank of Ukraine Resolution, dated December 10 2012, #510.
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Functional and presentation currencies

The main transactions of the Bank are performed in hryvnias. Ukrainian hryvnia is the national currency of
Ukraine; all accounting records are being kept in hryvnias, as well as all statements according to the national
procedures of accounting. On the assumption of abovementioned information, the Bank specified the Ukrainian
hryvnia as a functional currency. The transactions in currencies other than hryvnia are considered as ofeign
exchange transactions. The Ukrainian hryvnia is also specified as a presentation currency of the financial
statement. All sums mentioned in this financial statement are given in Thousands of hryvnias of Ukraine (if no
other is mentioned).

Note 4. Accounting policies
Note 4.1. Consolidated financial statements

The Bank does not have any associated or subsidiary companies, and therefore, it does not prepare the
consolidated financial statement.

Note 4.2. Basic estimations of financial statements preparation

This financial statement has beeii prepared on the basis of assessment principle of historical costs, excluding the
items, which are represented at fair value or amortized cost, according to IAS 39 “Financial Instruments:
Recognition and Measurement”.

During the initial recognition of assets, liabilities, equity capital, profits and losses, the foreign exchange
transactions are represented in the accounting in double value: at face value of foreign currency and its equivalent
in hryvnia according to the official currency rate as of the date of accounting transaction performance. In the
financial statement the assets and liabilities of the Bank in the foreign currency are represented in hryvnia
equivalent of foreign currencies according to the official hryvnia exchange rate as of the date of financial statement
compilation,

Note 4.3. Initial recognition of financial instruments

According to IAS 39 “Financial Instruments: Recognition and Measurement”, the financial instruments of the
Bank are classified at the moment of their acquisition as: loans and receivables; financial assets of fair value
through profit and loss, held-to-maturity investments, financial assets available for sale, financial liabilities, which
are evaluated at fair value through profit or loss.

The Bank recognizes the financial asset or liability, when the Bank becomes a party of contractual provisions
considering this financial instrument.

During the initial recognition the financial assets or liabilities are evaluated and represented in the accounting at
fair value. After the initial recognition they are represented through amortized cost with using of the effective
interest rate instrument, excluding the financial assets at fair value with representation of revaluation through profit
or loss.

In case if the investments are not classified as financial assets at fair value through profit or loss, then at the
moment of their initial recognition the expenditures are added to their fair value, which are directly connected with
the transaction.

The fair value during the initial recognition of the financial asset is proved by the cost of the transaction.

The profit or loss during the initial recognition is accounted only in that case if there is a difference between the
fair value and transaction cost, which can be proved by the current market transactions with the same instruments,
or evaluation methods, which are using the open market information.

All transactions of purchase or sale of financial assets, which presuppose the delivery during the period defined by
law or accepted by market, are recognized on a date of transaction, that is the date the Bank assumes
responsibilities of purchase of asset. All other transactions of purchase of financial instruments are recognized on a
settlement date and a date of proprietary transfer of such instruments.

The initial recognition of financial instruments is performed using following values of separate items of assets and
liabilities.

Financial assets

Loans and receivables. This category includes the non-derivative financial assets with fixed payments or
payments, which are to be recognized and do not have quoting on the active market and shall be returned on a
fixed date or a date, which shall be defined; here at the Bank does not intent to perform trade transactions with
these receivables. Granted loans are initially evaluated and represented in accounting at fair value with due regard
to expenses, which are connected with the transaction performance directly. After the initial recognition the
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mentioned assets are calculated at amortized cost price using the effective interest method. Such assets are debts of
other banks, granted loans to clients etc.

Financial assets at fair value through profit and loss. This category includes securities recognized by Bank
during the initial recognition, towards which the Bank has an intent and possibility of account at fair value with
revaluation recognition through profit and loss. After the initial recognition the abovementioned securities are
calculated in a trade portfolio. The expenditures for purchase transactions are recognized through the expenditures
accounts during the initial recognition of such securities.

Financial assets available for sale. This category includes non-derivative financial assets, which the Bank intends
to hold during indefinite time, and which can be sold to cover the liquidity or because of changes of interest rates,
foreign exchange rates or securities cost. Securities are considered as such assets. The securities for sale after the
initial recognition are calculated at fair value with further revaluation. As of the reporting date the securities
available for sale in the Bank portfolio are absent.

Held-to-maturity investments. This category of financial assets includes non-derivative financial assets, which
have market quotation with the fixed payments or assets shall be recognized, and fixed terms of maturity, which
the Bank has an intent and possibility to hold to maturity terms. The investment securities are considered as such
investments. Bank held-to maturity investments after the initial recognition are calculated at amortized cost.

Financial liabilities

Due to other banks. Debts to other banks are calculated from the moment of granting to the Bank of the cash assets or
other assets by counter-agent banks and the National Bank of Ukraine. These debts are granted loans by counter-agent
banks, granted loan of refinancing by the NBU. Mentioned non-derivative financial liabilities are calculated at
amortized cost.

Due to clienfs. Assets and deposits are recognized by the Bank during their involvement from clients, who are the
owners of the cash assets (individuals and entities). The involved assets of clients include non-derivative financial
liabilities to individuals, state or corporate clients, and are calculated at amortized cost.

Provided guarantees to clients are initially evaluated at fair value, that is the sum of received fees (rewards for
guarantees provided). The fee received for guarantee provided is amortized by the straight line method through the
duration period of the respected guarantee.

Debt securities of own emission. The debt securities can be realized, by the nominal value, with discount or premium,
by the Bank. Interest charge and discount (premium) amortization on these securities are performed using the effective
interest method and depending on conditions of securities issuing, but at least once in a month during the period from
the security sale until its maturity. As of the reporting date the debt securities of own emission in the Bank portfolio
are absent.

Note 4.4. Impairment of financial assets

The Bank creates the provision for possible impairment for all categories of financial assets excluding those
calculated at fair value through profit or loss.

The Bank considers the financial assets as an impaired one, and the damages due to impairment are arising for the
Bank only when there are objective signs of impairment in a result of one or several events, which had place after
the initial recognition and can be authentically evaluated, and such case or cases of arising of detrimental events
have influence on expected future cash flows or a group of financial assets, which can be authentically defined.

The objective sign of impairment (depreciation) of financial assets is information considering such detrimental
events:

- A debtor or a group of debtors are suffering from significant financial difficulties at creditor or
emitter, including those connected with the changes of situation in the national economy, violate
obligations of interest payments or the principal of loan;

- The creation of such conditions due to the economical or juridical reasons of financial difficulties
of the debtor by the creditor, which could not be created in other circumstances (interest rate change,
prolongation etc.);

- The availability of information about possible bankruptcy or financial reorganization;

- The availability of information about violation the terms and conditions of the equivalent
financial asset by the creditor or emitter, and inability to realize present cover funds, if exits, by lowering
their cost, due to the negative changes of market conditions, and also on the basis of data of observed
market information, decrease of expected future cash flows, which can be authentically evaluated.
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The impairment of financial assets is represented by the means of forming provisions for reimbursement of
possible losses of active banking transactions at the Bank expense.

With the aim of forming provisions for financial assets the Bank evaluates the risks of such assets starting from the
date of their recognition in the accounts until the date of their derecognition.

The Bank evaluates the risk of non-fulfillment of obligations by debtor/counter-agent, and forms the provision to
its full extent regardless of the amount of its profits as of the first day of every month next to the reporting one.

The impairment expenses for financial assets are presented in the Statement of Income and Comprehensive
[ncome.

The assets, the maturity of which is considered as impossible, and in relation to which all necessary procedures of
full of partial reimbursement are completed, and the final loss sum is defined, are written-off at the expense of
formed provision for impairment.

In case if the cash from before written-off assets is delivered, it is also recognized as profit on an acquisition date.

The decision on reimbursement (writing-off) at the expense of reserve of bad debts is made by the Bank
Management.

Note 4.5. Derecognition of financial assets
The Bank derecognizes the financial assets (or a group of financial assets) by the following criteria:

- If the period of validation for cash flows of the financial assets defined by the agreement,
terminates;

- If the transfer of financial asset meets the criteria of derecognition, which are provided below.

The Bank transfers the financial assets if one of the following conditions is fulfilled.
1) The banks transfers the right to receive contractual cash flows from the financial asset;

2) The Bank reserves the right to receive the cash flows from the financial asset provided by the
contract on transfer, but it assumes responsibilities of cash flows payment to one or several receivers
according to the contract meeting the following conditions:

- The Bank does not have any obligations of payment to a final buyer before the receipt
of the initial asset equivalent amount.

- The terms and conditions of the contract prohibit the Bank to sell or deposit the initial
asset as a pledge, excluding its transfer to the final receiver as a guarantee of payment of
cash flows; '

- The Bank is obliged to transfer any cash flows, which are encashed by it due to the
power of attorney issued by the final buyers without a significant delay.

During the transfer of the financial asset the Bank evaluates the bounds, where it reserves all the risks and rewards
from possessing of the asset, including:

a)  If in general all risks and rewards of possessing of the financial asset are being transferred, then
the Bank can derecognize the financial asset and recognize rights and liabilities evolved or preserved
during the transfer as an asset or a liability, separately.

b)  Ifin general the Bank reserves all risks and rewards of possessing of the financial asset, then the
Bank is still recognizing the financial asset;

¢) If in general the Bank does not transfer and reserve all risks and rewards of possessing of the
financial asset, then the Bank defines whether the control over the financial asset is reserved.

The Bank has no control over the transferred asset, if the party receiving these assets is able to sell it to the third

unrelated party and can perform this selling unilaterally without a need to set additional restrictions for such
transfer.

If the control over the financial asset is not retained, then the Bank derecognizes such asset and recognizes the
rights and liabilities, evolved or reserved during the transfer, as an asset or a liability, separately. In case the
control over the financial asset is reserved, the Bank continues to recognize such transferred assets in the bounds
of its further share.

Recognition of a financial liability terminates in case of payment, annulment or termination of the maturity period
of the respective liability.
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In case of change of one available liability to the same creditor with significantly different conditions, or in case of
introducing significant changes to the conditions of the existing liability, the recognition of the initial liability
terminates, and a new liability is represented in the accounting with the recognition of the difference in carrying
cost of liabilities.

Note 4.6. Cash and cash equivalents

The Bank includes cash, assets in the National Bank of Ukraine and assets, which are accounted on correspondent
accounts and overnight loans to the cash and cash equivalents.

The cash and cash equivalents are represented at cost price or amortized cost.

The Bank does not include restricted cash in the cash and cash equivalents. These assets are the amounts of
required reserves defined by the regulatory legal acts of the National Bank of Ukraine, and assets on accounts and
cash cover placed in other banks demanded by the counter-agent bank in different transactions (letters of credit
etc.).

The information on the cash and cash equivalents is disclosed in Note 6 “Cash and cash equivalents”
Note 4.7. Bank metals

The Bank performs purchase and sale of the bank metals with the aim to generate profit due to the short-term
fluctuations of prices or dealer’s margin. Gold and other bank metals are accounted according to the rates of the
National Bank of Ukraine, which is approximately corresponds with the fair value, and the gains and losses are
represented as a part of gains and losses and other comprehensive income. As a result of the Bank evaluating the
bank metals at fair value, the requirements of IAS 2 “Inventory” are not applied to them as regards the value. The
information on the bank metals is disclosed in Note 13 “Other assets”.

Note 4.8. Trading securities

To this category of the financial assets the Bank includes the trading securities accounted at fair value through
profit and losses.

The securities are classified as trading securities, if they have been purchased by the Bank with the aim of their
sale in short-term prospects and receipt of the profit from the short-term fluctuations of the market price, and they
are accounted in the trade portfolio.

The trade portfolio has the following securities as accounted:

- Debt securities, shares and other common shares, which are used by the Bank in order to
receive profit in a result of the short-term fluctuations of price or dealer’s margin and sale
in the nearest future;

- Any other securities, which are during the initial recognition defined by the Bank as
those the Bank has an intent and possibility to account at fair value through profits and
losses (excluding the securities not having the quoted price on the active market and the fair
value of which is difficult to define accurately).

The trade securities are initially evaluated at fair value. The expenses for transactions of purchase are recognized
in the accounts of expenditures during the initial recognition of such securities.

In case of change of a fair value, the revaluation of the securities is performed according to the data of the last
quotation in the reporting period at the officially organized market. The result of revaluation is obligatory
represented in the accounting as of the balance date.

In order to define the fair value of the securities, according to which the quotation as listed securities registered in
the Stock Register are disclosed, the Bank follows IAS 39, “Financial Instruments: Recognition and
Measurement”, namely: current fair value of security is defined by its quoted price of the purchaser according to
disclosed quotations of listed securities at stock exchange as of the date of the close of last exchange day of the
reported month. In case of absence of such quotations on the defined date, the Bank must define the fair value of
the security according to the last stock price, which is defined by the results of the stock trading that took place
during last five days of the reported month.

Results of changes of the fair value of the trading securities prices are disclosed in the items of the Statement of
Income and Other Comprehensive Income, that are “Profits/ (losses), which arise during initial recognition of
financial assets at interest rate higher or lower, than the market one”, and “Results of revaluation of other financial
instruments accounted at fair value through profits and losses”.

Trading securities are not reviewed for impairment.

In case of sale of securities from the trading portfolio, the profit or loss (the difference between the sale cost and
balance cost) is represented in the item “Results of transactions with securities of the trading portfolio of the Bank”
of the Statement of Income and Other Comprehensive Income.
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The interest charge is performed depending on the securities issuing conditions, but no less than once in a month
during the period starting from the date of security acquisition until the its maturity date or sale.

Note 4.9. Loans to customers

Loans to customers are non-derivative financial assets with fixed payments or payments which are to be
recognized and do not have a quotation on the active market, and shall be returned on the fixed date or a date may
be defined, and here at the Bank does not have an intent to perform the trading transactions with these receivables.

The loans to customers are represented beginning from the moment of granting of cash assets to the creditors. The
Bank evaluates the granted loans during the initial recognition at the fair value, including the expenditures for
transaction and other payments, which are connected with the loans initiating. With the presence of the active
market, the fair value of loans is measured by the Bank using the method of discounted cash flow analysis through
the market interest rate for the similar financial instrument. If such active market is absent, the fair value of the
loans is defined by other methods of measurement (the market price is defined as a sum of a common market-
value (e.g. LIBOR rates, EURIBOR etc.). The market interest rates are set by the decision of the Assets and
Liabilities Management Committee of the Bank.

The loans granted at the interest rate, higher or lower, than the market interest rate, are measured as of the date of
grant at the fair value, which present future interest payments and payments of principal debt discounted cum of
market rates of analogue loans. At that, the Bank recognizes the profit or loss of the first day at amount of the
difference between the fair and nominal value of the loan. Profit of loss recognized by the Bank is represented in
the Statement of Income and Other Comprehensive Income in the item “Profits/ (losses), which arise during initial
recognition of financial assets at interest rate higher or lower, than the market one”.

In what follows, the loans to customers are measured at amortized cost price using the effective interest rate during
the amortization of a discount (premium) and interest charge. The amortization of the discount (premium) of the
financial instruments is performed along with the interest charge.

During the reporting period of 2012, the Bank granted guarantees of provision of offer and guarantees of provision
of contract conditions implementation to clients. The granted financial guarantees are initially measures at fair
value, which equals to the amount of received commissions (reward for guarantee granted). The commission
received for the granted guarantee is amortized during the term of validity by straight line depreciation method.

In order to maintain the solvency of the debtors, which are in a difficult situation due to the unforeseen
circumstances, relevant decrease of the credit risk and provision of the stability of its activities, the Bank performs
the restructuring of credit transactions.

Restricting is a change of significant conditions of the credit transactions with the characteristics of depreciation
accepted by both parties (the Bank and the debtor) in the signed additional contract to existing credit agreement or
a conclusion of a new contract on crediting with the financing of existing receivables aiming to decrease the debt
load of the Debtor and resumption of his solvency.

The Bank uses standard variants of restricting (change of the date of credit repayment, deferral of periodical
payments at main amount of debt and/or at interest (profit) charge for credit transactions, credit foreign exchange
change to the national currency, refinancing, decrease of the interest rate of the credit (permanently or temporarily)
or decrease of the amount/disuse of the contractual presumptive damages etc.).

The Bank is constantly analyzing the restructured loan in order to control the quality of the restructuring
performance and ability to perform future payments. Such loans will be measured for the impairment at a later
date.

The information on the loans and receivables is disclosed in the Statement on the financial conditions in Note 9
“Loans and receivables of clients”.

Note 4.10. Securities for sale in the Bank portfolio

In the portfolio of securities for sale the shares and other common securities, debt securities non-classified to other
portfolios are accounted.

The securities for sale in the Bank portfolio are initially measured and represented in the accounting at:
- Fair value;

- Cost price plus the impairment: shares and common shares, fair value of which is
difficult to define;

The profit from the debt securities is recognized on a daily basis. The discount (premium) amortization is
performed using the effective interest rate method along with interest charge.

The expenditures for transactions connected with the purchase of the debt securities to the portfolio for sale are
represented for the accounts of the discount (premium) during the initial recognition of these securities. :
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The securities for sale in the bank portfolio as of the reporting date are absent. During the reporting period of 2012
the Bank has not performed any purchase and sale transactions of the securities in the portfolio for sale.

Note 4.11. Sale (purchase) of securities with liabilities of buy-back agreements

Securities purchased under buy-back agreements (buy-back repo) are represented as due to banks or loans granted
to clients.

All profits or losses, which arise from the transactions of sale (purchase) of the securities with liabilities of buy-
sell back are recognized as interest, and are charged during the time of validity of the reverse repurchase
agreements using the effective interest rate method.

