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MANAGING BOARD

From left to right:

Johann Staudigl, Gašpar Ogris-Martič, Aleš Zajc

Dear Shareholders and Business Partners,

The bank remained committed to its strategic policies throughout 2005. The year was highlighted by

stable business growth and net profit. The Bank's balance sheet total grew to almost SIT 99 billion, which is

17% higher than in the preceding year. The biggest growth was seen in loans to private individuals (48%)

and investments in securities (18%). Loans to corporate clients grew by 6%. The Bank also significantly

expanded its deposit volume (12%), with those deposits from corporate clients growing by as much as 18%.

Continued business growth was also pronounced in operating income, especially in net fees and

commissions (23%) and net interest (7%). In the same period expenses increased by 11%. The profit from

ordinary activities was SIT 100 million and after calculating deferred taxes the Bank was able to report a

profit of SIT 112 million at the year's end. 

Throughout 2005 we implemented many marketing activities whose success was reflected in the

excellent result of the retail segment. We were highly active in developing cooperation with contractual

partners, which contributed significantly to the increased sale of consumer loans (34%). Volksbank - Ljudska

banka d.d. strongly boosted its general image with a successful combination of diverse marketing

campaigns and the Bank became even more firmly established in the market as one of the most important



providers of housing loans. The bank's range of products and services was widened when it began acting

as a broker for the sale of Slovenian mutual funds. In the last quarter of 2005, the Bank also began offering

the insurance products of its partner Victoria - Volksbanken Versicherungsaktiengesellschaft. In the

corporate segment, the Bank was active in trade finance and successfully entered into the project finance

market. The Bank opened its third branch office in Ljubljana - Šiška, and now has 9 branches and one

representative office nationwide.

In terms of business strategy the Bank has set itself a very clear path and goals for the future. These

include the expansion of sale's channels, increasing productivity and extending cross-selling to it’s current

client base. The Bank will continue its cooperation with companies active in those strategic segments

targeted by both itself and the Group as a whole. 

Gašpar Ogris-Martič Aleš Zajc Johann Staudigl

Chairman  Deputy Chairman Board Member

VOLKSBANK -  LJUDSKA BANKA ,  D .  D . ,  KEY F IGURES

in SIT million 2004 2005

Total assets 84,364 98,915

Amounts owed to customers 25,077 28,122

Loans to customers 53,898 63,006

Operating income 2,234 2,427

Operating expenses 1,921 2,124

Profit from ordinary activities 3 100

Number of employees as at  31.12. 150 155

Number of branches 8 9
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INTERNATIONAL NET WORK
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Volksbank - Ljudska banka has been successfully active on the Slovenian market since 1993.

The bank's main shareholder is Volksbank International AG (a subsidiary of Österreichische

Volksbanken-AG).

Österreichische Volksbanken-AG (ÖVAG) was founded in 1922 by commercial lending

cooperatives and is majority-owned by more than 60 independent Austrian "Volksbanken" (co-

operative banks). The bank is the central institution of one of the most important banking groups in

Austria and an international commercial bank in its own right. Already in 1991 ÖVAG was one of the

first banks to begin its expansion into the challenging markets of Central and Eastern Europe. 

Volksbank International AG (VBI) - located in Vienna, Austria - now heads a successful and

expanding network in Central and Eastern Europe. By the end of 2005 Volksbank International AG's

network comprised 182 branches in eight Central and Eastern European countries. VBI's subsidiaries

are located in the Slovak Republic, Czech Republic, Hungary, Slovenia, Croatia, Bosnia-Herzegovina,

Serbia and Romania. Their total assets amounted to EUR 4.4 billion in 2005. More than 2,800

employees offer private and corporate clients the full range of modern banking products and

services. Via highly specialised companies, personalised services in the fields of leasing, real estate,

fund management, insurance and investment banking are provided. In addition, Österreichische

Volksbanken-AG has a subsidiary in Malta as well as a representative office in Italy. 

In 2005 Volksbank International AG intensified its cooperation with German and French

partners. Minority stakes of 24.5% are held by both DZ BANK / WGZ-Bank and the French Banque

Fédérale des Banques Populaires. In accordance with VBI`s motto of "Extending borders" this fresh

capital will enable us to further enlarge our network and improve the range of services for our

clients. 

Via its co-operation with the Confédération Internationale des Banques Populaires, which has a

network of 30,000 banking outlets in EU member states, North Africa, Argentina, Canada and

Japan, Volksbank - Ljudska banka is able to offer its clients a presence in all major financial centres

worldwide.

