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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK
COMMERCIAL BANK OJSCB “UZPROMSTROYBANK”

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

The following statement, which should be read in conjunction with the independent auditors’ responsibilities
stated in the independent auditors’ report set out on page 3, is made with a view to distinguishing
the respective responsibilities of management and those of the independent auditors in relation to the
consolidated financial statements of “Uzbek Industrial and Construction Bank” Open Joint-Stock
Commercial Bank OJSCB “UZPROMSTROYBANK?™ (the “Bank™) and its subsidiaries (the “Group”).

Management is responsible for the preparation of the consolidated financial statements that present fairly the
consolidated financial position of the Group as at December 31, 2011, the results of its operations, cash
flows and changes in equity for the year then ended, in compliance with International Financial Reporting
Standards (“IFRS”).

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

e properly selecting and applying accounting policies;

e presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

e 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 consolidated financial position and financial performance; and

e making an assessment of the Group's ability to continue as a going concern.

Management is also responsible for:

e Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Group;

e 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;

e Maintaining statutory accounting records in compliance with the legislation of the Republic of
Uzbekistan;

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

e Detecting and preventing fraud, errors and other irregularities.

The consolidated financial statements for the year ended December 31, 2011 were authorized for issue by
the Management Board of the Group on March 30, 2012.

On behalf of the Management ¢
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Abdurasul N. Abdullaev Saidkamol S.\K.l%()dja »
Chief Accountan

Chairman of the Board
March 30, 2012

Tashkent, Uzbekistan

March 30, 2012
Tashkent, Uzbekistan
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INDEPENDENT AUDITORS' REPORT

To: the Shareholders and the Council of “Uzbek Industrial and Construction Bank” Open Joint-Stock
Commercial Bank OJSCB “UZPROMSTROYBANK”

We have audited the accompanying consolidated financial statements of “Uzbek Industrial and
Construction Bank” Open Joint-Stock Commercial Bank OJSCB “UZPROMSTROYBANK” (the
“Bank™) and its subsidiaries (the “Group™), which comprise the consolidated statement of financial
position as at December 31, 2011, and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the financial
position of the Group as at December 31, 2011, and its financial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Degoifﬁe 2 Tau che

March 30, 2012
Tashkent, Uzbekistan

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee,
and its network of member firms, each of which is a legally separate and independent entity. Please see
www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its
member firms. Please see www.deloitte.com/ru/about for a detailed description of the legal structure of Deloitte CIS.

Member of Deloitte Touche Tohmatsu Limited



“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK
COMMERCIAL BANK OJSCB “UZPROMSTROYBANK?”

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2011
(in thousands of Uzbek Soums, except for earnings per share which are in Uzbek Soums)

Year ended Year ended
December 31, December 31,
Notes 2011 2010

Continuing operations
Interest income 6,29 137,096,541 107,397,094
Interest expense 6,29 (52,947.801) (62,450,920)
NET INTEREST INCOME BEFORE PROVISION FOR

IMPAIRMENT LOSSES ON INTEREST BEARING

ASSETS 84,148,740 44.946,174
Provision for impairment losses on interest bearing assets 7,29 (51,276,622) (16.019,209)
NET INTEREST INCOME 32,872,118 28,926,965
Net gain on foreign exchange operations 8 6,289,126 4,376,180
Fee and commission income 9,29 88,180,566 67,421,143
Fee and commission expense 9 (13,005,958) (13,578,479)
Losses on initial recognition of assets at rates below market 16 (3,396,678) (772,870)
Share of results from associates 309,603 329,205
Provision for impairment losses on other operations 7 (1,666,655) (1,495,714)
Dividend income 2,208,124 2,226,276
Other income, net 10 2,862,472 998,327
NET NON-INTEREST INCOME 81,780,600 59,504,068
OPERATING INCOME 114,652,718 88,431,033
OPERATING EXPENSES 11 (93,128,604) (73,206,496)
PROFIT BEFORE INCOME TAX 21,524,114 15,224,537
Income tax expense 12 (5,369,860) (2,531,656)
PROFIT FOR THE PERIOD FROM CONTINUING
OPERATIONS 16,154,254 12,692,881
Discontinued operations
Profit for the period from discontinued operations 45,741
NET PROFIT FOR THE PERIOD 16,199,995 12,692,881
Eamings per share, basic (expressed in UZS per share) 13 261 245

Abdurasul N. Abdullaev Saidkamol S. Khodjae

Chairman of the Board Chief Accountant

March 30, 2012
Tashkent, Uzbekistan

March 30, 2012
Tashkent, Uzbekistan

The notes on pages 10-67 form an integral part of these consolidated financial statements.
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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK
COMMERCIAL BANK OJSCB “UZPROMSTROYBANK?”

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2011
(in thousands of Uzbek Soums)

NET PROFIT FOR THE PERIOD

Other comprehensive income
Unrealized gain/(loss) on investments available-for-sale
Income tax relating to components

of other comprehensive income

OTHER COMPREHENSIVE INCOME AFTER INCOME TAX

TOTAL COMPREHENSIVE INCOME

On behalf of the Management Board:

Abdurasul N. Abdullaev |
Chairman of the Board

March 30, 2012
Tashkent, Uzbekistan

Year ended Year ended
December 31, December 31,
2011 2010
16,199,995 12,692,881
389,512 (81,595)
(58,427) 12,241
331,085 (69,354)
16,531,080 12,623,527

Saidkamol S. Khodjaey’ \
Chief Accountant

March 30, 2012
Tashkent, Uzbekistan

The notes on pages 10-67 form an integral part of these consolidated financial statements.
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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK

COMMERCIAL BANK OJSCB “UZPROMSTROYBANK?”

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2011
(in thousands of Uzbek Soums)

December 31,

December 31,

Notes 2011 2010
ASSETS:
Cash and Balances with the Central Bank of the
Republic of Uzbekistan 14,29 323,770,703 248,970,393
Due from banks 15,29 670,392,376 153,454,290
Loans to customers 16,29 2,271,309,690 1,405,194,520
Investments available-for-sale 17,29 21,466,299 24,184,618
Investments in associates 18,29 4,360,133 4,052,268
Property, equipment and intangible assets 19 89,887,948 40,297,466
Investment property 20 - 857,410
Deferred income tax assets 12 3,503,194 3,000,726
Assets classified held for sale 22 34,179,672 18,002,895
Other assets 21 10,125,238 6,063,433
TOTAL ASSETS 3,428,995,253 1,904,078,019
LIABILITIES AND EQUITY
LIABILITIES:
Due to banks 23,29 112,656,546 100,982,901
Customer accounts 24,29 1,713,485,621 1,027,029,767
Other borrowed funds 25,29 1,390,817,903 620,015,493
Liabilities directly associated with assets classified
as held for sale 22 266,722 -
Other liabilities 26 17,133,842 3,646,228
Total liabilities 3,234,360,634 1,751,674,389
EQUITY:
Share capital 27 161,227,616 136,972,616
Treasury shares (6,602,344) (12,445,354)
Investments available-for-sale fair value reserve 1,295,380 964,295
Retained earnings 38,713,967 26,912,073
Total equity 194,634,619 152,403,630

TOTAL LIABILITIES AND EQUITY

3,428,995,253

1,904,078,019

On behalf of the Management Board:

A

H V-
Abdurasul N. Abdullaev Saidkamol SN
Chairman of the Board Chief Accounta

March 30, 2012
Tashkent, Uzbekistan

The notes on pages 10-67 form an integral part of these consolidated financial statements.
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March 30, 2012
Tashkent, Uzbekistan
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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK

COMMERCIAL BANK OJSCB “UZPROMSTROYBANK”

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011
(in thousands of Uzbek Soums)

Notes

CASH FLOWS FROM OPERATING ACTIVITIES:
Interest received
Interest paid
Fee and commission received
Fee and commission paid
Other operating income received
Staff costs paid
Administrative and other operating expenses paid
Income tax paid

Cash flows from operating activities before changes in
operating assets and liabilities

Changes in operating assets and liabilities:

Increase in minimum reserve deposits with the Central Bank of the
Republic of Uzbekistan

Net (increase}/decrease in due from other banks

Net increase in loans and advances to customers

Net increase in other assets

Net increase/(decrease) in due to other banks

Net increase in customer accounts

Net increase/(decrease) in other liabilities

Net cash (outflow)/inflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments available-for-sale

Proceeds from sale and redemption of investments available-for-sale
Purchase of property, equipment and intangible assets

Proceeds on sale of property, plant and equipment

Dividend income received

Net cash outflow from investing activities

Year ended Year ended
December 31, December 31,
©2011 2010
142,086,096 101,293,979
(54,743,038) (63,921,533)
88,481,806 66,771,369
{13,005,958) (13,578,479
2,360,004 998,327
(47,162,103) (386,561,254)
(37,705,136) (30,215,520)
(3,376,131) (2,500,039)
76,935,540 20,286,850
(12,671,885) (39,532,303)
(67,248.,694) 186,950
(944,559.669) (163,816,275)
(5,656,093) (8,259,174)
21,848,707 (40,151,676)
702,409,591 266,301,417
5,378,836 {93,757)
(223,563,667) 34,922,032
(2,269,672) (8,048,362)
5,273,298 (1,694,392)
(57,664,826) (13,984,618)
2,228,400 2,756,855
2,209,862 2,226,276
(50,222 938) - (18,744,241)

The notes on pages 10-67 form an integral part of these consolidated financial statements.
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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK

COMMERCIAL BANK OJSCB “UZPROMSTROYBANK?”

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2011
(in thousands of Uzbek Soums)

Notes Year ended Year ended
December 31, December 31,
2011 2010
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issue of share capital 24,255,000 -
Dividends paid (4,389,865) (3,785,550)
Proceeds from other borrowed funds 816,461,014 149,244,556
Repayment of other borrowed funds (45,222,478) (27,096,161)
Treasury shares sold 5,843,010 -
Treasury shares purchased - (12,445.354)
Net cash inflow from financing activities 796,946,681 105,917,491
Effect of changes in foreign exchange rate on cash and
cash equivalents 424,834 525,097
NET INCREASE IN CASH AND
CASH EQUIVALENTS 523,584,910 122,620,379
CASH AND CASH EQUIVALENTS, beginning of year 14 247,412,476 124,792,097
CASH AND CASH EQUIVALENTS, end of year 14 770,997,386 247.412,476
On behalf of the Management
AVt
Abdurasul N. Abdullaev Saidkamol S>Khodjae
Chairman of the Board Chief Accountan
March 30, 2012 March 30, 2012
Tashkent, Uzbekistan Tashkent, Uzbekistan

The notes on pages 10-67 form an integral part of these consolidated financial statements.
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“UZBEK INDUSTRIAL AND CONSTRUCTION BANK” OPEN JOINT-STOCK
COMMERCIAL BANK OJSCB “UZPROMSTROYBANK?”

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

'FOR THE YEAR ENDED DECEMBER 31, 2011

(in thousands of Uzbek Soums, unless otherwise indicated)

ORGANISATION

“Uzbek Industrial and Construction Bank™ Open Joint-Stock Commercial Bank OJSCB
“UZPROMSTROYBANK? (the “Bank™) is an open joint-stock commercial bank incorporated in the
Republic of Uzbekistan in 1991. The Bank's principal business activity is commercial and retail banking
operations within the Republic of Uzbekistan, as well as foreign exchange dealing on international foreign
currency markets. The Bank was granted its new banking licence #17 issued by Central Bank of the
Republic of Uzbekistan (“CBU”) on 25 January 2003 and license for foreign currency operations # 1 on 29
January 2005.

The Bank participates in the state deposit insurance scheme, which was introduced by Law of the Republic
of Uzbekistan #360-II “Insurance of Individual Bank Deposit” dated April 5, 2002. On November 28,
2008, the President of the Republic of Uzbekistan issued the Decree #VII-4057 stating that in case of the
withdrawal of a license of a bank, the State Deposit Insurance Fund guarantees repayment of 100% of
individual deposits regardless of the deposit amount.

A significant portion of the Bank’s activities are related to its role as a government agent in allocating
centralised resources of the government to the strategic industries of economy such as oil and gas, power
industry, chemicals, manufacturing and mining. These activities represent a significant part of the Bank’s
assets, funding sources and income generation.

The Bank operates through its Head Office, registered and located in Tashkent, Republic of Uzbekistan,
and 43 branches within the Republic of Uzbekistan (December 31, 2010: 43 branches). The number of the
Bank’s employees as at December 31, 2011 was 3,973 (December 31, 2010: 3,763).