During the reporting period of 2012, the Bank has not performed any sale (purchase) of the securities with
liabilities of buy-back transactions.

Note 4.12. Securities held-to-maturity in the Bank portfolio

In the held-to-maturity securities the common securities, securities with assignable payment, securities with the
fixed term of payment, which the Bank intends to hold to maturity in order to receive the interest profit.

The purchased securities held-to-maturity in the portfolio are initially measured and represented in the accounting
at cost price. After the initial recognition the securities held-to-maturity in the portfolio are represented in the
accounting at amortized cost price using the effective interest rate method.

The profit recognition and amortization of the discount (premium) of securities are performed using the effective
interest rate method.

The expenditures for transaction, made during the purchase of the securities, are included into the cost of purchase
and represented at accounting of the discount (premium) account.

Note 4.13. Investments to associates

The investments in associates are the shares and common shares of emitters, which correspond to the definition of
the Bank associated company, excluding such securities that are purchased and/or held only untit the sale in 12
months since the purchase date.

The investments placed to associated companies are initially measured and represented in the accounting at cost
price. The expenditures of transactions connected with the purchase of the investment increase the amount of such
investment as of the date of its purchase.

The investments to associated companies are accounted using the equity participation method with considering its
impairment, and are represented in the accounting at the value, which is defined with considering the change of the
total equity amount of the associated company, excluding those, which are the results of transactions between the
Bank and the associated company.

During the reporting period of 2012, the Bank has not performed any investments in associates.
Note 4.14. Investment property
The investment property is:

- Land not to be sold in the short-term prospects during the performance of activities, but held in order
to receive the profit from the capital growth in long-term prospects,

- Land, the further usage of which is yet undefined,

- Building in the Bank property (or in its disposal according to the financial leasing (rent) and 90% (or a
part) of which ave provided for leasing (rent) according to one or several operating leasing agreements,

- Building, which is not occupied and aimed to be leased (rented) according to one or several operating
leasing agreements,

- The property, which is being built, or improved for the further usage of it as investment property.

In the reporting year of 2012, according to the defined criteria, the Bank has not recognized any investment
property.

Note 4.15. Goodwill
In the reporting year of 2012, the Bank has not recognized the goodwill.

Note 4.16. Property and equipment

Purchased (produced) property and equipment are represented in the accounting at initial cost, which includes all
the expenses connected with the purchase (production), delivery, installment and reduction to the state appropriate
for intended use.
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The initial cost of property and equipment increases on the expenses amount connected with the repairmen of the
object (modernization, reconstruction etc.).

The depreciation of the property and equipment is accounted starting from the first day of the month following the
acquisition month, and the charge terminates from the first day of the month following the month of fixed asset
retirement.

Standards used to charge the depreciation of property and equipment are measured depending on the period of
their useful life (maintenance) according to the straight line method. In 2012 the depreciation method has not been
changed.

The standards of depreciation charges have been set by the permanently acting commission during putting into
transaction of the property and equipment on the basis of their useful life, which has values in bounds of the
following property and equipment objects:

Plot of land — not depreciated,;

Houses, buildings and transmitting devices — 10-30 years;
Machinery and equipment —4-10 years;

Means of transportation (auto cars) — 5 years;

Tools, devices, stock (furniture) — 4-5 years;

Other property and equipment — 12 years.

The depreciation of tangible negotiable assets of a little value is accounted in the first month of the object usage in
the amount of its 100% cost. ‘

The revision of period of the effective usage and depreciation standards of the property and equipment objects are
performed by the permanently acting commission on taxation and retirement of the non-negotiable and tangible
assets in case of change of the expected benefits from their usage. In 2012 the Bank has not changed the
depreciation standards and the useful lives.

In the Bank the recognition of the impairment of the property and equipment is accepted by the permanently acting
commission is case, if there are signs of possible losses of economic benefits of the property and equipment. On a
basis of analysis of the possibility of the loss of economic benefits of the non-current assets, the decision is made
as of the recognition of impairment or renewal of efficiency of the non-current assets.

In the reporting year of 2012, the Bank has not recognized the impairment of the property and equipment, having
regard to the absence of the possible loss of economic benefits of the property and equipment, which are accounted
by the Bank.

In the Financial Statement the property and equipment are represented in depreciated cost, which is the difference
between the initial cost and the accumulated depreciation of the property and equipment, and also, having regard
to possible losses due to impairment.

Note 4.17. Intangible assets

In general, the Bank accounts the right to use the software in order to provide the Bank activities automation as
intangible assets.

During the initial recognition, the intangible assets are accounted at their initial cost, which includes all expenses
connected with their purchase (creation), delivery, and installment and putting into transaction. Further, the
intangible assets are represented at their cost minus the accumulated amortization and impairment loss.

The amortization of intangible assets is accounted monthly using the straight line method according to the useful
life of the intangible assets. In 2012 the amortization method has not been changed. The amortization of the
intangible assets is charged during the useful life of the object.

The revision of the amortization standards and the periods of the useful life put into transaction intangible assets is
performed in case of change of the expected benefits from their usage. In 2012 the Bank has not changed the
standards of amortization and period of useful life of the intangible assets.

In the Bank the recognition of the impairment of the intangible assets is accepted by the permanently acting
commission is case, if there are signs of possible losses of economic benefits of the intangible asets. The analysis of
the possibility of the economic benefits losses is performed by the Analysis and Risk Management Department, on
the basis of which the permanently acting commission makes decisions as of recognition of impairment or renewal
of the benefits of the intangible assets.

The Bank has not recognized any impairment of the intangible assets in the reporting year of 2012, in consideration
of the absence of the possible loss of the economic benefits of the intangible assets accounted on the Bank balance.
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Note 4.18. Operating leasing (rent) with the Bank acting as lessor and/or lessee

Leasing (rent) of assets with all ownership risks and rewards of rented property stay in the possession of a lessor, is
classified as operative leasing (rent).

During the reporting year of 2012, the Bank was a lessee of the business premises received under operating leasing
(rent). The leased (rented) payments of contracts on receipt of the assets to operating leasing (rent) are recognized
as operating expenses. The information on the expenses from the received into operating rent of the property and
equipment is disclosed in Note 25 “Administrative and operating expenses”.

The expenses of the Bank acting as lessor for improvement of the operating leasing (rented) object (modernization,
modification, completion, further equipping, reconstructing etc.), which are leading to increase of the future
economic benefits, which have been initially expected from its usage, are represented by the lessee as capital
investment for improvement of the rented property and equipment.

In the reporting year of 2012, the Bank leased a part of its own premises as operating leasing. As of December 31
2012, the Bank leased (rented) operating leasing assets are UAH 1887 thsd.

The method of measurement of property and equipment used in operating leasing corresponds to the method of
measurement of property and equipment.

The leasing (rent) payments on property and equipment used in operating leasing (rent) are charged monthly during
the lease term according to the concluded contracts. The information on operating leasing profits is disclosed in
Note 24 “Other operating income”.

Note 4.19. Financial leasing (rent), with the Bank acting as lessor and/or lessee
The Bank uses the following criteria in order to define the transaction as a financial leasing (rent)

- At the end of leasing (rent) period, the ownership and other material rights for the asset
are transferred to the lessee;

- The lessee has a right to purchase this asset for a price significantly lower than the fair
value as of the date of the exercise of this right, and at the beginning of the leasing (rent)
period there is a grounded assurance that this right will be exercised;

- The period of leasing (rent) composes the bigger part of the period of beneficial usage
of the assets, even so the proprietary is not transferred;

- At the beginning of the leasing (rent) period the current value of the minimal leasing
(rent) payments is almost equal to the fair value of the leased (rented) asset;

- The leased (rented) assets have specific characteristics, i.e. only the lessee can use them
without significant modifications.

During the reporting period of 2012 the Bank has not granted and or received the property and equipment as the
financial leasing.

Note 4.20. Non-current assets held to sale and disposal groups.

The Bank classifies the non-current assets as those held for sale, if the book value of such assets will be
compensated by the sale transactions, and not by the current use.

The non-current assets are classified by the Bank as those held to sale, if on the date of decision making on
recognition them as assets held for sale if such conditions are fulfilled: the condition of the assets allows to
perform an immediate sale, and there is a high level of probability of their sale during one year starting from their
classification.

As of the reporting date the Bank does not have and assets held for sale and disposal groups.

Note 4.21. Discontinued activities
No discontinued activities of any banking transactions have been performed during in the reporting year.

Note 4.22. Derivative financial instruments

A derivative financial instrument (derivative) is a financial instrument, which has all three following
characteristics:

- Its value changes as a respond to change of set interest rate, financial instrument price, consumer
goods price, foreign exchange, indices of prices and rates, rate of the credit rating and solvency index or
any other similar variable value;
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- It does not require the initial net investments, or requires the initial net investments less than
those required for other types of contracts having similar response to the change of market conditions;

- It is paid on the future date.

The derivative financial instruments include the currency swaps, forward transactions, spot currency
exchange, precious metals and any other combination of these instruments.

The derivative financial instruments are initially accounted at fair value on the date of contract conclusion on
the financial instrument, after that they are revaluated at fair value. All derivative financial instruments are
shown as assets, if their fair value has positive value since the liabilities, if their fair value is negative.

The derivative financial instrument fair value change is recognized in the profits or losses.

The derivative financial instruments can be input to another contract (“host contract”). The input derivative
instrument is accounted as a derivative instrument only in case, if the economic characteristics and risks of the
prime contract and the input derivative instrument are not closely related, if the separate instrument in the
same conditions as the input derivative instrument, corresponds to the definition of the derivative instrument,
and if the combined instrument is not measured at the fair value through profit or loss. The derivative
instruments input to the financial assets or liabilities at fair value through profit or loss, are not separated.

As the matter of fact, the loan granting transactions (deposit placement) and the loan receipts (involvement of
deposits) denominated in different currencies for the equivalent amount with the same counter-agent bank and
the same payment period is an exchange swap, which is a contractual agreement between two parties to
perform the exchange of the foreign exchange rates and interest rates on the market, and such transactions are
to be netted.

Note 4.23. Borrowed funds

Borrowed funds, which include funds of the National Bank of Ukraine, credit institutions and clients, debt
securities issued and subordinated debt during the initial recognition at fair value, including transaction costs and
other fees associated with the initiation of these investments (deposits). After the initial recognition, borrowed
funds are measured at amortized cost using the effective interest rate. Amortization of discount (premium) is
performed on a monthly basis, along with interest charge during the period of validity of the financial liability. The
amount of discount (premium) must be fully amortized at the date of return of the deposit.

The Bank recognizes a profit or loss in the amount of the difference between the fair value of the financial liability
and the cost of the contract in correspondence with premium (discount) accounts, if the effective interest rate on
this instrument is higher or lower than the market one. The fair value of financial liabilities at initial recognition is
the transaction cost.

Bank presents the accounting exchange transaction deposits with substantially different conditions as the
repayment of initial financial liability and recognition of a new one. The Bank recognizes significantly different
such conditions, under which the current net value of cash flows under the new conditions is discounted at the
initial effective interest rate (for financial liabilities with variable interest rates the effective interest rate is used,
which was calculated at the time of the last change in nominal interest rate), and it differs by at least 10% of the
current discounted value of cash flows remaining to maturity of the initial financial liability.

Bank derecognized the financial liability or its part, if such liability is paid, annulated or the term of its exercise is
expired

During the reporting period of 2012, the Bank has not issued or placed securities emitted by the Bank.

Note 4.24. Provisions for liabilities

Bank forms the provision for financial liabilities, which are accounted in off-balance sheets of the following
groups:

- Warranties, guarantees, letters of credit and acceptances granted to banks;
- Guarantees granted to clients;

- Loan obligations granted to banks;

- Loan obligations granted to clients.

The Bank does not form the provision for liabilities from loans granted to clients (excluding banks), which are
revocable and risk-free, i.e. the contact on which defined the Bank vested right without prior notice to the debtor
.unilaterally to refuse subsequent fulfillment of all its obligations, including the cases of deterioration of the
financial condition of the debtor and/or delay in the performance of contractual obligations to the Bank.
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Reserves for financial liabilities are provisions to ensure their implementation in the future that is recognized in the
balance sheet as a liability and indicates possible losses due to an outflow of resources associated with the
implementation by the Bank of such financial liabilities.

Note 4.25, Subordinated debt

Subordinated debt is a common unsecured by bank debt capital instruments (equity components), which, according
to the contract, cannot be taken from the Bank in a period less than five years, and in the case of bankruptcy or
liquidation are returned to the investor after repayment of claims of all other creditors. Amount of subordinated
debt included in equity is annually declining by 20% of its initial size during the last five years of the contract.

The involvement of assets on terms of subordinated loan has not been conducted by the Bank during the reporting
year of 2012.

Raising funds for subordinated debt during the reporting year 2012 the Bank has not carried out.

Note 4.26. Income tax
In the reporting year tax accounting has been performed according with the Tax Code of Ukraine.
The income tax rate from January 1, 2012, as compared to 2011, decreased from 23 % to 21 %.

Accounting policies of taxation of tax accounting and financial accounting lead to differences between taxable and
accounting incomes.

When calculating deferred taxes, The Bank applies the method on temporary differences, which is a comparison of
the assets and liabilities according to the balance of financial and tax accounting data.

Total current income tax is determined by the tax laws of Ukraine. In the financial statement, the income tax
expenses consist of current tax and changes in deferred tax amounts.

Income tax expenses are represented through profit or loss, except for the amounts that relate directly to equity.

Deferred tax amounts are calculated using the balance liabilities of temporary differences arising between the tax
bases of assets and liabilities and their balance amounts for financial statement purposes. Deferred tax assets are
recognized only to the extent that it is probable that future taxable profit will be available, against which the
deferred tax assets will be realized.

Deferred tax assets and liabilities are calculated according to the tax rates currently in force during the period when
the asset is realized, or the liability is paid on the basis of the legislative regulations currently in force at the
reported date.

Note 4.27. Statutory capital and share premium

The statutory capital is cash contributions paid by members of the bank of share price, shares of the bank at an
amount determined by the Statute.

Share premium (emission differences) is the excess of the amount of cash funds received from the initial issue or
own shares sale over their par or exceeding the nominal value of their purchase.

Contributions to share capital are presented at their fair value at the date of the transaction.

As of 31.12.2012 registered and fully paid share capital comprised 250,000 ordinary registered shares with a
nominal value of UAH 1000 each. All ordinary shares give equal voting rights on the principle of "one share is one
vote",

The Bank has not increased the share capital during the reporting year of 2012.

Note 4.28. Treasury stock

The purchase of the Bank treasury stock is recognized as a reduction of capital. Treasury shares are accounted at
their cost. Profits and losses from sale of treasury shares are accounted in retained earnings.

The Bank has not performed treasury stock transactions during the reporting year of 2012.

Note 4.29. Recognition of income and expenses

As a result of transaction activities of the Bank, such income and expenses arise:
Interest income and expenses;

Commission income and expenses;

Profits (losses) on trading;

Dividend income;
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Expenses for special reserves forming of the Bank;

Profits from the repayment of assets previously written off;
Other operating profits and expenses;

General administrative expenses;

Income tax.

Interest income and expenses are operating income and expenses received (paid) by the Bank for the use of cash
and cash equivalents or amounts owed to the Bank (involved by the Bank), calculated in proportion to the amount
of time using the effective interest rate. They are:

- Income (losses) from operations with funds placed in other banks (involved from other banks);

- Income (losses) on loans and deposits granted (received) to legal entities and individuals, and on
other financial instruments, including securities;

- Income on amortization of discount (premium).

For all financial instruments measured at amortized cost and interest financial instruments classified as trading or
available-for-sale, interest income or expense are represented at the effective interest rate, which is the rate that
exactly discounts expected future cash payments through the expected service age of the financial instrument or a
shorter period where it is appropriate, to the net book value of the financial asset or financial liability. The
calculation takes into account all contractual conditions of the financial instrument (for example, prepayment
options) and includes all rewards or additional expenses that are directly connected with the financial instrument,
and are an integral part of the effective interest rate, but not future credit losses. The book value of the financial
asset or financial liability is adjusted if the Bank revises its estimates of future cash flows. The adjusted book value
is calculated on the basis of the initial effective interest rate, and the changes in book value are represented as
interest income or expenses.

At the recorded in the financial statement value of the financial assets or group of similar financial assets due to

impairment, interest income continues to be recognized using the initial effective interest rate applied to the new
book value.

Commission income and expenses (hereinafter commissions) are operating income and expenses for granted
(received) services, the amounts of which are calculated as proportional to the amounts of the asset or liability, or
are fixed.

Received (paid) by Bank commissions, depending on the purpose of their measurement and basis of accounting of
their associated financial instrument, can be divided into the following categories:

Commissions, which are an integral part of the revenues (expenses) of the financial instrument;
Commissions received (paid) during the provision of services, are recognized as income (expense);
Commissions received (paid) after performing certain actions are recognized as income (loss) after certain actions.

Profits (losses) on trading are the result (profit or loss) from operations of purchase and sale of various financial
instruments.

Dividend income is and income arising from the Bank use of securities with variable income.

The costs of charging specific reserves of the Bank are the costs for covering the possible losses from impairment
and write-offs of bad bank assets.

Profits from return of previously written-off assets are funds received to pay off debt, which was recognized by the
Bank as bad on receipt.

Other operating income and expenses are income and expenses from operations that are not related to investing and
financing activities,

General administrative expenses are operating expenses associated with the provision of the Bank activities.

Income tax is the Bank operating expenses associated with the payment of taxes in accordance with law currently
in force and subject to the requirements of international accounting standards for the recognition of deferred tax
liabilities and tax assets.

