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ALEKSANDER BREZLAN Aleksander Brezlan was born in 1981. He com-

pleted his studies in 2005 at the Academy of 

Fine Arts and Design in Ljubljana.

His creative attention is strongly engaged in un-

derstanding challenges of today’s expressionis-

tic articulation, especially in the field of painting, 

illustration and graphic design.

The paintings of Aleksander Brezlan approach us with subtle sound of dark tones corresponding to deep pot-holes; once 
gazed upon, the surface undulates in restless notes, gestural delineations, delicate cocoons. Variety of manifestations, 
merged into pulsating masses, reveals figures and abstract forms which vibrate, crawl, surge, blend and dissolve, sometimes 
in thunder, yet some other time whispering.
Yes, this is expressionistic painting based on gesture, texture, physical, material. Compact and seizable in stroke, application, 
relief and composition of all kinds of materials, simultaneously expressed in a poetical form.
This sort of use of artistic elements creates intense sensation of physical presence, firmly grounded in »here and now«, which 
at the same time interlaces a subtle world of imagination, unexpected associations and transcendence.
Might this be the reflection of duality that we carry along every day when encountering physical reality of the world, with 
which we are involved from our day of birth till our departure, and which at the same time enables us to dream, reason, create 
and be aware of it? Or is the pot-hole our soul where thoughts, inspirations and dreams originate from? The pot-hole which 
reflects the whole world? 

Erič Milan, Professor
Academic painter, spec.
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Dear shareholders and business partners,

Ladies and Gentlemen,

Throughout the 2006 the bank remained committed to its strategic policies which resulted in 

the growth of bank balance, credit portfolio and net profit.

The bank balance increased by 17% and at the end of 2006 it reached SIT 116 billion (EUR 

485 million). The largest contributor was the 37% increase in credit portfolio to non-banks which 

at the end of the year was already SIT 86 billion (EUR 360 million).

The pre tax profit for the business year was SIT 269 million (EUR 1.1 million), after the calcu-

lation of deferred taxes the bank noted a clear profit of SIT 169.6 million (EUR 0.7 million).

The quality services and innovative products offered by the bank in 2006 in cooperation with 

good marketing handling brought the bank to a better recognisability in Slovenian market. The 

bank maintained a high level of demand of bank products by active marketing, as in the field of 

consumer banking as well as in corporate banking. At the same time the bank organised several 

internal seminars and trainings for sales advisors in order to intensify sales and quality of services. 

In the field of consumer banking the bank has increased its net volume of loans by 39%. At 

the end of 2006 a 5.84% market share was reached in the mortgage financing segment, which 

represents an increase of market share by 1.24 percentage points in comparison with the end of 

2005. The bank successfully introduced insurance products of the shareholding company Victoria- 

Volksbanken AG, and by active support of their advisors and for this purpose organised advisory 

days, it has achieved excellent results.

In the area of corporate banking the volume of business increased by 35% where the chief 

contributor was the growth of small and middle sized company business segment and projected 

financing. In accordance with the strategy the bank this way anchored itself in the market of 

project financing and it increased the share of loans to small and medium sized companies. In 

trade financing the bank has increased its business by SIT 1.8 billion (EUR 7.4 million) or by over 

200% in comparison with 2005. 

In its information system and its business in general Volksbank – Ljudska banka d.d. imple-

mented the new EURO currency per January 1st 2007 without any major complications. This was 

the most extensive project in recent years and it involved all organisational units and employees 

of all profiles.

M A N AG I N G  B OA R D
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In 2007 the bank will assign a large part of its available capacities to the next large project. 

On January 1st 2008 the bank will implement provisions of the new European capital regulation 

(Basel II) into its business. At first it will use a standard approach in the area of credit risks, a 

long term plan to 2009 is to implement an internal ratings-based approach (IRB approach), and 

in order to reach this the bank will have to further improve internal systems of risk supervision in 

accordance with the requirements of the regulative and with the ÖVAG Group’s directives.

Banks further path and goals are clear and firmly drawn in the adopted business strategy. 

Among the specific goals there is the extension of selling channels, increase in productivity and 

the level of cross sale and even better use of existing client base. At the same time the bank 

continues with its directive of company cooperation in goal strategic segments of domestic bank 

as well as of the concern.

Gašpar Ogris-Martič Aleš Zajc Johann Staudigl

predsednik uprave namestnik predsednika uprave član uprave

 

from left to right:

Aleš Zajc, Gašpar Ogris-Martič , Johann Staudigl 

V O L K S B A N K  –  L J U D S K A  B A N K A  d .  d .  K E Y  F I G U R E S 

in mio SIT 2006 2005

Total assets  116,172  99,045

Amounts owed to customers 26,586  28,184

Loans to customers 86,353  63,202

Operating income 2,820  2,344

Operating expenses -2,423 -2,107 

Total profit before tax 269  217

Number of employees as at  31.12. 170  155

Number of branches 9 9

45



46

Volksbank – Ljudska banka d.d. has prospered in the Slovenian market since 1993. The 

bank’s main shareholder is Volksbank International AG. 

Founded in 1922 by commercial lending cooperatives Österreichische Volksbanken-AG 

(OEVAG) and it is majority-owned by more than 60 independent Austrian „Volksbanken“ (coopera-

tive banks). Today OEVAG is the central institute of one of the most important banking groups in 

Austria and an international commercial bank. OEVAG was one of the first banking institutions 

that has paved the path and lead expansion into the growing markets of Central and Eastern 

Europe as early as 1991. 

Volksbank International AG (VBI), located in Vienna, Austria, is majority-owned by OEVAG 

(51 %), the remaining shares are equally held by the German DZ BANK / WGZ BANK and the 

French Banque Fédérale des Banques Populaires (both 24.5 %). VBI is managing a successful 

and steadily expanding network of 300 branches in nine Central and Eastern European countries: 

Slovakia, Czech Republic, Hungary, Slovenia, Croatia, Romania, Bosnia-Herzegovina, Serbia and 

Ukraine. As of 2006 their total assets amount to EUR 6.1 billion. More than 3,900 employees offer 

a full range of modern banking products and services to both private and corporate clients. 

In 2006 Volksbank International AG intensified the cooperation with its Austrian, German, 

French and Italian partners by introducing the CEE UNLIMITED. Aimed at promoting the referred 

business this service provides bank officers with the necessary know-how and essential tools for 

starting and conducting business in Central and Eastern Europe. Customers – mainly SMEs – are 

still advised by their own banks but gain access to banking services throughout the CEE network. 

The cooperation is convenient, professional and – of course – in the client’s mother tongue.

One of the various services offered by the CEE UNLIMITED is a CEE ACCOUNT OPENING. 

Bilingual CEE CONTRACTS (in German, English, French or Italian and the respective local lan-

guage) make opening of an account easy. Customers gain an immediate access to their accounts 

without inconvenient formalities and unnecessary delays. Multilingual CEE SPECIALISTS facilitate 

cooperation between the CEE banks and foreign customers. The highly specialised affiliates pro-

vide personalised services in the fields of leasing, real estate, fund management, insurance and 

investment banking. 

However size isn’t everything and we aim to provide a wide network of banks. More impor-

tantly, VBI is committed to helping our customers achieve business success, which is why having 

personal contact with our clients, providing reliable service and building mutual trust and reli-

ability are our primary objectives. Our highest values are the professional quality of our services 

and fostering long term relationships with our clients. Volksbank International and CEE UNLI-

MITED stand for unique services ensuring that international clients feel „at home“ doing business 

abroad.