The Bank is a parent company of a banking group (the “Group™) which consists of the following
enterprises consolidated in the financial statements:

The Bank ownership
interest/voting rights, %

Name Country of operation 2011 2010 Type of operation
Asset Invest Trust, LLC The Republic of Uzbekistan 100 100 Consulting
Elite Stars Textile, LLC The Republic of Uzbekistan 100 100 Manufacturing
PSB Industrial Investments, LLC The Republic of Uzbekistan 100 100 Asset management
Capital Invest Finance, LLC The Republic of Uzbekistan - ' 100 Consulting
Quqon Lyuks tekstil, LLC The Republic of Uzbekistan 100 - Manufacturing
Samarkand Aqua line, LLC The Republic of Uzbekistan 100 - Manufacturing

Asset Invest Trust LLC was formed as a limited liability company under the laws of the Republic of
Uzbekistan on September 30, 2010. The company’s principal activity is consulting services.

Elit Stars Textile was formed as limited liability cdmpany under the laws of the Republic of Uzbekistan

~on March 22, 2011 on the basis of protocol of Cabinet of Ministries of the Republic of Uzbekistan # 02-1-

97 dated November 12, 2010. As at December 31, 2011, the investment in new established company was
in the amount of UZS 19,700,079 thousand (December 31, 2010: nil). The company’s principal activity
will be production of textile goods.

10
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PSB Industrial Investments LLC was formed as limited liability company under the law of the Republic of
Uzbekistan on February 10, 2009. As at December 31, 2011, the investment in this subsidiary is in the
amount of UZS §,200,000 thousand (December 31, 2010: UZS 612,343 thousand). The company’s
principal activity is the management of the investments of the Group.

Capital Invest Finance LLC, a limited liability company in accordance with the legislation of the Republic
of Uzbekistan, was disposed of during 2011. The company’s principal activity was consulting services. As
at December 31, 2010, the investment in this subsidiary was in the amount of UZS 1,675,753 thousand.

"Quqon Lyuks Textile" (textile business) LL.C and "Samarkand Aqua line" LLC (soft drink production
business) are 100% owned by the Group and the Group is seeking to dispose of these business units and
anticipates that the disposal will be completed during 2012. For disclosure on respective assets and
liabilities held for sale on these companies, please refer to Note 22.

As at December 31, 2011 and 2010 the following sharcholders owned the issued shares of the Group:

December 31, December 31,
. 2011, % 2010, %

SHAREHOLDERS:
The Ministry of Finance of the Republic of Uzbekistan 29.26 35.00
The Fund of Reconstruction and Development of the

Republic of Uzbekistan 21.74 26.00
NHC "Uzbeknefigaz" 13.11 7.99
Pharmed Private Company 9.21 0.00
Absolute Investments Trust LLC 4.18 5.00
Uzbekenergo State company 1.70 1.39
British Glass Group LLC 1.34 -
Addison Ventures (UK) Ltd. 1.21 1.44
Brentwood and Co. (UK) Ltd. 1.15 1.38
Fortis Securities (ND) Ltd. 097 1.16
Navoi Mining Company 0.81 0.97
Treasury shares 4.34 10.06
Other legal entities (individually hold less than 1%) 7.84 5.97
Other sharchelders (individually hold less than 1%) 3.14 3.64
Total 100.00 100.00

These consolidated financial statements were authorized for issue by the Management Board of the Group
on March 30, 2012.

11
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SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS™) issued by the International Accounting Standards Board (“IASB™) and
Interpretations issued by the Intemational Financial Reporting Interpretations Committee (“IFRIC™).

Going concern

These consolidated financial statements have been prepared on the assumption that the Group is a going
concern and will continue in operation for the foreseeable future. The management and shareholders have
the intention to further develop the business of the Group in the Republic of Uzbekistan both in corporate
and retail segments.

For the year ended December 31, 2011, the Group had net cash outflows from operations of UZS
223,563,667 thousand, has a cumulative liquidity shortfall for up to 3 months of UZS 199,232,447
thousand and was not able to meet certain conditions of its loan agreements, which are discussed in Notes
25 and 28.

The Management of the Group believes that the Group will be able to continue as a going concern,
through the following:

e it has sufficient capital adequacy ratio which has been further strengthened with the subsequent
increase of share capital for the amount of UZS 6,279,000 thousand, illustrating the commitment
of shareholders to support the Group;

e continued ongoing support from its international lenders, based on a recent informal oral
communication between Management and representatives of the lenders. Furthermore, during
March 2012, there were additional funds received from China Development Bank (CDB) in
accordance with agreement concluded with CDB dated October 26, 2011 on financing NHC
“Uzbekneftegaz™ project, where the Group acts as a guarantor;

* as discussed in Note 32, short-term obligations of the Group are concentrated primarily on its
shareholders and entities under common control, where the Management believes that on the basis
of past experience these liabilities will be refinanced in the normal course of business and
sharcholders will support the Group in meeting liabilities, if required, ‘

Having reviewed the Group’s forecasts, projections and other relevant evidence, the Management has a
reagonable expectation that the Group has adequate resources to continue in operational existence for the
foreseeable future. Accordingly, the financial statements of the Group have been prepared on a going
concern basis.

These consolidated financial statements are presented in thousands of Uzbek Soums (“UZS™), unless
otherwise indicated. These financial statements have been prepared under the historical cost convention.

In accordance with TAS 29 “Financial Reporting in Hyperinflationary Economies” (“IAS 29”) the economy
of the Republic of Uzbekistan was considered to be hyperinflationary during 2005 and prior years. Starting
January 1, 2006, the Uzbek economy is no longer considered to be hyperinflationary and the values of non-
monetary assets, liabilities and equity as stated in measuring units as at December 31, 2005 have formed
the basis for the amounts carried forward to January 1, 2006.

The Bank maintains its accounting records in accordance with the accounting policies authorized by the
Resolution of the Council of the Bank. These consolidated financial statements have been prepared from the
statutory accounting records and have been adjusted to conform with IFRS. These adjustments include
certain reclassifications to reflect the economic substance of underlying transactions including
reclassifications of certain assets and liabilities, income and expenses to appropriate financial statement
captions.

12
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The Group presents its statement of financial position broadly in order of liquidity. An analysis regarding
recovery or settlement within 12 months after the statement of financial position date (current) and more than
12 months after the statement of financial position date (non—current) is presented in Note 32.

Functional currency

Items included in the consolidated financial statements of the Bank are measured using the currency that
best reflects the economic substance of the underlying events and circumstances relevant to the Group (the
“functional currency™). The functional currency of these financial statements is UZS.

The principal accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and entities
(including special purpose entities) controlled by the Bank (its subsidiaries). Control is achieved where the
Bank has the power to govern the financial and operating policies 6f an entity 0 as to obtain benefits from
its activifies. '

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Recognition of income and expense
Recognition of interest income and expense

Interest income and expense are recognized on an accrual basis using the effective interest method. The
effective interest method is a method of calculating the amortized cost of a financial asset or
a financial liability and of allocating the interest income or interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all
fees on points paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate) a
shorter period, to the net carrying amount on initial recognition.

Once a financial asset or a group of similar financial assets have been written down (partly written down) as a
result of an impairment loss, interest income is thereafter recognized using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss.

Interest earned on assets at fair value is classified within interest income.
Recognition of fee and commission income and expense

Loan origination fees are deferred, together with the related direct costs, and recognized as an adjustment to the
effective interest rate of the loan. Where it is probable that a loan commitment will lead to a specific lending
arrangement, the loan commitment fees are deferred, together with the related direct costs, and recognized
as an adjustment to the effective interest rate of the resulting loan. Where it is unlikely that a loan
commitment will lead to a specific lending arrangement, the loan commitment fees are recognized in the
profit or loss over the remaining period of the loan commitment. Where a loan commitment expires
without resulting in a loan, the loan commitment fee is recognized in profit or loss on expiry. Loan
servicing fees are recognized as revenue as the services are provided. Loan syndication fees are

- recognized in the profit or loss when the syndication has been completed. All other commissions are

recognized when services are provided.

Recognitibn of dividend income
Dividend income is recognized on the ex-dividend date (provided that it is probable that the economic
benefits will flow to the Group and the amount of income can be measured reliably).
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Financial instruments

The Group recognizes financial assets and liabilities in its consolidated statement of financial position
when it becomes a party to the contractual obligations of the instrument. Regular way purchases and sales
of financial assets and liabilities are recognized using settlement date accounting.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
direcily attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss (“FVTPL”) are recognized immediately in profit or loss.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated as available-for-sale
(“AFS”) or are not classified as (a) loans and receivables, (2) held-to-maturity investments or (c) financial
assets at fair value through profit or loss.

Listed shares and listed redeemable notes held by the Group that are traded in an active market are classified
as AFS and are stated at fair value. The Group also has investments in unlisted shares that are not traded in
an active market but that are also classified as AFS financial assets and stated at fair value (because the
directors consider that fair value can be reliably measured). Fair value is determined by using valuation
techniques. Gains and losses arising from changes in fair value are recognized in other comprehensive
income and accumulated in the investments revaluation reserve, with the exception of other-than-
temporary impairment losses, interest calculated using the effective interest method, and foreign exchange
gains and losses on monetary assets, which are recognized in profit or loss. Where the investment is
disposed of or is determined to be impaired, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting period. The foreign exchange gains and
losses that are recognized in profit or loss are determined based on the amortized cost of
the monetary asset. Other foreign exchange gains and losses are recognized in other comprehensive income.

AFS equity investments that do not have a quoted market price in an active market and whose fair value
cannot be reliably measured are measured at cost less any identified impairment losses at the end of each
reporting period. '

Due from banks

In the normal course of business, the Group maintains advances and deposits for various periods of time
with other banks. Due from banks with a fixed maturity term are subsequently measured at amortized cost
using the effective interest method. Amounts due from banks are carried net of any allowance for

- impairment losses.

Loans and receivables

Loans, and other receivables that have fixed or determinable payments that are not quoted in an active
market are classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost
using the effective interest method, less any impairment. Interest income is recognised by applying the

- effective interest rate, except for short-term receivables when the recognition of interest would be

immaterial.
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Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporiing period. Financial assets are considered to be impaired when there is objective evidence that, as a
result of one or more events that occurred after the initial recognition of the financial asset, the estimated
future cash flows of the investment have been affected.

For listed and unlisted equity investments classified as AFS, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

Significant financial difficulty of the issuer or counterparty; or

Breach of contract, such as default or delinquency in interest or principal payments

Default or delinquency in interest or principal payments; or

It becoming probable that the borrower will enter bankruptey or financial re-organisation or
Disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial asset, such as loans and receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of loans and receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio, as well as observable
changes in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted at
the current market rate of return for a similar financial asset. Such impairment loss will not be reversed in
subsequent periods. ' ' :

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of loans and receivables, where the carrying amount is reduced through the use
of an allowance account. When a loan or a receivable is considered uncollectible, it is written off against
the allowance account. Changes in the carrying amount of the allowance account are recognised in profit
or loss.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or loss to the extent that
the carrying amount of the investment at the date the impairment is reversed does not exceed what the
amortized cost would have been had the impairment not been recognized.

If an available-for-sale asset is impaired, a consolidated amount comprising the difference between its cost
(net of any principal payment and amortization) and its current fair value, less any impairment loss
previously recognized in the consolidated income statements is transferred from equity to the consolidated
income statement.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not
reversed through profit or loss. Any increase in fair value subsequent to an impairment loss is recognized
in other comprehensive income and accumulated under the heading of investments revaluation reserve. In
respect of AFS debt securities, impairment losses are subsequently reversed through profit or loss if an
increase in the fair value of the investment can be objectively related to an event occwring after the
recognition of the impairment loss.
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Renegotiated loans

Where possible, the Group seeks to restructure loans rather than to take possession of collateral. This may
involve extending the payment arrangements and the agreement of new loan conditions. Once the terms have
been renegotiated any impairment is measured using the original effective interest rate as calculated before
the modification of terms and the loan is no longer considered past due. Management continually reviews
renegotiated loans to ensure that all criteria are met and that fiture payments are likely to occur. The loans
continue to be subject to an individual or collective impairment assessment, calculated using the loan’s
original effective interest rate. '

Write-off of loans and advances

Loans and advances to banks and customers are written off against the allowance for impairment losses
when deemed uncollectible. Loans and advances are written off after management has exercised all
possibilities available to collect amounts due to the Group and after the Group has sold all available
collateral. Subsequent recoveries of amounts previously written off are reflected as an offset to the charge
for impairment of financial assets in the statement of comprehensive income in the period of recovery.

Derecognition of financial assets and liabilities
Financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another entity. If the Group neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Group recognizes its retained interest in
the asset and an associated liability for amounts it may have to pay. If the Group retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Group continues to recognize the
financial asset and also recognize a collateralized borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognized in other comprehensive income and accumulated in equity is recognized in profit or loss.