Profits and expenses of the Bank recorded in the accounting records and financial statements using the basic
principles of accounting, including accrual and matching,

All income and expenses that relate to the reporting period are reflected in the accounting records of this period,
regardless of when they were received.

The Bank recognizes interest income and expenses on account of interest income and expense using the effective
interest method.

Amortization of discount (premium) on financial instruments is performed simultaneously with interest charge.
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Profits (expenses) from one-time services (e.g., fees for currency exchange, granting or receiving consultations,
etc.) are recognized without a display on accrued income (expenses), if the funds have been received (paid) in the
reporting period in which the services actually been granted (received).

Note 4.30. Foreign currency revaluation

Monetary assets and liabilities denominated in foreign currencies and precious metals are initially recorded at the
official rate of hryvnia to foreign currency / precious metals (on the accounting date , which is the date of
recognition of assets and liabilities and are further revalued after each rate change).

Non-monetary assets in foreign currency are recorded at historical (initial) value that is at the official exchange rate
of hryvnia to foreign currencies at the date of acquisition of the asset.

Monetary assets and liabilities denominated in foreign currencies are recalculated into the functional currency at
the official rate of foreign exchange currently in force at the balance date. In the Statement, profits and losses
resulting from recalculation of foreign cuwrrency transactions are shown through profit or loss and other
comprehensive income as a result of transactions in foreign currencies, and that are recalculation differences.

Non-monetary items measured at historical (initial) value in a foreign currency are recalculated at the official
exchange rate of hryvnia to foreign currencies currently in force on the dates of the initial transactions. Non-cash
items accounted at fair value are recalculated at the official exchange rate of hryvnia at the date when the fair value
has been defined.

In the Statement of Income and Other Comprehensive Income, assets and liabilities in Statement of Financial
Position are represented according to the official exchange rate of hryvnia to foreign currencies set National Bank
of Ukraine on December 31, 2012 and used for translating to hryvnia of foreign currencies, were as following:

Currency code Currency name December 31 2012 December 31
2011

826 GBP 100 British pounds sterling ~ 1289-8185 1231-8245

840 USDh 100 US dollar s 799-3000 798-9800

985 PLN 100 Polish ztoty 258-2071 231-8807

643 RUB 10 Russian rubles 2-6316 2-4953

756 CHF 100 Swiss francs 872-2824 845-0725

978 EUR 100 Euros 1053-7172 1029-8053

In order to reduce the currency risks the Bank follows the open currency position standards

Note 4.31. Offsetting items of assets and liabilities

Balance assets and financial liabilities are offset, and the balance reflects balance remaining, only when the Bank
has a legally enforceable right to set off the balance recognized amounts and intends either to offset or to realize the
asset or exercise the liability simultaneously. In accounting, for a transfer of a financial asset that does not qualify
for derecognition, the Bank does not offset the transferred asset and its associated liability.

Note 4.32. Business segment information

As the he primary statement format the Bank uses business segment as the risks and profitability of the Bank are
predominantly influenced by differences in the products and services that it provides.

Segment is a separated component of the Bank that provides a single product or services (business segment), or
supplies products or services within a particular economic environment (geographical segment), which is exposed
to the risks and receives income, other than the risks and income in other sectors. Segments, where the majority of
revenues is obtained due to service provision to external customers, and revenues, financial result or assets are
10% or more of overall indices of all segments, are reported separately. The Bank does not perform its activities
outside Ukraine, and thus reporting on geographical segments in this financial statement is not disclosed.

As the primary reporting format Bank uses business segment because of the risks and profitability of the Bank are
affected predominantly by differences in the products and services that it provides.
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For management purposes, the Bank has three main business segments:

1) Banking service of retail business: service of investments (deposits) of individual clients, granting of loans,
overdrafts, service of cards and money transfer services;

2) Banking service of corporate business: granting of loans, credit lines and overdrafts, documentary services,
factoring services, deposit and current accounts service of legal entities-clients;

3) Interbank business.

Pricing for the business segments is based on the basis of the Bank analysis of the cost of each segment services
and the market prices of the services, tariffs, banking services, approved by the Tariff Committee of the Bank.

The distribution of reporting indicators by segments is performed according to management accounting data.
Operating segment income is profit directly related to the segment, regardless of whether it is received from the
sale to external buyers or from transactions with other segments. Segment expenses are costs resulting from
operating activities directly related to the segment.

In the reporting year, the changes in accounting policy on determining income and expenses of operating segments
have been not performed.

Information on operating segments is disclosed in Note 29 "Operating Segments".

Note 4.33. The effect of changes in accounting policies, accounting estimates and corrections of substantial
errors

Basic principles of recognition and measurement methods of assets, liabilities, income and expenses remained
unchanged, and therefore, changes in accounting policies during the reporting year of 2012 have not been
performed.

Compared to the last year the Bank has changed the accounting of swap loans and deposits. These transactions are
recorded as currency swaps. In this regard, the Bank has adjusted the statement of 2011.

Errors in preceding years and related adjustments of statement in 2012 did not occur.

Note 4.34. Basic accounting estimates and judgments used in financial statement preparation

Principles of preparation of financial statements require from management of the Bank to use estimates and
assumptions that can affect the reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities on the date of the financial statement, and included amounts of profit for the period. These estimates and
assumptions are based on information available on the date of the financial statement. Although, these estimates are
based on the best understanding direction of current events and transactions by the Management, actual results may
differ significantly from these estimates and assumptions.

The main reasons of ambiguity of estimates are following;:
Impairment of loans and receivables

Management assesses impairment by the means of loan repayment probability based on the analysis of individual
borrowers on individual significant loans, and collectively for loans with similar conditions and risk
characteristics.

Factors taken into consideration when assessing individual loans include payment history, current financial
conditions of the borrower, on time payments and pledge if any. To determine the amount of impairment, the
Management estimates the amount and terms of future payments of principal amount and interests, and in
payments from the sale of pledge, if any. After that, these cash flows are discounted using the initial interest rate
on position. Actual payments of principal repayments and interests depend on the borrower's ability to generate
cash flows from transactions or obtain alternative financing, and may differ from the Management estimates.

Factors taken into account when assessing the impairment of loans assessed collectively comprise accumulated
experience in evaluation losses on loans, delinquency rates in the credit portfolio and general economic conditions.
Note 8 provides information on the book value of loans and prepayments, and amounts recognized reserves for
impairment. If the actual repayments were lower than Management estimated, the Bank would have been obliged
to record additional expenses due to impairment.

Fair value of financial instruments

If the fair value of financial assets and liabilities recorded in the Statement of Financial Position cannot be derived
on the basis of active market prices, it is derived using different measurement methodologies that include the use
of mathematical models. The input data for such models is obtained from observed markets if possible, but in case
the observation is not possible, the certain assumptions are used in order to derive the fair value.
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Note 5. Transition to new and amended standards

New and amended mandatory standards and interpretations to be used by the Bank

Some new standards and interpretation have become required for usage since January 1, 2012.

The new and amended standards and interpretations that are mandatory to be used by the Bank are following:

Amendment to IAS 12 “Income Taxes: Recovery of Underlying Assets”. The amendment clarifies the determination
of deferred tax on investment property revaluated at fair value. The amendment introduces a rebuttable presumption
that deferred tax on investment property measured using the fair value model, according to IAS 40, should be
determined on the basis that its book value will be reimbursed through sale. Also, it introduces the requirement of
deferred tax calculation on Non-depreciable assets that are measured using the revaluation model in IAS 16 only be
measured on a sale basis of the asset. The amendment becomes effective for annual reporting periods beginning on
or after January 1, 2012.

Amendment to IFRS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements.
The amendment requires additional disclosure about financial assets that have been transferred but not derecognized
to enable the users of the financial statements to understand the relations of those assets that have not been
derecognized and their associated liabilities. In addition, the amendment requires disclosures about continuing
involvement in derecognized assets to enable the users to evaluate character of entity continuing involvement in
those derecognized assets and risks associated with it. The amendment becomes effective for annual reporting
periods beginning on or after 1 July 2011.

The adoption of the mentioned standards and interpretations had no significant impact on financial results and
financial conditions of the Bank

IFRS and Interpretation not yet effective

The Bank has not applied the following IFRSs and Interpretations of the International Financial Reporting Standards
and International Accounting Standards Interpretations that have been issued but are not yet effective:

Amendments to IAS 1 Financial Statement Presentation — Presentation of Items of Other Comprehensive Income
(become effective for annual reporting periods beginning on or after 1 July 2011)

The amendments to IAS 1 change the grouping of items presented in other comprehensive income. Items that could
be reclassified to profit or loss at a defined point in time (e.g, in case of derecognition or repayment) would be
presented separately from items that will never be reclassified. The amendment will affect information presentation
only, and will not have any impact on the Bank financial conditions or results of its activities.

Amendments to IFRS 9 Financial Instruments: Classification and Measurement. The standard was issued in
November 2009. It provides new requirements on classification and measurement of financial instruments and
liabilities, and their recurrent recognition, and replaces IAS 39, Financial Instruments: Recognition and
Measurement as regards classification and measurement of financial instruments. The standard becomes effective
for annual reporting periods, beginning on or after January 1, 2015.

The Bank is evaluating the standard impact on its financial statement.

Amendments to IFRS 10, Consolidated Financial Statements provide a single consolidation model that identifies
control as the basis for consolidation for all types of entities. The standard sets out requirements for situations when
control is difficult to assess, including cases involving potential voting rights, agency relationships, control of
specified assets and circumstances where voting rights are not the dominant factor in determining control. Also,
IFRS 10 introduces specific application guidance for agency relationships. The standard also contains accounting
requirements and consolidation procedures, which are carried over unchanged from IAS 27. IFRS 10 replaces the
consolidation requirements in SIC-12 Consolidation—Special Purpose Entities and IAS 27 Consolidated and
Separate Financial Statements. The adoption of IFRS 10 will not have any impact on the Bank financial conditions
and results of its performance.

Amendments to IFRS 11 Joint Arrangements improve the accounting for joint arrangements by introducing a
principle-based approach that requires a party to a joint arrangement to recognize its rights and obligations arising
from the arrangement. The classification of a joint arrangement is determined by assessing the rights and obligations
of the parties arising from that arrangement. Only two types of arrangements provided in the standard, these are joint
operation and joint venture. IFRS 11 also eliminates proportionate consolidation as a method to account for joint
arrangements. IFRS 11 supersedes IAS 31 Interests in Joint Ventures and SIC-13 Jointly Controlled Entities—Non-
monetary Contributions by Venturers. The adoption of IFRS 11 will not have any impact on the Bank financial
conditions and results of its performance.
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Amendments to IFRS 12 Disclosure of Inierests in Other Entities is a new and comprehensive standard on
disclosure requirements for all forms of investments in other entities, including subsidiaries, joint arrangements,
associated companies and unconsolidated structured entities. IFRS 12 becomes effective for annual reporting
periods, beginning on or after January 1, 2013. Earlier application is permitted. The adoption of IFRS 12 will not
have any impact on the Bank financial conditions and results of its performance.

Amendments to IFRS 13 Fair Value Measurement defines fair value, and sets out in a single IFRS a framework for
measuring fair value and requires disclosures about such measurements. The standard applies when other IFRSs
require or permit fair value measurements. It does not introduce any new requirements of measurement of an asset
or a liability at fair value; it does not change the objects that are measured at fair value, and does not explain on
change of fair value. The adoption of IFRS 13 may have an effect on the measurement of the Bank assets and
liabilities accounted at fair value. At the moment the Bank is evaluating the standard impact on its financial
conditions and results of activities.

Interpretation of IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine” is applied to the cost of
removing slag rocks, or stripping, arising during operation of developed open pit deposit. In the interpretation the
method of accounting benefits of stripping operations is concerned. The interpretation becomes effective for annual
reporting periods, beginning on or after January 1, 2013. . The adoption of IFRS 12 interpretation will not have any
impact on the Bank financial statement

Amendments to IAS 12 “Income Taxes:

Amendment to IAS 12 “Income Taxes: Recovery of Underlying Assets”. (the amendment becomes effective for
annual reporting periods beginning on or after January 1, 2012) The amendment clarifies the determination of
deferred tax on investment property revaluated at fair value. The amendment introduces a rebuttable presumption
that cost of investment property measured using the fair value model is recovered through sale. Also, amendments
to IAS 12 include the instructions considering Non-depreciable assets not included to SIC-21 “Recovery of
Revalued Non-depreciable Assets”) and according to this, were excluded.

Amendments to TAS 19 "Employee benefits" (become effective for annual reporting periods beginning on or after
January 1, 2013): the crucial amendments are aimed to exclude “the corridor principle”, modifications in benefit
accounting related to dismissal, and to improve the requirements on recognition and disclosure for fixed benefit
systems.

Revised IAS 27 Separate Financial Statements (become effective for annual reporting periods beginning on or after
January 1, 2013). This is a revised and renamed standard; it now applies only to requirements for separate financial
statements that most have been transferred unchanged from IAS 27 "Consolidated and Separate Financial
Statements". This standard basically requires the subject to prepare separate financial statements where investments
to subsidiaries, associated and jointly controlled companies accounted either at cost or in accordance with IFRS 9
“Financial Instruments", It also contains requirements for the recognition of dividends, certain groups restructuring
and includes several disclosure requirements. It becomes effective for annual reporting periods beginning on or after
January 1, 2013.

Revised TIAS 28 Investments in Associates and Joint Ventures (becomes effective for annual reporting periods
beginning on or after January 1, 2013). This revised and renamed standard defines the accounting of investments to
associated companies and establishes requirements of the equity method of accounting in the management of
investment accounting in associated and joint ventures. The standard has a definition of "significant effect",
describes the application of the equity method (and also, some exceptions when the equity method is not applied),
and establishes the procedure for testing impairment of investments in associated companies and joint ventures. It
becomes effective for anmual reporting periods beginning on or after January 1, 2013.

Amendments to IAS 32Financial assets: presentation: OffSeiting Financial Assets and Financial Liabilities
(become effective for annual reporting periods beginning on or after July 1, 2014, earlier application is permitted):
changes relate to deficiencies of the current practice of applying the offsetting criteria in IAS 32, and essentially
explains the phrase "now has lawfully acquired right to offset” and that some gross settlement systems may be
considered as equivalent to net calculations.

Amendments to IFRS 7 Financial instruments: Disclosures — Offsetting Financial Assets and Financial Liabilities
(become effective for annual reporting periods beginning on or after July 1, 2014) change the requirements for
disclosures about the impact or potential impact of netting agreements, including the right to pursue offset
associated with the recognition of financial assets and liabilities of the economic entity, on financial conditions of
such entity.
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The following enumerated improvement will not have significant impact on the Bank financial statements:

IFRS 1 "First-time Adoption of International Financial Reporting Standards". This improvement clarifies that a
company which has ceased to apply IFRS in the past and decided or obliged to report under IFRS, has the right to
apply IFRS 1 again. If IFRS 1 does not apply again, the company must retroactively recalculate financial
statements as if it never stopped to apply IFRS.

IAS 1 "Financial Statements - Presentation". This improvement clarifies the difference between additional
comparative information is provided on a voluntary basis, and the minimum required comparative information.
Usually, the minimum required comparative information is the information on the preceding reporting period.

1AS 16 "Property, Plant and Equipment". This improvement clarifies that the main parts and additional equipment
meet the definition of assets, and are not stock.

IAS 32 "Financial Instruments: Presentation ", This improvement clarifies that income tax relating to payments to
benefits of shareholders are accounted under IFRS (IAS) 12, "Income Tax".

IAS 34 "Interim Financial Reporting". This improvement results in line with the requirements for disclosure about
the overall amount of segment assets required to disclose about segment liabilities in the interim financial
statements. According to this explanation, disclosures in interim financial statements also comply with the
disclosure in the annual financial statements.

These improvements become effective for annual reporting periods beginning on or after January 1, 2013.

Note 6. Cash and cash equivalents
Table 6.1. Cash and cash equivalents
(Thousands of hryvnias)

Line Ite;nw | Reporting Previous
| period | period
| 1 - CaSh ass,ets . o e S } - 780 o - 676”
' 2 o Assets in the National Ba11k of U‘kra‘ine‘ (ﬂe‘)’(cluding obligatory 1'eser\)és) | | 126 690 206 594
3 | Correspondenf accou‘nts, 6vernight loans aﬁd dep051tsu1banks éf: | » ‘ | 152 662 | 94380
| 3‘.1 U’kraiﬁeu — | — | 148 942 | 18672
3’.2 |Other countries N — - 3 720 ) 75 618
4 |[Cashand cash cquivalents toal | 316132 | 328650

The amounts of obligatory reserves of banks in the Bank, determined in accordance with the regulations of the
National Bank of Ukraine, not intended to finance cwrrent operations of the Bank, constituted at the end of the day
31.12.2012 and 31.12.2011, respectively, UAH 14 248 thsd and UAH 20 223 thsd. These amounts are not included
in “Cash and cash equivalents” as the Bank has restrictions on their use.

In order to cover the obligatory reserves, the Bank classifies acquired tracking stock, placed by the Ministry of
Finance of Ukraine in the amount of 50% of their par value.

As of December 31, 2012 the government bonds are issued by the Ministry of Finance of Ukraine, par value UAH
16 000 thsd. (Note 10) .