I N T E R N AT I O N A L  N E T WO R K



47

G OV E R N I N G  B O D I E S

S U P E RV I S O RY  B OA R D 

C H A I R M A N

Denis Le Moullac

Member of the Managing Board, Volksbank 

International AG, Vienna

D E P U T Y  C H A I R M A N

Gerhard Wöber

Volksbank International AG, Vienna

M E M B E R S

Hans Janeschitz

Österreichische Volksbanken-AG, Vienna

Wolfgang Hofstetter

Volksbank International AG, Vienna

Thomas Capka

Volksbank International AG, Vienna

Manfred Wiebogen

Österreichische Volksbanken-AG, Vienna

Fausto Maritan

Banca Popolare di Vicenza, Vicenza  

M A N AG I N G  B OA R D 

Gašpar Ogris-Martič    

Chairman of the Managing Board

Aleš Zajc 

Deputy Chairman of the Managing Board

Johann Staudigl   

Member of the Managing Board
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BANK’S SHAREHOLDERS      

as per 31.12.2006 share (in %)

VOLKSBANK INTERNATIONAL AG WIEN 94,9%

EM.RO POPOLARE S.P.A. MODENA 3,0%

BANCA POPOLARE DI VICENZA 2,0%

Domestic shareholders 0,1%

Total 100,0%
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In 2006 the growth of economy in the Euro region increased to 2.7% which is 1.1 percent-

age points more than in 2005. The economy growth in the four main foreign trade EU partners 

(Germany, Italy, Austria and France) which jointly represent more than one half of our total 

foreign exchange has considerably accelerated in 2006. All, with the exception of Italy (1.7%), 

showed an economic growth of more than 2%.

The net GDP in Slovenia during 2006 was 5.2%, which is 1.3 points more than in 2005. The 

economic growth was a result of a substantial growth in exports, stronger investments and a 

modest increase in consumption. In the first half of the year the main factor for the economic 

growth was the exports; in the third quarter there was a move in the growth structure in the 

direction of a strengthening of investment influence into assets. The accelerated investment 

activity in the third quarter was the result of a reinforced investment growth into equipment and 

machines and construction of roads and motorways and it exceeded the autumn expectations.

The reinforced growth activity was retained also in the labour market where in spite of the 

general favourable trends the unemployment in some groups of population is growing. The 

number of unemployed and the rate of registered and survey-based unemployment decreased 

to its lowest since 1991, but with the worsening of the structure from the developing point of 

view the number of people with high and higher education has increased. The rate of survey-

based on employment (ILO methodology) in 2006 was 6.0%.

The current account of the balance of payments deficit during the last year increased. It 

was 2.6% GDP which is a good half of the percentage point more than in the previous year. 

The combination of economic policies, directed into a tolerable fulfilment of conditions for 

adoption of EUR contributed to the keeping of stable macroeconomic conditions. In spite of 

the accelerated economic growth there was no increase of inflation pressure made by demand 

to which the moderate wage growth was a significant contributor, having a favourable influ-

ence also on the cost of labour. Even the high credit activity did not influence more notably the 

growth of the final expenditure and prices since it was, similarly as in previous years, mainly 

linked with the growth of mortgages and loans for financing company investments. At the macro-

economic level these effected especially the further growth of incurrence of debt of banks and 

companies abroad. At the activity level the stable macroeconomic conditions in connection with 

the low interest rates especially encouraged a further development and a deepening of financial 

sector where the gap between the developed countries is still great.

E C O N O M I C  E N V I RO N M E N T  I N  2 0 0 6

48
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The average inflation rate in 2006 was 2.5 % and was equal to the average inflation in 

2005, but there was a move in the structure and dynamics of price growth. In preservation of 

the basic directions of the microeconomic policies and an increased competitiveness the long 

term inflation indicators during the last year remained stable, but the price growth structure has 

changed. 

In comparison with the previous year there was a decrease in the influence of foreign fac-

tors and an increase in the growth of free prices connected with the growth of prices of food, 

clothing, shoes and services. The UMAR appraises that this is a case of a price growth return to 

a long term balance level following a modest growth in the previous years which in part was a 

consequence of a one time entry into EU effect and not a turn round trend of increase in prices.

Financing of domestic banks exclusively contributed to the formation of a monetary aggre-

gate M3 in 2006 since the contribution of foreign currents to the M3 growth was negative. The 

net foreign assets showing the contribution of the payment balance currents to the growth of 

the monetary aggregate M3 was this way decreased for EUR 2.5 billions.

The total assets of the banking sector in 2006 increased by 17.8%. On the assets side 

loans to a non banking sector in 2006 increased by 30.3%, of that, loans to households by 

26.3% and loans to companies by 31.5%. On the liability side there was an 43.2% increase in 

deposits by banks, the increase of deposits of a non banking sector only by a modest 6.3%.

49
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L E N D I N G 

In 2006 the Bank continued to pay significant attention to its lending operations. This line 

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

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

banking services. The joint growth of loans to banks and non-banks in 2006 reached 30%.

The Bank achieved a 35% growth in its loans to companies. In cooperation with the EU 

and the EBRD the Bank introduced a new type of loan for small and medium size companies 

and entrepreneurs. It is intended for investments (new business equipment and premises), for 

financing of working capital, and for modernisation and expansion of the existing business. 

Retail lending saw a 39% growth in loans, which is a result of Bank’s continued activities in 

housing loans supported by a strong marketing campaign and highly qualified personnel. Good 

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

L I N E S  O F  B U S I N E S S

in SIT million

Loans by type of client  2005 Structure Increase 2006 Structure Index

Loans to banks 8,023 11 -1,696 6,327 7 79

Loans to companies 43,179 61 15,268 58,446 63 135

Loans to households 20,023 28 7,884 27,907 30 139

Total loans 71,225 100 21,455 92,680 100 130

     

Loans by maturity      

Short-term loans 21,014 30 537 21,551 23 103

Long-term loans 50,210 70 20,919 71,129 77 142

     

Loans by currency      

Loans in tolars 8,536 12 -1,534 7,002 8 82

Loans with currency clause 34,963 49 4,938 39,901 43 114

Foreign currency loans 27,726 39 18,051 45,777 49 165

50



51

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

consumer loans portfolio.

Loans to banks decreased in 2006 by 21% or SIT 1,696 million. This can be explained by 

the fact that at the end of 2006  the Bank had less liquid assets in the form of short term inter-

bank deposits than in 2005. 

In terms of loan maturity the long-term loans prevailed, increasing by 42% to SIT 71 

billion. The volume of short-term loans was 3% higher amounting to a total of SIT 21.5 billion. 

In the overall lending structure the share of short-term loans declined for 7 percentage points 

down to 23%, while the share of long-term loans rose to 77%.

In terms of currencies the highest growth was noted in foreign currency loans, which 

rose by 65% to a total of SIT 45.7 billion. This can be explained by the fact that in 2006 the 

companies were taking long-term loans mainly in EUR. Loans with a currency clause saw a 

strong growth of 14%, rising to SIT 39.9 billion, which is a result of a strong growth of long-term 

financing in the retail area. Tolar loans decreased for 18% to SIT 7 billion. In the overall struc-

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

currency clause (43%) and tolar loans (8%).

Lending structure during the last three years:
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D E P O S I T S  –  S O U RC E S  O F  F U N D S

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

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

banks and other customers in 2006 exceeded SIT 102 billion, which is 14% more than in 2005. 

With regard to the currency, 37% of deposits were in tolars with a currency clause, 47% were 

foreign currency deposits and 16% were pure tolar deposits. By maturity, long-term deposits ac-

counted for 74% and short-term deposits for 26%.  Sources of funds, which are presented under 

this point, equal the sum of financial liabilities, measured at amortised costs excluding subordi-

nated liabilities.  

In 2006, deposits or debts to banks increased by 24%, which is more than the general 

growth of deposits. Bank deposits represent 85% of all collected assets. The biggest share of 

debts owed to banks is deposits by the bank Österreichische Volksbanken AG, Vienna, which is 

51% owner of the parent bank Volksbank International AG.