On derecogntion of a financial asset other than it is entirety (e.g. when the Group retains an option to
repurchase part of the transferred asset or retains a residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and the Group retains control), the Group allocates the
previous carrying amount of the financial asset between the part it continues to recognize under
continuing involvement, and the part it no longer recognizes on the basis of the relative fair values of
those parts on the date of the transfer. The difference between the carrying amount allocated to the part
that is no longer recognized and the sum of the consideration received for the pat no longer recognized
and any cumulative gain or loss allocated to it that had been recognized in other comprehensive income is
recognized in profit or loss. A cumulative gain or loss that had been recognized in other comprehensive
income 1s allocated between the part that continues to be recognized and the part that is no longer
recognized on the basis of the relative fair values of those parts.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and time deposit
accounts with the CBU with original maturity within 90 days, advances to banks in Uzbekistan and other

countries. For the purposes of determining cash flows, the minimum reserve deposit required by the CBU
is not included as a cash equivalent due to restrictions on its availability (Note 14).
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Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Amounts due from lessees under finance leases are recognised as receivables at the amount of the Group's.
net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group 's net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrymg
amount of the leased asset and recognised on a straight-line basis over the lease term.

Property, equipment and intangible assets

Property, equipment and intangible assets, acquired after 1 January 2006 are carried at historical cost less
accumulated depreciation and amortization and any recognized impairment loss, if any. Property,
equipment and intangible assets, acquired before 1 January 2006 are carried at historical cost restated for
inflation less accumulated depreciation and amortization and any recognized impairment loss, if any.

. Depreciation on assets under construction and those not placed in service commences from the date the

assets are ready for their infended use.

Furniture and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. '

Depreciation and amortization are recognized so as to write off the cost or valuation of assets (other than
land and properties under construction) less their residual values over their useful lives, using the straight-
line method. The estimated useful lives, residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted for on a prospective basis at
the following annual rates:

Buildings 5%
Furniture and equipment 10-20%
Vehicles 20%
Intangible assets 20%

Leasehold improvements are amortized over the shorter of the life of the related leased asset or the lease
term. Expenses related to repairs and renewals are charged when incurred and included in operating
expenses unless they qualify for capitalization.

The carrying amounts of property and equipment are reviewed at each reporting date to assess whether they
are recorded in excess of their recoverable amounts. The recoverable amount is the higher of fair value less
costs to sell and value in use. Where carrying values exceed the estimated recoverable amount, assets are
written down to their recoverable amount, an impairment is recognized in the respective period and is
included in operating expenses. After the recognition of an impairment loss the depreciation charge for
property and equipment is adjusted in future periods to allocate the assets’ revised carrying value, less its
residual value (if any), on a systematic basis over its remaining useful life.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from-the continued use of the asset. Any gain or loss arising on the disposal or retirement
of an item of property and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or loss.
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Taxation
Income tax expense represents the sum of the current income tax expense and deferred income tax expense.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the consolidated statement of comprehensive income because of items of income or expense
that are taxable or deductible in other years and items that are never taxable or deductible. The Group's
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which those deductible temporary differences can be
utilised. Such deferred tax assets and liabilities are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business combination) of other assets and
habilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future,

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax and liabilities are measured at the tax rates that are expected to apply in the period in which
the liability is settled or the asset is realized, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in equity respectively. Where current
tax or deferred tax arises from the initial accounting for a business combination, the tax éffect is included
in the accounting for the business combination.

Operating taxes

The Republic of Uzbekistan where the Group operates also has various other taxes, which are assessed on
the Group’s activities. These taxes are included as a component of operating expenses in the consolidated
statement of comprehensive income.
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Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of past
events, it is probable that the Group will be required to settle the obligation and a reliable estimate can be made
of the amount of obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows (where the effect of the
time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

Contingencies

Contingent liabilities are not recognized in the consolidated statement of financial position but are
disclosed unless the possibility of any outflow in settlement is remote. A contingent asset is not recognized
in the consolidated statement of financial position but disclosed when an inflow of economic benefits is
probable.

Foreign currencies

The financial statements of the Group are presented in the currency of the primary economic environment
in which the Group operates. In preparing the financial statements of each individual group entity,
transactions in currencies other than the entity's functional currency (foreign currencies) are recognised at
the rates of exchange prevailing at the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date.

Exchange differences on monetary items are recognised in profit or loss in the period in which they arise
except for:

Exchange differences on foreign currency borrowings relating to assets under construction for future
productive use, which are included in the cost of those assets when they are regarded as an adjustment
to interest costs on those foreign currency borrowings; and

Exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net ihvestment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary items,

For the purpose of presenting consolidated financial statements, the assets and ljabilities of the Group’s
foreign operations are translated in UZS using exchange rates prevailing at the end of each reporting
period, unless exchange rates fluctuate significantly during that period, in which case the exchange rates at
the dates of the transactions are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity.

Rates of exchange

The exchange rates at reporting date used by the Group in the preparation of the consolidated financial
statements as at year-end are as follows:

December 31, December 31,

2011 2010
UZS/1USD 1,795.00 1,640.00
UZS /1 EUR 2,341.97 2,165.13
UZS /1 GBP 2,803.61 2,554.46
UZS /1 RUR 57.43 53.63
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Share capital and share premium

Contributions to share capital made before 1 January 2006 are recognized at their cost restated for inflation.
Contributions to share capital made after 1 January 2006 are recognized at cost. Share premium represents
the excess of contributions over the nominal value of the shares issued. Gains and losses on sales of
treasury stock are charged or credited to share premium.

Costs directly attributable to the issue of new shares, other than on a business combination, are deducted
from equity net of any related income taxes.

Dividends on ordinary shares are recognized in equity as a reduction in the period in which they are
declared. Dividends that are declared after the reporting date are treated as a subsequent event under
International Accounting Standard 10 “Events after the Balance Sheet Date” (“IAS 10”) and disclosed
accordingly.

Equity reserves -

The reserves recorded in equity on the Group’s statement of financial position include:
Investments available-for-sale fair value reserve which comprises changes in fair value of available-for-
sale investments;

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting, except when the investment is classified as held for sale,
in which case it is accounted for in accordance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations. Under the equity method, an investment in an associate is initially recognised in

" the consolidated statement of financial position at cost and adjusted thereafter to recognise the Group's

share of the profit or loss and other comprehensive income of the associate. When the Group's share of
losses of an associate exceeds the Group's interest in that associate (which includes any long-term interests.
that, in substance, form part of the Group's net investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are recognised only to the extent that the Group
has incurred legal or constructive obligations or made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group's share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of an associate recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount of the investment. Any excess of the Group's share
of the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognised immediately in profit or loss.

The requirements of IAS 39 are applied to determine whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment in accordance with IAS 36 Impairment of
Assets as a single asset by comparing its recoverable amount (higher of value in use and fair value less
costs to sell) with its carrying amount. Any impairment loss recognised forms part of the carrying amount
of the the investment. Any reversal of that impairment loss is recognised in accordance with IAS 36 to the
extent that the recoverable amount of the investment subsequently increases.

When a group entity transacts with its associate, profits and losses resulting from the transactions with the

associate are recognised in the Group' consolidated financial statements only to the extent of interests in the
associate that are not related to the Group.
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Details of the Group’s investments in associates, including summarized financial information of the
associates, as at and for the years ended December 3 1,2011 and 2010 are presented below:

As at and for the year ended December 31, 2011:

Name of associated Ownership Carrying value of Total assets of Total liabilities of Net profit
company interest  investments in associated associated company
associates company
(UZS thousand) (UZS thousand) (UZS thousand) (UZS thousand)
"Qurilish Lizing" OISC 46.77% 2,915,664 9,218,199 2,631,859 554,821
"Ishonch" LLC 26.52% 1,004,319 5,914,921 2,136,658 31,948
Tashkent stock exchange 20.14% 440,150 1,890,778 50,901 206,869

As at and for the year ended December 31, 2010:

Name of associated Ownership Carrying value of Total assets of Total liabilities of Net profit
Company interest  investments in - associated associated company
associates company
(UZS thousand) (UZS thousand) (UZS thousand) (UZS thousand)
"Qurilish Lizing" OJSC 46.80% 2,656,189 14,568,183 8,287,332 692,598
"Ishonch" LLC 26.50% 995,848 5,365,370 1,598,892 5,298
Tashkent stock exchange 20.00% 400,231 1,714,656 79,100 19,327

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the non-current asset (or disposal group) is
available for immediate sale in its present condition. Management must be committed to the sale, which
should be expected to qualify for recognition as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets and
liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interest in its former subsidiary after the sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

Retirement and other benefit obligations

In accordance with the requirements of the legislation of the Republic of Uzbekistan, the Group withholds
amounts of pension contributions from employee salaries and pays them to the State Pension Fund. This
expense is charged in the period in which the related salaries are earned. Upon retirement, all retirement
benefit payments are made by the State Pension Fund. The Group does not have any pension
arrangements separate from the State Pension System. of the Republic of Uzbekistan. In addition, the
Group has no post-retirement benefits or other significant compensated benefits requiring accrual.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note 3, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
21
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period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year.

Impairment of loans and receivables

The Group regularly reviews its loans and receivables to assess for impairment. The Group’s loan
impairment provisions are established to recognize incurred impairment losses in its portfolio of loans and
receivables. The Group considers accounting estimates related to allowance for impairment of loans and
receivables a key source of estimation uncertainty because (i) they are highly susceptible to change from
period to period as the assumptions about future default rates and valuation of potential losses relating to
impaired loans and receivables are based on recent performance experience, and (ii) any significant
difference between the .Group’s estimated losses and actual losses would require the Group to record
provisions which could have a material impact on its financial statements in future periods.

The Group uses management’s judgment to estimate the amount of any impairment loss in cases where a
borrower has financial difficulties and there are few available sources of historical data relating to similar
borrowers. Similarly, the Group estimates changes in future cash flows based on past performance, past
customer behavior, observable data indicating an adverse change in the payment status of borrowers, and
national or local economic conditions that correlate with defaults on assets in the Group. Management uses
estimates based on historical loss experience for assets with credit risk characteristics and objective
evidence of impairment similar to those in group of loans. The Group uses management’s judgment to
adjust observable data for a group of loans to reflect current circumstances not reflected in historical data.

The allowances for impairment of financial assets in the financial statements have been determined on the
basis of existing economic and political conditions. The Group is not in a position to predict what changes
in conditions will take place in the Republic of Uzbekistan and what effect such changes might have on the
adequacy of the allowances for impairment of financial assets in future periods.

As at December 31, 2011 and 2010 the gross loans and receivables totaled UZS 2,372,861,468 thousand

“and UZS 1,476,775,268 thousand, respectively, and allowance for impairment losses amounted to UZS

101,551,778 thousand and UZS 71,580,748 thousand, respectively.
Impairment of fangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any).

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment Joss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is
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carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation
increase.

Valuation of Financial Instruments

Financial instruments that are classified at fair value through profit or loss or available for sale, and ail
derivatives, are stated at fair value. The fair value of such financial instruments is the estimated amount at
which the instrument could be exchanged between willing parties, other than in a forced or liquidation sale.
If a quoted market price is available for an instrument, the fair value is calculated based on the market
price. When valuation parameters are not observable in the market or cannot be derived from observable
market prices, the fair value is derived through analysis of other observable market data appropriate for
each product and pricing models which use a mathematical methodology based on accepted financial
theories. Pricing models take into account the contract terms of the securities as well as market-based
valuation parameters, such as interest rates, volatility, exchange rates and the credit rating of the
counterparty. Where market-based valuation parameters are not observable, management will make a
Jjudgment as to its best estimate of that parameter in order to determine a reasonable reflection of how the
market would be expected to price the instrument. In exercising this judgment, a variety of tools are used
including proxy observable data, historical data, and extrapoclation techniques. The best evidence of fair
value of a financial instrument at initial recognition is the transaction price unless the instrument is
evidenced by comparison with data from observable markets. Any difference between the transaction price
and the value based on a valuation technique is not recognized in the statement of comprehensive income
on initial recognition. Subsequent gains or losses are only recognized to the extent that it arises from a
change in a factor that market participants would consider in setting a price.

The Group considers that the accounting estimate related to valuation of financial instruments where
quoted markets prices are not available is a key source of estimation uncertainty because: (i) it is highly
susceptible to change from period to period because it requires management to make assumptions about
interest rates, volatility, exchange rates, the credit rating of the counterparty, valuation adjustments and’
specific feature of the transactions and (ii) the impact that recognizing a change in the valuations would
have on the assets reported on its statement of financial position as well as its profit/(loss) could be
material.