Cash equivalents that have been actually guaranteed by securities purchased under repurchase agreements, and
securities may be sold or remortgaged in the Bank of Investment and Savings PJSC are absent.
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Table 6.2. Analyses of the credit quality of the cash equivalents for the reporting period
(Thousands of hryvnias)

.I.Jinew ' | FItém | Correspondeﬁt | Total
account | Overnight loans

1 T In 20 biggest ba1’1k’s”ofU}‘(1'ai;16 ] - T - T ] -
2 In other banks of Ukréine T . 109321 - | 39 621 — 148 9’42
3 In big ban’ks’ofOECD ééuntries B 1160 B - | 1 1160
4 In othel banks ‘ofOECD‘ countries o 1657 T - i i 1657
: , ‘ In (,).th,érvbm,lks N - R 903 I S : o
‘:6 ) Césil equlvalents total | B | ‘113'041 | 39 621 1 152 662

Table 6.3. Analyses of the credit quality of the cash equivalents for the previous period
(Thousands of hryvnias)

~ Line | T Iteylvn” . Corresbondent account Total

1 | In 20 biggest banks okarain‘e - - | I -

| ‘2’ 47 In othér banks‘okaraine o 18 763 - | 18’ 763 W

37” | In lv)i-g banks ko‘f OECD “c‘ountries l - 74 903 - 74 903

4 [moterbanksof OBCD cownties | se2 | e

:5 . — IR ] 152 e B 152 S
6 f Caslyl’eq’ui\}alents tofél i — 94 580 | 94’ 380

Note 7. Trading securities
Table 7.1. Trading securities
(Thousands of hryvnias)

Line Item Reborfing periodi Previous period
,1 e 2. : ________ ,4
ﬁ 1 T Debt secﬁriﬁesg U‘ ’ B '1'5 540 [ -
11 o ,i 'Bonds o 15540 . e :

As of the end of December 31, 2012, the trading portfolio of the Bank accounts the trading securities (bonds) of
Halychyna Private Enterprise.
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Table 7.2. Analyses of the credit quality of the trading securities for the reporting period
(Thousands of hryvnias)

Linve’ ‘ Iiéln | Bonds of entities Total
1 {Undue debt securities (at fair value) 15‘ 540> 15 540
.1 Lé’rg’e-éclale elite1~p1‘isés “ 15540 15 540

Debt securities total

15540

15540

Dividing the bank counter-agents into large, medium and small are calculated from the gross income from the sale
of products (goods and services) received during the reporting period. The Bank defines an enterprise as small if its
income is less than UAH 70 mln, as large is its income is minimum UAH 100 mln., all remaining are defined as

medium.

Table 7.3 “Analyses of the credit quality of the trading securities for the previous period” is not provided as such
securities were absent at the respected date.

Trading securities have not been provided as collateral for repo transactions and other transactions; the rights on

their sale and subsequent mortgage have not been transmitted.

Note 8. Due from other banks
Table 8.1. Due from other banks

(Thousands of hryvnias)

Line [tem .Repé)l“c‘iing period | Previous period
1, : S o 3 § ; ,
| 1 ‘Lc‘)an"s’ éranted to other banks 1'52 958 61188 |
11 |Short-term 152 958 61188
2 | ’P’rc’)vivsiorn. for impairment in otlﬁer banks | ’(2 165) )
'3 | Aéséts total less provisioné 150 793 61 109

Table 8.2. Analyses of the credit quality of due from other banks for the reporting period

(Thousands of hryvnias)

Line Item Loans Total
T P 3 4
| 1 | U‘nd‘ue aﬁd 110’1’1‘-amo’1"tized£ ‘” | 152 §58 | ISé 958‘
1 2 - In other banks of Ukraine 152‘958" T ‘152k9578
2“ | Due from other banks before provision éharge 152 958 | 152 958
| 3 [Provision for aésets impairﬁwnt in other banks 2 165) (2 165) |
4 | ’; Due from other banks total , net of ﬁroviéions - 156 793 15‘0’793

The interbank loans of first category of quality, under which the reserves are formed, are shown as undue and non-
depreciated.
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Table 8.3 Analyses of the credit quality of due from other banks for the previous period

(Thousands of hryvnias)

Line Item Loans Other assets Total
1 2 3 ' 4 5
1 |Undue and non-amortized: 47939 - 47 939
1.2 |In other banks of Ukraine 47939 : - 47939
2 Depremated assets measured at individual 13249 ) 13 249
basis
2.1 | Without delay in payment 13 249 - 13 249
3 Due from other banks before provision 61188 ) 61 188
charge .
4 Provision for assets impairment in other |
i banks (76) 3) (79)
5 Due frpm other banks total , net of 61112 3) 61109
provisions

Table 8.4. Analysis of change of provision for impairment in other banks

(Thousands of hryvnias)

Reserve flows

Line Reporting period previous period
Assets in other banks Assets in other banks
o1 2 3 4
1 Prov1.s'10n for impairment as of the beginning (79) (1 702)
of period
2 §111c1'§ase)/decr§ase of provision for (2 086) 1616
impairment during the period
3 Impact of the recalculation to the reporting | ) 4
|ewrency 5
4 P1'9y1510n for impairment as of the end of @ 165) (79)
period
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Note 9. Loans to customers
Table 9.1. Loans to customers
. (Thousands of hryvnias)

Line | Itén; Reporting pefi;)d _ Previous period

‘ 1 |Loans gra‘nted’to ’legé’l entiﬁes | . l 627 474 1496616
| 2’ : Ldans grénted undér repurdmse - T
3 | Loéns ‘grranted to individual entrepreném's 7075 | 5968

4 | ’Cred’its’ on inortgage of iﬁdividuals | | 1 506 1638
5 | Loans’ graﬁfed fo individuais fér curréﬁt nééds 20705 1‘8 674
6 Othér loans grantéd td individuals - ”396 1 316
7 Prévisioﬁ for ioan imp‘ail'm.en‘t | ’(53 071)' (69 250)
8 | Loans total excluding provisions 1 604 085 B ‘1’ 453962 "

The Bank has no received as pledge securities that are guarantees for loans and advances to clients on repurchase
transactions.

Table 9.2. Analysis of proviéion change for impairment for loans for the reporting period

(Thousands of hryvnias)

Provision flows

Loans

Credits on -

Line | Loans , Loans | Other Total
7 | granted to | grantedto | mortgage |grantedto | loans
legal | individual | of  |individuals | granted to
entities |entrepreneurs |individuals | for current |individuals
; needs
1 2 3 4 5 _ 6 ‘ 7 ‘ 8
1 ||Opening balance (68 810) (89) (100) | (163) | (88) |(69250)
12 (Increase)/decrease of : k
‘|provision for impairment (1532) 16 100 95 62 1 (1259)
| during the period
3 j ertmgjofl?t'he bad loans 17 438 ) } ) ) | 17 438
{junder provision » ’
7 |Closing balance (52 904) . (73) (68) (26) (53 071)

During the 2012, there has been a partial redemption by counter-agents of written-off amount of the bad loans of
UAH 47 thsd under the special reserve: namely, principal on foreign currency loans in amount of UAH 27 thsd,
and acquired interest in the amount of UAH 20 thsd.
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Table 9.3. Analysis of provision change for impairment of loans for the reporting period

(Thousands of hryvnias)

Line ! Provision flows

Loans Loans Credits on | Loans Other Total
|granted to | granted to | mortgage | grantedto | loans
legal | individual of individuals | granted to |
entities |entrepreneurs |individuals | for current |individuals,
needs |
1 2 ’ 3 : 4 5 6 ‘ 7 8
1 {Opening balance | (50778) (89) - (1637) | (220) (52 724)
2 {(Increase)/decrease of
|provision for impairment | (18 034) m (100) 1222 42 (16 871)
during the period
'3 || Writing-off the bad loans ) } ) 251 90 341
| |under reserve
4 Impact of the translation into
‘ i . 2 1 - 1 - 4
‘ |the reporting currency
5 : Closing balance | (68 810) (89) (100) (163) (88) (69 250)
Table 9.4. Loan structure by economie activities
(Thousands of hryvnias)
| Line! Economic activities Reporting period Previous period
Amount % ; Amount %
1 2 3 4 5 6
3 | Pl’OdliCt'IOIl and distribution of the 67 100 4,05 1 664 0,11
|electricity, gas and water
2 Rea.l este'ivte operatlc?n.s, rent, 420 590 25,38 359 756 23,62
engineering and service
.3 |Trade, auto repair, repair of
‘ ‘|household devices and personal 798 066 48,16 781 743 51,32
|hygiene items.
4 |Agriculture, hunting and forestry 5512 0,33 90 455 5,94
5  |Individuals 22 607 1,36 20 627 1,35
6 Other 343 281 | 20,72 268 967 17,66
7 Lf)an_s 'to customers total excluding 1657 156 100 1523212 100
‘|provisions

The table shows details of outstanding balances on loans divided by economic activities. The main sectors of the
economy that Bank loans are trade, real estate, auto repair, household devices repair etc. the in order to minimize
the credit risks the Bank sets lending ceiling by industry, which during the reporting year have not been violated.
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Table 9.5. Information on loans by types of credit securities for the reporting period

(Thousands of hryvnias)

Line .

Item

Loans

Credits on |

| Loans granted . Loans Other Total
granted to | to individual || mortgage | granted to loans
legal entities | entrepreneurs | of  |individuals | granted to |
' ‘ individuals:| for current |individuals:
needs
1 2 4 5 6 7 8 9
1 Unsecured loan 268 594 - - 76 275 268 945
2 | Secured loans:
2.1 By cash assets 785472 - - 17 320 - 802 792
2.2 |Byreal estate 228 137 3 1506 | 1942 - 231588
2.2.1 Dwellings included 16 871 - 1506 1942 - 20319
24 By guar.antees and 14215 } ) 923 3 15 138
|| warranties ‘
2.5 |By other assets 331056 | 7072 - 444 121 338 693
3 JLoanstocusiomers |y gp7474 | 7075 1506 || 20705 396 1657 156
ess provisions

During the reporting year of 2012, the Bank did not purchase financial and non-financial assets through
foreclosure on pledge, or the right exercise for other instruments that reduce the credit risk.

Table 9.6. Information on loans by types of credit securities for the previous period

(Thousands of hryvnias)

- Line Ttem Loans Loans granted Creditson | Loans | Other loans Total
granted to to individual | mortgage | granted to granted to
legal entities | entrepreneurs of  |individuals | individuals -
‘|individuals | for current .
; needs
1 2 4 5 6 7 8 9
1 |Unsecured loan 95294 | - - 621 198 96 113
2 Secured loans:
2.1 |By cash assets 580 208 - - 16731 - 596 939
2.2 By real estate 538348 3 460 | 1638 838 - 544 284
221 |Dwellings included 15959 26 757 838 - 17 580
2.4 By guar'antees and ) ) ) 334 ) 334
|| warranties
25 By other assets 282766 2508 - 150 118 285 542
3 |Loanstocustomers |y 96614 5968 1638 18 674 316 |1523212
| less provisions ‘
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Table 9.7. Analysis of credit quality for the reporting period

(Thousands of hryvnias)

- Line

Item

Loans

| Loans | Creditson | Loans | Other Total
| granted to || granted to | mortgage | grantedto | loans
legal individual - of || individuals | granted to .
entities || entreprene || individuals || for current || individuals
urs | needs
1 2 3 4 5 6 7 8
1 Undue and non-depreciated: | 1281861 | 7002 | 1506 19 692 370 | 1310431
1.1 Big borrowers, with credit years! 312 424 ) ) i ) 312 424
more than 2 years long ~
1.2 |New big borrowers | 256 677 - - - - 256 677
1.3 Loans to medium enterprises - - - -
14 |Loans to small enterprises | 712760 [ 7002 - - - | 119762
(15 [Other loans granted to . . 1506 | 19692 | 370 | 21568
| individuals
2 Overdue but non-depreciated 6185 - - - - 6185
2.1 With delay of payment no more 6 185 - - - - 6185
| than 31 day
3 , Dep'rec‘la.ted loans.evaluated on 339 428 73 ) 1013 26 340 540
the individual basis : |
3.1 || Without delay of payment 339428 - - 997 - 340 425
32 With delay of payment from ) ) ) ) 2% 26
184 to 365 days
33 | With delay of payment more
than 366 (367) days ) & ) 16 89
4 |Loan amount total before 1627474 | 7075 | 1506 | 20705 || 396 |1657156
[|provision charge ;
5 | frovwlon for impairment of (52904) | (73) ) (68) (26) (53 071)
| loans :
6 |Loans total excluding 1574750 | 7003 1506 | 20637 370 | 1604085
|provisions ‘

Dividing the bank counter-agents into large, medium and small are calculated from the gross income from the sale
of products (goods and services) received during the reporting period. The Bank defines an enterprise as small if its
income is less than UAH 70 mln, as large - with income minimum of UAH 100 mln., all remaining are defined as

medium,.

Liabilities to banks include accrued and unpaid income and take into account the amount of reserves made for
them. The assignment of the borrower to the bank to a certain category of quality is based on the principle of worst-
case, i.e., in the case of overdue liabilities (loan or interest thereon) the amount of all obligations under the credit
transaction is classified as the worst type of debt.
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Table 9.8 Analysis of credit quality for the previous period

(Thousands of hryvnias)

 Line Item /| Loans Loans Credits | Loans | Other Total
| granted to || granted to on granted to | loans
legal  |individual | mortgage |individual |granted to
entities || entrepren of sfor |individual|
eurs individual | current | ] '
S needs
1 2 3 4 5 6 7 8
1 Undue and non-depreciated: 871 665 5 880 758 - - 878 303
L Big bql'l'owel's, with credit years 56 475 ) ) ) i 56475
more than 2 years long _
1.2 |New big borrowers 481 645 - | - - - 481 645
1.4 Loans to small enterprises | 333 545 5 880 758 - - 340 183
15 Other loans granted to individuals - - - - - -
3 | De;')r(_zcmted lqalls evaluated on the 624951 38 280 18 674 316 644 909
'|individual basis: |
131 Without delay of payment 602 493 - 880 || 18567 219 | 622159
3.2 With delay of payment no more 5915 ) ) ) 97 6012
than 31 day
33 With delay of payment from 93 to 16 543 ) } '27 i 16 570
183 days
134 With delay of payment more than
1366 (367) days - 88 - 80 168
4 ’ Loafl amount total before provision 1496616/ 5968 1638 18 674 316 |1523212
‘, /|charge : ‘ ‘
5 {|Provision for impairment of loans | (68 810) ' (89) 1 (100) (163) (88) | (69250)
6 | Loans total excluding provisions | 1427806 5879 1538 || 18511 | 228 |1453962

In the reporting year of 2012, by the decision of the Management Board all debts under credits (including accrued
interest on them) in the amount of UAHI17 438 thsd. (for loans — UAH 15027.8 thsd., accrued interest is UAH
2410.2 thsd.) are declared uncollectible and are written-off under reserve stormed for possible losses on credit
transactions. Subsequent measurement of bad debt written off is carried by the Bank on 9611 off-balance sheet
account "written-off as a loss debt on credit transactions."
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Note 10. Securities held-to-maturity in the Bank portfolio

| Table 10.1. Securities held-to-maturity in the Bank portfolio
(Thousands of hryvnias)

| + Line ’[tem Reporting period: Previous period

| . 1 . 3 , » 2, e 3 -

n ’i Goverhment bonds | T T 17 451 18 586

| 2 | ‘ Secﬁri?ies lield-to-niaturity in the Bank portfolio total;);:.luding 17 451 T ”‘18 586
|provisions 1

Note 10.2. Analysis of securities held-to-maturity in the Bank portfolio quality for the reporting period
' (Thousands of hryvnias)

Line | ‘Item T .Gével'lll]lent bonds Total
1‘ | Undué and n&lﬁ&eéreciated ‘de‘bf sécﬁriﬁes 17 451 I 17 451 .
1 |[State institutions and entities . 17451 Ti7ast
2 S:gltgclitllne; gfcl)ci—it;;::turity in the Bank portfolio total | 17 451 17 451

The Bank has not transferred the securities held-to-maturity without derecognition as collateral under repurchase
transactions.
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Note 11. Property and equipment and intangible assets

Table 11.1. Property and equipment and intangible assets

The transactions of receipt, transfer, commitment, retirement of property and equipment and intangible assets are

carried at the book value.

(Thousands of hryvnias)

Line

Item

Plots of |

land

Houses,
buildings
and
transmittin

g devices |

j Maehinery |

and
equipment

Means of |
transportat ©
ion

Tools,
devices,

- 1stock
‘| (furniture)

‘| property

Other
and

equipme |
nt

Other non-

negotiable
intangible
assets

Uncomplete
d capital

investments

to the
property
and
equipment
and

intangible

assets

Intangibl |
e assets

total

‘ 2

Book value at
the beginning
of the
previous
period

14 814

3390

1485

710

2164

181

575

23739

i Initial
(revaluated)
value

16 205

6823

1289

2494

1335

4 885

181

1331

34 556

!{ Amortization
|and

| depreciation
at the
beginning of :
: | the previous
| period

(1391)

(3433)

(882)

(1009)

(625)

@721

(756)

(10 817)

: | Receipts

l 2152 |

1131

‘ 4223

Capital
investments
for the
completion
|| of property
' |and
|| equipment
/|and
 {improvement
i |of intangible

assets

293

301

132

96

(833)

‘| Retirement

To ]

(18)

| (16)

2

|| Amortized
values

(1 385)

99)

(580)

(1 435)

(277)

(4 599)

i1 Other

changes

(69

(136)

(35

(170)

(407)

. | Book value at
“{the end of the
previous
period
(beginning of

the reporting
| period)

14 267

4375

455

1255

570

1238

309

430

22912

9.1

Initial
(revaluated)
value

16 205

9193

1436

2 844

1471

5394

309

1463

38328

9.2

Amortization
‘land
depreciation
at the end of
the previous
period i

:| (beginning of |

(1938)

(4 818)

(981)

(1589)

901)

(4 156)

(1033)

(15 416)
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/[ the reporting . : : |
/| period) | ! |

Receipts 3! . ;| . ‘ 1263 | ‘»’ 281 | 25 | 385 | 3389 [ 298 l564]

11 || Capital ! i
| Hinvestments : ! : |
| for the
‘tcompletion
.| of property : ! : !