52

in SIT million

Deposits by type of depositor 2005 Structure Increase 2006 Structure Index

Deposits from banks 61,588 69 14,564 76,152 85 124

Deposits from companies 15,441 17 -2,557 12,883 14 83

Deposits from households 12,758 14 950 13,707 15 107

Total deposits 89,786 100 12,957 102,743 114 114

     

Deposits by maturity      

Short-term deposits 31,216 35 -4,357 26,859 26 86

Long-term deposits 58,570 65 17,314 75,884 74 130

     

Loans by currency      

Tolar deposits 19,855 22 -3,290 16,565 16 83

Deposits with currency clause 33,778 38 3,746 37,524 37 111

Foreign currency deposits 36,153 40 12,501 48,654 47 135

L I N E S  O F  B U S I N E S S
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Deposits from companies in 2006 declined for 17% and their share decreased to 14%. 

In 2006, deposits from households rose by 7% as a result of active monitoring of interest 

rates and a greater number of clients opening transaction accounts. At the end of 2006, retail 

clients had SIT 13.7 billion worth of deposits in the Bank. 

The structure of deposits in the past three years:
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D E B T  I N S T R U M E N T S ,  AVA I L A B L E  F O R  S A L E

In 2006 the Bank did not sell bonds out of its portfolio, because of the growing interest 

rates and their adverse influence on the bond prices. Also, the Bank did not acquire any ad-

ditional securities.  The volume of investments in securities available for sale declined to SIT 

12,420 million in 2006, or for 42%, mostly out of Bank of Slovenia Bills, which are not emitted 

anymore due to the introduction of Euro. In February 2006 the government bond RS 22 matured 

and RS 25 matured in April, reducing the investment in government bonds for SIT 431 million al-

together. In addition, the bond issued by OOLB (Öberösterreichische Landesbank) also reached 

maturity, which decreased the position bonds issued by banks.
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AVA I L A B L E  -  F O R  -  S A L E  E Q U I T Y  I N S T R U M E N T S  C A R R I E D  AT  C O S T

The most important part of this position is the equity investment in VBS Leasing d.o.o. 

It represents 95% of the assets of the position and it is consolidated within the ÖVAG 

group. 

The book value of all Equity instruments carried at costs was SIT 101,065 thousand at the 

end of 2006 (position A.IV.2). It increased for SIT 17,640 thousand in 2006 due to the payment 

L I N E S  O F  B U S I N E S S

in SIT million

Investments in securities 2005 Structure Increase 2006 Structure Index

Long-term securities

Bonds 4,332 19 -872 3,460 28 80  

 - government bonds 699 3 -438 261 2 37

 - bonds issued by banks 3,590 16 -431 3,159 25 88

 - other long-term securities 43 0 -3 40 0 0

Short-term securities 17,975 81 -9,015 8,960 72 50

- Bank of Slovenia bills 17,975 81 -9,015 8,960 72 50

- government bonds 0 0 0 0 0 0

- bonds issued by banks 0 0 0 0 0 0

- other short-term securities 0 0 0 0 0  

Shares 0 0 0 0 0 0

Total investments in securities 22,306 100 -9,886 12,420 100 56

     

Investments in securities by maturity      

Short-term securities 17,975 81 -9,015 8,960 72 50

Long-term securities 4,332 19 -872 3,460 28 80

     

Investments in securities by currency      

Tolar investments in securities 17,713 79 -8,165 9,548 77 54

Investments in securities with currency clause 43 0 -3 40 0 93

Foreign currency investments in securities 4,550 20 -1,718 2,832 23 62
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of the additional capital into the VBS Leasing d.o.o. The Bank still holds 14.7% of its share capi-

tal, because Bank’s share did not change with the capital increase.

Other equity investments, which are Swift and Bankart, remained unchanged.

D E B T  I N S T R U M E N T S ,  H E L D  TO  M AT U R I T Y

The Bank holds two bonds to maturity and both were bought in 2005. Their aggregate book 

value at the end of 2006 amounted to SIT 1,454 million, whereas at the end of 2005 it was worth SIT 

1,495 million. The face value of each bond is EUR 3 million. The difference to the book value can 

be attributed to accrued interest, which is shown under the financial instrument, and partially also to 

the issue price. 

Both these bonds are included in consolidation within the ÖVAG group. The first was issued by 

Niederösterreichische Landesbank-Hypothekenbank AG and the second by ÖVAG.

O F F - B A L A N C E - S H E E T  O P E R AT I O N S

The volume of off-balance-sheet operations involving risk that includes Bank’s commit-

ments and liabilities increased in 2006.

in SIT million

Off-balance-sheet items involving risk 2005 Structure Increase 2006 Structure Index 

Tolar guarantees 1,527 9 667 2,194 11 144

Foreign currency guarantees  692 4 -69 623 3 90

Bank of Slovenia Bills pledged at  192 1 2,172 2,364 12 1,231

Bank of Slovenia

Outstanding letters of credit 331 2 65 396 2 120

Assumed liabilities 12,273 74 901 13,174 65 107

Derivative financial instruments 1,713 10 -402 1,311 7 77

Total 16,728 100 3,334 20,062 100 120

Issuing of guarantees increased in 2006, especially on account of tolar guarantees that 

grew by 44%. At the same time foreign currency guarantees decreased for 10%. The Bank of 

Slovenia Bills were pledged at Bank of Slovenia for intraday liquidity.

Assumed liabilities increased by 7%. This item includes liabilities for non-disbursed credit 

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

intent. 
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D E R I VAT I V E  F I N A N C I A L  I N S T R U M E N T S

In 2006 the Bank kept to its business strategy in trading with derivatives such as foreign 

exchange forwards and swaps, where the Bank transacted with the Bank of Slovenia, other com-

mercial banks and companies. Companies are increasingly aware of the use of derivatives in 

order to reduce their currency risks. As a rule, the Bank concludes future contracts within certain 

limits with highly rated customers, and closes them in the domestic and international inter-bank 

markets. The major share of FX swaps is 7-day currency swaps with the Bank of Slovenia. For pro-

tection against interest risk the Bank bought two interest rate swaps in November 2006  from the 

ÖVAG, which is the 51% owner of the VBI AG (both deals add up to EUR 2 million). The swaps are 

measured at fair value and are not designated as hedging items in the sense of Hedge Account-

ing defined in IAS 39.

I N T E R N AT I O N A L  PAY M E N T S

In comparison with 2005 the Bank recorded an 11% increase in the total volume of pay-

ments as a consequence of a successful marketing campaign and the resulting increase in the 

number of new clients. The total volume of international payments in 2006 amounted to EUR 

1,012 million.

The structure of volume:

 

L I N E S  O F  B U S I N E S S

in SIT million

INTERNATIONAL PAYMENTS 2005 Structure Increase 2006 Structure

Influx 440 48 103 543 54

Outflow 471 52 -2 469 46

Total 911 100 101 1,012 100

The Bank makes an uninterrupted international transactions possible through its mother 

bank and its shareholders in other countries, the all European payment system TARGET and 

STEP2, as well as through its own correspondent network which comprises of 12 current ac-

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

Using the TARGET system 5% of outflow transaction orders and of 3% of influx transaction 

orders were made. Using the transactional system STEP2 as much as 61% of outflow and 16% of 

influx transactions were made, which is a consequence of a good and correctly filled transaction 

orders. 64% of transactions abroad were made through web bank branch VB Online.
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D O M E S T I C  PAY M E N T S

In domestic payments the Bank recorded a 6% growth in the total volume, which was a con-

sequence of a 10% increase in the number of new transactions accounts of companies and sole 

traders opened with the Bank. This way at the end of 2006 business year the Bank recorded 1,515 

active transaction accounts for companies and sole traders. The total volume of domestic pay-

ments in 2006 was EUR 7,021 million. Using the VB Online electronic banking 74% of all domestic 

payments were made.