However size isn't everything! Our commitment of being a special partner for our clients has

proved very successful. Personal contact, mutual trust and reliability are of primary importance to

us. The professional quality of our services and the long term relationship we build with our clients

in order to ensure business success are the most important criteria for us. Thus our international

clients are supported in their mother tongue in each of our international subsidiaries by our

"International Desks" so that they feel "at home" doing business abroad. 
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2005 was marked by weak growth in the European economy.  The 25 EU member states managed

just 1.6% economic growth, which is 0.8 percentage points less than in 2004. The new members

Lithuania, Latvia and Estonia achieved an outstanding 7% GDP growth, while the lowest results were

recorded in the old EU members Italy, Germany and Portugal, with less than 1% GDP growth.

Net GDP growth in Slovenia in 2005 was 3.9%, which is 0.7 percentage points less than for the

previous year. Economic growth was a result of the substantial growth in exports, stronger

investments and a modest increase in consumption. The influence of stronger demand for

Slovenian products was noticeable with important European trading partners, especially France and

Austria. Slovenian companies also significantly increased foreign trade with non EU countries,

especially with Serbia and Montenegro, Croatia and the Russian Federation.

The current account of the balance of payments was in equilibrium as in the previous year.

This was the consequence of the high but balanced growth of imports and exports.

The labour market saw encouraging growth in the economically active population and in the number

of jobs, but, due to redundancies, the registered unemployment rate remained more or less unchanged.

The average rate of survey-based unemployment (ILO methodology) in 2005 remained the same at 6.4%.

Foreign currency reserves increased by EUR 1.3 billion in 2005, equalling EUR 8,832 million or

32.4% of GDP. This result points to Slovenia's strong international financial position, as confirmed by

the Dun&Bradstreet credit rating agency, which regularly rates Slovenia as the country with the

lowest investment risk in the region.

2005 was also marked by preparations for entering the European monetary union on 1.1.2007,

when compliance with Maastricht convergence criteria for the introduction of the Euro has to be

ensured. Slovenia had already succeeded in meeting fiscal criteria (gross debt and budget deficit)

and the nominal long-term interest rates criterion, however the price stability criterion was only met

in November 2005, when average yearly inflation dropped to 2.5%. The country's entry into the ERM 2

in 2004 was crucial for achieving this. The Bank of Slovenia in agreement with the ECB, set the

middle tolar exchange rate at SIT 239.64 for EUR 1. Since then the EUR exchange rate has been

very stable and has only fluctuated by less than 0.1% from this figure. Since the fulfillment of all

Maastricht criteria, which includes participation in the Exchange Rate Mechanism II (ERM 2) for two

years, is the condition for entering the European monetary union, Slovenia can expect confirmation

of the introduction of the EUR as the country’s domestic currency in the summer of 2006. 

THE ECONOMIC ENVIRONMENT IN 2005
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The growth of monetary aggregates at the end of last year was on average lower than the year

before, which is a consequence of lower inflation and lower economic growth. The average growth

of the broad monetary aggregate M3 was 5.4% at year's end, which is less than in 2004 when M3

growth was 6.8%.  

For the banking sector 2005 was a period of growth, with balance sheet totals in the banking

industry rising by 23.1%. On the assets side, the highest growth was recorded in loans to

households (+26%) and loans to companies (+21.7%). On the liabilities side, there was a significant

increase in deposits by banks themselves (+77.8%), and a modest increase in deposits by non-bank

clients (+8.7%). 

The lower interest rates resulted in a fall in interest income of 0.2%, whereas interest expenses

decreased by 5.3%, resulting in a 4.8% increase in net interest income in the banking sector. Higher

growth was noticeable in non-interest income, which increased by a full 15.9%. Operating income

grew by 9.3% and operating expenses by 7.1%, net write offs and fees by 8.3%. The positive

difference between the growth of operating income and operating expenses resulted in an increase

in pretax profits (+15.9%).

THE ECONOMIC ENVIRONMENT IN 2005
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LENDING

In 2005 the Bank continued to pay significant attention to its lending operations. This line of

business is important especially as it opens considerable possibilities for cross-selling and

generating interest and non-interest income from both lending as well as other related banking

services.

The Bank achieved 19% growth in its loans to bank and non-bank customers. The Bank

continues to participate in the project to make the Danube blue again set up by the EBRD

(European Bank for Reconstruction and Development) and the GEF (Global Environment Facility).

The Bank supported environmental projects which together represented more than SIT 5 billion. 

