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Independent auditor’s report

Ta the Shareholders and Counedl of the Joint Stock Company “KDE Bank Ushekistan™

{ hr oo

In pur epinion, the financial statements present fairly, in all material respects, the finane:al position of the Joint
Stock Company “KDBE Bank Ushekistan® (*the Bank™) as at 31 December 2017, and its financial perfofmance and
its eash flows for the year then ended in accordance with International Finanetal Reporting Standards ("IFRS™),

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

+  the statenrent of financial position as at 21 December zo17;

= the statement of profit or loss and cther comprehensive income for the year then ended;
= the statement of changes in equity for the year then ended;

¢ the statement of cash flows for the year then ended; and

= the potes to the financial staterents, which include significant accounting policies and other explanatory
information.

Rusts fior apindon

We conducted aur audit in aceordance with International Standards on Auditing (143", Our responsihilities
under those standards are further deseribed in the Auditor’s responsibilities for the audit of the financiol
staterments section of our report.

We believe that the audit evidence we hove obtained is sufficient and appropriate to provide a basis for our
npinion,

Independence

We are independent of the Bank in aceordance with the Internstional Ethics Standards Board for Acconntants'
Code of Ethics for Professional Aveountants (IESBA Code) together with the ethival requirements of the Code of
Professional Ethics for Auditers of Uzbekistan and suditor’s independence requirements that are relevant to our

anilit of the financial statements in the Republic of Usbekistan, We have fulfilied our other ethical responsibilities
in aecordance with these requirements and the IESBA Code.

Chir coed it approgeh

Overview
Muteriality Overall Bank materiality: Uzhek Soums (“UZS") 5,523,000 thousand,
which represents 5% of adjusted profit before tax.
Koenp ot imabtor Lipairment of loans and advances to customers, including finance

lease receivables.

A part of destgning oor audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we considered where management made subjective judgements: for example,
in respect of significant accounting estimates that involved making assumptions nnd considering feture events
that are inherently uncertain. As in all our audits, we also addmmag the rsk of management override of interual
controls, including among other matters, considération of whether there was evidence of bins that represented a
risk of material misstatement due to fraud.

Auehit Crganization “PricewaterhouseCoopers” LLC
BEA Mustagillik prospekt, Mirzo-Ulngbek district, Tashkent 10coov, Kepublic of ebelistan
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We tailored the scope of our audit in order to pecform sufficient work to enable us to provide an opinion on
financial statements as a whole, taking into account the structure of the Bank, the accounting processes and
controls, and the industry in which the Bank operates.

Materiality

The scope of our audit was influenced by our application of materiality, An audit is designed to ohtain reasonalile
assurnnee whether the financial statements are free from material misstatement. Misstatements may arise due
to fraud or error. They are considered materdal if individually or in aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of the financial statements.

Based on our professional judgement, we determined certain quantitative threshaolds for materdality, including
the overall Bank materiality for the financial statements as a whole as set out in the table below, These, together
with qualitative eonsiderations, helped s to determine the scope of our audit and the nature, timing and extent
of our audit procedures and to evaluate the effcct of mizstatements, if any, both individually and in aggregate on
the financial statements as a whaole,

therel! Bonk muateriality UZS 5,523,000 thausand {2016: UZS 2,807,000)

Flove v i devmined i We determined overall materiality as being 5% of the profit before
tax adjusted for one-time effect of foreign exchange translation gain
of UZS 142,935,640 thousand as a result of liberalization of
curreney regulations in Uzbekistan on 4 September 2017,

Rateode for the moatorialing We chose profit before tax as the base benchmark because, in our

henelinuek wpgrlived view, it e the benehmark against which, users and stakeholders
most commonly measure the performance of the Bank as a whole,
and it is a generally accepted benchmark. We chose 5% threshold as
in our professional expenence this is widely accepted quantitative
measure for thiz benchmark.

We agresd with the management aned the Council of the Bank that we would report to them misstatements
identified during cur audit above UZS 276,000 thousand, as well a5 misstatements below that amount that, in
our view, warranted reporting for qualitative reasons.