The structure of volume is evident from the table:

in SIT million

DOMESTIC PAYMENTS 2005 Structure Increase 2006 Structure

Influx 3,291 49 247 3,538 51

Outflow 3,311 51 172 3,483 49

Total 6,602 100 419 7,021 100

I N S U R A N C E  P RO D U C T S

Year 2006 can be described as very successful in terms of selling insurance policies for Victoria 

Volksbanken AG. With the insurance products we rounded the range of products offered to retail 

customers. Insurance products are an excellent supplement to other available products, especially 

to loan products. In that way the customers are provided with an additional safety mostly through life 

insurance and casualty insurance, and in housing loan business with home insurance. The success-

ful business year resulted in the extraordinary growth of fee income out of sale of insurance policies. 

RISK MANAGEMENT 

The Bank is well aware of the fact that in its business it is exposed to numerous risks which it 

must effectively control. The Bank already has a policy and plans for managing individual types of risks 

which it regularly supplements and adopts to changes in the legal system and any possible changes in 

market conditions. On January 1, 2008 the Bank shall have to use for the first time the regulatory provi-

sions of the Capital agreement Basel II. At the end of December 2006 Bank of Slovenia adopted an 

extensive complex of regulatory basis regulating the transition to Basel II. In accordance with the corpo-

rate policy a project is ongoing in the Bank for this purpose aiming at the IRB approach or an approach 

of internal credit status systems in the field of credit risks. In the field of managing and controlling the 

risks the year 2007 shall therefore be distinctly marked with preparations to the transition to Basel II. 
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L I N E S  O F  B U S I N E S S

The Bank calculates and follows the liquidity indicators. Some indicators were prescribed by the 

Bank of Slovenia by a Decree, others were chosen by the bank itself. Liquidity quotient is a compul-

sory indicator, which we, the Bank, are preparing in accordance with the Decree of Bank of Slovenia 

on minimal requirements to ensure adequate liquidity position of banks and saving organisations. 

The liquidity quotient which is determined as a proportion between an investment and liability, sepa-

rately for foreign currency part and the part in domestic currency, is calculated at the Bank for the 

first class  (0-30 days), in accordance with Article 3 of the mentioned Decree, the quotient of liquidity 

for the second class (0-180 days) is of informative nature.

According to the Bank of Slovenia regulations the first class liquidity quotient cannot be lower 

than 1. Should the common quotients for individual class fall below 1.2, the liquidity quotients shall 

then be followed with precision. For any larger business (any business over EUR 1 million) we first 

make a simulation and evaluate the influence of the business on the liquidity quotients. The Bank 

takes steps when the quotients fall below 1.10, or when an individual quotient falls below 0.85. An 

average value of a quotient in 2006 in its joint quotient was never lower than 1.10 and not higher then 

1.80.

The Bank has also regularly followed its exposure to rate of exchange risk and took care that 

this was as low as possible. Bank of Slovenia requires of the banks to make a calculation of capital 

requirements for all items which are adjusted to currency risks and which apart from the balance 

items in foreign currency also contain balance items in foreign currency clause, certain classic out of 

balance items in foreign currency and currency clause and expert financial instruments. The highest 

allowed exposure of any currency position by the Bank of Slovenia is not determined, but the height 

of the exposure directly effects how high the quotient of the capital suitability is. After a determination 

of a parity rate for EURO conversion in July 2006 the exposures in calculating currency were no more 

considered. At the end of 2006 the total exposure to currency risk was SIT 176 million or 1.8% of 

capital for calculation of quotient of the capital adequacy. On December 31, 2006 bank’s exposure in 

currency risks was no longer considered in the calculation of the capital adequacy as the prescribed 

border value in the Regulation on capital and capital adequacy is 2% of bank’s capital. 

 

In calculating a capital adequacy the bank also considered the prescribed additional capital 

requirements for market risks and regularly reported them to Bank of Slovenia. Considering a rela-

tively small number of trading instruments of Volksbank - Ljudske banke d.d., there were no effects of 

market risks on the capital adequacy at the end of 2006.

In managing credit risks the bank carefully followed current business of their debtors. It cur-

rently followed its own exposure to individual and connected persons and persons who have special 
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relationship with the bank. In sorting the clients the Bank considered internal policy of loss evaluation 

from credit risk, which was prepared on the basis of its own experiences, considering the methodol-

ogy of internal VB – ratings and the Regulation on assessment of losses from credit risks of banks 

and saving banks. 

The Bank classifies each debtor to the corresponding group before recognition of financial 

asset or off balance liability. On the basis of a systematic review of loan portfolio in at least three 

month term, the Bank estimates in line with its policy if there is unbiased evidence for impairment of 

financial asset and if there is a possible loss out of off balance liabilities. The Bank differs between 

individual and  group impairment procedure. With the first one the bank must evaluate future cash 

flow on the grounds of a depreciation plan and available insurance and then discounts them to a 

current value using the initial effective interest rate. The difference between the current book value of 

the financial asset and the discounted value of future  cash flow is recognised as impairment. In the 

group methodology, empirically determined percentages are used, basing on the specific properties 

of each group.

At the end of 2006, the Bank had impairment of SIT 1,904 million for financial assets. For off-

balance-sheet liabilities, the Bank set aside special provisions in the amount of SIT 2 million. 

In the table below the loan portfolio and the corresponding impairment are presented according 

to group rating on 31.12.2006. The group P, as prescribed by Bank of Slovenia, includes all individu-

ally impaired customers and all banks, which always have to be regarded individually. 

in SIT million

Rating On-balance-  Off-balance- Total Impairment  Provisions Total
 sheet  sheet  exposure  for Off  risk impairment 
 receivables liabilities   balance and provisions

P 10,444 34 10,478 387 2 389

A 83,924 16,312 100,236 71 0 71

B 1,298 59 1,357 49 0 49

C 305 0.4 305.4 73 0 73

D 884 0 884 143 0 143

E 1,263 0 1,263 1,181 0 1,181

Total 98,118 16,405 114,523 1,904 2 1,906
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L I N E S  O F  B U S I N E S S

Structure of a credit portfolio per rating group in 2006 is shown in a pie chart:

For the financial assets classified in group A in accordance with the Group directives a 

portfolio allowance is formed in the amount of 0.083% of the part of exposure which is not 

secured by first class collateral. This percentage is based on past experience, analysis of the 

current state of loan portfolio and on the frequency of portfolio reviews. In 2006 the Bank has 

formed SIT 10.7 million of this kind of allowances.

The Bank has sufficiently large capital to ensure all capital requirements and capital 

adequacies and its business was not limited by the amount of the capital in 2006. Due to the 

planed increase of business volume the owners confirmed at its general assembly meeting on 

February 16, 2006, an additional capitalisation of the Bank. The basic capital of the bank has 

increased by SIT 1.4 billion, and the paid in excess capital by SIT 980 million, which in totals is 

SIT 2.38 billion. 

Managing of the interest risk is becoming more and more important for the banks. Fixed 

rate of interest prevails in the segment of a short term business, while the interest rate for a 

long term business is still changeable especially in relation to EURIBOR and recently also of the 

CHF LIBOR. This is why the Bank actively followed de-harmonisation of funds and their sources 

and in executing measures for their harmonisation it considered also other risks, which enabled 

it to achieve optimal effects. The Bank also made monthly analysis of the movement of interest 

rates and interest income and outcome. Any deviation from average interest rates that the Bank 

found and also the interest profit margins in comparison to the plan was considered in making 

of its future business decisions, which enabled it to timely replace all loss of net interest income 

by increasing a non interest income. During the second half of 2007 the Bank shall upgrade the 

existing system in the field of the interest risk by a follow up system SAP application adjusted 

for the concern.

All the time the Bank also took great care of other risks which occur in its business. In 

2006 it paid a special attention to risks which occur in the field of information technology, and 

it currently implemented novelties dictated by the new Basel agreement in the field of operative 

P =  11%

A =  86%

B =  1%

C =  0%

D =  1%

E =  1%
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risks. In connection with this a base for implementation of management system for managing 

operative risks was established in 2006.

