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INDEPENDENT AUDITOR’'S REPORT

To: Shareholders and the Council of Joint Stock Innovation Commercial Bank “Ipak Yuli”
Opinion

We have audited the financial statements of Joint Stock [nnovation Commercial Bank “Ipak Yul" (“the Bank™),
which comprise the statement of financial position as at 31 December 2020, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and notes {o the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Bank as at 31 December 2020, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with Internationa! Standards on Auditing (“ISAs"). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Bank 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 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 audit
opinion.

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. The below matter was addressed in the context of our audit of the

financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
this matter.

YWhy the matier was determined to he g key
audit matler

How the matier was addressed in the audit

Assessment and measurement of expected credit
fosses on Joans to customers

As at 31 December 2020, Iloans to customers
amounted to UZS 4,780,397 million, net of expected
credit losses of UZS 266,477 million.

For loans assessed on a collective basis, the
impairment models incorporate assumptions on
probabilities of default (PD), loss given default
(LGD), exposure at default (EAD) and estimation of
recoveries, which are inherently judgmental. The
complex ECL models may be misstated due to errors
in the underlying data — incomplete or inaccurate
loan information (maturity dates, outstanding
balances and etc.), incorrect assessment of PD,
LGD, EAD data and inconsistencies of internally

We obtained an understanding of the management's
process relating to assessment and measurement of
expected credit losses on loans to customers.

We assessed reasonableness of the Bank's
assumptions in respect of loans' staging, probabilities of
default and cash flows from defaulted loans, with the
reference to the historical information and market
forecasts. We also analysed the assumption related to
allocation of borrowers in stages after completicn of the
forbearance program period provided to borrowers and
performed the subsequent to year end analysis ("back
testing”) of the repayment of the loans.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL"), its network of member firms,
and their related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”)
does not provide services to clients. Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.

© 2021 "Deloitte & Touche” Audit organization LLC. All rights reserved.
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developed forward-looking information with market
based information.

In response to the COVID-19 pandemic, the Bank
has allowed borrowers to postpone monthly
repayments of interest and/or principal on loans to
later periods (the “forbearance program”). The
implementation of this forbearance program and the
unprecedented uncertainty over the economic
implications created by the pandemic increased the
subjectivity in assessment of ECL on loans to
customers.

For credit-impaired loans to customers (Stage 3), the
ECL are assessed on an individual basis. Significant
judgement is involved in identifying the loan as
defaulted, in estimation of the expected future cash
flows pertaing to that ioan under different scenarios
(potential loan restructuring or sale of collateral).
ECL for loans to customers that are not classified as
credit impaired (Stages 1 and 2) are determined
using collective impairment models with key
parameters including PD and LGD.

Because loans to customers form a major portion of
the Bank's assets, and due to the significance of the
judgments and subjectivity of assumptions used in
classifying loans to customers into varicus stages
stipulated in IFRS 9 and assessing the related
expected losses, this area was determined as a key
audit matter.

Refer to Notes 2, 3 and 8 to the financial statements.

For collectively assessed loans, we analysed the
impairment methodology for its compliance with IFRS @
requirements. We challenged the key assumptions for
probabllity of default and loss given default rates with
the reference to the historical information and market
forecasts. Further, we analysed integrity of the models
and tested accuracy and completeness of input data
used in the models by selecting a sample of loans and
tracing o source documents.

For a sample of collectively assessed loans we
ascettained whether the significant increase in credit
risk had been identified in a timely manner.

For individually assessed loans we analysed
appropriateness of loans' staging by selecting a sample
from these loans and testing whether conditions,
including existence of overdue days, cross-default,
restructuring and other factors for classification into
respective stages were met.

Further, we selected a sample of loans in Stage 3 and
tested the Bank's estimations of cash flows available for
debt servicing from business activities of the borrower
and from the realization of collateral. As part of these
procedures, we challenged the assumptions used for
the estimation of collateral value performed by external
valuation experts and compared estimates to the
external evidence in respect of commercial real estate
prices and other market information.

We evaluated the adequacy and completeness of
disclosures in the financial statements relating to the
loans to customers in accordance with IFRS
requirements.

We found no material exceptions in these tests.

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 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 report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are required
to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance

with International IFRSs, and for such internal control as management determines is necessary to enable the
preparation of the financial statements that are free from material misstatement, whether due to fraud or error.
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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.