Retail lending saw a 48% growth in loans, which is the result of the Bank's continued activities

in housing loans supported by a strong marketing campaign and highly qualified personnel. 
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in SIT million

Loans by type of client 2004 Structure Increase 2005 Structure Index

Loans to banks 5,692 10 2,322 8,014 11 141

Loans to companies 37,491 63 2,142 39,633 56 106

Loans to entrepreneurs 2,549 4 302 2,851 4 112

Loans to households 13,858 23 6,664 20,522 29 148

Total loans 59,590 100 11,430 71,020 100 119

Loans by maturity

Short-term loans 24,380 41 7,267 31,647 45 130

Long-term loans 35,210 59 4,163 39,373 55 112

Loans by currency

Loans in tolars 4,466 7 4,064 8,530 12 191

Loans in tolars with currency clause 31,417 53 3,443 34,860 49 111

Foreign currency loans 23,707 40 3,923 27,630 39 117



Good progress was achieved in consumer loans, where the Bank upgraded its offer and continued

to expand its scope of lending with the support of contractual partners, thereby increasing its

consumer loans portfolio.

Loans to other banks went up in 2005 by 41% or SIT 2,322 million. 

In terms of loan maturity short–term loans predominated, increasing by 30% to SIT 31 billion.

The volume of long-term loans was higher by 12%, amounting to a total of SIT 39 billion. In the

overall lending structure the share of short-term loans rose by 4 percentage points to 45%, while the

share of long-term loans declined to 55%.

In terms of currencies, highest growth was recorded in tolar loans, which rose by 91% to total

SIT 8.5 billion. Loans with a currency clause saw modest growth of 11%, rising to SIT 34.9 billion,

while foreign currency loans grew by 17%, rising to SIT 27.6 billion. In the overall structure, tolar

loans with a currency clause accounted for the largest share (49%), followed by foreign currency

loans (39%) and tolar loans (12%).
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In SIT million

Deposits by type of depositor 2004 Structure Increase 2005 Structure Index

Deposits from banks 50,391 67 11,156 61,547 82 122

Deposits from companies 12,349 16 2,430 14,779 20 120

Deposits from entrepreneurs 757 1 -123 634 1 84

Deposits from households 11,971 16 738 12,709 17 106

Total deposits 75,468 100 14,201 89,669 119 119

Deposits by maturity

Short-term deposits 34,151 45 9,268 43,419 48 127

Long-term deposits 41,317 55 4,933 46,250 52 112

Loans by currency

Tolar deposits 13,900 18 5,909 19,809 22 143

Tolar deposits with currency clause 30,049 40 3,718 33,767 38 112

Foreign currency deposits 31,519 42 4,574 36,093 40 115

LINES OF BUSINESS

DEPOSITS

The deposits business, which means the collecting of assets from banks and other customers,

represents the most important source of assets for the Bank. The volume of deposits collected from

banks and other customers exceeded SIT 89 billion in 2005, which is 19% more than in 2004 and

had a higher growth rate than the market average. With regard to their currency, 38% of deposits

were in tolars with a currency clause, 40% were foreign-currency deposits and 22% were pure tolar

deposits. By maturity, long-term deposits accounted for 52% and short-term deposits for 48%.

In 2005, deposits or liabilities to banks increased by 22%, which is more than the general

growth of deposits. However, bank deposits represent 82% of all assets collected. The biggest share

of liabilities to banks is deposits by the bank ÖVAG, which is a major owner of the parent bank VBI

AG.



Deposits from companies rose by 20% in 2005 and thus reached the highest growth among

non-bank depositors. Their share increased to 20%. Deposits from entrepreneurs decreased by 16%

in 2005, however, their share remained at 1%. 

In 2005, deposits from households went up by 6% as a result of active monitoring of interest

rates and a greater number of clients opening transaction (current) accounts. At the end of 2005,

retail clients had SIT 12.7 billion worth of deposits with the Bank. The decline in tolar interest rates

caused a shift in the maturity of private deposits, with the share of long-term deposits further

decreasing for 3 percentage points to 52%. 

The structure of deposits over the past three years:
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SECURITIES

In 2005 the Bank continued with active management of its banking portfolio, which is reflected

in the larger volume of investments in securities, especially bonds. The volume of investments in

securities grew to SIT 23,608 million in 2005, or 18%. 

In overall, bank bonds and Bank of Slovenia bills saw the largest growth in absolute terms by

SIT 2,193 million and SIT 1,670 million, respectively.

The Bank sold shares of Telekom in 2005, which were the only securities held for trading. In

consistance with the group policy no new shares were acquired.