A reference book has been made and adopted at the Bank’s Management, for managing 

the operative risks in Volksbank - Ljudska banka; its contents is adjusted to the reference books 

of the group ÖVAG and Volksbank International AG and it determines the policies, strategies 

and ways of how to manage operative risks. This is the basis for setting up a system of man-

aging the operative risks in a bank. The Bank carried out internal education introducing to all 

employees the importance of operative risks for the bank as well as the measures and ways for 

their recognition, registration, calibration, analysing  and on the grounds of these, a delibera-

tion or elimination.  71 users of base damage events were educated at a special course on how 

to use them. Organisational units and cost points were defined in Damage base; users have 

save access to use the base. Damage events in 2006 did not have any special amount of influ-

ence on Bank’s results. The questionnaires for self appraisal in regard to the operative risks in 

banks were sent to all employees, replies will be analysed in 2007.

Immediately after the adoption of the European directive 2008/48/EC the bank checked 

the congruity of its own internal regulations regarding the operative risks with the above men-

tioned directive and its enclosures. The bank acted in the same way immediately after the of-

ficial announcement of the Decree on calculation of capital requirements for operative risks for 

banks and saving organisations was made. On the basis of the accounting reports for previous 

years and the classification into business fields, as prescribed by Basel II, Bank made a trial 

calculation of the capital needed for operative risks. On the basis of volumes planed in bank’s 

budget an appraisal of the necessary capital for operative risks up to the year 2010 has been 

made. 
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B A L A N C E  S H E E T
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in thousands of tolars 

ASSETS 31.12.2006 31.12.2005

Cash and cash balances with central banks 4,941,912 966,704

Financial assets held for trading 10,517 650

Financial assets designated at fair value through profit 

or loss

0 0

Available-for-sale financial assets 12,520,987 22,389,859

Loans and receivables 92,680,253 71,224,789

Held-to-maturity investments 1,455,710 1,495,498

Derivatives - hedge accounting 0 0

Fair value changes of the hedged items in portfolio hedge 

of interest rate risk

0 0

Accrued interest income on financial assets 1,878 203

Tangible assets 1,838,536 1,879,811

Investment property 0 98,000

Intangible assets 117,198 103,669

Investments in subsidiaries, associates and joint ventures 386,829 386,829

Subscribed but not fully paid capital 0 0

Tax assets 129,643 229,095

Other assets 2,088,751 270,287

Non-current assets and disposal groups classified as 

held for sale

0 0

TOTAL ASSETS 116,172,214 99,045,394
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in thousands of tolars 

LIABILITIES 31.12.2006 31.12.2005 

Deposits from central banks 0 0

Financial liabilities held for trading 8,871 810

Financial liabilities designated at fair value through 

profit or loss

0 0

Financial liabilities measured at amortised cost 106,601,679 93,635,806

Financial liabilities associated to transferred assets 0 0

Derivatives - hedge accounting 0 0

Fair value changes of the hedged items in portfolio hedge 

of interest rate risk

0 0

Accrued interest expenses on financial liabilities 1,681 9,170

Provisions 66,836 81,271

Tax liabilities 128,419 131,583

Other liabilities 2,048,663 411,079

Liabilities included in disposal groups classified 

as held for sale

0 0

Basic equity capital 5,409,095 4,009,095

Share premium account 3,071,637 2,091,637

Equity component of compound financial instruments 0 0

Revaluation reserves 3,066 12,239

Reserves from profit (including retained earnings) -1,337,296 -1,492,905

Treasury shares 0 0

Income from current year 169,563 155,609

Interim dividends 0 0

TOTAL LIABILITIES AND EQUITY 116,172,214 99,045,394

OFF-BALANCE SHEET ITEMS 207,609,145 117,646,293
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P RO F I T  A N D  LO S S  AC C O U N T
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in thousands of tolars 

 2006 2005

Interest income 5,030,883 3,939,226

Interest expenses -2,937,481 -2,026,375

Interest net income  2,093,402 1,912,851

Dividend income 0 231

Fee and commission income 596,640 435,544

Fee and commission expenses -76,445 -71,691

Fee and commission net income 520,195 363,853

Realised gains and losses on financial assets and liabilities not  -11,723 -16,142

measured at fair value through profit and loss 

Gains and losses on financial assets and liabilities held for trading 158,221 92,420

Gains and losses on financial assets and liabilities designated at  0 0

fair value through profit or loss

Fair value adjustments in hedge accounting 0 0

Exchange differences -10,261 -13,146

Gains and losses on derecognition of assets other than held  38,839 -2,168

for sale 

Other operating net income 31,252 6,298

Financial and operating income and expenses 2,819,925 2,344,197

Administration costs -2,230,694 -1,943,275

Depreciation -192,055 -163,280

Provisions 5,771 -30,792

Impairment -133,930 10,620

Negative goodwill 0 0

Share of the profit or loss of associates and joint ventures accounted  0 0

for using the equity method

Total profit or loss from non-current assets and disposal groups  0 0

classified as held for sale

TOTAL PROFIT OR LOSS BEFORE TAX FROM CONTINUING OPERATIONS 269,017 217,470

Tax expense (income) related to profit or loss from continuing operations -99,454 -61,861

TOTAL PROFIT OR LOSS AFTER TAX FROM CONTINUING OPERATIONS 169,563 155,609

Total profit or loss after tax from discontinued operations 0 0

NET PROFIT OR LOSS for the financial year 169,563 155,609
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N OT E S  TO  T H E  F I N A N C I A L  S TAT E M E N T S

F I N A N C I A L  R E S U LT 

The Bank closed the 2006 business year with a net profit of SIT 169,563 million. Profit and 

loss account is presented in accordance with the International Financial Reporting Standards. 

The structure of net income and expense in 2006 is shown in the following table:

Net income and expenses Result Result

 1.1.-31.12.2005 Increase 1.1.-31.12.2006 Index

Net interest and similar income 1,913 180 2,093 109

Dividend income 0 0 0 0

Net fee and commission income 364 156 520 143

Realised gains and losses on financial 

assets and liabilities not measured at 

fair value through profit and loss

-16 5 -11 69

Gains and losses on financial assets 

and liabilities held for trading

92 66 158 172

Foreign exchange differences -13 3 -10 77

Gains and losses on derecognising of 

assets other than held for sale

-2 41 39 -1,950

Other operating net income 6 25 31 517

General administrative costs with 

depreciation

-2,107 -316 -2,423 115

Provisions -31 37 6 -19

Impairment 11 -145 -134 -1,218

Total profit or loss before tax 217 52 269 124

Income taxes, incl. deferred tax -62 -38 -99 160

Net profit or loss for the financial year 156 15 170 109

The net interest and similar income without income out of bad loans and without accruals of 

loan origination fees increased by 15%, thereby following the growth of business, which amounted 

to 17%. Net interest income in total grew by 9%, since the interest income out of bad loans was for 

SIT 52 million lower than the year before. Such a development is a sign of improvement in loan 

portfolio, because the incomes out of bad loans are representing ever smaller part of total net 

interest.

65

in SIT million
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The net fee and commission income for banking services increased by SIT 156 million or 

43% in 2006. The greatest part of the increase is represented by fees for administrative services 

(SIT 92.7 million), which include the completion fees for environment projects received from the 

EBRD. The mediation fees increased for SIT 62 million. The largest portion can be attributed to 

sale of insurance products from Victoria Volksbanken Versicherungsgesellschaft. The largest 

share of expenses for banking services was due to loans taken out with foreign banks and gua-

rantees received from foreign banks.   

Net profit out of financial assets and liabilities held for trading increased strongly for 72% or 

for SIT 66 million. The position comprises net profit or loss out of derivatives and net profit and 

loss out of FX sales. The first one reached SIT 18.8 million in 2006, whereas it was negative in 

2005 (SIT -18.2 million). The notably better result is a consequence of closing the strategic open 

FX position, out of which the Bank realised additional interest from Bank of Slovenia bills in the 

previous year. The net income out of FX sales was 26% higher than the year before (2006: SIT 

139.4 million, 2005: SIT 110.7 million), mainly due to more aggressive sales activities. In the last 

two months of the year 2006 the strong positive correlation with the upcoming transition to Euro 

can be detected. The net income in the last two months is for more than 75% higher than the aver-

age value of the first ten months.

