
INDEPENDENT AUDITORS’ REPORT
To the Shareholders and the Board of Management of 

Joint Stock Commercial Bank Raiffeisenbank Ukraine

We have audited the accompanying balance sheet of Joint Stock Commercial Bank Raiffeisenbank Ukraine (the “Bank”) as at 31 December 2005 and the related statements of income, changes in equity, and cash flows for the year then ended.  These financial statements, on pages 1 to 27, are the responsibility of the Bank’s management.  Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing.  Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 
In our opinion the financial statements referred to above present fairly, in all material respects, the financial position of the Bank as at 31 December 2005 and the results of its operations and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

6 April 2006
Kyiv, Ukraine

	
	
	31 December

	
	Notes
	2005
	2004

	Assets
	
	
	

	Cash and due from the NBU
	5
	390,675
	737,626

	Amounts due from credit institutions
	6
	674,704
	250,232

	Financial assets at fair value through profit or loss
	7
	242,359
	138,201

	Loans to customers
	8
	5,932,776
	3,349,024

	Investment securities available-for-sale
	
	258
	8

	Current tax assets
	9
	970
	970

	Property and equipment
	11
	78,494
	46,075

	Intangible assets
	12
	10,170
	2,212

	Other assets
	13
	16,286
	3,593

	Total assets
	
	7,346,692
	4,527,941

	
	
	
	

	Liabilities 
	
	
	

	Amounts due to credit institutions
	14
	731,798
	1,201,945

	Amounts due to customers
	15
	3,381,172
	1,899,833

	Current tax liabilities
	9
	9,517
	2,517

	Deferred tax liabilities
	9
	47,348
	25,726

	Other liabilities
	13
	27,371
	3,600

	Borrowings
	16
	2,318,413
	941,301

	Total liabilities
	
	6,515,619
	4,074,922

	
	
	
	

	Equity
	17
	
	

	Share capital
	
	539,993
	330,614

	Share premium
	
	2,370
	2,370

	Retained earnings
	
	288,710
	120,035

	Total equity
	
	831,073
	453,019

	
	
	
	

	Total liabilities and equity
	
	7,346,692
	4,527,941

	
	
	
	

	
	
	
	


Signed and authorised for release on behalf of the Board of the Bank

Volodymyr Lavrenchuk





Acting Chairman of the Board

Lyubov Vorobyova





 Member of the Board
6 April 2006
The accompanying notes on pages 5 to 27 are an integral part of these financial statements.
	
	
	Years ended 31 December

	
	Notes
	2005
	2004

	
	
	
	

	Interest income 
	
	
	

	Loans to customers
	
	523,538
	297,698

	Securities
	
	31,402
	12,658

	Due from credit institutions
	
	4,221
	3,416

	
	
	559,161
	313,772

	
	
	
	

	Interest expense
	
	
	

	Due to credit institutions
	
	(101,710)
	(87,684)

	Due to customers
	
	(79,203)
	(42,866)

	Subordinated debt 
	
	(12,356)
	(7,518)

	Debt securities issued
	
	(1,641)
	(943)

	 
	
	(194,910)
	(139,011)

	Net interest income
	
	364,251
	174,761

	Impairment charge for interest earning assets
	10
	(10,565)
	(58,793)

	Net interest income after impairment of interest earning assets
	
	353,686
	115,968

	
	
	
	

	Fee and commission income
	
	87,870
	52,579

	Fee and commission expense
	
	(7,045)
	(12,005)

	Net fee and commission income
	19
	80,825
	40,574

	
	
	
	

	Gains less losses from foreign currencies:
	
	
	

	- dealing result, net
	
	31,230
	17,796

	- translation differences, net
	
	(40,519)
	1,856

	Other income
	
	3,546
	1,564

	Other non interest (expenses) income
	
	(5,743)
	21,216

	
	
	
	

	Salaries and benefits
	20
	(73,494)
	(34,143)

	Other administrative and operating expenses
	20
	(79,454)
	(40,398)

	Depreciation and amortisation
	11, 12
	(17,595)
	(10,651)

	Allowance for other assets and provisions
	10
	(3,696)
	(422)

	Other non interest expense
	
	(174,239)
	(85,614)

	
	
	
	

	Profit before income tax expense
	
	254,529
	92,144

	
	
	
	

	Income tax expense
	9
	(64,059)
	(23,209)

	Profit for the year
	
	190,470
	68,935


The accompanying notes on pages 5 to 27 are an integral part of these financial statements.