Key nudit matters

Key audit matters are those matters that, in our prefessional judgment, were of most significance in our audit of
the financial statements of the eurrent period. These matters were addressed in the context of our andit of the
financial statements as a whole, and in forming cur opinion thereon, and we do not provide a separate epinion
or: thess matters.

P o0 our audit addressed the key audit matterio
Impairment of Ioans and advances te Our audit procedures over the loans and advances 1o
customrers,  including  finance  lease costomers, including finance lease receivables inchuded:

receivables - the assessment of the procedures over identifying
We considered impafirment of loans and advances to whether and when a loan has become impaired;
customers, including finance lease reecivables as key - testing that in cases when the recovery of the loan is
atdit matter due to the following factors: expected from the proceeds on sale of collateral that the
(i} loans and advances to customers, including valuation of collateral is supported by an appropriate

finance lease recaivables as at 31 December 2o17 and current valuation; . )

amount to 28 327,145,276 thousand; and - agreeing the key inputs used in {mp.ul.rrmrlnt calculation
(i) the significance of judpements involved in to source systems and source documentation;

making estimates for loan impairment, - re-performing the discounted cash flow ealeulations to

) s confi i
The judgements and decisions made by management AT aIACY

in estimating loan impairment are highly subjective

zol g
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due to uncertainties over the timely identification of
the loss events and/or the amounts of losses
incurred.

The summary of significant accounting policies,
critical avecunting  estimates and  judgements
relating to the caleulations of impairment and details
on loans and advances to customers, including
finance lease receivables is provided in Notes 4, 4
and g, respectively, 1o the financial statements,

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

Individualiy signif !
These are the loans to legal entities that the Bank's
Credit Committee azsesses individually in order to
determine whether there is an objective evidence
that the loan is impaired. If the individually assessed
loans have no signs of impairment, they are assessed
on a collective basis,

The Bank measures individually impaired loans
based on the present value of estimated future cash
flows from the borrower and, where applicable, from
realising collateral discounted at the original
effective interest rate,

The Bank groups leans by similar credit rigk
characteristics that are indicative of the borrowers'
ability to pay all amounts due aceording to the
contractual terms.

The Bank estimates future cash flows in a group of
loans based on historical loss experience, prevailing
economic and eredit conditions and peer group
experience for loans with eredit risk characteristics
similar to those in the group.

- the evaluation of the methodology, inputs and
assumptions used by the Bank in  ealeulating
Impairment assessed on a portfolio basis;

- the assessment of the adequacy of impairment
allowances for individually and collectively assessed
Ipans and advances to customers, including finance
leaze receivables,

We tested a sample of individually significant loans by
focusing on identification of defaull or delingquency,
considering the assumptions for timing and amount of
estimated future cash flows, and the quality and valuation of
collateral. 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 toa short
time since their origination.
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 included the following
steps:
1. We compared the principal assumptions made with our
own knowledge and experience of the banking industry in
Uzbekistan,

2. We re-performed caleulation of collective impairment.

The following procedures were also performed for provision
for impairment of loang and advances to customers,
including finance lease receivables at 31 December 2017

L. We re-performicd the back testing to ensure that
accounting estimates are appropriate and have been
applied consiztently.

2.We developed independent expectations in respect of
collective assessments based on our understanding of the
industry scctors and the banking market in Uzbekistan.
We compared the impairment provision levels to other
banks in Uzbekistan and investigated reasons for any
major differences,

Our procedures did not identify any material adjustments to

the provisions for impairment of loans and advances,

Responsthilitios of management and Council of the Baak for the finaneiol statements

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

In preparing the financial statements, management is responsible for assessing the Bank's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Bank or to cease operations, or has no realistic
alternative but to do so. Council is responsible lor overseeing the Bank's financial reparting process.
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Audditor's responsibilities for the audit of the financial statenents

Our ebjectives are to obtain reasonable assurance about whether the financial statements as a whole are froe from
matesial misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordanee
with 15As will always detect a material misstatement when it exists. Misstatements can arise from fraud ar errar
and are eonsidered material if, individually or in the aggregate, they could reasonably be expected to influenee
the economic decizions of users taken on the basis of these financial statements,