In SIT million

Investments in securities 2004 Structure Increase 2005 Structure Index

Long-term securities

Bonds 3,502 18 1,293 4,795 20 137

- government bonds 1,195 6 -941 254 1 21

- bonds issued by banks 2,307 12 2,193 4,500 19 195

- other long-term securities 0 0 41 41 0 0

Short-term securities 16,481 82 2,332 18,813 80 114

- Bank of Slovenia bills 16,260 81 1,670 17,930 76 110

- government bonds 220 1 180 400 2 182

- bonds issued by banks 1 0 480 481 2 48,100

- other short-term securities 0 0 2 2 0 0

Shares 7 0 -7 0 0 0

Total investments in securities 19,990 100 3,618 23,608 100 118

Investments in securities by purpose

Debt securities not held for trading 19,983 100 3,625 23,608 100 118

Securities held for trading 7 0 -7 0 0 0

Investments in securities by maturity

Short-term securities 16,488 82 2,325 18,813 80 114

Long-term securities 3,502 18 1,293 4,795 20 137

Investments in securities by currency

Tolar investments in securities 14,055 70 3,552 17,607 75 125

Investments in securities with currency clause 6 0 41 47 0 783

Foreign currency investments in securities 5,929 30 25 5,954 25 100
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EQUITY INVESTMENTS

The Bank's equity capital investments increased slightly in 2005, i.e. by SIT 36 million. The

bank officially registered increase in capital of VBS Leasing d.o.o., totalling SIT 17.6 million. The

company is 14.7% owned by the Bank, whereas its share did not change with the increase of

capital. The investment in Privatinvest d.o.o. is accounted for by the equity method, i.e. its value was

increased by the company's profit of SIT 17.3 million. The Bank made no other equity capital

investments in 2005.

Changes in equity capital investments:

In SIT million

Long-term equity capital investments 2004 Structure Increase 2005 Structure Index

Long-term equity capital investments within the group 372 85 18 390 82 105

Long-term equity capital investments in other entities 65 15 18 83 18 128

Total equity capital investments 437 100 36 473 100 104

DOMESTIC PAYMENTS
in EUR mio 
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DOMESTIC PAYMENTS

In domestic payments the Bank recorded 30% growth in the total volume, which was a

consequence of the increase in the number of new transaction accounts opened with the Bank. 

At the end of 2005 the Bank recorded 1,370 active transaction accounts for companies and sole

traders. The total volume of domestic payments in 2005 was EUR 6,602 million.

A total of 56% of our clients effected payments via the VB Online electronic banking application,

which within the overall payment transactions means that 85% of all payments were transacted

electronically.
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In 2005 customers mostly made international payments to their business partners in Germany,

Italy, Austria and Croatia, which accounted for 75% of all international payments made by the Bank.

The major share of incoming payments was from Germany, Austria, Croatia, Italy and Bosnia and

Herzegovina, accounting for more than 80% of international payments made to the Bank's clients

for the export of goods and services.

The Bank guaranteed smooth payment transactions through its parent bank and its

shareholders in other countries, as well as via its own correspondent network which comprises 12

current accounts opened abroad and 10 loro accounts of foreign banks opened with our Bank.

In July the Bank successfully joined the TARGET payment system. 16% of payment orders were

affected and 2% of payments were received by way of this system. Additionally, 7% of payment

orders were affected and 3% of payments were received by way of the STEP2 payment system.

The Bank offers its clients electronic channels for effecting international payments. So far, 63%

of our customers have chosen this form of payment, meaning that as much as 56% of all

international payment instructions have been received via electronic channels.

INTERNATIONAL PAYMENTS 
in EUR mio 
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INTERNATIONAL PAYMENTS 

In comparison with 2004, the Bank recorded a 4% increase in the total volume of payments as

a consequence of a successful marketing campaign and the resulting higher number of new clients. 

The total volume of international payments in 2005 amounted to EUR 911 million.

The volume of international payments over the last three years:

LINES OF BUSINESS
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The issuing of guarantees increased in 2005, especially on account of tolar guarantees that

grew by 13%. At the same time foreign currency guarantees rose by 4%. Bank of Slovenia Bills were

pledged at Bank of Slovenia for intraday liquidity.

Assumed liabilities increased by 56%. This item includes liabilities for non-disbursed credit

lines, liabilities for approved but non-disbursed loans, and liabilities arising from letters of intent.

This rise is a consequence of revolving credit lines to companies that were not drawn.