Had management used different assumptions regarding the interest rates, volatility, exchange rates, the
credit rating of the counterparty and valuation adjustments, a larger or smaller change in the valuation of
financial instruments where quoted market prices are not available would have resulted that could have had
a material impact on the Group’s reported net income.

Deferred tax assets

The management of the Group is confident that no valuation allowance against deferred tax assets at the
reporting date is considered necessary, because it is more than likely that the deferred tax asset will be fully
realized. The carrying value of deferred tax assets amounted to UZS 3,503,194 thousand and
UZS 3,000,726 thousand as at December 31, 2011 and 2010, respectively.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS)

The Group has adopted the following new or revised standards and interpretations issued by International
Accounting Standards Board and the International Financial Reporting Interpretations Committee (the
IFRIC) which became effective for the Group’s annual consolidated financial statement for the year ended
December 31, 2011: ‘

IFRS 3(2008) “Business Combinations™ / IAS 27 “Consolidated and Separate Financial Statements” -
amendments resulting from May 2010 Annual Improvements to IFRSs: 1) transition requirements for
contingent consideration from a business combination that occurred before the effective date of the
revised IFRS; 2) clarification on measurement of non-controlling interests;

IFRS 7 “Financial Instruments: Disclosures” — amendments resulting from May 2010 Annual
Improvements to IFRSs: clarification of disclosures and release of requirement for disclosure regarding
restructured loans;
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IAS 24 “Related Party Disclosures” — (as revised in 2010) modifies the definition of a related party
and simplifies disclosures for government-related entities.

The adoption of the new or revised standards did not have any effect on the financial position or
performance of the Group, and all have been retrospectively applied in compliance with IAS 8
“Accounting Policies, Changes in Accounting Estimates and Errors”, unless otherwise noted below.

Amendments to IAS 24 - The Group does not apply exemptions introduced in IAS 24 (as revised in 2010).
New and revised IFRSs in issue but not yet effective

At the date of authorization of this financial information, the following new standards and interpretations
were in issue, but not yet effective, and which the Group has not early adopted:

IFRS 7 “Financial Instruments: Disclosures” — amendments enhancing disclosures about transfers of
financial assets ;

IFRS 9 “Financial Instruments”?;

IFRS 13 “Fair Value Measurement”?;

IAS 1 “Presentation of Financial Statements” — amendments to revise the way other comprehensive
income is presented *;

IAS 12 “Income Taxes” — Limited scope amendment (recovery of underlying assets)*;

IAS 27 - reissued as IAS 27 “Separate Financial Statements” (as amended in May 2011)?;

IAS 238 - reissued as IAS 28 “Investments in Associates and Joint Ventures” (as amended in May
2011y,

! Effective for annual periods beginning on or after July 1, 2011, with earlier application permitted.

? Effective for annual periods beginning on or after January 1, 2015, with earlier application permitted.

* Each of the standards becomes effective for annual periods beginning on or afier January 1, 2013, with
earlier application permitted if all the other standards in the ‘package of five’ are also early applied
{(except for IFRS 12 that can be applied earlier on its own).

4 Effective for annual periods beginning on or after July 1, 2012, with early adoption permitted.

> Effective for annual periods beginning on or after January 1, 2012, with earlier application permitted.

Amendments fo IFRS 7 — The amendments infroduce additional disclosures, designed to allow users of
financial statements to improve their understanding of transfer transactions of financial assets (for
example, securitisations), including understanding the possible effects of any risks that may remain with
the entity that transferred the assets. The amendments also require additional disclosures if a
disproportionate amount of transfer transactions are undertaken around the end of a reporting period.

Retrospective application is required in accordance with TAS 8 with the exception that in the first year of
application, an entity need not provide comparative information for the disclosures required by the
amendments for periods beginning before July 1, 2011.

IFRS 9 — was issued in November 2009 and amended in October 2010 introduces new requirements for
the classification and measurement of financial assets and financial liabilities and for derecognition.

e IFRS 9 requires all recognized financial assets that are within the scope of IAS 39 Financial
Instrumenis: Recognition and Measurement to be subsequently measured at amortized cost or
fair value. Specifically, debt investments that are held within a business model whose
objective is to collect the contractual cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal outstanding are generally measured
at amortized cost at the end of subsequent accounting periods. All other debt investments and
equity investments are measured at their fair values at the end of subsequent accounting
periods.

e The most significant effect of IFRS 9 regarding the classification and measurement of
financial liabilities relates to the accounting for changes in fair value of a financial liability
(designated as at fair value through profit or loss) attributable to changes in the credit risk of
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that liability. Specifically, under IFRS 9, for financial liabilities that are designated as at fair
value through profit or loss, the amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability is recognised in other
comprehensive income, unless the recognition of the effects of changes in the liability's credit
risk in other comprehensive income would create or enlarge an accounting mismatch in profit
or loss. Changes in fair value attributable to a financial liability's credit risk are not
subsequently reclassified to profit or loss. Previously, under IAS 39, the entire amount of the
change in the fair value of the financial liability designated as at fair value through profit or
loss was recognised in profit or loss. '

IFRS 9 is effective for annual periods beginning on or after January 1, 2015, with earlier application
permitted.

The management anticipates that IFRS 9 that will be adopted in the Group's financial statements for the
annual period beginning January 1, 2015 and that the application of the new Standard will have a
significant impact on amounts reported in respect of the Group’s financial assets and financial liabilities.
However, it is not practicable to provide a reasonable estimate of that effect until a detailed review has
been completed.

IAS 27 (2011) Separate Financial Statements — includes the provisions on separate financial
statements that are left almost unchanged after the control provisions of IAS 27 have been replaced with
the new IFRS 10.

IAS 28 (2011) Investments in Associates and Joint Ventures — now includes the requirements for joint
ventures, as well as associates, to be equity accounted following the issue of IFRS 11.

IFRS 13 Fair Value Measurement — aims to improve consistency and reduce complexity by providing
a precise definition of fair value and a single source of fair value measurement and disclosure
requirements to use across IFRSs. The Standard:

defines fair value;

sets out in a single IFRS a framework for measuring fair value;

requires disclosures about fair value measurements.

IFRS 13 applies when another IFRS requires or permits fair value measurements or disclosures about
fair value measurements (and measurements, such as fair value less costs to sell, based on fair value or
disclosures about those measurements), except for share-based payment transactions within the scope of
IFRS 2 “Share-based Payment”, leasing transactions within the scope of IAS 17 *Leases”, and
measurements that have some similarities to fair value but that are not fair value, such as net realizable
value in IAS 2 “Inventories” or value in use in IAS 36 “Impairment of Assets”.

The Group is currently assessing the impact of the amended standard on its consolidated financial
statements.

SEGMENT REPORTING

The Group discloses information to enable users of its financial statements to evaluate the nature and
financial effects of the business activities in which it engages and the economic environments in which it
operates. This matter is regulated by IFRS 8 “Operating segments™ and other standards that require special
disclosures in the form of segmental reporting.

IFRS 8 defines an operating segment as follows. An operating segment is a component of an entity:

» that engages in business activities from which it may earn revenues and incur expenses (including
revenues and expenses relating to transactions with other components of the same entity);

» whose operating results are reviewed regularly by the entity's chief operating decision maker to
make decisions about resources to be allocated to the segment and assess its performance; and

o for which discrete financial information is available.
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Business segments

The Group is organised on the basis of two main business segments:

. Individuals — representing private banking services, private customer current accounts, savings,
deposits, custody, credit and debit cards, consumer loans and mortgages.
® Legal entities — representing direct debit facilities, current accounts, deposits, overdraft, loan and

other credit facilities and foreign currency products.

Transactions between the business segments are on normal commercial terms and conditions. Funds are
ordinarily reallocated between segments, resulting in funding cost transfers disclosed in operating income.
Interest charged for these funds is based on the Group’s cost of capital. Additoinally, deposits from
individuals are directed to finance lending operations for small and medium size enterprises, which in
combination represents retail business of the Group. There are no other material items of income or
expense between the business segments. Segment assets and liabilities comprise operating assets and
liabilities, being the majority of the statement of financial position, but excluding items such as taxation
and borrowings. Internal charges and transfer pricing adjustments have been reflected in the performance
of each business. Revenue sharing agreements are used to allocate external customer revenues to a business
segment on a reasonable basis.
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Segment information about these businesses is presented below:

Interest income

Interest expense

Provision for impairment losses
on interest bearing assets

Net gain on foreign exchange operations

Fee and commission income
Fee and commission expense
Losses on initial recognition of
assets at rates below market
Dividend income
Other income :
Share of results from associates
Provision for impairment losses
on other operations

Total operating (loss)/income

Operating expenses

Operating (loss) / profit

(Loss)/profit before income tax
Income tax expense

(Loss)/profit before discontinued
operations.

Segment assets
Segment liabilities

Other segment items:

Depreciation and amortization

Loans to custormers

Property equipment and intangible
assets

Customer accounts

Cash flow from:

Operating activities
Investing activities

Individuals Legal entities Unallocated Year ended
December 31,
2011
10,318,385 126,778,156 - 137,096,541
(25,844,249) (27,103,552) - (52,947,801)
(4,668,401) (46,608,221) - (51,276,622)
512,065 5,771,061 - 6,289,126
7,179,727 81,000,839 - 88,180,566
(1,058,955) (11,947,003) - (13,005,958)
(276,560) (3,120,118) - (3,396,678)
- 2,208,124 - 2,208,124
233,065 2,625,407 - 2,862,472
- 309,603 - 309,603
(135,700) (1,530,955) - (1,666,655)
(13,740,624) 128,393,342 - 114,652,718
{7,294.411) (82,294,697) (3,539,496) (93,128,604)
(21,035,035) 46,098,645 (3,539,496) 21,524,114
(21,035,035) 46,098,645 (3,539,496) 21,524,114
- (5,369,860) - (5,369,860)
(21,035,035) 40,728,785 (3,539,496) 16,154,254
80,292,180 3,345,286,743 3,416,330 3,428,995,253
229,581,572 3,004,779,062 - 3,234,360,634
413,411 4,664,050 285,837 5,363,298
68,930,565 2,202,379,125 - 2,271,309,690
7,040,583 82,847,365 - 89,887,948
228,186,522 1,485,299,099 - 1,713,485,621
(18,202,718) (205,360,949) - (223,563,667)
(4,089,189) (46,133,749) - (50,222,938)
27
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Interest income
Interest expense
Provision for impairment losses on
interest bearing assefs
Net gain on foreign exchange
operations
Fee and commission income
Fee and commission expense
Losses on initial recognition of
assets at rates below market
Dividend income
Other income
Provision for impairment losses
on other operations
Share of results from associates

Total operating income

Operating expenses

Operating (loss) / profit
(Loss)/profit before income tax
Income tax expense

(Loss)/profit before discontinued
operations.

Segment assets

Segment liabilities

Other segment items:

Depreciation and amortization

Loans to customers

Property equipment and intangible
assets

" Customer accounts

Cash flow from:

Operating activities
Investing activities

RECLASSIFICATIONS

Reclassifications

Individuals

11,178,522
(32,342,818)

(1,121,345)
280,208
4,362,755
(793,749)
(54,101)

69,724

(104,700)

(18,420,803)

Legal entities

96,218,572
(30,108,102)

(14,897,364)
4,095,972
63,058,388
(12,784,730
(718,769)

2,226,276
928,603

(1,391,014)
329,205

108,018,345

Unallocated

Year ended
December 31,
2010

107,397,094
(62,450,920)

(16,019,209)
4,376,180
67,421,143
(13,578,479)
(772,870)

2,226,276
998,327

(1,495,714)
329,205

88,431,033

(4,292,831)

(61,462,533)

(7,451,132)

(73,206,496)

(22,818,335) 45,164,799 (7,451,132) 15,224,537
(22,818,335) 45,494,004 (7,451,132) 15,224,537
- (2,531,656) . (2,531,656)
(22,818,335) 42,962,343 (7,451,132) 12,692,881
104,317,889 1,799,760,130 - 1,904,078,019
221,479,154 1,530,195,235 - 1,751,674,389
291,713 4,180,394 512,717 4,984,824
74,286,610  1,330,907,910 - 1,405,194,520
2,820,823 37,476,643 - 40,297 466

221,260,563

2,271,946
(1,222,677)

805,769,204

32,644,086
(17,521,564)

1,027,029,767

34,922,032
(18,744,241)

t

Certain reclassifications have been made to the financial statements for the year ended December 31, 2010 to
conform to the presentation for the year ended December 31, 2011 as current year presentation provides a
better view of the financial position of the Group.
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Ags previously Reclassification As reclassified

reported amount for the year ended
for the year ended December 31, 2010
December 31, 2010
Reclassification
Interest income 108,262,830 (865,736) 107,397,094
Fee and commission income 66,555,407 865,736 67,421,143

The above reclassifications do not affect the comparative statement of financial position and, as such, the
Management believes that there is no need to present the third statement of financial position and related
notes and that the absence of this information is not a material omission.