Hand - - 489 : 635 260 127 65 1(2449) 873 -
equipment ; !

and i |
improvement | : i : |
!{oFintangible ] i
|| assets E !

e [ [ (e - [e e[ [ - [-[®

13 | Amortized

valuss - (538) t (1 667) (52) (565) E @s9) | 2008 - @i’y | (a2en

14 /| Other

L ohanges . D) @17 (18) (23) s (99) (12) 1| (3956)

15 Book value ati

|theendofthe ) 4 13729 4363 821 || 1209 | 439 284 | 1150 1311 | 23319
reporting 3 i i i i

period

15.1 | Initial ! ; |
| (revaluated) | 13 16 205 10 848 1854 | 3363 1599 | 2342 | 1150 2622 || 39996
i | value i | i ;

152 || Amontization
Hand

- | depreeiation

‘lat the end of |
the reporting |
period

- @476) | (6485 | (1033) | @154) |( 160)E (2 058) - (1311) | (16677)

During 2012 the Bank has carried writing off the assets of total amount of UAH 23 862 thsd, namely: the realized
fixed asset object (auto car) in the amount of book valueof UAH 217 thsd., unfit for further use (damaged, broken,
physically old) of property and equipment objects, revealed by the results of the inventory in the amount of UAH
166 thsd., and set by the decision by the permanently acting commission of amortized cost of improvements of
rented premises by the Bank in the amount of UAH 3479 thsd.

Bank had no property and equipment and intangible assets for which there are legal:

- Restrictions on the possession, use and disposal.

- The Bank had no property and equipment issued as pledge.

- The Bank had no property and equipment that are temporarily not used (conservation, reconstruction, etc.).
The Bank had no property and equipment retired from usage in order to be sold;

- The initial value of fully depreciated fixed non-current assets was UAH 6 657 thsd.

- The Bank had no value of intangible assets for which there are proprietary limitations;

- The Bank had no created intangible assets;

- The Bank did not increase or decrease during the reporting period, arising from revaluations, and as a result of
impairment losses recognized or created directly in equity capital.
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Note 12. Other financial assets
Table 12.1. Other financial assets
(Thousands of hryvnias)

[vdinév | - Item ‘ 3 Notes‘ E”Reporting’ Previous

| period 3 period
1 | Receivables onﬂfor’e’ign’ ’ek}‘(vchange tra.nsa‘ctioss - -r ~1’060 : 739
2 R’es’trict’ed cash ’7 A T o : 2'318 2 19‘9’
3 Other ﬁ‘nanc'ial assets | | J I , 126 ;, 1’429
,‘4‘ . j ;Pi'svisisils forﬁnpairment of other ﬁ1’1an¢iﬁl assets T | ; | - (431)
5” | |Other ﬁnancialvassets total excluding pI'OViSi‘O‘IVlS‘ I | 3504 3936

In the item "Restricted cash" balance of the “Assets of the Bank in settlements" balance account is shown, where
the security deposit is accounted in the bank "Pivdennyi" JSC to ensure the fulfillment of the contract to support
MPS VISA membership.

Table 12.2. Analysis of the provision change on other financial assets impairment for the reporting period
(Thousands of hryvnias)

Line Provision flows Restricted cash : Total
1 2 3 o 4
1 Opening balance (431) 431
2 |(Increase)/decrease of provision for impairment during the - |
. : 431 431
period
3 Closing balance - j -

Table 12.3 Analysis of the provision change on other financial assets impairment for the previous period
(Thousands of hryvnias)

Line H Provision flows Restricted cash Total

1 O.pen’ingﬂlbmlyance - I | "‘(’305) : (305)

| 2 - | (iilfl:esse)/d601'ease of provision f01unpmlmentdurmg the a 26) . " (126)
period | :

3 S S —a— . I o (431) N (431,)
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| Table 12.4. Analysis of the credit quality of other financial assets for the reporting period
(Thousands of hryvnias)

| Line Item | Receivableson | Restricted Other | total
% | | foreign exchange | cash /| financial
transactions assets
1 2 6 7 8 i 9
1 Undue and non-amortized receivables: 1 060 2318 126 3504

‘ P11 Big borrowers, with credit years more 1060 2318 ) ‘ 31378
‘ than 2 years long 1

1.2 ‘ Small enterprises - - 126 126

2 |Other financial activities total before 1060 2318 126 3 504

/|provision charge

3 |Provisions for impairment of other

. 1060 | 2318 | 126 | 3504
|financial assets ‘

Table 12,5 Analysis of the credit quality of other financial assets for the previous period
" (Thousands of hryvnias)

Line Item Receivables on | Restricted cash || Other financial | total
‘ ’ foreign assets ‘
exchange
transactions :
1 2 3 4 5 | 6
1 | Und.ue and non-depreciated 739 2199 ; 1 429 ’ 4367
{[receivable: :
3 1.1 '|Big borrowers, with credit years% 739 2199 } } 2938
\|more than 2 years long 1
1.2 |Small enterprises - - , 1429 | 1429
g 2 | Other financial activities total 739 _ 2199 i 1 429 ; 4367
before pcharge .
3 Provisions for impairment of |
other financial assets ) 31 ; i @31
| 4 Other ﬁnancml'a'ssets total 739 1768 ; 1 429 f 3936
| excluding provisions i |
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Note 13. Other assets
Table 13.1. Other assets

(Thousands of hryvnias)

Item

| .Lil.lé. i Notes Reporting period || Previous period
1 | | Recéivbayb’l»e’s oﬁ 1v)u1>'chaseﬂof assétsm | ‘H 34 1 589
2 Sefvice prepaymentr | - | 100‘
‘ 3 Px‘écious?netalsr | 1392
4 ; (‘)tliet; assets | '61_1‘ 582
: 5 |Other asseté total excludingprovi‘s’ions 2037 1271
Note 14. Due to banks
(Thousands of hryvnias)
L1ne Item i Rep‘(‘)'r‘ti'l'l'g' pel'i"od Previéus peridd
| .1 =] éofl‘éspénééﬁt accd’u.ﬁtsysymd oQéi'ﬁiglit deposité of other banks 59 168 _ | - -
= .E Depésit; ofOthelbanks R , 47 958 L -
21 [Shorttem 47958 :
3 ‘; Received loans: 147916 94 201
| 3.1  ‘ 78hoft-tefﬁf T 147 916 ’94 201
4 Tbtal due to other banks 255 042 94 201

During the reported and previous periods, all liabilities on principal amounts of due to other banks and related
interests have been paid on time according to their repayment schedule.
Note 15. Due to clients

Table 15.1. Due to clients

(Thousands of hryvnias)

Line

- WIthablbnv | Repon.’ting peribd ) Previous period
1 \ ; . : 4,.. .
1 | governmental and public organiéat’ic;lvls 526 ] 190 -
a T Cuwrrent accounts T ] 526 . 1901 |
2 o ’Other legal entities 636620 757 035
2.1 “C‘Lu'rei’lt» ’a‘ccc’)runts’ ] 126 .4;63W 438 124
27.2 féﬁﬁ déposifs 510157 | 318911
3 [ndviduals 962312 765937
3.1 - Current acébunts 22 740 T | 3’8 9‘95‘
32 Term deposits 939 57i - 726 942
4 bue.t(.). Chems,toml o 458,........ L ..1..523 1.62. o

48




Public Joint Stock Company “Bank for Investments and Savings”

Financial statements for the year ended December 31, 2012

(UAH thousands)

Table 15.2. Distribution of due to clients by the types of economic activities

(Thousands of hryvnias)

Line

Economic activities

Reporting period Previous period
Amount % | Amount %
1 2 3 4 5 6
’ 1 :|Government - -
2 Produ.ctil.on and dlStl’lbl-ltIOIl of the 5904 033% | 381 0,02%
|electricity, gas and water .
| 3 Real estz}te operations, rent, engineering 5431 0,34% 1050 0,07%
‘land service
| 4 Trafle, auto repair, repair .of h(?t'lsehold 142 734 8.92% 228 282 14,99%
|devices and personal hygiene items.
5 Agriculture, hunting and forestry 25 596 1,60% 3088 0,20%
6 |individuals 962 312 | 60,16% | 765 937 50,29%
7 |other 458 181 28,65% 524 424 | 34,43%
8 Due to clients total 1599458 | 100 % 1523 162 100 %

The book value of due to clients, as collateral for credit operations and irrevocable liabilities, amounts to UAH 834
240 thsd. These are only term deposit clients; UAH 816 675 thsd of the mentioned amount are pledged for loans of
legal entities, and UAH 17 565 thsd are pledged for loans of individuals.

Note 16. Other attracted funds

Table 16.1. Other attracted funds

(Thousands of hryvnias)

Item

Line Reporting period | Previous period
1 2 3 4
a | Loans' rec_elved from international and other financial 640 757
organizations
12 | Total 640 757

In the note it is referred to the assets received from the State Mortgage Institution under long-term refinancing of
mortgage loans of up to 2016 at 13.5%. During the reporting period, all the repayments of principal and interests
have been performed on time according to the payment schedule. The pledge for the borrowed funds is a credit of
mortgage of mortgage market price UAH 1638 thsd owned by the individual borrowers.

Note 17. Provisions for liabilities

Table 17.1. Provisions for liabilities changes for the reporting period

(Thousands of hryvnias)

Line

| R‘e‘s‘efv'e”ﬂow’sv Notes Cledlt i‘elafed Iiabilities% Total
1 | Opening balance AR - 12 12
2 Foﬁﬁing a11d/01 i11c1'ease of provision ) 309 - | ‘3‘09
| 3 Ciésing balfmée | 321 321

Provision for liabilities listed in the table are formed under bank guarantees granted to legal entities, and unused
remains on credit lines accounted on off-balance sheet accounts.
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Table 17.2. Provision for liabilities changes for the previous period

(Thousands of hryvnias)

Line Provisibn ﬁoWs Notes Loan liabilities Total
1‘ . 2 . . 4. . : .

| 4'1 | Opening bélaﬁcé HH 612 612
2’ Forlini’l‘lg‘ and/of increase of 1'esei'vé‘ . (6001) (600) :

|Closing balance

Provision for liabilities listed in the table are formed under bank guarantees granted to legal entities, and unused

balances on credit lines accounted on off-balance sheet accounts.

Note 18.

Other financial liabilities

Table 18.1. Other financial liabilities

(Thousands of hryvnias)

Line

Item

Reporting

Note Previous period
period
1 2 3 4 5
1 '|Accounts payable on foreign exchange
: 284 2
transactions
2 Derivative financial liabilities in the trading bank
» . - 5032
portfolio
3 Other financial liabilities 488 55
4 |Other financial liabilities total | 772 5089
Note 19. Other liabilities
(Thousands of hryvnias)
Line Reserve flows Notes Credit related Total
liabilities
1 2 3 4 5
1 || Accounts payable on taxes and charges, excludingi 1651 966
ﬁ the income tax f
12 | Accounts payable on payments with the bank 1185 1152
| |lemployees
3 Income of future periods 52 12
4 ‘| Total 2 888 2130
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Note 20. Statutory capital and emission differences (share premium)

(Thousands of hryvnias)

Line

Item

Balance as of the end of the reporting period

Quantity of Common Total
stock in shares
circulation
(Thousands
pieces)
1 2 3 4 5
1 Balgnce as of the beginning of the previous 195 195 195 000
period
2 |Issue of new stock (shares) 55 55 55000
3 Bala.nce' as of the end of the previous period 250 250 250 000
/| (beginning of the reporting period)
4 250 250 250 000

In 2012, the Bank has not issued any shares. Total amount of common shares issued is 250 000 with a par of one
share of UAH 1000. Each ordinary registered share gives the shareholder the right of one vote in all matters,
including decisions made by the General Meeting of Shareholders.
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Note 21. Analysis of the assets and liabilities by maturity

(Thousands of hryvnias)

‘ Lineé [tem Notes Reporting period Previous period
Less More Total Less | More than {2 Total
than 12 |than 12 /| than 12 |  months
months  |months || months
1 2 3 4 5 6 7 8 9
; ASSETS
I |Cash and cash 6 316132 - | 316132 [328650 - 328 650
||equivalents ,
2 |Assets of obligatory :
reserves in the National - 14 248 - 14 248 20223 - 20223
‘|Bank of Ukraine i ,
3 |Trading securities 7 15 540 - 15540 - -
4 Due from other banks 9 150793 | - 150793 | 61109 - 61109
5 Loans to customers 10 1{1340898 |263187 | 1604085 1230580 | 223382 1453962
6 Securities held-to-
maturity in the Bank 12 17451 - 17 451 632 17 954 18 586
portfolio
7 |Deferred tax asset 419 - 419 451 - 451
8 |Property and equipment |, o - 233191 23319 - 22912 22912
and intangible assets
9  |Other financial assets | 17 3504 - 3504 | 3936 - 3936
10 |Other assets 18 | 2037 2037 | 1271 1271
H | Assets total 1861022, ?gg 2147528 |1646852 | 264248 1911 100
- LIABILITIES
12 |Due to banks 20 255042 - 255042 || 94 201 - 94201
13 Due to clients 21 1570560% 28898 || 1599458 11483579 39583 1523162
14 |Other involved assets || 23 - | 640 | 640 - 757 757
| 15 Llabllltles on the current 795 3 725 389 ) 389
income tax
16 |Reserves on liabilities 24 | 321 - 321 12 - 12
17 |Other financial liabilities || 25 | 772 - 772 5089 - 5089
18 |Other liabilities 26 || 2888 | - | 2888 | 2130 - 2 130
19 Liabilities total 183030829 538 | 1859846 1585400 40340 1625 740
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Note 22. Interest income and expenses

(Thousands of hryvnias)

:‘ Lil.l.e’: vitem Reporting period Previous period
, .Iv i = , : R | - .
| INTEREST INCQME ) "‘ ‘
"1" Loans to customers | 7205 46 1‘ ] 184 k680
2 Secm ities held-to-matur 1ty in the B'ml( poxtfollo T T 865 M‘ ‘762
3 | Due ﬁom othel bmks - 12 456 ” 18 718
4 | T1'1d1ng securities | 2 347 | -
5 Cmrespondent accounts in other b"mks‘ 714 ’266 |
’6 i Intelest income total 22i '8'4'3 | | 204 426
INTEREST EXPENSES B N i
7 Telm deposits oflegql entities — (43 463) ] | (21 4085 T
r Other mvowed — . (95) : » (110) S
9 Term dep051ts of 111d1v1duals (94 095) — ] “ (81 157)
1‘0’ . Term dep051ts of othe1 banks >(19 364) ‘i (28 740)
1’1 Ovemlght deposits of othe1 banks T (2) H“ | -‘
’ ’12 ‘|Current accounts ] (3 928) 7(5 769)
;‘13 ] IilteLevst expenses total 7(160 947) (137 184)
“ 14 Net interest income /(expenses) | " 60 896 67 242
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Note 23. Commission income and expenses

(Thousands of hryvnias)
Liné | " Itefﬁ Ré[)Ol'tillg period Previousﬁ ‘péliiod

1 2 | 3 | 4

“COMMISSION INCOME:
| Cash 0perati6ns 7520 5994

2 Secﬁriﬁes operzitioﬁs 3 | 6

5 Joher 7615 7210

; 4 | ; Grantéd guara’ﬁtees’ ] 470 ’1 97

i 5 ’j Connﬁiséioﬁ‘ivn’covl‘ne ’totavl ‘ . 15 608 1’3 407

Y, EXPENSES — . —

6 . CaSh Opelmlons 0 806) (1 510) R
7 éecurities operations (23) (22‘)‘ B
. — R % (.2.2).

9 ' Gréﬁted guarantées b(l) | |

10 , C(v)mm’iss’i‘onw e)‘(penses £ota1 (1 872) T (1 554‘)‘

11 | Net coynnnis‘sio’n inéome /(éxpéﬁées) T 13736 - ‘11 853

Interpretation of “Other (line 3): “Other” item includes commission income from transactions of purchase / sale of
foreign currency to clients at the foreign exchange market in the amount of UAH 7 149 thsd.

