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tndependent auditar s ri port

To the Shareholders and Councl of the Joint Stock Company "KDB Bank Uzbekistan”;

M i

In our opinion, the financial statements present faiely, in all material respects, the financial position of the Joint
Stoek Company "KDB Bank Uzbekistan” (“the Bank”) as at 31 December 2016, and its financial performance and
its cash flows for the year then ended in aceordance with International Financial Reporting Standards (1FRS),

What we have audited
The Bank's financial statements comprise:

»  the statement of financial position as at 31 December 2016,

= the statement of profit or loss and other comprehensive income for the yvear then ended:
¢ the statement of changes in equity for the vear then ended;

»  the statement of cash flows for the vear then ended; and

«  the notes to the financial statements, which inelude significant aceounting policies and other explanatory
information.

We conducted our andit in sccordance with International Standards on Auditing (15As). Our responsibilities
under those standards are further descnibed in the Auditor’s responsibilities for the audit of the finaneial
statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Bank in accordance with the International Ethics Standards Board for Accountants’
Code of Ethies for Professional Accountants (IESBA Code) together with the ethical requirements of the Code of
Professional Ethies for Auditors of Uzbekistan and auditor's independence requirements that are relevant to our
audit of the financial statements in the Republic of Uzbekistan. We have fulfilled our other ethical responsibilitios
in accordance with these requirements and the IESBA Code,

Audit Organization "PricewaterhouseCoopers " LLC
HEA Mustagillik prospekt, Mirzo-Ulugbek district, Tashkent rooooo, Republic of Usbekistan
T: +998 {71) 120 6101, F: +9q8 (71) 120 6645, (WL M0C.cOm UR



verview
Victerialiiy Owverall Bank materalitv: Uzbek Sowms ("UZS") 2,807,000 thousand,
which represents 5% of profit before tax,
foey audit matter Impairment of loans (o customers, including finance lease receivables,

We designed our andit by determining materiality and assessing the risks of material misstatement in the
financial statements. In particular, we considered where management made subjective judgements; for example,
in respect of significant aecounting estimates that involved making assumptions and considering future events
that are inherently uncertain. We also addressed the nsk of management override of internal eontrols, including
among other matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

We tailored the scope of our audit in order o perform sufficient work to enable us to provide an opinion on
financial statements as a whole, taking ‘nto account the structure of the Bank, the accounting processes and
controls, and the industey in which the Bank operates,

Materiality

The seope of oneaudit was influenced by our application of matertality. An audit is designed to obtain reasonable
assurance whether the financial statements are free from matens] misstatement. Misstatements may arise doe
to fraud or error. They are considered material if individually or in ageregate, they could reasonably be expected
to influence the economic decisions of nsers taken on the basis of the financial statements.

Based on our professional judgement. we determined certain quantitative thresholds for materiality, including
the overal]l Bank materiality for the financial statements as a whaole as set out in the table below. These, together
with qualitative considerations, helped us to determine the seope of our audit and the nature, timing and extent
of our andit procedures and to evalnate the effect of misstatements, if any, both individually and in aggresate on
the fimancial statements as o whole,

bl Rank materiality LS 2,807,000 thousand
Hone we dictermined i 5% of profit before tax
Rationale for the materiality We have chosen profit before tax as the benchmark because the
henchmark applicd Bank is a profit oriented entity with a history of profitable results,

the Bank's profits are not volatile and the main users of the finaneial
statements (shareholders, ecreditors, regulator) are primarily
interested in profitabihity and liguidity,

We have chosen 5% which is within the range of acceptable
gquantitative materiality thresholds for this benchmark.

We agreed with management that we would report to them misstatements identified during our audit above
UZS 140,000 thousand, as well as mizsstatements below that amount that, in our view, warranted reporting for
gualitative reason.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our andit of the
finanvial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion

on these matters.

Key audit matter

fmpairment  of loans (o  customers,
including finance lease receivables

We considered impaitment of loans to customers,

including finance lease receivables as kev audit

matter due to the following factors:

(i} loans to customers, including finance lease
receivables as at 1 December 2016 amount to
U%S 152,824,771 thousand; and

(ii} the significance of judgements involved in
making estimates for loan impairment,
The  judgements  and  decisions  made by
management in estimating loan impairment are
highly subjective due to the uncertainties over the
timely identification of the loss events and/or the

amounts of losses incurred.