The net result out of foreign exchange differences did not change significantly in comparison 

to 2006. 

The position Gains and Losses on derecognising of assets other than held for sale was posi-

tive. The Bank sold an item of investment property, which contributed SIT 36 million of gain.  

General administrative costs with depreciation were 15% higher than in 2005. They comprise 

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

The Bank booked for SIT 134 million impairment in 2006 in accordance with its new policy 

for assessment of credit risk losses.
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F I N A N C I A L  P O S I T I O N

At the closure of 2006 the Bank’s balance sheet total amounted to SIT 116 billion, rising by SIT 17 

billion or 17% over 2005. 

Growth of the balance sheet total in the last three years:
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S T R U C T U R E  O F  B A L A N C E - S H E E T  O P E R AT I O N S

In 2006 the Bank’s assets increased by SIT 17,127 million or 17%. The most important assets 

remained loans to banks and non-bank customers which accounted for 80% of all assets and saw 

a nominal increase of SIT 21,455 million or 30% in 2006. The loans to companies grew by SIT 

15,268 million, loans to retail customers by SIT 7,884 million and loans to bank decreased in the 

context of daily liquidity management by SIT 1,696 million.  

2004 2005 2006
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Structure of balance-sheet operations: 

in SIT million

Assets      2005 Structure Increase   2006 Structure Index

Cash and cash balances with  967 1 3,975 4,942 4 511

central banks

Financial assets held for trading 1 0 10 11 0 0

Financial assets designated at fair  0 0 0 0 0 0

value through profit or loss 

Available-for-sale financial assets 22,390 23 -9,869 12,521 11 56

Loans and receivables 71,225 72 21,455 92,680 80 130

Held-to-maturity investments 1,495 2 -40 1,456 1 97

Derivatives - hedge accounting 0 0 0 0 0 0

Fair value changes of the hedged  0 0 0 0 0 0

items in portfolio hedge of 

Accrued interest income on  0 0 2 2 0 925

financial assets

Tangible assets 1,880 2 -41 1,839 2 98

Investment property 98 0 -98 0 0 0

Intangible assets 104 0 14 117 0 0

Investments in subsidiaries, associates  387 0 0 387 0 100

and joint ventures

Subscribed but not fully paid capital 0 0 0 0 0 0

Tax assets 229 0 -99 130 0 57

Other assets 270 0 1,818 2,089 2 773

Non-current assets and disposal groups  0 0 0 0 0 0

classified as held for sale

TOTAL ASSETS 99,045 100 17,127 116,172 100 117

68
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Available for sale financial assets are the second most important item of Bank’s assets, 

making up 11% of all assets and decreasing by SIT 9,869 million or by 44% in 2006. The most 

significant was the decrease of short term financial assets, which were placed in Bank of 

Slovenia Bills.

The position Cash and Cash balances with central banks reached SIT 4,942 million, which 

is a direct consequence of the EUR transition. The Intangible assets increased for SIT 14 million 

in 2006, which is mostly because of  the costs for on-going development of Basel II software. 

The tangible assets decreased in 2006 as a result of lower investment in fixed assets.

On the liabilities side, financial liabilities measured at amortised cost saw the largest 

growth last year, i.e. by SIT 12,966 million. This is mainly the result of targeted borrowings from 

the ÖVAG bank and other foreign banks whose purpose was to obtain refinancing funds with 

quality, price, maturity and currencies enabling 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 2006 enabled the Bank to provide efficient services to clients seeking 

foreign currency loans and tolar loans with a currency clause.

Provisions decreased by 18% or SIT 14 million. Other provisions were lower because of a 

release of the provision for possible losses at sale of VBS – Leasing d.o.o, which were SIT 20 

million. The remaining difference up to SIT 14 million can be explained by additional provisions 

for law suits and long term employee benefits.
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in SIT million

Liabilities      2005 Structure Increase   2006 Structure Index

Deposits from central banks 0 0 0 0 0 0

Financial liabilities held for trading 1 0 8 9 0 1,095

Financial liabilities designated at fair value  0 0 0 0 0 0

through profit or loss

Financial liabilities measured at  93,636 95 12,966 106,602 92 114

amortised cost

Financial liabilities associated to  0 0 0 0 0 0

transferred assets 

Derivatives - hedge accounting 0 0 0 0 0 0

Fair value changes of the hedged items  0 0 0 0 0 0

in portfolio hedge of interest rate risk

Accrued interest expenses on financial  9 0 -7 2 0 18

liabilities

Provisions 81 0 -14 67 0 82

Tax liabilities 132 0 -3 128 0 98

Other liabilities 411 0 1,638 2,049 2 498

Liabilities included in disposal groups  0 0 0 0 0 0

classified as held for sale 

Basic equity capital 4,009 4 1,400 5,409 5 135

Share premium account 2,092 2 980 3,072 3 147

Equity component of compound  0 0 0 0 0 0

financial instruments

Revaluation reserves 12 0 -9 3 0 25

Reserves from profit (including  -1,493 -2 156 -1,337 -1 90

retained earnings) 

Treasury shares 0 0 0 0 0 0

Income from current year 156 0 14 170 0 109

Interim dividends 0 0 0 0 0 0

TOTAL LIABILITIES AND EQUITY 99,045 100 17,127 116,172 100 117

70



7171

SIGNIFICANT ACCOUNTING POLICIES

Volksbank - Ljudska banka d.d. prepared its annual report in accordance with the Interna-

tional Financial Accounting Standards and the Decree on Financial Records and Annual Re-

ports of Banks and Savings Banks. In forming its accounting policies, the Bank also considered 

other legislation such as the Decree on Assessment of credit risk losses of Banks and Savings 

Banks, and other decrees and instructions issued by the Banks of Slovenia. 

The Bank’s consolidated financial statements have been prepared in accordance with the 

International Financial Accounting Standards. The consolidated statements include the subsidi-

ary company Privatinvest d.o.o., in which the Bank has 100 percent ownership. The audit was 

performed by the auditing company KPMG Slovenia, podjetje za revidiranje d.o.o., Ljubljana, 

which in both cases issued an unqualified opinion. No notes to the consolidated financial state-

ments have been prepared, since the total assets of the subsidiary company do not exceed 

neither 1% of the total assets of Volksbank – Ljudska banka d.d nor EUR 10 million. The notes 

to the financial statements of Volksbank – Ljudska banka d.d. also apply for the consolidated 

financial statements.

a) Statement of compliance with IFRS

Financial statements are prepared in accordance with the International Financial Report-

ing Standards as officially accepted by the EU. These are first financial statements of the Bank, 

which were prepared in accordance with IFRS 1. 

b) The basis for presentation of Financial statements

The accounting policies applied in preparation of Financial statements, are compliant with 

IFRS and with the internal policy for assessment of credit risk losses of Volksbank -Ljudska 

banka d.d. The policies presented were used for both 2006 and 2005 without limitations, unless 

stated otherwise. 

c) Definition of the Group

The group consists of Volksbank - Ljudska Banka d.d. as the parent company, which owns  

100% of shares of the company Privatinvest d.o.o. The long term investment into subsidiary is 

recognised at costs.

d) Functional and presentation currency

The position shown in Financial statements are presented in Slovenian Tolars, which is 

functional and presentation currency of the Bank as the holding company.
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e) Translation of business transaction in foreign currency 

Foreign currency transactions are translated into functional currency at the rate of ex-

change on the date of the transaction. Foreign exchange differences are recognised in the 

income statement.

f) Tangible assets

The bank has decided to use cost model in its accounting policy. After its initial recogni-

tion the item is carried at its cost decreased by accumulated depreciation and impaired only if 

there is an unbiased evidence for impairment.

g) Intangible assets

Intangible assets comprise of investments into computer software and licences. Deprecia-

tion of intangible assets is calculated by using a straight-line depreciation method. 

h) Investment property 

Investment property acquired as compensation for unpaid debts is initially recognised on 

the basis of an evaluation protocol, which is acquired after compensation. It is measured at cost.

i) Financial assets

At the initial recognition the Bank classifies financial instruments with regard to the pur-

pose of their acquirement, the time scope of their possession and the type of instrument into 

different categories:

• Financial assets, at fair value through profit or loss can either be held for trading or 

acquired exclusively for the purpose of short notice sale.  Basically, securities and derivatives 

belong to that group, except for the derivatives which are designated for hedge accounting. 