Those charged with governance are responsible for overseeing the Bank's financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reascnable 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. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions 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
skepticism throughout the audit. We alsa:

= 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 resulting 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 Bank'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 Bank's ability to continue as a going concern. 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 financial statements or, if such disclosures are inadequate, to modify 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 Bank to cease to continue as a going concern.

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

We communicate with those charged with governance 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 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 relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, 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 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
mmunication.
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License authorizing audit of companies registered
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

Certificate authorizing audit of banks registered by Uzbekistan

the Central bank of the Republic of Uzbekistan
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banks, #6/8 dated 25 January 2021 issued by the
Central bank of the Republic of Uzbekistan

11 June 2021 Director

Tashkent, Uzbekistan “Deloitte & Touche” Audit Organisation LLC



Joint Stock Innovation Commercial Bank “Ipak Yuli”

Statement of Financial Position
as at 31 December 2020
(in millions of Uzbek Soums)

Notes 31 December 31 December
2020 2019
ASSETS:
Cash and cash equivalents 6 1,208,616 1,095,341
Due from banks 7 96,829 243,845
Loans to customers 8,34 4,780,397 3,670,647
Financial assets at fair value through other
comprehensive income 9,34 28,975 26,263
Government bonds 10 293,142 25,303
Current income tax prepayment 12,268 6,396
Deferred income tax asset 27 9,126 -
Intangible assets 1" 19,448 22,510
Property and equipment 11 320,870 184,033
Right-of-use assets 11 35,211 14,133
Other financial assets 12 1,578 707
Other non-financial assets 13,34 94,259 39,021
TOTAL ASSETS 6,900,719 5,328,199
LIABILITIES:
Due to banks 14 118,022 185,785
Customer accounts 15,34 2,970,681 2,065,861
Other borrowed funds 16,34 2,629,808 2,307,418
Lease liabilities 18 38,226 15,152
Deferred income tax liability 27 - 6,941
Other financial liabilities 19 16,677 11,098
Other non-financial liabilities 19 6,524 6,695
TOTAL LIABILITIES 5,779,938 4,598,950
EQUITY:
Share capital 20 534,194 406,413
Share premium 20 130,441 2,660
Retained earnings 435,498 300,033
Revaluation reserve of financial assets
measured at FVTOCI 20,648 20,143
TOTAL EQUITY 1,120,781 729,249
TOTAL LIABILITIES AND EQUITY 6,900,719 5,328,199

44 még o T
of the Manag&ﬁeniﬁoé’rﬁ

1 June 2021
Tashkent, Uzbekistan

2\

11 June 2021

Tashkent, Uzbekistan

ulpan
Chief Accountant

The notes on pages 11-76 form an integral part of these financial statements.



Joint Stock Innovation Commercial Bank “Ipak Yuli”

Statement of Profit or Loss and Other Comprehensive Income
for the year ended 31 December 2020
(in millions of Uzbek Soums)

Notes 2020 2019

Interest income 22,34 817,938 530,832
Interest expense 22,34 (272,934) (175,190)
Net interest income before allowance for

expected credit losses on interest bearing assets 545,004 355,642
Allowance for expected credit losses 6,7,8,10,12 (168,839)  (46,480)
Net interest income 376,165 309,162
Fee and commission income 23,34 230,587 201,210
Fee and commission expense 23,34 (77,579)  (65,441)
Net gain on foreign exchange translation 11,820 20,235
Gains from trading foreign currencies 44,331 38,377
Provision for impairment of other assets 13 (21,001) (912)
Provision for / (Recovery of) credit related commitments 32 (3,544) 7,798
Written put option fair value adjustment 17,34 - 18,688
Other income 24 1,462 5172
Administrative and other operating expenses 25,34 (329,523) (267,356)
Dividend income 26 2,840 3,968
Profit before income tax 235,558 270,901
Income tax expense 27 (46,851)  (43,202)
Net profit for the year 188,707 227,699
Other comprehensive income for the year:
Iterns that will not be subsequently reclassified to profit or loss:
Fair value gain on financial assets at FVTOCI (equity securities) 631 7,516
Income tax effect (126) (1,494)
Total other comprehensive income for the year 505 6,022
Total comprehensive income for the year 189,212 233,721
Earnings per share
Basic and diluted earnings per ordinary share

(expressed in UZS per share) 29 422 6.86

On behalf of the Mangdgement Board:

Saidabror
Chairman

Chief Accountant

11 Jung 2021

11 June 2021
Tash nt, Uzbekistan

Tashkent, Uzbekistan

The notes on pages 11-76 form an integral part of these financial statements. 8



Joint Stock Innovation Commercial Bank “lpak Yuli”

Statement of Changes in Equity
for the year ended 31 December 2020
(in millions of Uzbek Soums)

Notes Share Share Retained Revaluation Total
capital premium  earnings reserve of equity

financial

assets

measured

at FVTOCI
As at 31 December 2018 282,773 2,660 202,481 14,121 502,035
Net profit for the year - - 227,699 - 227,699
Other comprehensive income - - - 6,022 6,022
Total comprehensive income for 2019 - - 227,699 6,022 233,721

Share issue:
- ordinary shares - dividends capitalised 20 123,633 - - - 123,633
- preference shares - dividends capitalised 20 7 - - - 7
Dividends declared - ordinary shares 28 - - (130,140) - (130,140)
Dividends declared - preference shares 28 - - (7) - (7)
As at 31 December 2019 406,413 2,660 300,033 20,143 729,249
Net profit for the year - - 188,707 - 188,707
Other comprehensive income = - % 505 505
Total comprehensive income for 2020 - - 188,707 505 189,212
Share issue:

- ordinary shares 20 127,781 127,781 - 255,562
Dividends declared - ordinary shares 28 - - (53,240) - (53,240)
Dividends declared - preference shares 28 - - (2) - (2)
As at 31 December 2020 534,194 130,441 435,498 20,648 1,120,781

On behalf of the Maagement Board:

ulpano
Chief Accountant

11 June 2021
Tashkent, Uzbekistan

ashkent, Uzbekistan

The notes on pages 11-76 form an integral part of these financial statements. 9



Joint Stock Innovation Commercial Bank “Ipak Yuli”

Statement of Cash Flows
for the year ended 31 December 2020
(in millions of Uzbek Soums)

Notes 2020 2019
Cash flows from operating activities
Interest received 760,662 522,332
Interest paid (263,477) (158,990)
Fee and commission received 232,556 201,015
Fee and commission paid (75,687) (63,866)
Income received from trading in foreign currencies 44,331 38,377
Other income received 1,106 4,134
Staff costs paid (199,389) (162,834)
Administrative and other operating expenses paid (90,370) (82,361)
Income tax paid (68,916) (46,737)
Cash flows from operating activities before changes in
operating assets and liabilities 240,816 =, 070
Net (increase) / decrease in:
- due from banks 149,384 (44,040)
- loans to customers (1,243,711) (1,034,820)
- other non-financial assets (9,194) 272
Net increase/(decrease) in:
- due to banks (68,211) 75,167
- customer accounts 902,067 205,017
- debt securities in issue - (4,000)
- other financial liabilities (767) 215
- other non-financial liabilities 54 (6,241)
Net cash from / (used in) operating activities 70,438 (557,360)
Cash flows from investing activities
Purchase / (Redemption) of financial assets
at fair value through other comprehensive income 2 (250819 28,024
Purchase of Government bonds (262,664) (25,394)
Purchase of premises, equipment and intangible assets 11,13 (203,234) (77,592)
Proceeds from disposal of premises and equipment 11,24 1,982 2,146
Dividend income received 2,840 3,968
Net cash used in investing activities (463,157) (68,848)
Cash flows from financing activities
Proceeds from other borrowed funds 783,578 1,118,158
Repayment of other borrowed funds (442,175) (321,316)
Proceeds from subordinated debt - 31,627
Repayment of subordinated debt 16 (31,627) -
Repayment of subordinated deposit 16 (4,000) (8,340)
Issuance of ordinary shares 20 255,562 -
Dividends paid 28 (51,964) (7,030)
Settlement of written put option 17 - (87,086)
Repayment of lease liabilities (9,337) (3,821)
Net cash from financing activities 500,037 722,192
Effect of exchange rate an cash and cash equivalents 5,882 7,798
Effect of expected credit lgss 75 (61)
Net increase in cash ar’?ﬁ?ﬂ equivalents 113,275 103,721
Cash and cash equivalefits 4t the beginning of the year 6 1,095,341 991,620
Cash and cash equivalef}s at the end of the year 1,208,616 1,095,341
Non-cash transa%p%_ 2020 2019
Capitalization of fi¥ifiends: ~ - 123,640
Do
ccountant _
11 June 2021
Tashkent, Uzbekistan
The notes on pages 11-76 form an integral part of these financial statements. 10
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