Note 24. Other opel'atilig income

(Thousands of hryvnias)

Liﬁé Item T Notes N Reporting | Previous
period period

1 Sublease iﬁcome 95 132
2 Income from loans and receivables sale‘ 2 552 -
| 3 ;ncomfa from 1'étire111e11t of property and equipment and | 63 )
z intangible assets
4 [other ) %5 | 3%
| 5 Operating iﬁcomé tc’)tal‘ 2 803 491

During the reporting year, the Bank has performed three operations to repurchase at a discount of a bad debt on
loans that were granted to other banks in order to resale, and received income of UAH § 2.552 thsd. At the end of
2012 the Bank has no debts on credits that have been granted by other banks on the balance, that is they are either
sold to third parties, or agreement of lawsuit is concluded with the borrower for its voluntary repayment.
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Note 25. Administrative and other operative expenses
(Thousands of hryvnias)

Liné " Item | Notes | Re.pofting period} Previous period
1 Srtaffcoéts’ — | 27 457 j 25 675
2 | fl‘opel'ty and eﬁ]ﬁipnient depreciation‘ I ; 4324 : 4502
: 3 Amortization of soﬁwére and ofher intangibié zisséts T - 793 | ‘ 336
4 Expénses for mainten‘ance of the property 511d - |
' equipment and intangible assets, 3342 2363
telecommunications and other operating services ‘

5 Operating léa‘s’ing (rent) expenses " | - '9'98'2 | 8925
! 6 | 6t11"er expenses related to property and equipment — 1 497 - 1 737
7 |[Professional services T ree [ 1w
| 8 Marketing and advévlv;[i;.ing expeflées | | ': - 1 705 1‘2‘ 127

9, illélll,allce - R j . 16546 j— _

0 Eiygmng other taxes and charges oxcluding the ||, <00 677
; - j.omer . s e e 28.30 , i
12 |[Administrative and other operating expemses total | | 7414 | 63942

Note 26. Income tax expenses
Table 26.1. Income tax payment expenses
(Thousands of hryvnias)

Line | - It‘eﬁ‘lu “ évRvepchrting period | Previous period
1 ..... : o . . . 4. .
_.1 leemmcometax S . s l - .1 642...
:' 5 : E Changé R e incon_le m,,),(v B 3.2 j =
3 [lcome e expenses otal | t218 | 119l
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Table 26.2. Accordance of the amount of accounted income (loss) and income (loss) tax amount
(Thousands of hryvnias)

Line [tem

: Reporting Previous period
3 period
1 2 3 ; 4
1 f lncome befme tax 5570 ‘ 2399
2 ' Themeucql tax accr mls on Ielevqnt tax rate 1170 552
; ADJ USTMENT OF THE ACCOUNTING INCOME (LOSS)
3 Expenses that are not included in the total expenses to calcul'lte ;
| tax income, but are recognized in the accounting (specify which | 1449 1794
one) ;
4 E‘<penses that are 1ncluded in the total expenses to ca]culate tax
income, but are not recognized in the accounting (specify which (890) | (704)
one)
5 |Income subject to income tax, but not recognized (not included)
i 850 -
to 1ccountmg income (loss) (spemfy Wthh one) |
6 Income not subject to income tax, but 1ecogmzed (not mcluded) !
| (1393) -
‘|to accounting income (loss) (specify which one) ‘
7 Amount of income (loss) tax 1186 f 1642

The differences between the tax and accounting income that are present due to the temporal and permanent
differences arose due the following parameters:

- expenses, which are not included to the amount of expense in order to calculate the tax income,
but are defined in the accounting in the amount of UAH 1 651 thsd, including:

other operating expenses — UAH 4 thsd,;
staff costs — UAH 129 thsd;

expenses on maintenance of own and leased property and equipment — UAH 1 101 thsd. (including
amortization — UAH 1075 thsd.);

other business and operating costs— UAH 29 thsd.;
insurance reserve formed under credit lines— UAH 3 thsd.;
other administrative expenses and telecommunication costs— UAH 14 thsd.;

payment of taxes and other obligatory charges, charges to Deposit Guarantee Fund included— UAH 345
thsd.;

other expenses — UAH 26 thsd.

- expenses, which are included to the amount of expense in order to calculate the tax income, but
are not defined in the accounting in the amount of UAH 1 092 thsd., including:

vacation reserve — UAH 212 thsd.;

property and equipment depreciation — UAH 670 thsd.;

results of writing-off of the fixed asses O3 — UAH 8 thsd.;

charges to provision for impairment of loans and assets in other banks - UAH 202 thsd.

- income, which is not liable to income tax, but is defined in the accounting in the amount of UAH
1 393 thsd, including:

Interest income on the securities— UAH 675 thsd.;
Results of trading operations with - UAH 701 thsd.;
Results of property and equipment realization— UAH 17 thsd.
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- income, which is liable to income tax, but is not defined in the accounting in the amount of—
UAH 850 thsd.

Interest income on the securities — UAH 836 thsd.;
Results of property and equipment realization — UAH 14 thsd .

The difference between the accounting and tax income calculated at the interest rate of 21%

Table 26.3. The tax results related to the recognition of the deferred tax assets and liabilities for the
reporting period
(Thousands of hryvnias)

Line Item Opening || Recognized f Closing
| balance | in 1 balance
|income/losses
1 2 13 4 5
1 The tax impact of the temporary differences that decrease

(increase) the taxation amount, and the tax loss carried forward |

11 | Property and equipment ‘ 341 170 3 | 511 -

12 Accmed mcome(losses) o | 242-. 102 BRI 344 e
- dthér o S - . (léé) . (304) j (43.6)

 2 ’Defe’n'ed’ﬁét’t’ar’("a;sé’t (l.iaybi.l.iuty)’ | | 451 | k(32‘) | 419

3 |[Recognized deferred tax asset T T [ ey | a0

Table 26.4 The tax consequences related to the recognition of the deferred tax assets and liabilities for the
previous period
(Thousands of hryvnias)

~ Line Item Opening Recognized ‘? Closing
' | balance in 'l balance
‘|income/losses
1 2 3 3 4 ¢ 5
l The tax impact of the temporary differences that decrease
(increase) the taxation amount, and tax loss carried forward |
1.1 ||Property and equipment ) 348 | 341
1.2 Accrued income (losses) - 242 242
13 ||Other - 1 a3 ] 132
2 Deferred net tax asset (liability) N ' 458 451
'3 /| Recognized deferred tax asset ) 458 i 451
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Note 27. Income/ (loss) per one common and preference share
Table 27.1. Net and adjusted income / (loss) per one common and preference share
(Thousands of hryvnias)

Line Item | Notes | Reporting | Previous
| period ! period
1 2 3 : 4 ‘ 5
| Income/(loss), attributable to owners of common share of the ; 4352 1208
| Bank : :
12 |Annual income/(loss) 4352 1208
3 Average annual number of common outstanding shares (th. p. ) 28 250 236
4 /|Net and adjusted income / (loss) per one common share 17,41 5,12

Table 27.2. Calculation of income / (loss) attributable to the shareholders of the common and preference
shares of the Bank ‘
(Thousands of hryvnias)

Line Item | Notes | Reporting | Previous
' period period
1 2 I 4 s
1 Annual income/(loss) owned by the Bank owners 4352 1208
2 |Common and preference share dividends 37 : 2 030 2 573
3 Annual retained earnings/(loss) 4352 1208
4 Dividends on common shares, approved for payment during 37 : 2030 i 2573
: | the year
5 {Annual income/(loss) owned by the shareholders ,who are '
| i : 4352 1208
|the owners of the common shares '

58



Public Joint Stock Company “Bank for Investments and Savings”
Financial statements for the year ended December 31,2012
(UAH thousands)

Note 28. Dividends

(Thousands of hryvnias)

Line

[tem

Reporting period Previous period
Common | Preference sharesé Common Preference
shares shares shares
1 Opening balance - - - -
2 , D1v.1dends approved for payment 2030 } 2573 )
during the year
3 Dividends paid during a year 2 030 - 2573 -
4 |Closing balance . - - -
5 /|Dividends for a §hare appr(_)ved $.12 10,29
| for payment during the period

Common shares give their holders the right to receive part of the profits of the Bank in the form of dividends, to
participate in the management of the Bank, to receive part of the Bank property in case of its liquidation and other
rights according to the Law of Ukraine "On Joint Stock Companies". Common shares give their holders equal

rights.

General Meeting of Shareholders decides on the order of payment of dividends according to the legislation of
Ukraine currently in force, and of the Statute of the Bank. Each common share of the Bank is charged by same
amount of dividends.

Dividends are paid once a year by results of the year. Dividends paid from net profits of the reporting year and / or
retained income in the amount set by the General Meeting of Shareholders.

Payment of dividends to shareholders is held once in its full amount within the period set by the General Meeting
of Shareholders in the decision on payment of dividends. Dividends are paid within a period not later than six
months after the end of the reporting year.
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Note 29. Operating segments

Table 29.1. Income, expenses and results of the reporting segments for the reporting period

(Thousands of hryvnias)

Item

Other

. Line Reporting segment item retirement |  total
Service of | Service of Interbank and |
corporate |individuals business operations
clients
1 2 3 4 5 6 7 8
-\ Income from external
[clients
1 |Interest income 202113 | 3348 13170 3212 | 221 843
-2 |Commission income 14 363 1245 15 608
3 1{Other operating income 2 569 52 - 119 | 2740
-|Other segments income
6 Other operating income 63 63
7 Segments income total 219 045 3400 14 415 3394 | 240254
8 Interest expanses (45 080) (96 407) (19 366) (95) (160 947)
9 | Charges to provision for
‘limpairment of loans and (1814) (249) 302 (1761)
|assets in other banks
11 '|Result of trading
|operations with securities
'lin trading portfolio of the 3340 3340
Bank
13 |Result of trading
| |operations with other 3 159) (3 159)
‘| financial instruments
15 [Result of trading
' operations with foreign 4631 4 631
exchange
16 ||Result of revaluation of
trading operations with (463) (463)
foreign exchange
18 |Commission expenses ¢)) (950) (898) (23) (1 872)
21 Charges to reserves on
liabilities (308) @ (309
: 22 Adll}lllvlstl'ﬂtlve and other (250) (73 894) | (74 144)
operating expanses i
24 |SEGMENT RESULT: 171842 | (94457) | (4075) (67 740) 5570
| income/(loss)
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Table 29.2 Income, expenses and results of the reporting segments for the previous period
(Thousands of hryvnias)

" Line |

Item

Reporting segment item

Service of

corporate

clients

Service of
/| individuals

Interbank
business

Other

.| segments

and

operations

retirement

total

2

3

Income from external
clients

/| Interest income

181 524

3157

18 983

762

204 426

Commission income

10 708

| 1906

793

13 407

Other operating

income

491

491

Other segments

/|income

| Other operating

income

||Segments income

total

192 232

5063

19776

1253

218 324

| Interest expanses

@233 |

‘(86 001)

(28 740) -

1 (11..0)

1(137 184)

Charges to provision
for impairment of
loans and assets in

| other banks

(18 290)

535

1233

(16 522)

10

Result of trading
operations with
securities in trading
portfolio of the Bank

5071

5071

11

| Result of trading

operations with other
financial instruments

(2 394)

(2 394)

12

-|{Commission expenses

@

| ‘(336)

(1‘174)‘ B

(1 554)

13

Charges to reserves
on liabilities

600

600

14

| Administrative and

other operating
expanses

@n

(63 921)

(63 942)

15

SEGMENT
RESULT:

| income/(loss)

152 164

(80 760)

(3 833)

(65 171)

12399
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Table 29.3. Assets and liabilities of the reporting segments for the reporting period

(Thousands of hryvnias)

Line |

Item

‘|income (expenses)

Reporting segment item Other ||  Total
_ ' B segments |
Serviceof | Serviceof || Investment and
corporate clients | individuals /| activity of the operations '
| Bank :
|ASSETS OF SEGMENTS |
1 | Assets of segments 1597112 22 513 446 711 17 451 2083 787
2 | Assets of segments total 1597112 22 513 446 711 17451 | 2083787
3 |Unallocated asset 63 741 63 741
4 | Assets total 1597112 22513 446 711 81192 1| 2147528
HLIABILITIES OF
|{SEGMENTS
5 |Liabilities of segments 637 147 | 962312 ' 255 042 640 1| 1855141
7 || Liabilities of segments total 637 147 962312 255 042 640 | 1855141
'8 {Unallocated liabilities | 4705 | 4705
9 |Liabilities total 637 147 1962312 255 042 5346 1 859 847
OTHER SEGMENT
HITEMS
10 || Capital investment (68) 68)
11 |Depreciation (1261) | (1261)
12 Other non-monetary
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Table 29.4 Assets and liabilities of the reporting segments for the previous period

(Thousands of hryvnias)

- Line |

Item

Reporting segment item Other Total
S . S segments
Service of | Service of | Investment and
corporate | individuals | activity of the | operations
clients Bank :

‘ ASSETS OF SEGMENTS _

11 Assets of segments | 1433686 20276 384 075 18 586 1856 623

2 Assets of segments total 1433686 | 20276 | 384075 18586 | 1856623

'3 .|Unallocated asset 54 477 54 4717
4 | Assets total 1433 686 20276 384 075 73 063 1911100

‘ LIABILITIES OF SEGMENTS '

5 {{Liabilities of segments 757 225 765 937 94 201 757 1618 120
7 Liabilities of segments total 757225 |0 765937 94201 ‘_ 757 1618120
8 ‘|Unallocated liabilities , _ 7621 7621
9 [|Liabilities total | 757225 || 765937 | 94201 || 8378 | 1625741

OTHER SEGMENT ITEMS

10 ‘| Capital investment 129 129
11 Depreciation (4 599) (4 599)

12 Other non-monetary income

(expenses)
Table 29.5. Information of geographical regions
(Thousands of hryvnias)
Line Item Reporting year Previous year
| Ukraine | Other Total | Ukraine | Other | Total
5 countries ; i|countries
1 2 ‘ 3 4 5 » 7 8

1 .| Income from external clients 240 147 44 240 191 218292 0 218292

2 | Property and equipment 20 816 0 20816 | 21244 0 21244
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Note 30. Financial risk management

The goals of financial risk management in the Bank are 1) to ensure profitable activities taking into account a
moderate level of risks; 2) adherence to all requirements of the NBU on the risk management; 3) approach of risk
management standards to guidelines of Basel Committee (in particular, changes in regulations of bank risk
management provide a gradual transition from Basel I to Basel II-III).

Risk management system in the Bank is designed so that it involves all management levels: the Supervisory Board
determines the Bank development strategy, including on risk management; the Bank Management Board carries
out operating management of the Bank activities, including consideration of maintaining the moderate level of
risks; Analysis and Risk Management Department provides direct analysis, monitoring and control of the risks
which effect on the Bank indicators is the most significant.

In addition, collegial bodies (Loan Committee, Asset and Liability Management Committee, Tariff Committee,
Tender Committee) have been established and are permanently functioning in the Bank, which task includes
operational decisions on tactical objectives of the risk management.

The level of the Bank risk management system is in full accordance with the volumes and complexity of the
transactions performed. Since 2008, the Bank uses up to-date analytical module “Asset and Liability Analyzer”,
enabling to receive automatically management reporting for managing the principal risk types and make promptly
required decisions on minimizing the adverse effect of risks on the Bank financial indices.

Among the financial risks that are managed by the Bank on a systematic basis (daily) the traditional ones should be
singled out: credit risk, market risk (interest rate, currency and price risks) and liquidity risk.

Credit risk

Credit risk (the most significant risk among all) is the risk that a borrower fails to repay the loan and interest
thereon. Minimization of this risk is achieved through clear credit procedures for credit operations and deliberate
techniques implemented by the Bank that are used in ,borrower solvency analysis, as well as through lending
primarily under the liquid securities (real estate, property rights for cash deposits of banks and other)

Among the methods the Banks uses in risk management should be singled out: limit setting on credit
operations (on borrower, economy branches, associated persons etc.); obligatory adherence to economic
standards of the NBU (standards of credit risk); use of the up-to-date methods of analysis of borrower’s
activities; setting of the credit ratings of the own Bank scale on the basis of financial stability of the
borrower; insurance of the pledged property and financial risks; use of different measurement methods of
marker value of pledged property (profit, expense methods and method of analogues); performance of the
stress testing of the credit portfolio taking into account the changes in business environment)

In addition, the Bank has set limits to the authorities of departments within which the Credit commissions of the
departments may lend own clients. All non-limit credit operations shall be approved by the Credit Commission of
the Head office.

During the year 2012 the Bank has actualized the majority of regulations related to the credit risk management (in
particular, due to transmission of the banking system of Ukraine to new principles of reserves on active operations
calculations starting January 1, 2013).

Market risk

Market risk is the risk of unforeseen losses of the Bank arising from adverse changes in interest rates, foreign
exchange rates, share prices, etc. Under the classification of the Basel Committee, the market risks comprise
currency risk, interest rate risk and price risk. Market risk management under the above classification is performed
centrally by the Analysis and Risk Management Department using up-to-date methods of measuring, assessment
and control over their level. The reports on market risk are read over by the Asset and Liability Management
Committee that subsequently makes decisions on adjustment of risk positions taking into account expected/forecast
levels of exchange rates, interest rates and securities prices.

The Bank activities are mostly affected by currency and interest rate risks,

Whereas price risk does not exist actually because the Bank does not have any remains on balance on common
securities (shares and others)
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Maximum credit risk is summarized as follows::

December 31,

December 31,

2012 2012

Statement of financial position
Cash and cash equivalents (excluding cash on hand) 279 352 300974
Trading securities 15 540 -
Due to other banks 152 958 61188
Loans to customers 1 657 156 1523212
Securities held-to-maturity 17 451 18 586
Other financial assets 3504 4367
2 124 569 1907 574

Off-Balance sheet items

Liabilities related to crediting 70912 35787
Guarantees 63 255 5751
134 167 41538

Currency risk

Currency risk (market component of risk) is the risk related to existing or potential effects of adverse fluctuations
of the exchange rates and banking metal values on the Bank proceeds. Minimization of this risk is achieved through

the foreign exchange transactions made by the Bank solely within the currency position limits.

Among the methods used by the Bank in currency risk management, the following should be singled out: VAR
methodology; fixing of limits to maximum possible amounts of currency position; obligatory adherence to
economic standards of the NBU (currency risk standards); currency risks hedges; back-testing; stress testing
under various scenarios of development of financial markets.