• Financial assets held to maturity are financial assets with determinable cash flow and 

defined maturity, for which the Bank has positive intention and ability to hold them to maturity.

• Financial assets available for sale are expected to be held in portfolio for indefinite 

period of time, but they still can be sold for reasons of liquidity or due to changes in interest 

rates, changes in foreign exchange rates or changes in prices of financial instruments.

• Financial investments into other companies’ equity are long-term investments into 

equity of subsidiaries and associates for the purpose of controlling or exerting significant influ-

ence on their business.

• Loans and receivables are financial assets with fixed or determinable payments that 

are not quoted in an active market.



7373

Financial assets with the exception of Financial assets, at fair value through profit or loss are 

initially measured at fair value plus transaction costs that are directly attributable to acquisition.

Loans and financial assets held to maturity are measured at amortised costs.

j) Subsequent measurement of financial assets

The basis for measurement criteria are from: Internal policy of assessment losses out of 

credit risk and Measurement of financial instruments at market value.

k) Measurement of financial instruments at fair value

The financial assets held for trading, measured at fair value through profit and loss and 

available for sale are measured at fair value.

Fair value is based on quoted price in active market at balance sheet date. If the market  

for a financial instrument is not active, a company establishes fair value by using an evaluation 

technique based on discounted cash flow analysis or on the basis of a price model.   

The instruments available for sale are measured at fair value and the results are booked 

directly in equity.  In case of impartial evidence for impairment, the accumulated loss booked in 

equity has to be recognised in profit and loss. Such recognised loss can be annulled.

 l) Financial instruments at amortised costs

The impairment of financial instruments held to maturity is allowed if there is objective 

evidence for impairment. The impairment loss is determined as the difference between the book  

value of  the asset and the net present value of future cash flows, which are discounted with the 

initial effective interest rate. The loss is recognised in profit and loss.

 

 m) Derivative financial instruments comprise of FX forward deals, FX swaps, interest 

rate swaps and foreign exchange options. The bank holds these instruments for trading pur-

poses and in order to hedge their interest positions. They  are measured at market value and 

contractual  future value. Changes in fair value are recognised in profit and loss. 

 

n) Loans and receivables 

Loans are measured at amortised costs. They are recognised as principal outstanding  in-

creased for interest accrual and fee accrual, and decreased for impairment in accordance with 

the internal Policy on assessment of losses from credit risk.

Origination fees for long-term loans are accrued by straight line method to the final matu-

rity, because the difference to the effective interest rate method is negligible.
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o) Cash equivalents

Cash equivalents are short term, highly liquid assets, which are almost instantly change-

able into defined sums of cash, and where the risk of such a transaction is negligible.

  

p) Financial liabilities

Financial liabilities consist of debts to clients for deposits taken, loans taken, securities 

issued and other liabilities for refinancing  purposes. In the balance sheet they are recognised 

at the amount received on the contractual basis and measured at amortised costs. Their book 

value is increased for profits and decreased for repayments.

r) Provisions

A provision is recognised if as a result of a past event the Bank has a present legal or con-

structive obligation that can be estimated reliably, and it is probable that an outflow of econom-

ic benefits will be required to settle the obligation and the amount can be reliably estimated. 

The Bank recognises provisions for employee benefits, for off balance liabilities, or pending 

legal issues and for other reasons.   

s) Financial and operating income and expenses

Income is recognised, if a probability for future economic benefits for the company exist 

and which can be reliably measured.

t) Interest income and expense

Interest income and expense are recognised in the income statement using the effective 

interest rate method. Interest income comprise of ordinary interest, delay interest, interest ac-

cruals and deferred origination fees out of long term loans to retail clients. The deferred origina-

tion fees are recognised in profit and loss in accordance with loan repayment plan. Interest 

expense consists of interest for deposits taken, interest for loans taken and other expenses out 

of financial liabilities.

u) Dividends

The Bank recognises dividends received and participation from investment into compa-

nies’ equity.

v) Fee and commission income

Fees are charged for services in accordance with official rates defined in official tariff or 

on the basis of contractual obligations between the Bank and the client.  
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Fee expenses include the amounts paid for services rendered by third party in accordance 

with respective contracts. Income and expense are recognised in profit and loss when service is 

successfully completed.

 

z) Income and expense out of financial transactions 

This type of income and expense consists of realised gains or losses from financial assets 

not measured at fair value through profit and loss, gains or losses out of trading with debt and 

equity securities, and gains or losses out of derivative financial instruments measured at fair 

value through profit and loss.

aa) Other operating income and expenses

Under this position we can find rent income received for rented offices and buildings, other 

duties, membership fees, and other income and expense.

ab) Impairment

Position Impairment represents impairment of financial assets measured at amortised 

costs using criteria defined in the internal Policy on assessment of losses from credit risk  and 

impairment of investment property on the basis of an evaluation prepared by certified valuator.

 

ac) Taxes

Current taxes are shown as they were calculated according to the Law on corporate in-

come (ZDDPO-2).  The deferred tax is calculated for all temporary discrepancies between the 

value of assets and liabilities for tax purposes and their book value. The salutatory tax rate for 

2007 was used in accordance with the current legislation, to the extent that it was published 

and clarified at the end of 2006. 

 

ad) Segment Reporting

The segment reporting is made only on the level of the ÖVAG group, which reports informa-

tion on types of business and geographical areas. Basic form of reporting, which originates from 

business segments, is based on internal organisation scheme and management within the group.
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I N D E P E N D E N T  AU D I TO R ’ S  R E P O RT

TO  T H E  S H A R E H O L D E R S  O F  VO L K S B A N K  –  L J U D S K A  B A N K A  D . D . ,  L J U B L J A N A
We have audited the accompanying financial statements of Volksbank - Ljudska banka d.d., 

Ljubljana, which comprise of balance sheet as per December 31st 2006, income statement, state-

ment of changes in equity, cash flow statement for the ended year, and a summary of significant 

accounting policies and other explanatory notes. We also read the Management Report.

M A N AG E M E N T ’ S  R E S P O N S I B I L I T Y  F O R  T H E  F I N A N C I A L  S TAT E M E N T S
Management is responsible for preparation and fair presentation of these financial state-

ments prepared in accordance with the International Financial Reporting Standards. This re-

sponsibility includes: designing, implementing and maintaining internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error; selecting and applying appropriate accounting policies; and mak-

ing accounting estimates that are reasonable in the circumstances. 

AU D I TO R ’ S  R E S P O N S I B I L I T Y
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 comply with relevant ethical requirements and plan and perform the audit to ob-

tain reasonable assurance whether the financial statements are free of material misstatements. 

An audit involves procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend on our judgment, including the as-

sessment of the risks of misstatements of financial statements, whether due to fraud or error. In 

making those risk assessments, we consider internal control relevant to the entity’s preparation 

and fair presentation of financial statements in order to design audit procedures that under the 

circumstances are appropriate, but not for the purpose of expressing an opinion on the effective-

ness of the entity’s internal control. An audit also includes evalutaing the appropriateness of ac-

counting principles used and the reasonalbeness of accounting estimates made by management, 

as well as evaluating the overall presentation of the financial statements. 

We believe that the obtained material is sufficient and appropriate to provide grounds for our 

opinion.