In SIT million

Off-balance-sheet items involving risk 2004 Structure Increase 2005 Structure Index

Tolar guarantees 1,346 7 372 1,526 9 113

Foreign currency guarantees 689 3 3 692 4 100

Bank of Slovenia Bills pledged 0 0 192 192 1 0

at Bank of Slovenia

Outstanding letters of credit 472 2 -141 331 2 70

Assumed liabilities 7,860 39 4,413 12,273 73 156

Derivative financial instruments 9,565 48 -7,852 1,713 10 18

Total 19,932 100 -3,205 16,727 100 84

OFF-BALANCE-SHEET OPERATIONS

The volume of off-balance-sheet operations involving risk that include the Bank's commitments

and liabilities decreased in 2005.
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BALANCE SHEET

in SIT thousand 31.12.2005 31.12.2004

ASSETS

Cash in hand and balances with central bank (CB) 966,703 1,691,709

Treasury bills and other bills eligible for discount by central bank 0 0

Loans and advances to banks 8,014,354 5,692,411

Loans and advances to non-bank customers 63,006,062 53,897,620

Debt securities not held for dealing purposes (investment securities) 23,607,724 19,983,464

Securities held for dealing purposes 0 6,993

Long-term capital investments in clients in the group 389,493 372,164

Long-term equity investments in other clients 83,425 65,236

Intangible long-term assets 156,945 165,423

Tangible fixed assets 1,879,811 1,900,417

Own shares 0 0

Subscribed but not fully paid capital 0 0

Other assets 517,433 411,181

Prepayments and accured income 293,273 177,133

TOTAL ASSETS 98,915,222 84,363,751  

LIABILITIES

Amounts owed to banks 61,546,631 50,390,947

Amount owed to non-banks customers 28,122,130 25,076,706

Debts evidenced by securities 0 0

Other liabilities 390,518 236,019

Accruals and deferred income 231,903 309,716

Provisions for liabilities and charges 844,304 678,934

Provisions for general banking risks 0 0

Subordinated liabilities 3,833,210 3,835,888

Subscribed capital 4,009,095 4,009,095

Share-premium account 985,235 985,235

Reserves 1,426 1,426

Capital revaluation adjustment 1,107,051 1,108,173

- General capital revaluation adjustment 1,106,402 1,106,402

- Specific capital revaluation adjustment 649 1,771

Net operating result brought forward (net profit -2,268,388 -2,268,945

brought forward or net loss brought forward)

Net operating result (net profit or net loss) for the financial year 112,108 557

TOTAL LIABILITIES 98,915,222 84,363,751

OFF-BALANCE SHEET ITEMS 16,727,493 19,931,947

Contingent liabilities arising from acceptances and endorsements 330,526 472,604

Guarantees and assets pledged as collateral security 2,410,655 2,034,988

Commitments arising from financial transactions 12,272,922 7,859,658

Derivative financial instruments 1,713,390 9,564,697

46



PROFIT AND LOSS ACCOUNT

in SIT thousands 2005 2004

Interest receivable and similar income 3,694,300 3,671,418

Interest payable and similar expenses 2,011,353 2,098,092

Net interests and similar income 1,682,947 1,573,326

Income from securities (dividend income) 17,560 12,851

Commissions (fees) receivable 680,469 569,809

Commissions (fees) payable 86,712 87,742

Net commissions (fees)  593,757 482,067

Income from financial operations 895,093 1,170,351

Expenses from financial operations 783,481 1,039,383

Net operating result (net profit or net loss) from financial operations 111,612 130,968

Other operating income 21,612 35,224

Staff costs 1,130,069 1,030,533

Costs for materials and services 813,205 716,284

Depreciation and revaluation of operating expenses relating to intangible 165,565 157,388   

long term assets and tangible fixed assets

Other operating expenses 15,343 17,267

Losses arising from extended loans and advances and claims less recoveries 203,048 310,095

Net amount of provisions for general banking risks 0 0

Operating result (profit or loss) on ordinary activities 100,259 2,869

Extraordinary income 144 276

Extraordinary expenses 0 2,032

- extraordinary expenses without capital revaluation adjustment 0 2,032

- extraordinary expenses for capital revaluation adjustment 0 0

Extraordinary profit or loss from operations 144 -1,756

Aggregate profit or loss from operations 100,403 1,113

Tax on profit -11,705 0

Taxes not shown under the preceeding items 0 557

NET OPERATING RESULT (net profit or net loss) FOR THE FINANCIAL YEAR 112,108 557
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FINANCIAL POSITION OF THE BANK 
in SIT mio on 31.12.
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In SIT million

Assets 2004 Structure Increase 2005 Structure Index

Cash in hand and balances with the central bank 1,692 2 -725 967 1 57

Treasury bills and other securities eligible for 0 0 0 0 0 0
rediscounting with the central bank