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
seepticism throughouwt the audit. We also;

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion, The risk of not detecting a material misstatement restlting from
fraud is higher than for one resulting from error, 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 in 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
ank’s internal control,

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management,

Conclude on the appropriatencss of management's use of the going concern 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 conclude that a material unce rtainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion, Our conclusions are based on the audit
cevidence obtained up to the date of cur auditor's report, However, future events or conditions may cause the
Rank to cease to continue as 1 going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlving transactions and events in 4 manner thal
achicves fair presentation,

We communicate with Couneil 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. We alse provide Council 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
he thought to bear on our independence, and where applicable, related safegoards,

From the matters communicated with Council, 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 deseribe these
matters in our auditor's report unless law or regulation precludes 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 expected to outweigh the public interest benefits of such
communication.

] o,
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Utkir Muh an}matl:li;.': v Grigoriy Asaturov
General Director/Certified Auditor Aunditor
Certificate of Auditor No. 9/15 Certificate of Auditor No, g/18
dated 16 Angust 2o1y dated 30 January 2o15
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it Ongarivalien Trceaitorhoeteeogars *LUC
Audin Grganhaiiﬂn “PricewaterhouseCoopers™ LLC
17 April 2008
Tashkent, Uzbekistan
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JOINT-STOCK COMPANY “KDB BANK UZBEKISTAN"
Statemant of Financial Position

3 Decamber 31 Decembet

In thousanas of Uzbakizfan Soums Noles 017 2016
ASSETS

Cash and cash egunvalanis 7 JAZSETOLST 1827 14D T2T
D lrom ether banks B 1, 506,614,398 TEB 001,221
Loans and agvances to cuslomers, including finance iease receivables 8 323145178 152824
Cufment income lax prepaymant 2,606,450 1740 475
Deferred incarme lax assol Fi] 1,368,999 2,355,809
Framises and agquipment 1o A& 574253 52 877 632
Infangitia assels 10 433,006 4,027 444
Irimsimen| property 1" 2,558,541 .
Diher assely 12 12 618,801 20 954 062
TOTAL ASSETS 6,728, 676,780 2,850,016,041
LIABILITIES

[ o elher banka 13 B4, TEE 365 18,408 858
Cusigmar acoowits 14 5127,082254 2539756754
Diner kahidities 15 10,056,223 565087
TOTAL LIABILITIES 5.211,920,842 2,668,031,699
EQUITY

Share capital 16 40,444 206 40 444 206
Retasnod eamings 478,210,732 241 558,136
TOTAL EQUITY 16,654,508 202,003,342
TOTAL LIABILITIES AND EQUITY 5,728 5THTED  3.950,005.041
Approvad for igsue and signed on 20 March 2018,

,éé o=
ADronan Juraey
Chiaf accountant

itk K0E Benk Debeklsion Ji )
'I"._: {"\t‘.-.l? Brsk Uzbekmiar |-'.|:"'J|II
\ 42,

Thae nales set oul ot pages 5 1a 49 faem an indegral part of thesoe Gnandcial statements



SJOINT-3TOCK COMPANY "KDB BANK UZBEKISTAN"
Statement of Profit or Loss and Other Comprehensive income

in thousands of Urbetistan Sowrs Notes 017 016
Inteest incarme 17 80,332,280 31,105,108
Intesest expense (162,941) {1605 Bad)
et interest incoms 80,145,315 19,488 162
Prowision Tor impairment of keans and advances io

cuslomers, including inarce lezse receivables ] (1.933.085) (424 BER)
Hetinterest Income ater provision for Impairment of loans and

advances lo cuslomers, Including finance lease recelvaties EB, 218,270 19.074.404
Fee ang commssion income 18 E3851,05 54,031,558
Fee and commission aapense 8 18,321,847) |5.588,758)
Ga'ns less lpsses from frading in foreign currencies 3,330,860 2,235,780
Fareign exchange translalion gains less losses 170,132 340 15357 404
Criher pperaling income R 23,676
Glal costs (40, 435,781) (25,015 548)
Deprecation and amortization nwn (6,284, 702) {4,343 875}
Ches operaling expenses 19 (16,008,172) (11887 721}
Frofit before lax 252,451,538 66,075,921
Incomae lax expense 20 (V7. 755.540) {9,839 258,
PROFIT FOR THE YEAR 134,651,596 46,378,663
ther comprehanaive income -
Total comprehensive income for the year - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 224,651,595 48,376,663
Basic and dilluted eamings per ordinary share