	
	Share 

capital
	Share premium
	Retained 

earnings
	Total

equity

	
	
	
	
	

	31 December 2003
	166,173
	2,370
	51,100 
	219,643 

	
	
	
	
	

	Issue of share capital
	164,441
	
	
	164,441 

	Profit for the year 
	
	
	68,935 
	68,935 

	31 December 2004
	330,614
	2,370
	120,035 
	453,019 

	
	
	
	
	

	Issue of share capital
	209,379
	
	
	209,379 

	Dividends
	
	
	(21,795)
	(21,795)

	Profit for the year
	
	
	190,470 
	 190,470 

	31 December 2005
	539,993
	2,370
	288,710 
	831,073 


The accompanying notes on pages 5 to 27 are an integral part of these financial statements.
	
	
	Years ended 31 December

	
	Notes
	2005
	2004

	Cash flows from operating activities
	
	
	

	Interest received
	
	531,045
	316,308

	Interest paid
	
	(180,577)
	(130,988)

	Fees and commissions received 
	
	87,870
	52,579

	Fees and commissions paid
	
	(7,045)
	(12,005)

	Gains less losses from dealing in foreign currencies
	
	31,230
	17,796

	Operating expenses paid
	
	(135,843)
	(71,713)

	Cash flows from operating activities before changes in operating assets and liabilities
	
	326,680
	171,977

	
	
	
	

	Net (increase)/decrease in operating assets 
	
	
	

	Amounts due from credit institutions
	
	359
	(10,837)

	Financial assets at fair value through profit or loss
	
	(100,690)
	(121,181)

	Loans to customers
	
	(2,670,384)
	(1,074,220)

	Other assets
	
	(12,431)
	1,282

	Net increase /(decrease) in operating liabilities
	
	
	

	Amounts due to credit institutions
	
	(471,789)
	109,494

	Amounts due to customers
	
	1,496,662
	1,194,369

	Other liabilities 
	
	2,956
	(2,761)

	Net cash flows (used in) from operating activities before income taxes
	
	(1,428,637)
	268,123

	
	
	
	

	Income tax paid
	
	(35,437)
	(11,814)

	Net cash flows (used in) from operating activities
	
	(1,464,074)
	256,309

	
	
	
	

	Cash flows from investing activities
	
	
	

	Purchase of investment securities
	
	(250)
	-

	Purchases of property, equipment and intangible assets
	
	(53,039)
	(18,233)

	Proceeds from sale of property and equipment 
	
	568
	273

	Net cash flows used in investing activities
	
	(52,721)
	(17,960)

	
	
	
	

	Cash flows from financing activities
	
	
	

	Share capital contributions
	
	209,379
	-

	Borrowings
	
	1,420,598
	144,357

	Dividends paid
	
	(21,795)
	-

	Net cash flows from financing activities
	
	1,608,182
	144,357

	
	
	
	

	Effect of exchange rate changes on cash and cash equivalents
	
	(2,901)
	798

	
	
	
	

	Net change in cash and cash equivalents
	
	88,486
	383,504

	
	
	
	

	Cash and cash equivalents, beginning of the year 
	24
	976,810
	593,306

	Cash and cash equivalents, ending of the year 
	24
	1,065,296
	976,810

	
	
	
	


The accompanying notes on pages 5 to 27 are an integral part of these financial statements.

Principal activities

Joint Stock Commercial Bank Raiffeisenbank Ukraine (the “Bank”) was formed on 2 March 1998 as a closed joint stock company under the laws of Ukraine.  The Bank operates under a general banking licence #191 issued by the National Bank of Ukraine (the “NBU”) on 3 December 2001, which provides the Bank with the right to conduct banking operations, including currency operations.  The Bank also possesses a licence for securities operations and custody services from the State Commission for Securities and Stock Market, which was renewed on 21 October 2003.

The Bank accepts deposits from the public and extends credit, transfers payments in Ukraine and abroad, exchanges currencies and provides banking services to its commercial and retail customers.  The Bank’s customer base is diversified and includes some large industrial Ukrainian and international companies.

The Bank’s head office is in Kyiv and it has branches in Dnipropetrovsk, Donetsk, Lviv, Mykolaiv, Odessa, Zaporizhya, Kharkiv, Uzhgorod, Vinnitsa and Lugansk. During 2005, the number of branches and outlets increased from 11 to 37.  The Bank’s registered legal address and principal place of business is 43 Zhylyanska St., Kyiv.  The Bank had an average of 1,058 employees during 2005 (2004 - 577) and 1,593 employees at the end of 2005 (2004 - 727).

The Bank is a part of the Raiffeisen Zentralbank Österreich Group (“RZB Group” or the “Group”) and is wholly owned by other entities in the Group.  As an entity of the RZB Group, the Bank has a number of significant transactions with various related parties (see Note 23).

As at 31 December 2005 and 2004, the ownership structure of the Bank was as follows:

	Shareholder
	2005
	2004

	Raiffeisen International Bank-Holding AG
	99.998%
	99.997%

	Raiffeisen Zentralbank Österreich AG 
	0.002%
	0.003%

	Total
	100%
	100%