\
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NET INTEREST INCOME
Year ended Year ended
December 31, December 31,
2011 2010
Interest income comprises:
Interest income on financial assets recorded at amortized cost:
-interest income on impaired financial assets 8,216,248 4,938,465
-inferest income on unimpaired financial assets 128,880,293 102,458,629
Total interest income 137,096,541 107,397,094
Interest income on financial assets recorded at amortized cost
comprises:
Interest on loans to customers 133,989,058 105,526,027
Interest on balances due from banks 1,983,735 1,283,011
Interest on investments available-for-sale 1,123,748 588,056
Total interest income on financial assets recorded at
amortized cost 137,096,541 107,397,094
Interest expense comprises:
Interest on financial liabilities recorded at amortized cost (52,947,801) (62,450,920)
Total interest expense (52,947,801) (62,450,920)
Interest expense on liabilities recorded at amortized cost
comprise:
Interest on customer accounts (27,644,586) (38,335,089)
Interest on due to banks (14,294.329) (12,426,171)
Interest on other borrqwed funds (11,008,886) {11,689,660)
Total interest expense on financial liabilities recorded at
amortized cost (52,947,801) (62,450,920)
Net interest income before provision for
impairment losses on interest bearing assets 84,148,740 44,946,174
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ALLOWANCE FOR IMPAIRMENT LOSSES AND OTHER PROVISIONS

The movements in allowances for impairment losses on interest bearing assets were as follows:

Due from banks L.oans Total
to customers
December 31, 2009 ) 3,350,773 61,138,333 64,489,106
Provision 746,188 15,273,021 16,019,209
Write-off of assets {4,096,961) (4,830,606) (8,927,567)
December 31, 2010 . - 71,580,748 71,580,748
Provision - 51,276,622 51,276,622
Write-off of assets - {23,937,711) (23,937,711)
Recoveries of assets previously written off - 2,632.119 2,632,119
December 31, 2011 - 101,551,778 101,551,778

The movements in allowances for impairment losses on non interest bearing assets were as follows:

Assets classified Other assets Total
held-for-sale
December 31, 2009 372,834 120,486 493,320
Provision 839,928 655,786 1,495,714
December 31, 2010 1,212,762 776,272 1,989,034
(Recovery)/Provision (547,114) 2,213,769 1,666,655
Write-off of assets (665,648) (809,070} (1,474,718)
December 31, 2011 - 2,180,971 2,180,971
NET GAIN ON FOREIGN EXCHANGE OPERATIONS
Net gain on foreign exchange operations comprises:
Year ended Year ended
December 31, December 31,
2011 2010

Translation differences, net 6,121,138 4,002,974
Dealing transactions, net 167,988 373,206
Total net gain on foreign exchange operations 6,289,126 4,376,180
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10.

FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

Fee and commission income:

Settlements

Foreign currency exchange operations
Issuing guarantees

Factoring transactions

Letter of credit operations
Management service fee

Cash operations

Other

Total fee and commission income

Fee and commission expense:

Cash collection services
Settlements

Foreign payments

Other

Total fee and commission expense

OTHER INCOME

Other income comprises:

Other income:

Income from rent of property

Gain from sale or disposition of property, plant and
equipment

Fines and penalties

Other non-interest income

Other income, net

Year ended Year ended
December 31, December 31,
2011 2010
63,621,303 47,654,446
12,168,160 10,987,878
3,643,165 2,824,563
2,624 913 865,736
1,772,506 1,220,729
1,691,803 1,296,764
1,413,416 1,712,037
1,245,300 858,990
88,180,566 67,421,143
12,124,886 11,980,151
621,800 1,338,703
132,389 138,658
126,883 120,967
13,005,958 13,578,479
Year ended Year ended
December 31, December 31,
2011 2010

1,264,733 457,488

635,422 72,314

- 148,388

962,317 320,137

2,802,472 998,327
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12,

OPERATING EXPENSES

Operating expenses comprise:

Staff costs

Taxes, other than income tax
Security expenses
Depreciation and amortization
Stationery

Charity and sponsorship expenses
Membership fee

Fines and penalties
Communications

Rent expenses

Maintenance

Professional services
Business trip expenses

Other expenses

Total operating expenses

INCOME TAXES

Year ended Year ended
December 31, December 31,
2011 2010
49,790,332 38,051,880
15,364,878 11,040,471
7,164,016 5,553,148
5,363,298 4,984,824
2,906,688 2,397,207
1,987,117 1,669,548
1,645,013 2,168,908
1,561,806 763,870
1,375,200 1,153,896
1,187,492 1,041,670
1,113,282 1,174,582
569,426 180,406
566,605 466,200
2,533,451 2,559,796
93,128,004 73,206,496

The Group measures and records its current income tax payable and its tax bases in its assets and
liabilities in accordance with the tax regulations of the Republic of Uzbekistan where the Group operates,

which may differ from IFRS,

The Group is subject to certain permanent tax differences due to the non-tax deductibility of certain
expenses and certain income being treated as non-taxable for tax purposes.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for tax purposes. Temporary differences
as at December 31, 2011 and 2010 relate mostly to different methods/timing of income and expense
recognition as well as to temporary differences generated by tax — book bases’ differences for certain assets.

The tax rate used for the reconciliations below is the corporate tax rate of 15% payable by commercial
banks in the Republic of Uzbekistan on taxable profits (as defined) under tax law in that jurisdiction.
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Temporary differences as at December 31, 2011 and 2010 comprise:

Deductible temporary differences:
Loan impairment provision

Accrued interest expenses

Accrued expenses

Tetal deductible temporary differences

Taxable temporary differences:

Property, equipment and intangible assets

Accrued interest income

Fair value adjustment of investments available-for-sale
Income accruals

Total taxable temporary differences

Net deferred tax asset

Year ended Year ended
December 31, December 31,
2011 2010

6,778,051 5,073,465
282,890 822,025
1,365,294 991,997
8,426,235 7,787,487
19.204 19,203
4,538,665 4,538,665
287,958 170,170
71,214 58,723
4,923,041 4,786,761
3,503,194 3,000,726

Relationships between tax expenses and accounting profit for the years ended December 31, 2011 and 2010

are explained as follows:

Profit before income tax

Tax at the statutory tax rate (15% for 2011 and 2010)

Income tax privileges from the increase of term deposits of individuals
Non deductible expense
Dividends received

Income tax expense

Current income tax
Change in deferred income tax assets

Income tax expense

Deferred income tax assets

Beginning of the year
Change in deferred income tax balances recognized in
consolidated profit or loss

Changes in deferred income tax balances recognized in
other comprehensive income

End of the year

Year ended

Year ended
December 31, December 31,
2011 2010
21,524,114 15,224 537
3,228,618 2,283,681
(2,199,982) (1,629,449)
4,672,443 2,211,365
(331,219) (333,941)
5,369,860 2,531,656
5,930,755 2,545,766
{560,895) (14,110)
5,369,860 2,531,656
2011 2010
3,000,726 2,974,375
560,895 14,110
(58.427) 12,241
3,503,194 3,000,726

In accordance with current tax regulation, the Group receives certain tax privileges for the amount of
increase in term deposits of individuals in arriving at the Group's taxable profit. The amount of such

incentive should not be in excess of current year taxable profit.
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13. EARNINGS PER SHARE

14,

Year ended Year ended
December 31, December 31,
2011 2010
Net profit for the year 16,199,995 12,692,881
Less dividends on preference shares (990,000) (944,000)
Net profit attributable to ordinary shareholders 15,209,995 11,748,881
Weighted average number of ordinary shares for '
basic earnings per share 58,238,462 48,000,000
261 245

Earnings per share, basic (expressed in UZS per share)

As at December 31, 2011 and 2010, the Group did not have any securities that could potentially be
converted to share capital and would therefore dilute EPS.

CASH AND BALANCES WITH THE CENTRAL BANK OF THE REPUBLIC OF UZBEKISTAN

December 31, December 31,
2011 2010
Cash 52,734,050 43,036,476

Balances with the Central Bank of the Republic of Uzbekistan 271,036,653 205,933 917

Total cash and cash balances with the Central Bank

of the Republic of Uzbekistan 323,770,703 248,970,393

In accordance with the banking legislation of the Republic of Uzbekistan, the Group should have non-
interest bearing minimum reserve deposit at the CBU, which is defined as a portion of certain of the
Group’s liabilities and has a restriction on its usage. As at December 31, 2011 and 2010, the mandatory
reserve deposits with the CBU were in the amount of UZS 139,073,687 thousand and UZS 126,401,802
thousand, respectively.

Balances with the CBU include an overnight deposit of UZS 39,220,000 thousand (2010: UZS 68,880,000
thousand) bearing a fixed interest rate of 0.2 percent per annum (2010: fixed interest rate of 0.12 percent
per annuin).

Cash and cash equivalents for the purposes of the statement of cash flows comprise the following:

December 31, December 31,
2011 2010
Cash and balances with the CBU 323,770,703 248,970,393

Correspondent accounts and overnight placements with other banks 586,300,370 124,843,885
910,071,073 373,814,278

Less minimum reserve deposit at the Central Bank of
the Republic of Uzbekistan - (139,073,687) (126,401,802)
Total cash and cash equivalents 770,997,386 247,412,476
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15. DUE FROM BANKS

16.

Due from banks comprise:

December 31, December 31,
2011 2010
Restricted cash 58,772,071 8,357,516
Time deposits 611,620,305 145,096,774
Total due from banks 670,392,376 153,454,290

Movements in the allowance for impairment losses on balances due from banks for the years ended
December 31, 2011 and 2010 are disclosed in Note 7.

Restricted cash represents balances on correspondent accounts with foreign banks placed by the Group on
behalf of its customers. The Group does not have the right to use these funds for the purposes of funding its
own activities. The Group has received restricted deposits from these customers in the same amounts,
which are recorded in customer accounts.

The remaining balance of restricted cash of UZS 897,500 thousand as at December 31, 2011 (December
31, 2010: UZS 820,000 thousand) represents collateral for the Guarantee issued by National Bank of
Uzbekistan (“NBU”) under borrowings from international financial institutions (Note 25). The Group does
not have the right to use these funds for the purposes of funding its own activities.

LOANS TO CUSTOMERS
Loans to customers comprise:
December 31, December 31,
2011 : 2010

Loans to customers 2,327,410,401 1,424,806,912
Investments in finance lease 25,291,596 33,574,413
Purchased loans 20,159,471 18,393,943

2,372,861,468 1,476,775,268
Less allowance for impairment losses (101,551,778) (71,580,748)
Total loans to customers 2,271,309,690 1,405,194,520

Movements in allowances for impairment losses for the years ended December 31, 2011 and 2010 are
disclosed in Note 7.

As at December 31, 2011 and 2010, loans to customers included accrued interest income totaling
UZS 5,678,178 thousand and UZS 10,606,754 thousand, respectively.

As at December 31, 2011 loans and advances to customers include loans of UZS 1,388,931,972 thousand
(December 31, 2010: UZS 620,015,493 thousand) funded by borrowings from international and domestic
financial institutions as stated in Note 24,

The table below summarizes carrying value of loans to customers analysed by type of collateral obtained
by the Group:
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Loans collateralized by pledge of corporate and
governmentguarantees

Loans collateralized by real estate

Loans collateralized by shares

Loans collateralized by inventory

Loans collateralized by transport

Loans collateralized by equipment

Loans collateralized by insurance policy and others
Loans collateralized by cash deposit

Unsecured loans

Less allowance for impairment losses

Total loans to customers

Analysis by sector:

Machinery and other manufacturing
Construction and construction materials
Transport

Trading and food companies

Individuals

Agriculture

Utilities B
Financial services

Other

Less allowance for impairment losses

Teotal loans to customers

Loans to individuals comprise the following products:

Mortgage loans
Consumer loans
Educational loans
Car loans

Other

Less: allowance for impairment losses

Total loans to individuals

December 31, December 31,
2011 2010
1,444.,615,692 749,426,754
469,043,527 485,792,362
135,786,404 68.405 444
129,325,851 62,222,186
80,996,001 3,508,411
59,212,883 58,104,760
24,212,588 26,295,519
2,532,284 2,796,544
27,136,238 20,223,288
2,372,861,468 1,476,775,268
(101,551,778) (71,580,748)

2,271,309,690

1,405,194,520

December 31,
2011

1,536,226,640

December 31,
2010

745,539,847

245,061,317 278,011,828
239,084,729 187,835,186
112,228,757 122,460,615
63,609,921 65,937,064
44,098,403 41,074,432
36,072,117 9,450,945
22,060,246 11,032,756
74,419,338 15,432,595
2,372,861,468 1,476,775,268
{101,551,778) {71,580,748)
2,271,309,690 1,405,194,520
December 31, December 31,
2011 2010
42,815,780 46,341,685
14,745,764 14,122,240
2,198,215 1,715,248
1,131,344 1,252,526
2,718,818 2,505,365
63,609,921 . 65,937,064
(148,511) (1,791)
63,461,410 65,935,273

As at December 31, 2011 and 2010, the Group granted loans of UZS 1,589,284,998 thousand to 11
customers and UZS 814,378,743 thousand to 12 customers, respectively, which individually exceeded 10%

of the Group's equity.
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As at December 31, 2011 and 2010, all loans are granted to companies operating in the Republic of
Uzbekistan, which represents geographical concentration in one region.

