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Joint Stock Commercial Mortgage Bank “Ipoteka Bank” and its subsidiaries

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND APFROVAL OF THE
CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2019, 2018 AND
2017

Management is responsible for the preparation of the consolidated financial statements that present fairly the
financial position of JSCMB “Ipoteka Bank” {“the Bank") and its subsidiaries (callectively — “the Group”) as at 31
December 2019, 2018 and 2017 and the related consolidated statement of profit or loss and other comprehensive
income, changes in equity and cash flows for the years then ended, and of significant accounting policies and
notes to the consolidated financial statements (“the consolidated financial statements”) in compliance with
International Financial Reporting Standards ("IFRS")},

In preparing the consolidated financial statements, management is responsible for:

Properly selecting and applying accounting policies:
Presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information:

. Providing additional disclosures when compliance with the specific requirements in IFRSs are insufficient
to enable users to understand the impact of particular transactions, other events and conditions on the
Group’s financial position and financial performance: and

. Making an assessment of the Group's ability to continue as a going concern,

Management is also responsible for:

. Designing, implementing and maintaining an effective and sound system of internal controls, throughout
the Group;
. Maintaining adequate accounting records that are sufficient to show and explain the Group's transactions

and disclose with reasonable accuracy at any time the consolidated financial position of the Group, and
which enable them to ensure that the consolidated financial statements of the Group comply with IFRS:

. Maintaining statutory accounting records in compliance with legislation and accounting standards of the
Republic of Uzbekistan:

. Taking such steps as are reasonably available to them to safeguard the assets of the Group; and

. Preventing and detecting fraud and other irreqularities.

The consolidated financial statements of the Group for the years ended 31 December 2019, 2018 and 2017 were
approved by the Management Board on 30 September 2020,

e .ll.lrr
{

Shukhrat A.tahaa"ﬂ' E|!I||'Qr Mormetoy — —
Chairman of the Board Chief Accountant
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Joint Stock Commercial Mortgage Bank “Ipoteka bank”

Opinion

We have audited the consclidated financial statements of Joint Stock Commercial Maortgage Bank "lpoteka
bank” { "the Bank”) and its subsidiaries (“the Group”), which comprise the consolidated statement of financial
position as at 31 December 2019, 2018 and 2017, the consolidated statement of profit or loss and ofher
comprehensive income, consolidated statement of changes in equity and consolidated staterment of cash flows
for the years then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2019, 2018 and 2017 and its consolidated
financial performance and its consolidated cash flows for the years then ended in accordance with International
Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (I5As). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consalidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants {the
“IESBA Code") together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in the Republic of Uzbekistan, and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

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

r

Why the matter was determined to be a key audit
matter

Assessment and measurement of expected credit
losses ("ECL") on loans and advances to customers

As at 31 December 2018, the loans and advances to
customers amounted to UZS 19,839,756 million, net of
allowance for ECL of UZS 541,986 milion assessed
on a collective and individual basis,

The collective assessment of ECL involves the risk of
inappropriate application of assumptions in the
parameters of ECL model, such as significant increase
in credit risk ("SICR"), probability of default, loss given
default rates and exposure at default, and the risk of
inadequate input data, including internally generated
historical data and its inconsistency or lack of
adjustment for market based forward-looking
information. Defining the criterion that appropriately
reflect the signs of SICR is one of the key areas of
judgement.
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How the matter was addressed in the audit

We obtained an understanding of the credit risk
management processes and ECL assessment
and measurement, including identification of
events leading to significant increase in credit risk
and events of default. We analysed the
methodologies for consistency with IFRS 9
requirements.

To test the appropriateness of staging of loans,
we identified the key criterion that drive the
staging of loans and, for a sample of loans, we
have challenged the Group's staging and whether
relevant impairment events had been identified
on a timely manner, such as delinquency of
interest or principal, existence of litigation cases,
restructuring events and certain  financial
performance indicators in order to evaluate
whether the loans were appropriately classified to
the raspective stage,
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Individual assessment of ECL is dependent on the
accuracy of impairment staging that reflects the
magnitude of credit risk increase based on the
estimation of the expected future cash flows related to
individual balances. Management applies significant
judgements in determining the inputs to be used in the
impairment loss models.

Due to the significance of the balances of the loans
and advances to customers, the risks associated with
the implementation of the impairment model and the
complexity of management's judgements applied in
measuring the ECL, we identified impairment of loans
as a key audit matter.

Refer to Notes 3 and 10 to the consolidated financial
statements for the description of the Group's policy on
the calculation of ECL and disclosure of related
balances, respectively.