The summary of significant sccounting polivies,
eritical accounting  estimates  and  judgements
relating to the caleulations of impairment and
details on loans and advances to customers are
provided in Notes 3, 4 and 9, respectively, to the
financial statements.

The Bank's approach to the estimation of
impairment losses on loans to customers, including
finance lease recervableés is as follows;

Individualiy significant loans

These are the loans to legal entities that the Bank's
Credit Committee assesses individually in order to
determine whether there is an objertive evidence
that the lean is impaired. If the individually
nssesged loans have no signs of impairment, they
are assessed on a eollective basis.

The Bank measures individoally impaired loans
hased on the present vilue of estimated future cash
flows from the borrower or where applicable from
realising collateral discounted at the original
effective interest rate.

Collectively assessed loans

The Bank groups loans by similar credit risk
characteristios that are indicative of the borrowers'
ability to pay all amounts due according to the
contractual terms.

The Bank estimates future cash flows in a group of
loans  hased on  historical loss  experience,

How our auwlit addressed the key audit matier

Our audit procedures over the loans and advances to

eustomers included:

- the assessment of the procedures over identifving
whether and when a loan has become impaired;

- testing that in cases when the recovery of the loan 15
expected from the proceeds on sale of collateral that the
valuation of collateral is supported by an appropriate and
current valuation;

- agreeing the kev inputs used in impairment caleulation to
source systems and source documentation;

- re-performing the discounted cash flow caleulations o
confirm accuracy;

- the evaluation of the methodology, inputs and
assumptions used by the Bank i caleutating impairment
assessed on a portfolio basis;

- the assessment of the adequacy of impairment allowances
for individually and collectively assessed lpans and
advances,

Wi tested a sample of individually significant loans by
focusing on identification of default or delinguency,
considering the assumptions for timing and amount of
estimated future cash flows, and the quality and valuation of
eollateral. Our selection was focused on possible under-
collateralized loans.

For individually significant loans with no  impairment
identified and all other loans not considered as significant, we
applied collective pool provision rates, except for the loans,
which are not considered to be impaired due to a shor time
sinee their erigination,

For impairment estimated collectively on a portfolio basis, we
tested the design and the operation of the model and the data
and assumptions used, Our work ineluded the following steps:

1. We compared the principal assumptions made with our own
knowledge and experience of the banking mdustry i
Uzbekistan.

2. We  re-performed
impairment.

the caleulation of the collective

The [ollowing additional procedures were performed for

provision for impairment of loans to ecustomers, including

finanee lease receivables at 31 December 2016:

L We re-performed the back testing to ensure that aecounting
estimates  are  appropriate and  have been  applied
consistently,
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prevailing economic and credit conditionsand peer 5 We compared the impairment provision levels to other
group experience for loans with credit risk  panks in Uzbekistan and investigated reasons for any major
charactenstics similar to those in the group, differences.

Our procedures did not identify any material adjustments to
the provisions for impairment of loans and advances,

WIS P rmacrrpceererrmaeand oiried € e iy e iirne e frnemmcier! sford

Management is responsible for the preparation and fair presentation of the financial statements in aceordance
with 1FRS, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the finpneinl statements, management 15 responsible for assessing the Bank's ability 1o continue as
4 going concern, disclosing, as applicabl:, matters related to going concern and using the going concern basis of
acconnting unless management either intends to hgquidate the Bank or to cease operations, or has no realistic
alternative but to do so

Counecil is responsible for overseeing the Bank's financial reporting process,

[Pl Eiar s 1es) pondit s foar i il Of fae foigreciad stalemenes

Cur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
murterial misstatement, whether due to fraud or error, and to issue an suditor’s report that includes our opinion,
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 184s will always detect a material misstatement when it exists. Misstatements can arise from frawd or ervor
and are considered material if, indiddually or in the aggregate, they could reasonubly be expected to influenee
the ceonomic decisions of users taken on the basis of these financial statements,

As part of an audit in accordance with 18As, we exercise professional judgment and maintain professional
steepticism throughout the audit, We alsc:

Identify and assess the risks of material misstatement of the financial statements, whether due o fraud or error,
design and perform sudit procedures responsive to those rigks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud i= higher than for one resulling from ervor, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit o order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Bank's internal control.