As at December 31, 2011, loans to customers included loans totaling UZS 118,383,684 thousand, whose
terms were renegotiated (2010: UZS 133,407,879). Otherwise these loans would be past due or impaired.

As at December 31, 2011 and 2010, loans to customers included receivables from the sale of repossessed
assets on an interest-free credit term basis. Initial recognition of these loans at the fair value of the
disbursements made as determined using the prevailing market interest rates at inception for similar
instruments resulted in a loss on initial recognition of UZS 3,396,678 thousand and UZS 772,870 in the
consolidated income statement of the Group for the years ended December 31, 2011 and December 31,
2010, respectively.

As at December 31, 2011 and 2010 the components of net investment in finance lease are as follows:

December 31, December 31,
2011 2010
Not later than one year 9,599,016 10,840,479
From one year to five years 17,200,726 26,983,425
More than 5 years 4,603,878 2,734,545
Minimum lease payments 31,412,621 40,558,449
Less: uneamed finance income (6,121,025) {(6,984,036)
Net investment in finance lease 25,291,596 33,574,413
Current portion ) 7,040,392 8,973,783
Long-term portion 18,251,204 24,600,630
Net investment in finance lease 25,291,596 33,574,413

The interest rate inherent in the leases is fixed af the contract date for the entire lease term. As at December
31, 2011 average effective interest rate contracted is approximately 12.7% (December 31, 2010: 12.5%) per
annum.
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17.

18.

INVESTMENTS AVAILABLE-FOR-SALE

Investments available-for-sale comprise:

Nominal December 31,
interest rate 2011

Bonds/Equity securities

Uzbek government treasury bills 6% 5,796,446
"Qishloq Qurilish Bank" OJSCB 12% 4,000,000
"Ipoteka Bank" OJSCB 14% 2,920,000
"Microcreditbank" JSB - 2,355,108
"Agrobank" QJSCB 11% 1,500,000
Visa International - 1,062,314
"Hamkor Bank" OJSCB 14% 1,000,000
Avtotexservices - 699,664
UZCEx - 495,970
"Chilonzor buyum bozori" OJSC - 385,714
"UzMed-Leasing" QJSC - 255,452
"Qizilqumsement” OJSC 252,000
Commodity exchange - 168,021
OJSC "Buhoro Markazy dekhkon bozori" - 131,000
Other : - 444,610
Total investments available-for-sale 21,466,299

Nominal Décember 31,
interest 2010
rate

6% 11,559,001
12% 4,000,000
14% 2,920,000

- 2,355,108

- 672,802
1,000,000
- 495,970
- 385,714
- 255,452

- 168,021

- 131,000
- 241,550

24,184,618

As at December 31, 2011 and 2010, investments available-for-sale included accrued interest income

amounted to UZS 88,441 thousand and UZS 132,329 thousand, respectively.

INVESTMENTS IN ASSOCIATES

The following enterprises were recorded in the consolidated financial statements using the equity method:

December 31, 2011 December 31, 2010
Ownership Carrying value Ownership Carrying value
interest interest
"Qurilish Leasing" LLC 46.77% 2,915,664 46.80% 2,656,189
"Ishonch" LLC 26.52% 1,004,319 26.50% 995,848
Tashkent stock exchange 20.14% 440,150 20.00% 400,231
4,360,133 4,052,268
Reconciliation of the investments in associates comprise:
2011 2010
As at 1 January 4,052,268 3,901,004
Share of profits of associates 309,603 329,205
Dividends from associates (1,738) (177,941)
As at 31 December 4,360,133 4,052,268
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At cost

December 31, 2009

Additions -
Transfers

Disposals

December 31, 2010

Additions
Transfers
Disposals

December 31, 2011

Accumulated depreciation

December 31, 2009
Charge for the year
Disposals

December 31, 2010
Charge for the year
Disposals

December 31, 2011

Net book value
As at December 31, 2011

As at December 31, 2010

Buildings and

19. PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Construction in

Furniture and

land progress equipment Intangible assets Total

22,650,478 6,050,799 27,726,965 5,083,4% 61,511,738
1,207,498 5,586,376 6,733,856 456,888 13,984,618
683,899 (729,224) 89,727 {44,402) -
(17,911) (823,228) (3,004,151) (6,587) (3,851,877)
24,523,964 10,084,723 31,546,397 5,489,395 71,644,479
1,127,613 44,476,311 11,448,472 129,784 57,182,180

- - 4,963 (4,965) -

" (15,603) {76,870) (3,345,789) - (3,438,262)
25,635,974 54,484,164 39,654,045 5,614214 125,388,397
(4,676,615) - (19,376,336) (3,449,988) (27,502,939)
(1,152,785) - (3,093,608) (738.431) (4,984,824)
1,416 - 1,133,332 6,002 1,140,750
(5,827,984) - (21,336,612) (4,182417) (31,347,013)
(1,373,478) - (3,416,208) (573,612) (5,363,298)
4,422 - 1,205,440 - 1,209,862
(7,197,040) - (23,547,380) (4,756,029) (35,500,449)
18,438,934 54,484,164 16,106,665 858,185 39,887,948
18,695,980 10,084,723 10,209,785 1,306,978 40,297,466

As at December 31, 2011 and 2010, included in property and equipment were fully depreciated assets
totalling UZS 12,227,572 thousand and UZS 8,516,556 thousand, respectively.

During 2011, the Group made a significant amount of investment for the construction and reconstruction
of Group’s building and other properties. As at December 31, 2011, Construction in progress includes the

following:

¢ In accordance with the Decree of the Cabinet of Ministers # 02-1-97 dated November 12, 2010,
the Group (via its subsidiary "Elite Stars Textile" LLC) has invested into the construction of
textile factory in Nukus City for the amount of UZS 18,640,860 thousand. The factory is planned
to be completed during 1% quarter of year 2012 and will produce textile goods;

e In accordance with the Decree of the Cabinet of Ministers # 288-f dated May 17, 2011, the Group
has invested UZS 9,704,511 thousand for the construction of living apartments in Navoi street,
Tashkent city which are planned to be sold after the completion;

o In accordance with the Decree of the Cabinet of Ministers # 186 dated April 11, 2011, the Group
has invested UZS 3,110,919 thousand for the reconstruction of Bank’s Head office building;
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20. INVESTMENT PROPERTY

21.

Investment property comprises:

December 31, December 31,
2011 2010

Cost
As at January 1 914,570 914,570
Transfer to assets held-for-sale (914,570)
As at December 31 - 914,570
Accumulated depreciation
As at Jamnary 1 ‘ - (11,432)
Depreciation charge - (45,728)
As at December 31 - (57,160)
Net book value - 857,410

Investment Property represents trading shops within organised marketplace in Andijon Province of
Uzbekistan, namely “Honabod Savdo Majmuasi” trading complex. This marketplace construction
completed in 2009 was fully financed by the Bank pursuant to the Resolution of the Government of the
Republic of Uzbekistan. Accordingly the Group overtook ownership of the trading complex with the view
to earn rentals from operating lease.

During 2011, Group has classified investment property as an asset held-for-sale as management is planning
to sell property within a short period of time and negotiations with potential buyers over the sale has started
as of December 31, 2011. For disclosure on assets held-for-sale, please refer to Note 22.

OTHER ASSETS

Other assets comprise:

December 31, December 31,
2011 2010
Other financial assets
Receivable from former employees 2,046,426 -
Receivable from Banks in liquidation process 1,500,000 -
Receivable from money transfer organisation 1.370.754 -
Commission receivable from customers 495,406 796,646
5,412,586 796,646
Less allowance for impairment losses (2,180,971) (776,272)
3,231,615 20,374
Other non-financial assets:
Prepaid expenses and advances 1,966,167 2,619,538
Prepayments for equipment for lease purposes 1,549,427 1,066,781
Prepaid income tax 1,396,992 993,929
Inventory 105,075 -
Other 1,875,962 1,362,811
6,893,623 6,043,059
Total other assets 10,125,238 6,063,433
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22,

Receivable from employees in the amount of UZS 2,046,426 thousand represents receivable from the
chairman of Chirchik branch, who has missapropriated cash from the vault of aforementioned branch on
August 2011. At present, current case is under investigation by law enforcement authorities.

Management of the bank has provided full provision for the outstanding amount in accordance with IAS 37
Provisions, contingent assets and liabilities.

Receivable from banks in liquidation process in the amount of UZS 1,500,000 thousand represents
receivable from “Uktambank™ OJSCB, which was liquidated during 2011. Management recognized no
impairment on this transaction, as subsequent to balance sheet date, in accordance with the Tashkent State
Commercial Court decision, the Group was entitled to the bonds of metallurgic company
(“Uzvtorcvetmet”) which previously were held by “Uktambank™ OJSCB.

Movements in allowances for impairment losses on other assets for the years ended December 31, 2011
and 2010 are disclosed in Note 7.

Prepaid expenses primarily represent settlements with the court and advances made for insurance and
‘subscription,

ASSETS CLASSIFIED HELD FOR SALE

December 31, December 31,
2011 2010
Assets related to subsidiary companies 9,826,468 -
Investment in recovery companies 3,815,284 16,374,241
Repossessed assets: C : ‘
Buildings held-for-sale 20,124,106 2,216,062
Equipment held-for-sale 212,140 539,650
Others assets held-for-sale 201,674 85,704
Total repossessed assets 20,537,920 2,841,416
34,179,672 19,215,657
Less allowance for impairment losses - (1,212,762)
Total assets classified held-for-sale 34,179,672 18,002,895
Liabilities directly associated with assets held-for-sale 266,722 -

Investment in recovery companies represents financial investments made by the Group to restructure
foreclosed assets of defaulted borrowers into newly incorporated company. On the basis of the Decree of
the President of Republic of Uzbekistan #P-4010 dated November 18, 2008 on "Measures on
realization/sale of insolvent companies on auction by commercial banks" the Group takes over the
insolvent companies and makes investments with the purpose of recovery and subsequent resale. As at
December 31, 2011, the Group had investments in "Ferghana ceramics industry" LLC and “Horazm shish
idishlari” LLC for the amount of UZS 1,226,176 (December 31, 2010: UZS 300,000 thousand) and UZS
2,589,108 thousand (December 31, 2010: nil), respectively. The Group actively markets these assets and
expects the sale to be completed within one year.

The Group is seeking to dispose of the repossessed assets, primarily buildings held-for-sale and
anticipates that the disposal will be completed during 2012. These assets were repossessed in respect of
loans to customers during 2011. Buildings held-for-sale include trading center (“Yoshlar Markazi”) in the
amount of UZS 7,000,300 thousand (December 31, 2010: nil) located at Andijan city which is anticipated
to be sold to Governmental funded entity “Kamolot”. Subsequent to balance sheet date, the Group has
disposed or concluded agreement for the sale of UZS 2,223,776 thousand of repossessed assets.

Assets related to subsidiary companies comprise total assets, less intercompany balances and transactions,

of "Quqon Lyuks Textile" (textile business) LLC and "Samarkand Aqua line" LLC (soft drink production
business) which are 100% owned by the Group. The Group is seeking to dispose of these business units
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and anticipates that the disposal will be completed during 2012. The major classes of assets and liabilities

of these business units as at the end of the reporting period are as follows:

December 31,

2011
Property, plant and equipment 7,134,649
Construction in progress 1,681,858
Other assets 1,009,961
Assets of the subsidiaries companies classified held-for-sale 9,826,468
Acconnts payable (240,976)
Other liabilites (25,746)
Liabilities of subsidiaries associated with assets
classified as held-for-sale (266,722)
Net assets of subsidiaries classified held-for-sale 9,559,746
23. DUE TO BANKS
Due to banks comprise:
December 31, December 31,
2011 2010
Term deposits of banks and other financial institutions 108,993,586 98,525,209
Correspondent accounts with other banks 3,662,960 2,457,692
Total due to banks 112,656,546 100,982,901

24,

As at December 31, 2011 and 2010 the Group had term deposits of other banks amounting to
UZS 52,800,000 thousand (49.2% (to 1 domestic bank) of total due to other banks) and UZS 47,700,000
(49% (to 1 domestic bank) of total due to other banks), respectively, which represent significant

concentration.