Liguidity and Going concern principle

MNotes 3 and 20 fo these consolidated financial
statements describe the details of the Group's non-
compliance with certain financial covenants stipulated
in the long-term loan agreements signed between the
Government of Uzbekistan ("the Government” or “the
Ministry of Finance") and the Bank as requested by the
Asian Development Bank (ADB). As a result, the
Ministry of Finance of Uzbekistan has the right to
request the Group to accelerate the repayment of the
funds they advanced for the total amount of UZS
309,386 million.

The managemeant has, therefore, classified these
borrowings within "Less than 3 months” profile in the
liquidity disclosure (Note 32),

The Bank has concluded that the going concern basis
remains appropriate according to the aclions taken
and plans as described in Mote 3. In reaching such
conclusion, the Group has considered the continued
support by the Government and commitment of ADB
to the projects being financed, its strategic role as a
government arm in the economy of Uzbekistan and its
ability to take mitigating actions if and when required.

Due to a direct impact of the covenant breach on the
liquidity and financial position of the Group and
pervasiveness of the conclusion on appropriateness of
the going concern assumption on the financial
statements, this area is determined as a key audit
matler.

For the collective assessment models, we
analysed the key assumptions used in assessing
the probability of default and loss given default
with reference to historical information on
incurred credit losses, including statistics for
recoveries of loans.

We tested the accuracy and completeness of the
models’ source data, such as loans and advances
balances and their allocation by days in arrears.
We checked the calculation of ECL for
arithmetical accuracy.

For individually significant loans, we tested the
appropriateness of the amount of allowance
recognized as at the reporting date by re-
performing the calculations on a sample basis for
individually significant loans in stage 3, including
reviewing the Group's documented credit
assessment of the borrowers, challenging
assumptions underlying ECL calculation, such as
future cash flow projections and the valuation of
collateral held, agreeing key assumptions to
supporting documents,

We assessed the accuracy and completeness of
the disclosures in the financial statemeants.

We reviewed management's analyses of liquidity
risks, covenants compliance and evaluated
reasonableness of going concern assumption by
challenging management's judgments and
conclusions. We challenged the Group's
assumptions in respect of its strategic role in
governmental programs, commitment by ADE to
continue financing the projects and continuing
financial support by the Government.

We obtained understanding of the management's
remediation plan related to covenants
compliance, including understanding of the
measures that will be taken by the management
lo achieve the target indicators in the forecast
period

To obfain understanding of significant avents
related to the going concern and compliance of

financial covenants in accordance  with
agreaments  with  creditors, we checked
management board and Council meeting
minutes.

We analyzed the sources of planned funding from
local and international financial institutions and
checked the status of negotiating and agreeing
the terms of financing.

We assessed the Group's ongoing support from
the Government and performed the following

proceduras:
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- reviewed the Group’s participation in the
strategically important State programs and
checked supporting documentation an eligibility
for Government's financing;

- reviewed the Government's plan for the Bank's
share capital injections, checked the progress
and reviewed relevant supporting
documentation

In order to understand the creditor's position we

also;

- reviewed key loan agreements with regards to
the risk of non-compliance with covenants and
checked loan covenants calculations:

- reviewed formal letters received from the
Government and ADB,

We checked appropriateness and completeness
of the disclosures made in the consolidated
financial statements in respect of going concern.

Other Information — Annual Report

Management is responsible for the other information. The other information comprises the information included
in the Annual report, but does not include the consolidated financial statements and our auditor's report
thereon. The Annual report is expected to be made available to us after the date of this auditor's repart.

Qur opinion on the consolidated financial statements does not cover the other information and we do not
exprass any form of assurance conclusion thereon

In connection with our audit of the consolidated financial statements. our responsibility is to read the other
information and, indoing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this
regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with International Financial Reporting Standards ("IFRSs"), and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group'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 Group or to cease
operations, or has no realistic alternative, but to do so,

Those charged with governance are responsible for overseeing the Group's financial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditar'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 ISAs will always detect a material misstatement when it exists. Misslatements
can arise from fraud or error and are considered material if, individually or in the aggregale, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial staterments,
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 resulting from fraud is higher than for one rasulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal conftrol,

. 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 Group'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 appropriateness 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 Group's ability to continue as a going concemn, If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to medify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group to cease to continue as a
aoing concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, ameng 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 also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all refationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safequards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period, and are
therefore the key audit matters. We describe these matters in our auditor's repart unless law or regulation
precludes public disclosure about the matter or when, in extramely rare circumstances, we determine that a
matter should not be communicated in ou I PeF ¥asguse the adverse consequences of doing so would
1 enefits of such communication.

balicl alified Auditor/Engagement Partner
by the Ministry of Finance of the Republic of Auditor qualification certificate authorizing audit of
Uzbekistan under #00776 dated 5 April 2019 companies, #04830 dated 22 May 2010 issued by the
Ministry of Finance of the Republic of Uzbekistan
Certificate authorizing audit of banks registered by
the Central bank of the Republic of Uzbekistan Auditor qualification certificate authorizing audit of
under #3 dated 14 October 2013 banks, #6/8 dated 30 June 2015 issued by the Central
bank of the Republic of Uzbekistan