Evaluate the appropriateness of accounting polivies used and the reasonableness of aceounting estimates and
related disclosures made by management.
Conclude on the appropristeness of menagement’s use of the going coneern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Bank's ability to continue as a going concern. If we conelude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such diselosures are inadeguate, to modify our opinion. Our conelusions are based on the andit
evidenee ebtained up to the date of our suditor’s report. However, future events ar conditions may cause the
Bank to cease to continue as a going coneern.
Evaluate the overall presenlation, struclure and content of the financial statements, including the disclosures,
and whether the finaneial statements repriesent the underlying transactions and events in a manner that
achieves fair presentation,
We communicate with Council regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our
audit
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We also provide Couneil with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards,

From the matters communicated with Couneil, we determine those matters that were of most significance in the
audit of the financial statements of the current period and are therefore the key audit matters, We describe these
matters in our auditor's report nnless law or regulation preciudes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expeeted to outweigh the public interest benefits of such
communication.

th

Uthdr Muham!:t:adiye&'

General Director/Certified Aoditor
Certificate of Anditor No. 9/15
dated 16 August 2013

f;‘t.:zl 71 &fﬂm @E{; Tﬂﬂ'ﬂi ?ér'fitffffé‘?;ﬁ'}: LT

Andit Crganization “PricewaterhouseCoopers” LLC
20 April 2017
Tashkent, Uzbekistan
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JOINT-STOCK COMPANY “KDB BANK UZBEKISTAN"

Statement of Financial Position

31 December 31 Decembear 1 January
Noles 2016 2015 2015
In thowsands of Uzbekistan Soums (Restated) {Restated|
ASSETS
Cash and cash equivalents 7 1.927.140,72T7  1,785.757.462  1,358,035178
Dug from othar banks 788,001,221 G446, 784,017 561,444,788
Loans and advances o customers, nciuding
finance lease receivables 9 152 824,711 137,704 882 108,196,310
Current income lax prepayment 1,749 475 620,588 338,374
Deferrad income lax assel 19 2,358 809 1,200,163 1,254,023
Framises and equipman 10 52,977,532 23,878 458 23,925 060
Intangible assets 10 4,027 444 6,425 804 & 083 545
Ciner assels 14 20,854,062 89,580,204 44, 1804581
TOTAL ASSETS 2.950,035,041 2,702,061,663 2,146 466,TEG
LIABILITIES
Due to other banks 12 18,408, 858 85,752,524 35,112,207
Cuslomer accounts 13 2639756754  2AvE0IT.046 1,814,857 328
Other llabilties 14 9 BE5.087 4665414 3,803,628
TOTAL LIABILITIES 2,668,031,689 2,466,434,984 1,953,813,064
EQUITY
Share capilal 15 40.444 206 40 444 208 40,444 206
Ratained sarmings 241,559,136 195,182.473 152,209,458
TOTAL EQUNTY 282,003,342 235,626,679 192,653,702
TOTAL LIABILITIES AND EQUITY 2,950,035,041 2,702,061,663 2,148.466, 786

Approved for issue and: signed on 20 April 2017,

—

Mr I% c;i.;l'iim )

Chairman of the Board

k-

Tha notes sat out en pages & to 44 form an integral par of thase financial statements

Mr. Abrerjon Juraev
Chief accountant



JOINT-STOCK COMPANY “"KDB BANK UZBEKISTAN"
Statement of Profit or Loss and Other Comprehensive Income