As at December 31, 2011 and 2010, due to banks included accrued interest expense totaling

UZS 2,164,773 thousand and UZS 908,677 thousand, respectively.

CUSTOMER ACCOUNTS

Customer accounts comprise:

December 31, December 31,
2011 2010
Repayable on demand 1,493,103,449 886,850,404
Time deposits 220,382,172 140,179,363
Total customer accounts 1,713,485,621 1,027,029,767
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Analysis by sector:
Manmufacturing
Utilities

Trade and catering
Individuals
Communication and transportation
Construction
Logistics
Government
Agriculture

Other

Total customer accounts

As at December 31, 2011 and 2010, customer accounts totaling UZS 353,665,358 thousand and
UZS 117,722,000 thousand, respectively, were held as security against letters of credit and other similar
instruments issued by the Group.

As at December 31, 2011 and 2010, customer accounts totaling UZS 723,995,193 thousand (42%) and UZS

December 31, December 31,
2011 2010
669,892,883 354,986,000
256,919,154 136,338,694
224,405,213 119,084,596
215,734,880 222,966,434
104,483,559 55,446,049
101,204,788 53,706,111

85,631,043 45,441,628
18,406,136 19,527,457
5,626,670 2,985,892
31,181,295 16,546,906
1,713,485,621 1,027,029,767

281,430,910 thousand (27%), respectively, were due to 6 customers in 2011 (2010: 5 customers), which

represents significant concentration.

As at December 31, 2011 and 2010, customer -accounts included accrued interest expense totaling

UZS 301,017 thousand and UZS 207,790 thousand, respectively.
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25. OTHER BORROWED FUNDS

Other borrowed funds comprise:

Currency Maturity Interest rate December 31, December 31,
Yo 2011 2010
International financial institutions
21/01/2028 -
China Expost-Import Bank UsD 21/0712031 2.0% 392,655,563 118,912,961
Landes Bank Berliner AG EUR 29/01/2016 Euribor + 1.5% 32,791,500 37,052,210
Industrial and commercial Bank of
China ("ICBC") UsD 07/03/2014 Libor +0.875% 20,614,489 - 25,683,048
China Development Bank ("CDB") UsD 14/08/2019 Libor + 1.5% 11,923,250 12,369,663
25/12/2014 - Euribor + 5.95% '
Commerzbank AG EUR 2771072016 Euribor +1.95%, 7% 10,461,689 4,120,704
Hypo und Vereinsbank ("HVB") EUR 02/12/2013 Evribor+1.25% 4,075,906 4,844,749
13/07/2012-  Libor + 0.95%, Euribor
Dresdner Bank AG USD/EUR 10/08/2012 +0.9% 1,336,413 2,170,080
Banca Nazionale del Lavoro ("BNL") EUR 20/02/2012 Euribor + 1.5% 150,220 416,632
Kreditanstalt fur Wiederaufbau
("KW EUR 30/1272017 3% - 952,657
Uzbekistan Finaneial Instituftions
Uzbekistan Fund for Reconstruction 16/04/2013 - :
and Development ("UFRD"} UsD 16/12/2031 0.5% - 6% 898,008,056 386,924,728
Loans payable to the CBU Uzs 3171272014 7.5%-12% 6,981,783 11,848,560
0740872014 -
Long term loans from other creditors UZs 06/04/2016 5-9% 3,636,175 2,594,233
Term borrowing and other accrued
interest payables UzZs - 0% 2,525912 1,490,791
Interest payaBle to CBU UZs - 0% 1,885,931 5,781,184
Long term loans from the Mim’stry of
Finance UZs - 0% 1,900,000 1,900,000
Ministry of Finance of Repubhc of . _
Uzbekistan UZ8 01/03/2013 1% 1,506,659 1,695,361
Term borrowings from non-budgetary
funds ) UZS - 1.75%-72% 364,348 960,930
Agency of agricultural enterprises .
restructuring UzZs - 0% - 297,000
Total other borrowed funds 1,390,817,903 620,015,493

The Group is obliged to comply with the financial covenants in relation to other borrowed funds disclosed

above,

In accordance with the financial line agreement with China Development Bank (CDB) dated June 23,

2008, the Group is obliged to comply with certain financial covenants. As at December 31, 2011, the
Group was not able to meet certain covenants of financial line agreement. Loan outstanding amount as of
balance sheet date is UZS 11,923,250 thousand. :

Despite, the identified non- comphance with the financial covenants of this agreement the Group will

o

continue cooperation with the financial institution.
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26. OTHER LIABILITIES

27.

Other liabilities comprise:

Other financial liabilities:
Payable to creditors of "PSB Anteks Group" LLC
Current account with Islamic Corporation for
Private Sector Development
Settlement with suppliers, contractors and purchasers

Dividends payable

Other non-financial liabilities:
Taxes payable, other than income tax
Accounts payable to employees
Deferred revenue

Other

Total other liabilities

December 31, December 31,
2011 2010
6,198,226 -
1,615,000 -
653,942 1,037,475
32,308 24,072
8,499,476 1,061,547
4,640,796 2,244,004
2,685,571 57,342
140,121 156,877
1,167,878 126,458
8,634,366 2,584,681
17,133,842 3,646,228

Payable to creditors of “PSB Anteks Group” LLC represents liability of the Group in front of creditors of
recovered (formerly bankrupt) entity. In accordance with the Decree of the President of the Republic of
Uzbekistan #UP4010 dated November 18, 2009, the Group took over bankrupt company JV “Baliqchiteks”
for nil amount. The Group has reformed the bankrupt entity into PSB Anteks Group LLC in partnership
with “Anteks” JSC. The Group has sold its investment in recovered entity (PSB Antek Group LLC) to
Anteks JSC during 2011. In accordance with the Decree, the Group has a commitment to repay liabilities

of the bankrupted company out of its profits.

Current account with Islamic Corporation for Private Sector Development (ICD) represents amounts
payable to sellers under line financing agreement with ICD dated June 9, 2009 (last amended May 24,
2011). For the Group’s role and responsibility under this line financing agreement, please refer to Note 28.

SHARE CAPITAL
As of December 31, 2011 the Group's share capital comprised the following:
} Authorized Inflation effect Total share
capital : capital
{UZS'000) (UZS'000) (UZS'000)
Ordinary shares 148,701,121 12,526,495 161,227,616
148,701,121 12,526,495 161,227,616

As of December 31, 2010 the Bank’s share capital comprised the following:

" Authorized Inflation effect Total share
capital capital
(UZS'000) (UZS'000) {(UZS'000)
Ordinary shares - 124,446,121 12,526,495 136,972,616
124,446,121 12,526,495 136,972,616
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The Group’s share capital comprises the following number of shares:

Share capital Treasury shares - Total
authorized, '
Pcs'000
Ordinary shares (par value of UZS 2,475}
December 31, 2009 | 48,000 - 48,000
Issue of shares 2,000 - -
Purchase of treasury shares - (5,028) (5,028)
December 31, 2010 50,000 (5,028) 42,972
Issue of shares 9,800 - 9,800
Sale of treasury shares - 2,360 2,360
December 31, 2011 59,800 (2,668) 55,131
Preference shares (par value of UZS 2,475)
Pecember 31, 2009 2,000 - 2,000
Issue of shares - - -
December 31,2010 2,000 - 2,000
Issue of shares - - -

December 31, 2011 2,000 - 2,000

The nominal registered amount of the Group’s issued share capital prior to restatement of capital
contributions. made before 1 January 2006 to the purchasing power of the Uzbekistan UZS at December
31, 2011 is UZS 154,625,272 thousand (December 31, 2010: UZS 124,446,121 thousand), including
nominal value of ordinary shares of UZS 149,675,272 thousand (December 31, 2010: UZS 119,496,121
thousand) and nominal value of preference shares of UZS 4,950,000 thousand (December 31, 2010: UZS
4,950,000 thousand).

In 2011, the Bank has issued shares in the quantity of 9.8 million pieces for the nominal value of UZS
2,475 for the amount of UZS 24,255,000 thousand as per approval of the Sharcholders’ Meeting held on
December 2010.

In 2010, the par value of both the ordinary and preference shares issued was increased twice: from UZS
2,200 to UZS 2,360 and from UZS 2,360 to UZS 2,475 per share as per approval of the Shareholders’
Meetings held in December 2009 and June 2010 by capitalization from retained earnings of 50,000
thousand shares amounting to UZS 8,000,000 thousand and UZS 5,750,000 thousand, respectively.

In 2011 the Group declared dividends of UZS 68 per share on ordinary shares (2010: UZS 58) and

UZS 495 per share on preference shares (2010: UZS 472). Subsequent to December 31, 2011 the Group
neither declared nor paid dividends on both ordinary shares and on preference shares.
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In the normal course of business, the Group is a party to financial instruments with off-balance sheet risk
in order to meet the needs of its customers. These instruments, involving varying degrees of credit risk, are
not reflected in the statement of financial position.

The Group uses the same credit control and management policies in undertaking off-balance sheet
commitments as it does for on-balance operations.

As at December 31, 2011 and 2010, contingent liabilities comprise:

December 31, 2011 December 31, 2010
Nominal amount  Risk weighted  Nominal amount Risk weighted

Contingent liabilities and amount amount

credit commitments:
Letters of credit 202,014,244 101,007,122 204,959,089 102,479,545
Guarantees issued and other similar :

instruments 189,054,390 94,527,195 226,390,566 113,195,283
Commitments on unused credit

lines 890,115018 445,057,509 603,581,740 301,790,870
Total contingent liabilities and

creit commitments 1,281,183,652 640,591,826 1,034,931,395 517,465,698

On June 9, 2009 (last amended on May 24, 2011) the Group entered into a line financing agreement with
Islamic Corporation for the Development of the Private Sector (ICD). The Group acts as an agent, duties of
which include finding applicants for Joans of ICD and to handle borrower screening and application
process. The Group provides guarantee to ICD for non-repayment of ICD approved projects.

As part of line financing agreement with ICD, the Group has to comply with certain covenants, non-
compliance of which may result in immediate cessation of the role of an agent. As at December 31, 2011,
the Group was not able to meet conditions of certain financial covenants of the agreément.

Management believes that identified non-compliance will not affect the financial position of the Group, as
suspension of the role of an agent will not result on direct liabilities of the Group. On the basis of historical
track of cooperating with ICD, management considers the suspension of aforementioned agreement to be
remote.

Capital commitments — the Group had no material commitments for capital expenditure outstanding as ats
December 31, 2011 and 2010.

Operating lease commifments — the Group had no material operating lease commitments outstanding as at
December 31, 2011 and 2010.

Legal proceedings — From time to time and in the normal course of business, claims against the Group can
be received from customers and counterparties. Management is of the opinion that no material unaccrued
losses will be incurred and accordingly no provision has been made in these consolidated financial
statements.

Taxation — Provisions of the Uzbek tax legislation are sometimes inconsistent and may have more than
one interpretation, which allows the Uzbek tax authorities to take decisions based on their own arbitrary
interpretation of these provisions. In practice, the Uzbek tax authorities often interpret the tax legislation
not in favor of the taxpayers, who have to resort to court proceeding to defend their position against the
tax authorities. It should be noted that the Uzbek tax authorities can use the clarifications issued by the
judicial bodies that have introduced the concept of “unjustified tax benefit”, “primary commercial goal of
transaction™ and the criteria of “commercial purpose (substance) of transaction™.

47



r—-

|

g

-
|

—a

-

[

.___,.‘
}

|- L3

=

[

5 [ S T S

h”4|

=

el

f—

29.

Such uncertainty could, in particular, be attributed to tax treatment of financial instruments/derivatives
and determination of market price of transactions for transfer pricing purposes. It could also lead to
temporary taxable differences occurred due to loan impairment provisions and income tax liabilities being
treated by the tax authorities as understatement of the tax base. The management of the Group is confident
that applicable taxes have all been accrued and, consequently, creation of respective provisions is not
required.