30 September 2020 Diractor
Tashkent, Uzbekistan “Deloitte & Touche" Audit Organisation LLC




Joint Stock Commercial Mortgage Bank “Ipoteka Bank" and its subsidiaries
Cnnsoffdataq‘ Statement of Financial Position as at 31 December 2019, 2018 and 2017

Motes 31 December 31 December 31 December

In millions of Uzbekistan Soums 2019 2018* 2017*
ASSETS
Cash and cash equivalents A 2,630,173 1,315,362 1,374,001
Due from other banks a 845,018 508,224 1,249,251
Loans and advances to customers 10 19,839 756 17,598,212 10,563,180
Debt securities of the Government of the Republic of

Uzbeakistan 11 131,149 154,610 -
Financial assels at fair value through other comprehensive

income 12 6.572 5,784 -
Investmenl securities available for sale 12 - - 5,821
Investment in associates 13 1,964 2,240 2,300
Fremises, equipment and intangible assels 14 276,601 164,921 138,300
Current income tax prepayment 8 B78B 18
Deferred income tax assel 28 57,451 33,534 9,294
Other financial asseis 15 5,210 1,211 17.515
Other non-financial assets 16 51,076 26,374 23,880
TOTAL ASSETS 23,844.978 19,831,350 13,383,650
LIABILITIES
Due to other banks 17 284,533 - 160
Customer accounts 18 7,935 719 7,080,686 5,648 433
Debt sacurities in issue 19 14,850 9,934 12,797
Borrowings from government, state and international

financial instilutions 20 11,530,321 11,067,373 6,303,874
Other borrowed funds 21 425,905 - -
Other financial liabilities 22 53,050 13,500 9,862
Other non-financial liabilities 22 52,445 47,732 44 498
TOTAL LIABILITIES 20,296,823 18,219,225 12,019,624
EQUITY
Share capital 23 2815810 983,979 Bdd 421
Share subscription reserve 23 - 124,723 109,477
Share premium 23 - 754 754
Share capital reserve 23 90,656 60,873 31,428
Relained earnings 644 542 443,726 268,472
Revaluation reserve of financial assets at fair value

through other comprehensive income (225) (731) -
Net assets attributable to the Bank's owners 3,550,783 1,613,324 1,354,552
Mon-controlling interest as (2,628) (1,199) 9,474
TOTAL EQUITY 3,548,155 1,612,125 1,364,026
TOTAL LIABILITIES AND EQUITY 23,844,978 19,831,350 13,383,650

*See Note 6 for details.
Appro for issue and signed on behalf of the Management Board on 30 Seute?ber 2020.

Shukhrat Atabaey Elyor Normetov ~ */7
Chairman of the Board Chief Accountant

The notes set out on pages 7 to 97 form an integral part of these consalidated financial statemants. 1




Joint Stock Commercial Mortgage Bank “Ipoteka Bank” and its subsidiaries
Consolidated Statement of Profit or Loss and Other Comprehensive Income for the years ended
31 December 2019, 2018 and 2017

In miliions of Uzbekistan Soums Notes 2019 2018 2017
Interest income 24 1,952,784 1,224,371 oB2 492
Interest expense 24 (217.558)  (577,354)  (284,911)
Net interest income before provision for credit losses 1,035,225 647,017 297,581
Charge for credit losses on loans and advances to customers 7 {274,858) (95,581) {45,236)
MNet interest income 760,369 551,436 252,345
Fee and commission income 25 255,425 216,187 205,201
Fee and commission expense 25 (47,748) (38,346) (34,506)
MNet gain/(loss) from trading in foreign currencies 16,727 (1,075) 59,536
Met gain from foreign exchange translation 20,070 10,533 206,991
Dividend incoma 181 961 482
Impairment losses on non-financial assets 14,16 - {25,659) -
Impairment (charge) / recovery on other financial assets and

contingencies 7 (5,774) 1,023 {3,071)
Other operating income 26 3,127 14,592 10,906
Administrative and other operating expenses 27 (619.401) (503,558) (391,363)
Share of result of associates 13 (276) {60} -
Profit before tax 410,700 226,034 306,521
Income tax expense 28 (71,682) (48,329) (25,570
NET PROFIT FOR THE YEAR 339,018 177,705 280,951
Profit attributable to:
- Owners of the Bank 339,219 190,103 202,349
- Mon-controlling interest (201) (12,398) {1,398)
NET PROFIT FOR THE YEAR 339,018 177,705 280,951
ftems that will not be reclassified subsequently to

profif or loss:

Fair value adjustment on financial assets at fair

valua through other comprehensive income 656 {173) -

Tax effect 28 (150) 38 -
Total other comprehensive income / (loss) for the year 506 {135) -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 339,524 177,570 280,951
Total comprehensive income attributable to:
- Dwners of the Bank 339,725 189,968 282 349
- Non-controlling interest a5 (201) {12,398} (1,398)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 339,524 177,570 280,951
Basic and diluted earnings per ordinary share in UZS 20 0.27 0.19 0.59

J -

S
Approved for issue and signed on behalf of the Management Board on 30 Septem?er 2020.
i £ .l'l

; i
Shuk‘fﬂrat'htabaeﬁ Elyor Normetov ~_ /]
Chairman of the Board Chief Accountant /

The notes set out on pages 7 to 97 form an inlegral part of these consalidated financial statements, 2
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Joint Stock Commercial Mortgage Bank “Ipoteka Bank”
Consolidated Statement of Cash Flows for the years ended 31 December 2019, 2018 and 2017

In millions of Uzbekistan Soums Notes 2019 2018* 2017
Cash flows from operating activities
Interest received 1,802,701 1,065,978 531,837
Interest paid (890.055) {515,064) {294,387
Fees and commissions received 250,508 217,505 216,526
Fees and commissions paid {47 748) (38, 346) {34,506)
Met gain from trading in foreign currencies 18,727 13,511 44 404
Other operating income received 30,736 14,105 10,808
Stafl cosis paid {428,668) (303,084) {234,765)
Administrative and other operaling expenses pald {145,233) [175.237) 1109, 082)
Income tax paid {1,519} {387) (3
Cash flows from operating activitles before changes

in operating assets and liabilities GBT 447 278,072 130,920
Mel {Increase) | decrease in due from ofher banks {310,957) T42 588 {164,733)
Met increase in loans and advances to cusiomers {4,551,544) (56,880 735) (2.881.691)
Mel decrease in other financial assels 28,664 14,208 -
Met increase n other non-financial assets {2.803) {12,573) (19,856)
Met increase |/ (decreasa) in due 1o other banks 283,471 {160} {256,136)
Met increase in customer accounts 520,612 1,421,704 677,878
Mel (decrease) [ increase in other financizl liabilites {9,258) {103) 7.900
Mel (decrease) | increaze in other non-linancial llabililes {3,171} 5,878 8,063
Met cash used in operating activities {3,357,539) (4,440,127) {2,596,754)
Cash flows from investing activities
Purchase of premises, equipment and intanglble assels 194, 808) (B7.106) (61,013)
Proceeds from disposal of premises, equipment and

inlangible assets 8,381 1,628 64
Proceads from properly for resale - - 13,362
Purchase of financial assels al fair valee through other

comprehensive income {132) {81} -
Purchase of invesimenl securilies avalable for sale - - {3,409)
Purchase of associales (incorporation) - (2,300}
Purchase of debl securities of the Govemment of the Republic

of Uzbekislan [375,848) {155,569)
Proceads from deb! securitias of the Government of the

Republic of Uzbekistan 402 8925 - -
Dividend income received 181 061 482
Met cash used in investing activities {62,299) {240,987) {52,004)
Cash flows from financing activities
Issue of ordinary shares 202 456 542,069
Procesds from borrowings from govermment, state and

international financial instilutions 32 5,049,674 4,984 355 2120013
Repaymenl of barrowings from government, state and

international financial instilutions 32 (591,2449) {437.602) (212,129)
Proceads from issue of deld securities az 7.750 5.750 -
Raepayment of debl securities in issue 32 {2.900) 18,500} {15,600)
Dividends paid 30 (111,457) {56,860} {23 485)
Share (decrease lincrease in subsidiaries

non-controling infarest {1,228) 1,725 BE72
Proceeds from stock subscription B840 126,357 109,477
Mot cash from financing activities 4,644 196 4,625,225 2,529,037
Effect of exchange rate changes on cash and cash

equivalents 90,453 (2,840) 962,381
Net Increase | (decrease) in cash and cash equivalents 1,314,811 (58,729) 842 660
Cash and cash equivalents al the beginning of the year 1,315,362 1,374,091 531,43
Cash and cash equivalents at the end of the year 8 2,630,173 1,315,362 1.374,091
Nen-cash transactions
Transler of loans funded by UFRD 3707 454 - -
Conversion of debi into equily by the sharehalder 23 1,353,924 - -
Litllization of share subscription and share capital reserves to

Increase share capifal 185,441 130,658 -
Repossassed assels 7,348 - -

‘Sea Note & for details.
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Approvefl for issue and signed on behalf of the Management Board on 30 Seplemﬁu?ﬁzt}.
=

Shukhral Atabaev

[ Elyor Normetoy ~ /
Chairman of the Board

Chief Accountant |
/

The notes set oul on pages 7 1o 97 form an integral part of these consclidated financial statements. 51
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