Loans and advances to banks 5,692 7 2,322 8,014 8 141

Loans and advances to non-bank customers 53,898 64 9,108 63,006 64 117

Debt securities not held for trading 19,984 24 3,624 23,608 24 118

Debt securities held for trading 7 0 -7 0 0 0

Long-term equity capital investments within the group 372 0 17 389 0 105

Long-term equity capital investments in other entities 65 0 18 83 0 128

Intangible fixed assets 166 0 -9 157 0 95

Tangible fixed assets 1,900 2 -20 1,880 2 99

Own shares 0 0 0 0 0 0

Subscribed unpaid capital 0 0 0 0 0 0

Other assets 411 0 106 517 1 126

Deferred expenses and accrued income 177 0 116 293 0 166

Total assets 84,364 100 14,551 98,915 100 117

NOTES TO THE F INANCIAL STATEMENTS

FINANCIAL POSITION OF THE BANK 

At the close of 2005 the Bank's balance sheet total amounted to SIT 98,915 million, rising by

SIT 14.6 billion or 17% on 2004.  

100,000
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In 2005 the Bank's assets increased by SIT 14,551 million or 17%. The most important assets

remained loans and advances to non-bank customers which accounted for 64% of all assets and

saw a nominal increase of SIT 9,108 million or 17% in 2005.

Debt securities not held for trading are the second most important item of the Bank's assets,

making up 24% of all assets and reaching nominal growth of SIT 3,624 million or 18% in 2005.

Loans and advances to banks increased by 41% or SIT 2,322 million to total SIT 8,014 million.

Long-term equity capital investments within the group increased by SIT 17 million and now total

SIT 389 million. Investments in tangible and intangible fixed assets decreased slightly in 2005 as a

result of lower investments in fixed assets.      

Changes in liabilities:

In SIT million

Liabilities 2004 Structure Increase 2005 Structure Index

Deposits and borrowings from banks 50,391 60 11,156 61,547 62 122

Deposits and borrowings from non-bank customers 25,077 30 3,045 28,122 28 112

Debt securities 0 0 0 0 0 0

Other liabilities 236 0 155 391 0 166

Accrued expenses and deferred income 310 0 -78 232 0 75

Long-term provisions for liabilities and charges 679 1 166 844 1 124

Provisions for general banking risks 0 0 0 0 0 0

Subordinated liabilities 3,836 5 -3 3,833 4 100

Subscribed capital 4,009 5 0 4,009 4 100

Capital reserves 985 1 0 985 1 100

Profit reserves 1 0 0 1 0 100

Capital revaluation adjustments 1,108 1 -1 1,107 1 100

Net operating result brought forward -2,269 -3 0 -2,269 -2 100

Net operating result 1 0 111 112 0 11,200

Total liabilities 84,364 100 14,551 98,915 100 117

Off-balance-sheet items involving risk 19,932 -3,205 16,727 84
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In SIT million on 31.12.

Net income and expenses Result Result

1.1.-31.12.2004 Increase 1.1.-31.12.2005 Index

Net interest and similar income 1,573 110 1,683 107

Dividend income 13 5 18 135

Net fees and commissions 482 112 594 123

Net operating result from financial transactions 131 -19 112 85

General administrative costs with depreciation -1,904 -205 -2,109 111

Net write offs and provisions -310 107 -203 65

Net other income / expenses 18 -12 6 35

Operating result from ordinary activities 3 97 100 -

Extraordinary income / expenses -1.8 1.6 -0.1 -

Deferred taxes 0.0 11.7 11.7 -

Current taxes -0.6 0.6 0 -

Net operating result in the period 0.6 111 112 -

NOTES TO THE F INANCIAL STATEMENTS

On the liabilities side, deposits and borrowings from banks saw the largest growth last year,

i.e. by SIT 11,156 million. This is the result of targeted borrowings from the ÖVAG bank and other

foreign banks the purpose of which was to obtain refinancing funds with the quality, price,

maturity and currencies to enable high-quality lending to our clients and balanced management

of all risks arising from the bank's balance sheet. The favourable loans raised from foreign banks

in 2005 enabled the Bank to provide efficient services to clients seeking foreign currency loans

and tolar loans with a currency clause. Deposits from non-bank customers increased significantly,

i.e. by SIT 3,045 million or 12%, which is a consequence of the more active approach to

collecting deposits. Long-term provisions for liabilities and charges rose by 24%. The Bank made

no provisions for general banking risks last year. The provisions rose, because of additional

provisions for possible negative outcomes of law suits against the Bank and for a possible loss at

sale of VBS Leasing d.o.o. 

FINANCIAL RESULT

The Bank closed the 2005 business year with a profit of SIT 112 million. 

The structure of net income and expenses in 2005:



The operating result is disclosed in line with the Slovenian Accounting Standards.