[expressed in UZS per share] A (L] 1w
The noies 581 04 on pages 5 1o 48 lorm an intagral part of these financ.ei statemenls, i



JOWNT-STOCK COMPANY “KDB BANK UZBERISTAN"

Statement of Changes in Equity

Share Relained Total
in thousands of Uzbenisian Solms Hotes caplial gamings Bquity
Balance at 1 January 20186 A0, 444,208 195182473 136,626,675
Prafil for the year 46,376,853 4B, 3TE 853
Oiher comprehensiva income - - .
Telal comprehenaive incoma Tor 2016 - 46,376 653 46, ITE. 55
Balance at 31 Decambar 2018 &0, 444,208 241,589,138 282,003,342
Profil for the year 234 £53 556 234 851,556
Orbair Eﬂﬂ'ﬂ!ﬂ!ﬂ!ﬂt income = -
Tolal comprenensove Incame fer 2017 - 134 551 598 234 651,596
Halance at 31 December 2017 A0 444 208 ATE, 210,732 516,564 938

Tne noles sel out o0 pages 5 to 48 form an integral pant af these financial statements. 3



JOINT-STOCK COMPANY “KDB BANK UZBEKISTAN"
Statement of Cash Flaws

i Mousands of Urkekistan Soumns Naotes 017 18
Cazh flows from operating activities
Inleres: rece-ved B4 650,478 30 BE3,040
Irteres: paid (108.421) (1,532, 324)
Fee and commipson rmosived B3M2113 EER44BTY
Fee and commission paid {5,321,847) (5,558,755
Incoree received from trading in foreign currenzies 3,330,980 2,182 640
Oiher cperaling INComa recanes 1,034 681 BERTS
Btaff cashy paid (39,580,783 (24,802,837}
Other opesating axpenses paid {19, 480.838) {11,558 300)
Incame laz paid {18.BBE105)  {11.587.801)
Cash fiows from operating aclivities before changes
in eperating assets and Babilities 65,561,236 38,118,115
Nel fincrease) / decrosse in
= dus froem ather banks {122,354 023} (136,791 3¢
= laznd and advarces lo qustomars, including finance lease
receivables (B8 165 400) 16.211.07)
- alher assely 2121811 40,530 425
Nl increase f (cacrease) sy
= dhutr 19 eiher banks (17878671} (67,342 566)
= Cusiomer acsounls (82,427 526] 263566 188
- oiher habilties {3923) {&0,335)
Met cash [used) [ from operaling activities (224,050,588) 130,131,278
Cash Nows from Investing activities
Azpussilion of premies, equipment #nd irtangibie assats (832811} 19.065,782)
et cash used in investing activities (932811} {9,065,702)
Cash flows from Mnancing activities = i
ot cash used in Tnancing activities " 3
Effect ol exchange rate changes ¢n cash and cash equivalents 1. 727,612,725 10,017,771
Nel increase In cash and cash equivalents 1,802,829,330 131,383,155
Cash and cash egunvalents at the beginning of 1he year T 1,827 140,727 1705757 4E2
Cash and cash eguivalents at the end of the year T JAT9ETO08T 1 82TA40,TIT
MNor-caan invastmen| aciteles - redassifcation fxed sssels as invesimant
propsry 2,762 048 -
Nen-cash investing aclivilies - acquisition of premises, equipmend
and intangibla asseis - 21,886,189

Tha netas sel aul an pages 5 te 4% form an inlegral part of inese fnancial statements.