Table 30.1. Analysis of currency market

(Thousands of hryvnias)

' Line |
: i

Currency As of reporting date of the reporting period As of reporting date of the previous period
Monetary | Monetary | Derivative | o '|Monetary | Monetary Derivative Net
. ...~ i financial | . 4 5 ... 2 | financial .
assets liabilities |, !| position || assets liabilities [f. position
|Instruments: i | mstruments
I 2 3 4 5 6 7T 8 9 10
1 [US dollar 1319 i | 11194
; 199 1344597 - f (25268) | sa 1195954 - (1406)
2 |Buro | 356774 || 356443 - | 331 223869 | 222361 - | 1508
3 British ’
: pound of 23 - - 23 25 - - 25
sterling ‘ , ;
4 Other 4 386 2276 - 2110 | 28944 28 954 - 10
5 Total* 1 680512% 1703316 - 27732 1447386 | 1447269 - 12949

*) in the column “Net position” the general position on all currencies is shown
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Table 30.2. Change of profit or loss and equity as a result of possible changes in hryvnia official exchange

rate to foreign currencies set on the balance date, ensuring that all other variables characteristics remain
fixed

(Thousands of hryvnias)

Line Item As of reporting date of the | Asof reporting date of the
| reporting period previous period
Impact on Impact on Impact on Impact on
income / | equity capital || income/ | equity capital
‘ (loss) i (loss)
1 Strengthening of US dollar by 5 % | (1263) (1263) (70) , (70)
2 Weakening of US dollar by 5 % 1263 1263 70 70
3 Strengthening of euro by 5 % 17 i 17 75 75
4 | Weakening of euro by 5 % an an | (79 (75)
5 ‘ Strengthening of British pound of sterling ;
| | i 1 - 1 1 i 1
i by 5%
6 | Weakening of British pound of sterling by ‘ 5
sop P SE (CO NN I ¢ B I ¢
7 Strengthening of other currencies and 106 106 1 1
| bank metals ; :
8 Weakening of other currencies and bank i :
metals i (106) | (106) ¢)) | )

Table 30.3. Change of income or loss and equity as a result of possible changes in hryvnia official exchange
rate to foreign currencies set as average weighted rate, ensuring that all other variables characteristics
remain fixed

(Thousands of hryvnias)

. Line Item Average-weighted exchange rate Average-weighted exchange rate
| » of the reporting period 1 of the previous period
Impacton | Impact on equity || Impacton || Impacton
income/ capital income / (loss) || equity capital
. (loss)
| [swengthening ofUS dollarby 5o [ 126 || a2 [ oo | @9
2 [Weakeningof US dollarby5% | 1263 | 1263 || 70 | 70
3 V'%[‘Strengthening of euro by 5 % l 16 I 16 | 81 l 81
4 [ Weakening of euro by 5 % | a9 | a9 | @p | @D
5 | Strengthening of British pound of 1 1 1 1
|sterling by 5 %
6 | Weakening of British pound of i
selingbyss [ @ | ® ) ® @
7 Strengthening of other currencies 106 106 ' 1 1
|and bank metals - B o ’
1 8 Weakening of other currencies and | ,
C fekmens | @9 @9 ® ] @
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Interest risk

Interest rate risk is the risk related to existing or potential effects of adverse fluctuations in the interest rates on the
Bank activities. Minimization of this risk is achieved through balancing the assets and liabilities that are sensitive to
changes in the interest rate.

Among the methods used by the Bank in interest rate risk management, the following should be singled out: GAP
analysis and fixing of the limits to maximum possible gaps between the assets and liabilities that are sensitive to
changes in the interest rate; managing of the structure of assets and liabilities using indicators of spread, net interest
margin, profitability/value of individual items of interest- bearing assets/liabilities (by currency); implementing a
deliberate price policy to maximize net interest income; stress testing under various scenarios of development of
financial markets

Table 30.4. General analysis of the interest risk

(Thousands of hryvnias)

Line Item f On  [1-6months | 6-12 | More Non- | Total
/| demand ‘| months ‘| than1 | monetary
and less v | year
| than 1 |
/| month
1 2 ‘ 3 4 5 6 7 i 8
Reporting period | | .
1 %Financial assets total 546325 || 680975 | 367901 268275 | 75549 111939029
2 |Financial liabilities total | 410356 || 769087 | 419745 | 29396 | - 1628584
'3 |Net gap between the interest rates

15 |
|at the end of provious period 135969 | (88112) | (51844) | 238883 | 75549 | 310445

|Previous period

4 .|Financial assets total 396661 586249 354558 | 237270 || 17532 (1592270
5 '|Financial liabilities total | 196804 594994 | 295480 40327 - 11127605
6 || Net gap' between the interest rates

|at the end of previous period 199857 (8745) || 59078 196943j 17532 464665

The table shows interest rate sensitive assets and liabilities at book value and maturity terms.
Interests on all assets and liabilities presented in the table are calculated at fixed rates.
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Table 30.5. Monitoring of interest rates on financial instruments

(%)
Line [tem Reporting period Previous period
hryvnia | Us dollar; Euro | Other | hryvnia US dollar Euro Other
1 2 3 4 | s | 6 7 8 9 10
| Assets
1 Cas}l and gash 10,64 1,01 0,07 2,13 - 0,07 0,34 1,54
|equivalents
2 Assets of
obligatory reserves 2,25 2,33
: in NBU
3 Tradl'ng debt 4,94 i : ) ) ) ) )
securities
A4 [Pue from other 17,03 1| 1021 . . 12,18 3,77 2,00 2,00
| .|banks
2 |Loansto 1646 | 11,51 | 1085 | - 1622 | 10,65 9,89 -
! customers
6  |Debt securities »
‘|held-to-maturity in 4,94 - . - - 4,94 - - -
|the Bank portfolio
7 |Other assets 200 | - . - 3,43 . -
Liabilities
8 Due to banks 9,16 8,59 | 0,07 5,71 13,00 | 3,15 1,34 3,24
9 |Due to clients:
9.1 |Current accounts | 1,34 1,77 0,12 0,06 1,61 0,05 0,62 -
9.2 |Term deposits | 18,28 9,87 8,14 - 17,23 9,95 7,98 -
10 : Other attracted 13,50 13,50
‘| funds

The table shows the average data rate. Interest rate is calculated as a percentage of annual account.
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Geographical risk
Table 30.6. Aualysis of geographical concentration of financial assets and liabilities on the reporting period
(Thousands of hryvnias)

Lme S Item R e OECD T
i | countries ;
1 . . S SR B 3... e . 6,
iAssetS,, , , [ | R e
1 C’lSh and c1sh eqmvnlenté | T ] .312 412 2817 ; | 903 : 316 132
2 Assets of 0bl1g'1to1y reserves in NBU — T 14248 ” | 14248
3 | demo debt securities T 15 540 | - ’ : | - 115 540
4 Due ﬁom other b'mks — | 150793 - - ] ‘150793
5 | Loans to customers T ” . 1604085 | - - | 1604085
6 Debt securities held to- matunty in the B”mk p01tfol|o i 17451 | - ” ‘; - - ] “17451’
| 7 - ”j Othel ﬁnanc1al assets : FH35'04 i - B - | | 3564
‘ 8 e Othel ﬁnancml — tOtal e . 211.8033 2817 . 903 2121753
L Llablhtles , . RN |
9 | Dué to baﬁks | T | T | 207084 | | —b 47958 255k042
1>0 Due to chents | R ”1184730 e 10 4147718’ | 1599458
11 ] Othel attxacted funds ‘ 64() - - 640
12 | Other ﬁnanc1al llabllmes A " 772 I - | - | 772
: 13‘ Hb Other financial liabilities total — ” 1393226 10 | 462676 1855912
: 14 | Net balance posmon on ﬁnancml 1nstum‘e>:vntsv '”" 724807 .2’80v7 | ’(461773) 7265841
15 .; Clecm lmbllmes v . ,. T v u 3 .— L 1.33.846
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Table 30.7 Analysis of geographical concentration of financial assets and liabilities on the previous period

(Thousands of hryvnias)

Line |

Ukraine

Item | OECD | Other | Total
| countries
1 2 >3> 4 5 6
| | Assets HH | |

1 | Caéh ana <’:a’sl’1 ‘eq’uiv’a‘lénts’ 72”52.303>3 75465 | 152 328650

f 2 | Assefs of obligatbt;y reéerves in NBU | ” 20223 Bl - - ’ 20223

3 Trading debt securities | . 61 109 - - 61109
4 Due ﬁ"om’ other’banks | 1453962 . - ’1453962
5 Loans to customers 1 8586 | - - 18586

6 Debt secuntles ileid-to-111attll'ity in the Bankvi;)vl:tfolio 3936 - - 3936
7 [Other financial assets T 1810849 | 75465 | 152 | 1886466
Other ﬁnanciéi vzv\vssets tofél ) [ |
8” Liabilities i 46‘265 | - 47939 | 94201

9 Dtle to banks 11156?4 | 2758 404730 | 1523162
| 101 Dué ;t‘o’cliél‘lutszb . 75“?» T - | - 757 -
11 [Other attracted funds o |- T S0
2 | Other financial liabilities :7171/6%78.2 | 2758 452669 | 1623209
13 vaheyly"ﬁnanc”ial iiébi‘lit’ies”total‘ 643067 72707 (452517)? 263257
| 14 | I‘\Ietrbz‘llancempr(l)bsitic‘nrl on_ﬁ;laﬁc.iai illSﬁimClﬁS ) 41525 - I - | 41525 |
Liquidity risk

Liquidity risk is the risk that the Bank will not be able to discharge its liabilities to the clients and counterparties on
a timely basis and in full. Minimization of this risk is achieved through balancing by the Bank of own structure of
assets and liabilities by repayment/maturity dates (including by basic currencies in which the Bank makes the
transactions).

Among the methods used by the Bank in liquidity risk management, the following should be singled out: GAP
analysis and setting of the limits to maximum possible gaps of liquidity; using of payment schedule; adherence to
the liquidity ratios (including mandatory economic standards of the NBU and mandatory reserve standards);
diversification of assets and liabilities; maintaining an emergency plan in active state; stress testing of the Bank’s
liquidity positions under various scenarios of development of financial markets.
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Table 30.8. Analysis of financial liabilities on their maturity for the reporting period

(Thousands of hryvnias)

Line |

Item

3-12

|Ondemand | 13 | 1-5 years | Total
and less || months | months 3 ‘
than 1
month
1 2 3 4 5 6 7
1 |Due to banks 207084 47958 - - 255042
-2 | Due to clients 423160 312784 | 834902 28958 1599804
2.1 '| Assets of individuals 139988 276521 517176 28958 962642
22 |Other 283172 | 36263 || 317726 637161
3 | Other attracted funds - - - 641 641
4 /| Other financial liabilities 301 16 455 - 772
5 Financial guarantees 504 3055 | 59696 - 63255
6 Other credit liabilities 3705 8029 15241 43937 70912
7 , P'ote:n.tl'al future payments on financial 634753 371843 | 910294 73535 1990425
liabilities total

The following maturities shown in the table are determined from the reporting date to the maturity date under the
contract. These amounts represent the contractual undiscounted cash flows differ from the amount included in the
balance, as the balance amount is based on discounted cash flows. Financial instruments accounted under a net
basis, are presented in the net amount.

Table 30.9. Analysis of financial liabilities on their maturity for the previous period

(Thousands of hryvnias)

Line

Item

| On demand |

1-3

3-12

, | 1-5 years | Total
and less months | months
than 1
‘ month
1 |Due to banks 63307 30894 - - 94201
2 | Due to clients 619254 568001 296324 39583 | 1523162
2.1 |Due to individuals 141983 525058 59303 | 39583 765927
2.2 Other 477271 42943 237021 757235
'3 ||Other attracted funds 758 758
4 |Other financial liabilities 5056 1 33 - 5090
5 | Financial guarantees 572 219 4960 - 5751
6 | Other loan liabilities 2500 6211 16627 10449 35787
| 7 P'ote’n't[_al future payments on financial 1141518 || 605327 1 317943 50789 | 2115577
liabilities total |
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Table 30.10. Analysis of financial assets and liabilities on the maturity terms on the basis of expected
maturity terms for the reporting period

(Thousands of hryvnias)

Line

Item

On demand

December 31

1-3 3-12 1-5 years Total
and less than || months || months
1 month :
1 >2 3 | 4 | "~ 5 6 7

| A,S;S,e,ts‘ : I | I . :

I |[Cash and cash equivalents S || - - : 316132
; 2 | Assets of dbiigatbl'y‘ 1"esé1'v‘es in NBU u /1"4548 14248

3 | ‘| Trading securities I 15540 I - - - 15540

4 Due from other baﬁké 150793 ! - - - 150793
’5 ‘Lova1‘1"s té customers | | 318096 41874’0 5 6’640’62' : | 2631’8’7 | 1604085
6 i ig;:tlgolltllgs llyc.aplycbi-tic;.ulilvlbzilﬂill'ii}"&vibn>tblvlébBanki 16808 643 _ ._‘ ‘17‘ 43 1. N
7 [Other financial assets sod | - [ - : 3504
' 8 "Financial assets total 8351‘2>1m | 419383 | 604062 263187 | 21?‘,‘1753’
| ‘ Liabilitié.sv I 1 R I ;
9 D’u‘f‘:’to’ otherbanks | bé‘07084m 47958 T - - | 255042 |
10 [Due to clients 23138 [ 312735 | 834687 | 28898 | 1599458
11 | Othe;' attracted funds - -”“ i - | 640 640
12 - Other financial liabilit&és 301 16 - 455 | —‘ 7’72k
; 13 - Financiai liébilitieé “[ot‘alﬂ | | 63.0523" 360709 835142 29538 .1855912 |
14|\t hauicity gap on the end of 204508 | 58674 |(231080) | 233649 | 265841
| ecember 31

15 |Total liquidity gap on the end of 204508 | 263272 | 32192 | 265841 265841

These financial assets and liabilities are presented in the table at book value, i.e. considering discounted cash flows.
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Table 30.11 Analysis of financial assets and liabilities on the maturity terms on the basis of expected maturity
terms for the previous period

(Thousands of hryvnias)

VIYJiﬁe ; T Item | T On demand | 13 ‘3—12 1-5 years Total
| and less than || months months ‘
| month
- , 2, 3.‘ 45 - ‘ :
. A;Ss,ets, , L e , N I |

1 | Césh and cﬁsﬁ erquivalent»s’ | N .328650 il - - —H 328650
| 2 | Aséets ofiobligatory 1"e>sel"’ve§ ’i’n NBU | 2022.;177’. 777777 I | 20223
3 - e D — - e , : o -
; ,Due Psrro— 29903 . 31206 e - _. T ,61,1(,)9
5” VL.o;ns to customers 363279 529102 338199 “ ‘2’23382 : 1453962
6 ss;ﬁtl;ii[ii:s held.ktovq»na;m'it»)v/‘in thé Bank; | _ - 63;7. | ) | 1795; - 18586
’,7 S Otherﬁmncmlassets v 38,27 - i 109... . o . 3936

8” - ‘Fin‘ancial aésets total 745882 ’/540940 33830811i 241336. ‘3 | 1886466

: Liab.il,iti.és . R | | o ‘ ,
"9 |[Due from other banks [Tem0r [sosa [ - | - [ owoi
: 1(’)‘ 1 Dué t’o-cli’ents . 1 619254 - 568001 296324 39583 .' | 1523162
11 ‘ Other attractéd funds A T 1 757 | 7‘57
12 | ‘; O’thér‘ﬁnan‘cial liabilities 5056 WO 33 T o  , 5089
| 13 ] Fiﬁaﬂé:ial liabilities total - " 687617 3 598895 T 296357 i 40340 1623209
14 gget liquidity gap on the end of ss265 | (37955) | 41951 | 200096 | 263257
‘ ‘| December 31 |
15 | Total liquidity gap on the end of 58265 20310 62261 | 263257 | 263257

Note 31. Capital management

Capital management of the Bank is directed primarily to protect from possible risks typical to its activities. The
Bank controls the capital adequacy both through implementation of mandatory economic standards of the National
Bank of Ukraine (capital ratios) and recommended indices established by the Basel Capital Accord. In particular,
the Bank performs quarterly calculation of capital adequacy in accordance with the recommendations of the Basel
II (quantitative measurement of credit, market and operational risk carried out by applying the Standardized
Approach).

The main objective of the Bank capital management is to ensure balanced growth of assets and regulatory capital.
In particular, the Bank policy of conduction of active and passive operations, great importance is given to
improvement of the structure of assets weighted considering risk ratio (to prevent too high proportion of assets that
have weighed on risk ratio of 100%). Also, it is aimed to improve the level of capitalization (if necessary). The
Bank may refuse to pay dividends to participants and / or to provide an increase of regulatory capital either by
contributions to the share capital, or by raising subordinated debt. In addition, the Bank is working constantly in
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order to minimize distractions from regulatory capital: it is performing activities in order to repay overdue income,
and is excluding positive liquidity gaps exceeding one year and more.

The standard of capital adequacy is in accordance with the National Bank of Ukraine requirements.

As required by the National Bank of Ukraine, the banks must maintain a capital adequacy rate on the level of 10%
of assets weighted considering risk factors. The table below shows the Bank capital adequacy rate, calculated as of
December 31, 2012 and 2011. During the reported and previous years the Bank met all capital standards set by the
National Bank of Ukraine.