Net interest income without interest from bad loans (payments of excluded interest) increased

by 16%, thereby following the growth of business, which amounted to 17%. Net interest income in

total grew by 7%, since the interest income out of bad loans was SIT102 million lower than the year

before. Such a development is a sign of improvement in the loan portfolio, because revenues from

bad loans are representing an ever smaller share of total net interest.

Net fees and commissions for banking services increased by SIT 112 million or 23% in 2005.

Among those services which generated the largest share of non-interest income from fees were

payments in tolars and foreign currencies, debit and credit cards, as well as lending and

guarantees. In 2005 the Bank generated the largest portion of fees from loans, while the fees from

intermediary and commission deals saw the fastest rise. The largest share of expenses for banking

services was due to loans taken out with foreign banks.

The net operating result from financial transactions includes the net result of trading in

securities, the net result of revaluation, the net result of trading in derivatives, the net result from FX

sales transactions, and the net result of exchange rate differences. The best result was achieved in

FX sales (SIT 110.7 million) and the sale of bonds (SIT 57.9 million). As a consequence of the

currency structure of assets and liabilities, a negative net result for exchange rate differences were

generated (SIT -13.2 million).

General administrative costs with depreciation were 11% higher than in 2004. They comprise

the costs of materials and services and the costs of depreciation. 

Net write offs and provisions were SIT 107 million lower than in 2004 and reached SIT 203

million in 2005.  The Bank solved some more important loan cases and therefore released a larger

amount of risk provisions.
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TO THE SHAREHOLDERS' MEETING OF VOLKSBANK-LJUDSKA BANKA D.D., LJUBLJANA

We have audited the accompanying balance sheet of Volksbank-Ljudska banka d.d., Ljubljana,

as of 31 December 2005, and the related income statement, the cash flow statement, the statement of

changes in equity, and the notes thereto for the year then ended. We also read the Management's

Report on operation. These financial statements and the notes thereto, prepared in conformity with

Slovenian Accounting Standards, are the responsibility of the Company'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 issued by

International Federation of Accountants and other auditing regulations issued by Slovenian Institute of

Auditors. Those standards require that we plan and perform an audit to obtain reasonable assurance

about whether the financial statements are free of material misstatements. An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements. The audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation. It

also includes an assessment of the compliance of the Management's Report on operation with the

financial statements, which form a constituent part of the annual report. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above give a true and fair view of the financial

positions of the Company as of 31 December 2005, the results of its operations, its cash flows and

the changes in equity for the year then ended in conformity with Slovenian Accounting Standards

issued by Slovenian Institute of Auditors.

The Management's Report is in conformity with the audited financial statements.

AUDITOR'S REPORT
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KPMG SLOVENIJA, 

podjetje za revidiranje, d. o. o.

Ljubljana, April 10th 2006

Vera Menard, B.Sc.Ec.

Certified Auditor

Andrej Korinšek, B.Sc.Ec.

Managing Partner and Certified Auditor



The Supervisory Board acted in accordance with the Banking Act, the Bank's Articles of

Association and the Rules of Procedure of the Supervisory Board.

In 2005 the Supervisory Board supervised the legality, soundness and economy of the Bank's

management at three regular sessions and via the Managing Board's reports. It acknowledged the

reports and adopted the necessary resolutions.

In the first half of the year the Supervisory Board focused primarily on discussing and

confirming the 2004 business results and the Internal Audit's annual report. It also gave its consent

to the Internal Audit's work plan for 2005. Throughout 2005 it supervised the realisation of

resolutions adopted by the Supervisory Board and at the Shareholders' General Assembly. It

discussed the quarterly reports of the Internal Audit and the Managing Board's regular reports on

the Bank's operations.

The 2005 Annual Report as at 31 December 2005 was audited by the auditing company

KPMG Slovenija, podjetje za revidiranje, d. o. o. Ljubljana, which delivered an unqualified opinion. In

2005 the Supervisory Board was regularly reported to by the Managing Board and the Internal

Audit.

According to the opinion of the certified auditor and the report of the Managing Board on the

annual financial report for 2005, the Supervisory Board conveys its positive opinion to the General

Assembly of Shareholders and recommends that they adopt the Annual Report and the Internal

Audit's Report.

The Supervisory Board wishes to thank all the Bank's employees for their good work in 2005.

REPORT OF THE SUPERVISORY BOARD
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Denis Le Moullac

Chairman of the Supervisory Board

Ljubljana, April 2006 
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SERVICE

Austria   

Bosnia and Herzegovina

Czech republic

Croatia

SLOVENIA

Hungary

Romania 

Slovakia   

Serbia

ZAUPANJE NAS POVEZUJE.
UNITED IN TRUST.