In thousands of Uzhexistan Soums Mate

2016 2015

Interest Incomes 16 41,105,108 33,996 527
Interes! expense {1,605,844) (2,045 765)
Net interest incomo 29,499 262 31.850.832
Provision for ) | recovery of impairment of loans and advances o

customers, including finance lease recevables 8 (424.858) 1,424 506
Wet interest income after provision for impairment of loans and

advances to customers, including finance lease receivables 29,074,404 33,375,338
Fee and commission income 17 56.031,558 52,945 681
Fes and commission expenses Lk (5.558,759) (4,343 4323)
Gains less losses from trading in foreign currencies 2,340,444 2,166,623
Lossas from financial derivatives {100,664) A
Foreign exchange Wransiation gams less losses 15,357.404 15,385 260
Other operating income 98876 254 036
Personnel expenses 18 (25,015,846)  [E2,152.081)
Depraciation and amortzation (4,343,875) {4,004.818)
Other operating expenses 18 {11.807.721) (10,868.138)
Profit before tax 56,075,921 62,788 460
Income tax expense 18 {8,699, 258) {11.705.713)
PROFIT FOR THE YEAR 46,376,663 51,002,747
Cither camprehensive income - -
Total comprehensive income for the year
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 46,376,663 51,002,747
Baslic and dilluted earnings per ordinary share

(expressed in UZS per share) 20 177 185

The notes set out on pages 5 to 44 form an Integral part of these financial slatements. 2



JOINT-STOCK COMPANY “KDB BANK UZBEKISTAN"
Statement of Changes in Equity

Share Retained Total
capital earnings equity
In thousands of Uzbekistan Soums
Balance at 1 January 2015 40,444 206 152,209,496 192,653,702
Frofit for tha year - 51082, 747 51,082 T47
Other comprahansive Income - .
Total comprehensive income for 2015 . 51,082,747 51,092,747
Paymant of dividends : {8.118,770) (8,119,770}
Balance at 31 Decembaer 2015 40,444,206 195,182,473 235,626,679
Profit for the yeer - 46,376,663 46,376,663
Cthar comprahensive incomea - . 2
Total comprehensive income for 2015 - 46,376,663 46,376,663
Balance at 31 December 2016 40,444 206  241.559.,136 282,003,342

Tha notes set ouwl un-pages 510 44 form an mtegral part of these financial statements. 3



JOINT-STOCK COMPANY "KDB BANK UZBEKISTAN"
Statement of Cash F.fawg 3

in thousands of Uzbekistan Soums Note 16 2015
Cash flows from operating activities
Interes| recelved 30,863,040 34,002,117
Interast pac (1,532 324) (2,025,334)
Fae and commission recaived 58,844 BT 52.518.621
Fea and commission paid (6,558 7549) (4,119.278)
Income receivad from trading in frading securifies 2,340 444 2 166,623
Loszes from financial derivalives (147 485) :
Other operating incoma received 88,876 78.788
Staff costs paid (24,902 BAT) {20,877.093)
Other operaling expenses paid (11.688,300) {10,084 295)
Incoeme tax paid (11,887 801} 11,834,057
Cash flows from operating activilies before changes
in operating assets and liabilities 36,319,715 39,726,252
Net (increase) / dacrease in;
- due from other banks (736, 7971.334) (78,970.555)
- lpans ard advances to customers, including linance lease
receivables (8.211,017) {25,510 890)
- other agsels 40,530 425 312774
Mot morease f (decreasel in.
- due o othar banks (67,242 8B6) 50,610,886
- guatomer sccounts 263,666,188 432,120,986
- other [abilities (40,035) (1,330.537)
Net cash from operating activities 130,131,276 A17 481,356
Cash flows from investing activities
Acguisition of premises, equipment and intangible sssefs (8,065, 782) {21,539 414)
Procesds fram disposal of premises, equinment and intangible
BES&Eig - 121,616
Met cash used In invasting activities (9,065, 7T82) (23,417 7488
Cash flows from financing activities
Dividends pard 8.118,770)
Met cash used in financing activities & (8,119,770)
Effect of exchange rate changes on cash and cash equivalents 10,317,771 9,779,496
Ket Increase In cash and cash eguivalents 131,383,265 397,723,284
Cash and cash egquivalants at the beginning of ihe year T 1,795,757 482 1,368,034 178
Cash and cash egquivalents at the end of the year 7 1,927,140,727 1,795,757 462
MNon-cesh investing activities - acquisition of premises, equipment
and intangible assets 21,888,188
The notes set out on Llagﬂs.ﬁ toy 44 form E;II'-I mi‘eﬁ ;:ar_l of these financial slalema:{t? T 4