Table 31. Regulatory capital structure
Table 31.1. Regulatory capital structure

(Thousands of hryvnias)

Line Item 1 Repoumg period i Previous period
i 1 T ankleguhtmy capital (RC) T 286 984 | " | 285169
2 Actually p'ud 1eg15teled st'ltut01y Caplt'll T ; | 250 000 N 250 00’0‘ |
3 '- Disclosed reserves created or increased on the basis| | T T
of retained earnings ]
311 Ofwhlchleselves funds A | 34 258 ] | 34 151
4 Reductlon of property and equipment (amount of |
|inchoate  reserves; intangible assets  less
amortization; capital investments to intangible (2 220) (430)
assets, last and previous year damages)
l 1ncluding
4.1 ”’ Intanglble assets less al'l.l.O;tl.Zati(SIl I — '(1'“312)' | | (430)
42 | Cﬂplt’ll investments to mt'mglble assets T ‘5 T >(’9(58)V | T ‘-
5 T : Property and eqmpment (FA) (fust level capltal) '! | 282 038 “ o 283 721" |
| 6 vReserves on standard accounts payable and| ” 2125 | 3 B 15‘2‘%
] smnd"ud debts on off bahnce ope1 ations i
7 | Accountmo income of the current yeal (adjusted) 2 821 | | ‘ | 1 296
| ’8 Addltlonal capital (second level capital) I 4 946 I 1 448
9 | ‘ Re’g’ul‘éto’ry éépital total I 286 984 — 285 169
10 ] Aésets we‘iglrlted a£ usk T 1 395 380 I 1274 598
| 11 | ’f[‘()c;gz;lg?llzﬁltl};tllzifec;pell currency position on all 28 141 4147
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Table 31.2. Bank capital structure calculated on the basis of Basel Capital Accord

(Thousands of hryvnias)

Lilie | Ifeni Reporting period Previous periécl
1 o Actually paid registered statutory capitaiw T | | 2‘50>(‘)OO | | 250 000
2 | ’G«‘ené’ral 1'ése1'ves‘and bres‘,erv‘cla funds T B 34‘258 . 34 151
3 i iiltéligible assets ‘less amortization | (1 312) (430)
4 | Capifal investménts to iﬁtangible assets - - (908) ; | - -
5 Cufrent ygal' incbme . — 3423 5 1208
6 Cayly)’ital i | | 285461 ‘284 929

Note 32. Contingencies of the Bank

Bank discloses information on events that occurred at the end of the reporting period but not recognized in other
Notex, for which the probability of an outflow of resources for economic benefits will not meet the definition of
liabilities, including:

a) legal proceedings

At the reporting date, as of December 31, 2012 there are several court disputes with the participation of "Bank
of Investment and Savings" JSC (hereinafter - the Bank) on the amount of UAH 91.8 thsd. In the courts of
general jurisdiction there are disputes with the Bank clients on the amount of UAH 91.8 thsd., which may be
resolved in favor of the Bank.

In general, as the preliminary analysis of trials shows, the amount of compensation for the obligations of Client
to the Bank exceeds the amount of possible losses of the Bank in the future. :

In general, overall consideration of cases does not bear a risk of negative financial conditions and stability of
the Bank.

b) Contingent tax liability.
At the reporting date, the Bank has no liabilities associated with the tax liabilities;
c) Capital investment liabilities.

As 0f 01.01.2013, the total amount of contractual liabilities on purchase of property and equipment amounts to
UAH 261.4 thsd.

Total liabilities on acquirement of intangible assets are UAH 1 064.6 thsd., mainly that is on the payment cards
software development and putting it into operation.

d) Operating lease liabilities (rent).

Table 32.1. Future minimal rent payments on undefined contract on operating leasing (rent)

(Thousands of hryvnias)

Liﬁe ; | Item “l;él.)"(l)r»tbinbg peri‘éd Previous period
T S | 1154 ; . 1 264
i 1-5‘ yéérs | 10700 R 7313
;,Tétal R e e 11854 . } 8 57.'7
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e) Loan liabilities

At the reporting date, as of December 31, 2012, the amount of contingent loan liabilities (generally represent
irrevocable lines of credit granted to clients) amounted to UAH 12 294 thsd (December 31, 2011 - UAH 8 715
thsd.). Their potential financial impact on the financial performance of the Bank is insignificant. According to the
degree of uncertainty the existing credit lines do not carry serious risks (liquidity risk in particular), considering
that almost all of them are open for up to 1 year.

Table 32.2. Loan liabilities structure

(Thousands of hryvnias)

Line Ite’m ] Note Reborting period | Previous period
1 Uﬁﬁsed crédit lines | . “ T 70 ’9’1‘2 | 35786
| 2" ” Gl;a‘lltecl guafanfées - 6’3'255 5751
'3 Résérve on credit liaﬁilities ) (321) | (12)
4 Loan liabilities totablbless provisions 133 84‘16‘ 4i 525 -
Table 32.3. Credit liabilities by currency
(Thousands of hryvnias)
‘Lilyl‘e Itélﬁ Reportiblbmé périod ‘ Previous; pely'iod
: 1” |Hryvnia 91 519 A 27 001
2 [Usdollar E3CA 2001
‘ 3 » Emo e 10 190 v o
5 [Toul Ti33sas 4153
f) Pledged assets and assets with limitations associated with their possession, use and disposal
Table 32.4, Pledged assets without derecognition
(Thousands of hryvnias)
'Li'l']e Ifélli Reportiné period ”‘I"r‘evi‘ou‘s pér‘ioc‘l B
Ple‘dgéd‘ ésséts Secured Pledged assets |Secured liability
liability
5 | property 1'ights | | 89 875 57963 T 6 238 ” kk 6334
6’ — Total - | 89 875 57963 ‘6 238’ 6334

These assets are monetary funds deposited in other banks, which issued as pledge to banks on interbank involved
funds obtained by pledge agreements for the duration of exercise of liabilities, which are extremely shott.

76



Public Joint Stock Company “Bank for Investments and Savings”
Financial statements for the year ended December 31, 2012
(UAH thousands)

Note 33. Fair value of financial instruments

The Bank defines the fair value as the amount at which a financial instrument could be exchanged between
knowledgeable and willing parties other than in a forced sale or liquidation, and is best proved by an active quoted
market price of the financial instrument.

The estimated fair values of financial instruments have been determined by the Bank using available market
information, (if exists), and appropriate valuation methodologies:

For assets with up to one month term the fair value is approximately equals the book value due to the
relatively high urgency of these financial instruments.

For longer-term due from other banks and to other banks, interest rates used reflect market rates and, accordingly,
the fair value approximates their book value.

The book value of securities available for sale is an adequate estimate of their fair value. Interest-bearing
securities include interest rates, reflecting fair market rates and, accordingly, the fair value approximates the book
value f these instruments.

The fair value of the credit portfolio is based on the characteristics of service of loans and the interest rates of
individual loans within each sector portfolio. Evaluation of reservation on losses on loans is performed taking into
account the risk premium applied to different types of loans based on factors such as the current situation in the
sector, in which the borrower operates, the financial conditions of each borrower and guarantees obtained.
Accordingly, the reserve on losses on loans is considered a reasonable estimate of potential losses that would be
required to reflect the impact of credit risk.

In general, loans are granted at market rates, and therefore the current balances represent a reasonable estimate of
fair value. Accordingly, the book value calculated as the amortized cost of such instruments is a reasonable
approximation of their fair value. '

For deposits with maturity up to one month, the fair value approximates their book value due to relatively short-
term maturity of these financial instruments. For longer-term deposit interest rates reflect market rates and,
accordingly, the fair value approximates their book value.
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Table 33.1. Analysis of financial instruments accounted at the amortized cost
(Thousanc]s of hryvnias)

Line Item ‘ Reporting period I ‘ Pxewous pellod
| l Fa11 V’Ill.le l Book value I Fair value ’ Book V"tllle
‘ 0 o |
I |Cashand cash equivalents 3030 | 330380 | 38873 | 348873
11 |cash assets | 367180 | 36780 | 27676 | 27676
12 \Assets in NBU (less provisions) | 126600 | 126690 | 206594 | 206594
13 [Obligatory reserves in NBU || 14248 | 14248 | 20223 | 20223
1.4 Correspondent accounts and ‘ 152662 J 152662 ‘ 94380 ‘ 94380
-jovernight deposits and credits in 1
2 [Dwfomomerbaks | 10 [ 150m3 [ 6105 [ 6oy
2.1 Qlcledus glanted to othe1 banks | 1s0793 | 150793 | 61109 | 61109
3 [Loans to customers [ Teoass | ie0a0ss | 1aswe2 | 1453962
31 [Lomnstolegalentities | 1574570 | 1574570 || 1427806 || 1427806
3.2 ;‘Loans to individual entleplenems | - 7002 1 7002 l 5879 ’ 5879
33 [Mortgage redits ofindividuals | 1506 | 1506 | 1538 | 1538
34 Credits granted to individuals for 20637 20637 18511 18511
, |currentneeds B | I ] R R
35 inther credits to 1nd1v1duals - ‘t 370 [ 370 ! 228 l 228
4 :{Securities held-to-maturity in the ; 17451 17451 i 18586 ‘ 18586
|Bank portfolio , . o N
‘41 |Government bonds |17t | 17451 | 18586 | 18586
5 |Otherfinancialassets | 3504 | 3504 | 393 | 3936
51 [Reswietedcash | 2318 | a8 | 1769 | 1769
52 [Other financialassets | 1186 || 1186 | 2167 | 2167
6 |Financial assets accounted at the | 2106213 2106213 1886466 1886466
| ~ |amortized cost total | :
FINANCIAL LIABILITIES
7 Due to banks | 255042 255042 94201 i 94201
7.1 |Corr espondent accounts and ; 59168 59168 i - -
1 ‘|overnight deposits and credits in
banks
7.2 Deposits of other banks 3 47958 47958 - -
7.3 |Received credits 147916 147916 94201 5 94201
8 Due to clients j 1599458 1599458 1523162 1523162
8.1 Other legal entities 637146 637146 ! 757309 757309
8.2 Individuals 962312 962312 765853 765853
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9 Other attracted funds ‘ 640 : 640 757 ‘ 757
9.1 |Credits received from 640 640 757 757
|international and other financial '
organizations ‘
10 Other financial liabilities: l 772 772 : 5089 5089
10.1 Receivables on securities i 285 285 2 ! 2
1102 |Other financial liabilities | 487 487 | os087 5087
11 [ Financial liabilities accounted at || 1855912 1855912 1623209 1623209
the amortized cost total :

Table 33.2. Financial liabilities accounted at fair price by levels of its measurement
(Thousands of hryvnias)

Line [tem Fair value in different measurement models Fair value total | Book value
market || Measurement || Measurement
| quotations model using | model using
(levelI) || observed data ||indices not proved
(level II) | by the market date |
(level 1II)
FINANCIAL ASSETS | »
a Trading securities: | 15540 - - | 15540 15540
1.1 '|Bonds of entities 15540 - - 15540 3 15540
2 Financial liabilities 15540 - . - : 15540 1 15540
‘|accounted at fair value '
|total

The Bank has no financial instruments, fair value of which is determined by its third level evaluation. There were
no changes during the reporting and the previous periods considering income / expense recognized through profit /
loss, other comprehensive income, purchase, sale, production, calculation, and transfer “from” or "to" the third
level assessment.

During the reporting and previous periods, the Bank had no financial assets fair value of which cannot be reliably
estimated. '

Bank did not hold the mortgage, which was allowed to sell or remortgage.
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Note 34. Financial assets presentation by the assessment categories

Table 34.1. Financial assets presentation by the assessment categories for the reporting period

(Thousands of hryvnias)

item

| Loans and

Financial assets accounted

| Line total
receivables at fair value through
I o Q
2] profit/loss 2
'S |Trading |assets accounted | =
‘S | assets |at  fair value| %
< (through profit or| g &
9 . loss 8 E
23 ER:
l 2 3 4 5 6 7 8
ASSETS ,
1 Cash and cash equivalents 330 380 - - - - | 330380
2 Trading securities - - | 15540 - - 15 540
3 ‘|Due from other banks: 150 793 , - - . - - 150793
3.1 |Deposits in other banks - - - - - -
32 |Credits granted to other banks | 150 793 - - - - 150 793
4 |Loans to customers | 1604 085 - - - - 1 604 085
4.1 |Loans to legal entities 1574570 - - - - 1574 570
4.2 Loans to individual 7002 - - - - 7002
| entrepreneurs
43 Mortgage credits of 1506 - - - - 1506
|individuals
4.4 |Credits granted to individuals | 20637 - - - - 20637
{for current needs
45 Other credits to individuals 370 - - - - 370
5 Securities held-to-maturity in - - - - 17 451 17451
the Bank portfolio !
6 Other financial assets; 3504 - - - - 3504
6.1  '|Receivables on operations - - - - - -
|with foreign currency
62 |Restricted cash 2318 - - - - 2318
6.3 |Other financial assets | 1186 - - - ‘ - 1186
7 /|Financial assets total 12088762 - | 15540 - 17451 | 2121753
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Table 34.2 Financial assets presentation by the assessment categories for the previous period

(Thousands of hryvnias)

- Line

item

Loans and

Financial assets accounted Total
receivables at fair value through
= . 8
& | pofles 5
= ()
8 Trading||assets accounted =
'§ assets |lat  fair  value ‘é
< through profit or g
[ |loss % 2
<5 g
1 2 3 4 5 6 7 8
ASSETS
1 |Cash and cash 348 873 - - - - 348 873
|equivalents
2 Trading securities - - - - - -
3 Due from other banks: 61 109 - - - - 61 109
3.1 !|Deposits in other banks - - - - - -
3.2 |Credits granted to other 61109 - - - - 61 109
| banks ' i
4 Loans to customers 1453962 - - - - 1453962
4.1 Loans to legal entities 1 427 806 - - - - 1 427 806
4.2 |Loans to individual 5879 - - - - 5879
|entrepreneurs
4.3 |Mortgage credits of 1538 - - - - 1538
/|individuals
4.4 |Credits granted to 18511 - - - - 18511
|lindividuals for current
: |needs
4.5 | Other credits to 228 - - - - 228
lindividuals
5 |Securities held-to- - - - - 18 586 18 586
|maturity in the Bank
{|portfolio
6 Other financial assets: 3936 - - - - 3936
6.1 Receivables on - - - - - -
|operations with foreign
| currency :
6.2 |Restricted cash 1769 || - - - - 1769
- 6.3 |Other financial assets 2 167 - - - - 2 167
7 |Financial assetstotal | 1867880 . - - 18 586 1886466
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| Note 35. Related party transactions

Table 35.1. Balances of transactions with related parties as of the end of reporting period

(Thousands of hryvnias)

Item The biggest Key Other related
participants || management parties
(shareholders) staff (associated or
of the Bank related persons)
‘I 1 , 2 7 9 4
1 Loans to customers (contractual interest rate is 14- ) 183 12,008
1{20%)
2 |Provision for accounts payable as of December 31 - , 2 -
3 /|Due to clients (contractual interest rate is 1 -21 %) 209 087 4133 13 712
4 Provision for liabilities 0,4

Table 35.2. Income and expenses on transactions with related parties as of reporting period

(Thousands of hryvnias)

The biggest

Key

Line Item Other related
| participants | management parties
(shareholders) of! staff (associated or
the Bank related
persons)
1 2 3 4 5
0l Interest income - 37 1510
P2 Interest expenses 9755 221 1412
3 |Dividends 2030 - -
4 ‘|{Commission income 7 2 32
5 Charges to provision for impairment of loans } 2 i
|and due from other banks

Table 35.3. Other rights and liabilities on transactions with related parties as of the end of reporting period

(Thousands of hryvnias)

Item

Line Key management staff Other related parties
o 2 3 4
1 Other loan liabilities 18 337

82




Public Joint Stock Company “Bank for Investments and Savings”
Financial statements for the year ended December 31, 2012
(UAH thousands)

Table 35.4. Total amount of credits granted to related parties and paid by the related parties during the
reporting period

(Thousands of hryvnias)

Line Item Key management |  Associated Other

staff companies related
parties
1 2 . 7 8 19
1 Am.ounf[ of CI'C.dItS granted to related parties 383 ) 1 11979
| during the period ;
2 Amoun.t of credits paid by related parties during ) i 2258 5975
the period

Table 35.5. Balances of transactions with related parties as of the end of previous period
(Thousands of hryvnias)

Line Item || The biggest f Key i| Associated ‘| Other
2 | participants || management | companies | related
| (shareholders) staff /| parties
of the Bank '
o 2 : ; 7 : | 8 | 9
1 Loans to customers (contractual interest ) ) : 2958 5304

|rate is 14-20%)

2 ‘|Provision for accounts payable as of
| December 31

3 ‘| Due to clients (contractual interest rate is 1

121 %) 196 200 1513 38 499 840
4 ‘| Provision for liabilities - - - 7 -

Table 35.6. Income and expenses on transactions with related parties as of previous period
(Thousands of hryvnias)

Line. Item | The biggest | Key management | Associated | Other
participants staff .| companies | related
(shareholders) parties
| ofthe Bank
1 2 3 4 | s 6
1 {Interest income - - - il 614
2 Interest expenses ' 24 577 3676 - 123138
3 Dividends ' 2573 - - -
4 |Commission income 54 16 i 6 | 2
5 /| Charges to provision for impairment of ) ) 3 3
‘|loans and due from other banks
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Table 35.7. Other rights and liabilities on transactions with related parties as of the end of previous period

(Thousands of hryvnias)

Line§ Item Key management staff Other related parties
1 2 3 4
1 Other loan liabilities 9 235

Table 35.8. Total amount of credits granted to related parties and paid by the related parties during the
previous period

(Thousands of hryvnias)

Line Item | Associated companies Other related parties
1 2 8 9
1 Am_ount of Cl"gdlts granted to related parties 2258 3680
‘| during the period
2 '|Amount of credits paid by related parties
H . (472)
- {during the period
Table 35.9. Benefits to key management staff
(Thousands of hryvnias)
Item Reporting period Previous period
expenses |  Accrued expenses |Accrued liability
i lability
1 2 3 4 5 6
l Current employee benefits 41713 41713 | 4301 | 4301
2 Retirement benefits 22 ! 22 - -
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