Ljubljana

Volksbank - Ljudska banka d.d.

Dunajska 128 a 

SI-1000 Ljubljana

Tel.: 00386 1 53 07 400

Fax: 00386 1 53 07 555

Ljubljana

Dunajska 128 a

SI-1000 Ljubljana

Tel.: 00386 1 53 07 530

Fax: 00386 1 53 07 557

Miklošičeva 30

SI-1000 Ljubljana

Tel.: 00386 1 23 06 372

Fax: 00386 1 23 06 378

Pavšičeva 4

SI-1000 Ljubljana

Tel.: 00386 1 50 00 794

Fax: 00386 1 50 00 796

Kranj

Tavčarjeva ulica 21

SI-4000 Kranj

Tel.: 00386 4 20 13 880

Fax: 00386 4 20 13 888

Koper

Pristaniška 43a

SI-6000 Koper

Tel.: 00386 5 66 34 860

Fax: 00386 5 66 34 872

Maribor

Poslovna zgradba City Jug

Ul. heroja Bračiča 6

SI-2000 Maribor

Tel.: 00386 2 23 80 340

Fax: 00386 2 23 80 344

SEDEŽ / 
HEAD OFFICE

PODRUŽNICE / 
BRANCHES

NAŠA MREŽA / OUR NET WORK
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Celje

Prešernova 27

SI-3000 Celje

Tel.: 00386 3 42 87 802

Fax: 00386 3 42 87 818

Šentjur

Mestni trg 2

SI-3230 Šentjur pri Celju

Tel.: 00386 3 74 71 840

Fax: 00386 3 74 71 842

Tepanje

Poslovni center Tepanje

SI-3210 Slovenjske Konjice

Tel.: 00386 3 75 80 850

Fax: 00386 3 75 80 852

Predstavništvo
Novo mesto

Kočevarjeva 2

SI-8000 Novo mesto

Tel.: 00386 7 39 42 680

Fax: 00386 7 39 42 684

VBS Leasing d.o.o.

Dunajska 128 a

SI-1000 Ljubljana

Tel.: 00386 1 56 34 400

Fax: 00386 1 56 34 403

PODRUŽNICE / 
BRANCHES

UDELEŽBE / 
SHAREHOLDINGS
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VOLKSBANK INTERNATIONAL AG 
IN CENTRAL AND EASTERN EUROPE
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AUSTRIA

CZECH REPUBLIC

SLOVAKIA

HUNGARY

CROATIA

BOSNIA AND

HERZEGOVINA

SERBIA

SLOVENIA
Austria

Volksbank

International AG

Peregringasse 3

A-1090 Vienna

Tel.: 00431/313 40-3182

Fax: 00431/313 40-3905

www.vbi.at



Bosnia-Herzegovina

Volksbank BH d.d.

Fra Anđela

Zvizdovića 1

BH-71000 Sarajevo

Tel.: 00387/33 295 601

Fax: 00387/33 263 832

www.volksbank.ba

Czech Republic

Volksbank CZ, a.s.

M-Palác, Heršpická 5

CZ-658 26 Brno

Tel.: 004205/63 52 52 22

Fax: 004205/43 52 55 55

www.volksbank.cz

Hungary

Magyarországi

Volksbank Rt.

Rákóczi út 7

HU-1088 Budapest

Tel.: 00361/328 6666

Fax: 00361/328 6660

www.volksbank.hu

Serbia

Volksbank a.d.,

Bulevar Mihaila Pupina

165g

SCG-11070 Beograd

Tel.: 00381/11/201 3250

Fax: 00381/11/201 3270

www.volksbank.co.yu

Croatia

Volksbank d.d.

Varšavska 9

HR-10000 Zagreb

Tel.: 00385/1/4801 300

Fax: 00385/1/4801 365

www.volksbank.hr

Romania

Volksbank Romania S.A. 

Mihai Bravu 171

RO-021323 Bukarest

Tel.: 00402/1209 4400 

Fax: 00402/1209 4490

www.vbr.ro

Slovakia

L’udová Banka, a.s.

Vysoká 9 

SK-810 00 Bratislava 1

Tel.: 00421/2/5965 1111

Fax: 00421/2/5441 2453

www.luba.sk

Slovenia

Volksbank - Ljudska banka d.d.

Dunajska 128 a

SI-1000 Ljubljana

Tel.: 00386/1/530 74 00

Fax: 00386/1/530 75 50

www.volksbank.si 
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ROMANIA



Izdajatelj / Publisher
Volksbank - Ljudska banka d.d. 

Dunajska 128 a, 1000 Ljubljana, Slovenija
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