O P I N I O N
In our opinion, the financial statements present fairly, in all material respects, the financial 

position of the Company as at 31 December 2006, the result of its operations and its cash flows 

for the year then ended in accordance with the International Financial Reporting Standards as 

endorsed by the European Union. 

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

KPMG SLOVENIJA,

podjetje za revidiranje, d. o. o.

Vera Menard, B.Sc.Ec.

Certified Auditor

Ljubljana, May 7th 2007

Andrej Korinšek, B.Sc.Ec.

Certified Auditor

Partner, Managing Director
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R E P O RT  O F  T H E  S U P E RV I S O RY  B OA R D
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The Supervisory Board acted in accordance with the Banking Act (Zban-1/ Official Gazette RS, no. 

131/06), the Company Act (ZGD-1/ Official Gazette RS No. 42/06), Resolution on Due Diligence of Banks 

and Saving Banks Management and Supervisory Board members’ Resolution (Official Gazette RS No. 

28/07), Bank’s Articles of Association and the Rules on Procedure of the Supervisory Board.

The Volksbank – Ljudska banka d.d. Supervisory board is composed of seven members, bank share-

holders’ representatives, equipped with the necessary knowledge and experience needed for adoption 

of resolutions which are in the best interest of the bank and assuring an independent, unbiased, profes-

sional, objective, fair and wholesome personal judgement when carrying out the functions of a member of 

the Supervisory Board. Among themselves the Supervisory Board members elected a president and one 

deputy president.

In 2006, at its three regular sessions and through the Managing board’s reports the Supervisory Board 

examined the legality, expediency and economy of bank’s Management. Current Management reports kept it 

informed and in 2006 it adopted the necessary resolutions. At its 39th regular meeting the deputy president, 

Mr. Wöber, was excused, and at the 40th regular meeting, Mr. Capka and Mr. Maritan were also excused.

In the first half of the year the Supervisory Board focused mainly on discussing and confirming the 2005 

Business Results, also to the Internal Audits annual report and gave its consent to the Internal Audit’s 

work plan for 2006.

Throughout the 2006 the Supervisory Board supervised the realisation of the resolutions adopted by the 

Supervisory Board and the Shareholders’ General Assembly. It discussed quarterly reports of the Internal 

Audit and of other supervisory bodies, and the Managing Board’s reports on the banking operation, and 

issued the Agreement to the decision of the financial plan of the bank for the year 2006 and it supervised 

the adequacy of the internal control system organisation. During 2006 the Supervisory Board punctu-

ally followed all the important matters that referred to the bank’s operation, strategy and policies and it 

assured the effectiveness of the Supervisory Board. During 2006 the Supervisory Board supervised the 

running of the Management and bank’s operation and it actively cooperated in and discussed the reports 

of the Management, Internal Audit and the certified Auditor.

The 2006 Annual report as of December 31st, 2006 was audited by the auditing company KPMG Slo-

venija, podjetje za revidiranje d.o.o., Ljubljana, which delivered a report without reservations.

According to the opinion of the certified auditor and the report of the Managing Board regarding the an-

nual financial report for 2006, the Supervisory Board conveys a positive opinion to the General Assembly 

of Shareholders’ and recommends that the annual report and the Internal Audit’s Report are adopted.

Denis Le Moullac

Chairman of the Supervisory Board

In Ljubljana, May 2007
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ALEKSANDER BREZLAN
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 Avstrija

 Bosna in Hercegovina

 Češka

 Hrvaška

 S L O V E N I J A

 Madžarska

 Romunija

 Slovaška

 Srbija

S E R V I C E

ZAUPANJE  NAS  POVEZUJE .
UN ITED  IN  TRUS T.
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N A Š A  M R E Ž A  /  O U R  N E T WO R K

S E D E Ž  /  H E A D  O F F I C E

Vo lksbank  –  L judska  banka  d .d .
Duna j ska  ces t a  128  a 
S I -1000  L jub l j ana
Te l . :  00386  1  53  07  400
Fax . :  00386  1  53  07  555

P O D R U Ž N I C E  /  B R A N C H E S

L j u b l j a n a

Dunajska cesta 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

Kr an j

Tavčarjeva ulica 21

SI-4000 Kranj

Tel.:  00386 4 20 13 880

Fax.: 00386 4 20 13 888

Kope r

Pristaniška 43a

SI-6000 Koper

Tel.:  00386 5 66 34 860  

Fax.: 00386 5 66 34 872    

Mar i b o r

Poslovna zgradba City Jug

Ul. heroja Bračiča 6

SI-2000 Maribor

Tel.:  00386 2 23 80 340

Fax.: 00386 2 23 80 344

     

80
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P O D R U Ž N I C E  /  B R A N C H E S

Ce l j e

Prešernova 27

SI-3000 Celje   

Tel.:   00386 3 42 87 802

Fax.:  00386 3 42 87 818    

Šen t j u r

Mestni trg 2

SI-3230 Šentjur pri Celju

Tel.:  00386 3 74 71 840

Fax.: 00386 3 74 71 842

Tepan j e

Poslovni center Tepanje

SI-3210 Slovenjske Konjice

Tel.:  00386 3 75 80 850

Fax.: 00386 3 75 80 852

Predstavn iš tvo  /  Rep .  o f f i ce
No v o  me s t o

Kočevarjeva 2

SI-8000 Novo mesto   

Tel.:  00386 7 39 42 680   

Fax.: 00386 7 39 42 684 

U D E L E Ž B E  /  S H A R E H O L D I N G S

VBS  L e a s i n g  d . o . o .

Dunajska cesta 128 a

SI-1000 Ljubljana

Tel.:  00386 1 56 34 400

Fax.: 00386 1  56 34 403
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N A Š A  M R E Ž A  /  O U R  N E T WO R K

SLOVEN IA
CROAT I A

BOSN IA  -

HERZEGOV IN A

AUS TR IA HUNGARY

SLOVAK IA

C ZECH  REPUBL I C

ROMAN IA

 VO L K S B A N K  I N T E R N AT I O N A L  AG 
I N  C E N T R A L  A N D  E A S T E R N  E U RO P E

 Austria

Volksbank

International AG

Peregringasse 3

A-1090 Vienna

Tel.: 00431/313 40-3182

Fax: 00431/313 40-3905

www.vbi.at 

SERB IA
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UKRA INE

 Bosnia-Herzegovina

Volksbank BH d.d.

Fra Anđela

Zvizdovića 1

BH-71000 Sarajevo

Tel.: 00387/33 295 601

Fax: 00387/33 295 603

www.volksbank.ba

Czech Republic

Volksbank CZ, a.s.

Lazarska 8/13

CZ-12000 Prague

Tel.: 00420/221 96 99 11

Fax: 00420/221 96 99 51

www.volksbank.cz

Hungary

Magyarországi

Volksbank Rt.

Rákóczi út 7

H-1088 Budapest

Tel.: 00361/328 6666

Fax: 00361/328 6604

www.volksbank.hu

Serbia

Volksbank a.d.

Bulevar Mihaila Pupina 

165g

SCG-11070 Belgrade

Tel.: 00381/11/201 3259

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-030244 Bucharest

Tel.: 00402/1209 4400 

Fax: 00402/1209 4490

www.vbr.ro

Slovakia

L’udová Banka, a.s.

Vysoká 9 

SK-810 00 Bratislava

Tel.: 00421/2/5965 1111

Fax: 00421/2/5441 2453

www.luba.sk

Slovenia

Volksbank-Ljudska banka d.d.

Dunajska cesta 128 a

SLO-1000 Ljubljana

Tel.: 00386/1/530 74 00

Fax: 00386/1/530 75 55

www.volksbank.si

Ukraine

JS Electron Bank

Grabovskogo street, 11

Ukraine, 79000, Lviv

www.elbank.com.ua
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I z d a j a t e l j  /  P u b l i s h e r

Volksbank - Ljudska banka d.d. 

Dunajska cesta 128 a

1000 Ljubljana

Slovenija