Generally, taxpayers are subject to tax audits with respect to three calendar years preceding the year of the
audit. However, completed audits do not exclude the possibility of subsequent additional tax audits
performed by upper-level tax inspectorates reviewing the resuits of tax audits of their subordinate tax
inspectorates. Also according to the clarification of the Country Constitutional Court the statute of
limitation for tax liabilities may be extended beyond the five year term set forth in the tax legislation, if a
court determines that the taxpayer has obstructed or hindered a tax inspection.

Operating environment — Emerging markets such as the Republic of Uzbekistan are subject to different
risks than more developed markets, including economic, political and social, and legal and legislative risks.
As has happened in the past, actual or perceived financial problems or an increase in the perceived risks
associated with investing in emerging economies could adversely affect the investment climate in te
Republic of Uzbekistan and the country’s economy in general.

Laws and regulations affecting businesses in the Republic of Uzbekistan continue to change rapidly. Tax,
currency and customs legislation within the country are subject to varying interpretations, and other legal
and fiscal impediments contribute to the challenges faced by entities currently operating in the Republic of
Uzbekistan. The future economic direction of the Republic of Uzbekistan is heavily influenced by the
economic, fiscal and monetary policies adopted by the government, together with developments in the
legal, regulatory, and political environment.

The global financial system continues to exhibit signs of deep stress and many economies around the
world are experiencing lesser or no growth than in prior years. Additionally there is increased uncertainty
about the creditworthiness of some sovereign states in the Eurozone and financial institutions with
exposure to the sovereign debt of such states. These conditions could slow or disrupt the country’s
economy, adversely affect the Group’s access to capital and cost of capital for the Group and, more
generally, its business, results of operations, financial condition and prospects.

TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties are assessed in accordance with IAS 24 “Related Party
Disclosures™. :

In considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form. Details of transactions between the Group and other related
parties are disclosed below:
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Cash and balances with CBU

-entities with joint control or significant

influence over the Bank

Due from banks
-entities under common control

Loans to customers
-shareholders
-entities under common control

Allowance for impairment losses
-the parent company
-entities under common control

Investments available for sale
~the parent company
-entities under common control

Investments in associates
- associates

Due to banks

-entities under common control

Customer accounts
-shareholders
-entities under common control

Other borrowed funds
-shareholders
-entities under common control

Guarantees issued and similar
commitments

-shareholders

-entities under common control

December 31, 2011

Related party  Total category as

balances

271,036,653
271,036,653

727,400,918
1,002,958,897
1,730,359,815

45,836,736
45,836,736

5,796,446

6,565,080

12,361,526

4,360,133
4,360,133

77,523,541
77,523,541

773,231,218
187,889,043
961,120,261

901,094,473
9,232,062
910,326,535

142,415,300
183,802,741
326,218,041

49

per financial
statements

caption

323,770,703

670,392,376

2,372,861,468

101,551,778

21,466,299

4,360,133

112,656,546

1,713,485,621

1,390,817,903

1,281,183,652

December 31, 2010

Related party Total category as

balances

205,933,917
205,933,917

1,152,256
1,152,256

216,285,225
634,049,099
850,334,324

1,234,964
15,942,122
17,177,086

14,479,001
3,027,910
17,506,911

4,052,268
4,052,268

72,812,066
72,812,066

81,774,503
222,947,187
304,721,690

388,430,532
960,930
389,391,462

56,380,029
139,400,000
195,780,029

per financial
statements
caption

248,970,393

153,454,290

1,476,775,268

71,580,748

24,184,618

4,052,268

100,982,901

1,027,02%,767

620,015,493

1,034,931,395
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Included in the statement of comprehensive income for the years ended December 31, 2011 and 2010, are
the following amounts which were recognized in transactions with related parties:

Interest income
~shareholders
-entities under common control

Interest expense
-shareholders
~entities under common control

Provision for impairment losses on
interest bearing assets
-entities under common control

Fee and commission income
-shareholders
-entities under common control

Fee and commission expense
-the parent company
-entities under common control

Operating expenses _
- Key management personnel
compensation:

Year ended
December 31, 2011
Related party  Total category as

transactions

20,740,042
31,787,401
52,527,443

10,582,967
2,378,155
12,961,122

24,914,904
24,914,904

8,006,984
21,759,017
29,766,001

433,900
4,186,224
4,620,124

143,523
143,923

50

per financial
statements
caption

137,096,541

52,947,801

51,276,622

88,180,566

13,005,958

49,790,332

Year ended
Pecember 31, 2010
Related party Total category as
transactions per financial
statements
caption

17,017,324 -
22,966,530 -
39,983,854 107,397,094
4,499,216 -
4,499,216 62,450,920
2,461,235 -
2,461,235 16,019,209
6,043,373 -
16,422,896 -
22,466,269 67,421,143
485,918 -
4,688,090 -
5,174,008 13,578,479

136,482 -

136,482 38,051,880
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30. FAIR VALUE OF FINANCIAL INSTRUMENTS

31.

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction
between knowledgeable willing parties in an arm’s length transaction, other than in forced or liquidation
sale. The estimates presented herein are not necessarily indicative of the amounts the Group could realize
in a market exchange from the sale of its full holdings of a particular instrument.

Assets for which fair value approximates carrying value

For financial assets and liabilities that have a short term maturity (less than 3 months), it is assumed that the
carrying amounts approximate to their fair value. This assumption is also applied to demand deposits and
savings accounts without a maturity.

Loans and advances to banks

For assets and liabilities maturing within three months, the carrying amount approximates fair value due to the
relatively short-term maturity of these financial instruments. For the assets and liabilities maturing in over
three months, the fair value was estimated as the present value of estimated future cash flows discounted at
the appropriate year-end market rates.

The fair value of financial assets and liabilities that are not carried at fair value in the statement of financial
position compared with the corresponding carrying value in-the financial statements of the Bank is
presented below:

December 31, 2011 December 31, 2010
Carrying value Fair value Carrying value Fair value

Cash and balances with

the CBU 323,770,703 323,770,703 248,970,393 248,970,393
Due from banks 670,392,376 669,857,153 153,454,290 151,793,654
Other financial assets 3,231,615 3,231,615 20,374 20,374
Due to banks 112,656,546 111,387,101 100,982,901 09,336,137
Other financial liabilities 8,499,476 8,499,476 1,061,547 1,061,547

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that it will be able to continue as a going concern while
maximizing the return to stakeholders through the optimization of equity balance.

The adequacy of the Group’s capital is monitored using, among other measures, the ratios established by
the Basel Capital Accord 1988 and the ratios established by the CBU in supervising the Group.

The capital structure of the Group consists of equity atiributable to equity holders of the parent,
comprising issued capital, reserves and retained earnings as disclosed in the statement of changes in
equity. ‘

The Management Board reviews the capital structure on a semi-annual basis. As a part of this review, the
Board considers the cost of capital and the risks associated with each class of capital. Based on
recommendations of the Beard, the Group balances its overall capital structure through the payment of
dividends or new share issues, as well as through the issue of new debt or the redemption of existing debt.
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The below ratio was calculated according to the principles employed by the Basle Committee by applying
the following risk estimates to the assets and off-balance sheet commitments net of allowances for losses:

Estimate Description of Position

0% Cash and cash equivalents

0% State debt securities

20% - Due from banks for up to I year

100% Loans to customers

100% Guarantees issued .

50% Obligations and commitments on unused loans with the initial maturity of over 1 year
50% Letters of credit not secured with cash

100% Other assets

The following table analyzes the Group’s regulatory capital resources for capital adequacy purposes.

Tier 1 capital

2011 2010
Movement in tier 1 capital:
At1 January 152,403,630 156,001,457
Issue of ordinary shares 24,255,000 -

. Profit 16,531,080 12,623,527
Dividends declared (4,398,101) (3,776,000)
Sale of treasury shares 5,843,010 -
Purchase of treasury shares ] - (12.445,354)
At 31 December 194,634,619 152,403,630

December 31, December 31,
Composition of regulatory capital (a): © 2011 2010

Share capital 161,227,616 136,972,616
Treasury shares (6,602,344) (12,445,354)
Disclosed reserves 38,713,967 26,912,073
Total qualifying tier 1 capital 193,339,239 151,439,335
Total regulatory capital 193,339,239 151,439,335
Capital Ratios;

Tier 1 capital 19.37% 15.74%
Total capital 19.51% 15.84%

Quantitative measures established by regulation to ensure capital adequacy require the Group to maintain
minimum amounts and ratios of total (8%) and tier 1 capital (4%) to risk weighted assets.

RISK MANAGEMENT POLICIES

Risk management is a process where management tries to limit the effect of risk by means of prevention,
containment and repair. The main risks inherent to the Group’s operations are those related to:

o Credit exposures

e Liquidity risk

e Market risk

The risk management function within the Group is carried out in respect of financial risks (credit, market,
geographical, currency, liquidity and interest rate), operational risks and legal risks. The primary objectives
of the financial risk management function are to establish risk limits, and then ensure that exposure to risks
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stays within these limits. The operational and legal risk management functions are intended to ensure
proper functioning of internal policies and procedires to minimize operational and legal risks.

The Group recognizes that it is essential to have efficient and effective risk management processes in
place. To enable this, the Group has established a risk management framework, whose main purpose is to
protect the Group from risk and allow it to achieve its performance objectives. Through the risk
management framework, the Group manages the following risks:

Credit risk

The Group takes on exposure to credit risk which is the risk that one party to a financial instrument will
cause a financial loss for the other party by failing to discharge an obligation. Exposure to credit risk arises
as a result of the Group’s lending and other transactions with counterparties giving rise to financial assets.

Credit risk measurement:

(a) Loans and advances. In measuring credit risk of loan and advances to customers at a counterparty
level, the Group reflects three components (i) the ‘probability of default’ by the client or
counterparty on its contractual obligations; (if) current exposures to the counterparty and its likely
future development, from which the Group derive the ‘exposure at default’; and (iii) the likely
recovery ratio on the defaulted obligations (the ‘loss given default’).

These credit risk measurements, which reflect expected loss (the ‘expected loss model’) are
embedded in the Group’s daily operational management. The operational measurements can be
contrasted with impairment allowances required under IAS 39, which are based on losses that have
been incurred at the balance sheet date (the ‘incurred loss model’) rather than expected losses.

(i) The Group assesses the probability of default of individual counterparties using internal rating
tools tailored to the various categories of counterparty. They have been developed internally based
on CBU regulations and combine with credit officer judgment and are validated, where
appropriate, by comparison with externally available data. Clients of the Group are segmented into
five rating classes. The Group’s rating scale, reflects the range of default probabilities defined for
each rating class. This means that, in principle, exposures migrate between classes as the
assessment of their probability of default changes. The rating tools are kept under review and
upgraded as necessary. The Group regularly validates the performance of the rating and their
predictive power with regard to default events.
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Group’s internal ratings scale:

Timely repayment of these loans is not in doubt. The borrower is a financially
stable company, which has an adequate capital level, high level profitability and
Good 1 sufficient cash flow to meet its all existing obligations, including present debt.
When estimating the reputation of the borrower such factors as the history of
previous repayments, marketability of collateral (movable and immovable property
-guarantee) are taken into consideration.

“Standard” loans are those loans, which are secured with a reliable source of
secondary repayment (guarantee or collateral). On the whole, the financial situation
of borrower is stable, but some unfavourable circumstances or tendencies are on
the present, which raise doubts on the ability of the borrower to repay the loan on
time. “Good” loans with insufficient information in the credit file or missed
information on collateral could be also classified as “standard” loans.

Standard 2

Substandard loans have obvious deficiencies, which make for doubtful repayment
of the loan on the conditions, envisaged by the initial agreement. As for
“substandard” loans, the primary source of repayment is not sufficient and the
Group has to seek additional loan repayment sources, which in case of non-
repayment is a sale of collateral.

Substandard 3

Doubtful loans are those loans, which have all the weaknesses inherent in those

Doubtful 4 classified as “substandard” with the added characteristic that the weakness make
collection or liquidation in full, on the basis of currently existing facts, conditions
and values highly questionable and improbable.

Loans classified as “loss” are considered to be uncollectible and have such little
value that their continnance as bankable assets of the Group is not warranted. This
classification does not mean that the loans have absolutely no chance of recovery,

Loss 5  but rather means that it is not practical or desirable to defer writing off these
basically worthless assets even thought partial recovery may be effected in the
future and the Group should make efforts on liquidation such debts through selling
collateral or should apply all forces for its repayment.

(ii) Exposure at default is based on the amounts the Group expects to be owed at the time of default. For
example, for a loan this is the carrying value. For a commitment, the Group includes any amount already
drawn plus the further amount that may have been drawn by the time of default, should it occur.

(iii) Loss given default or loss severity represents the Group’s expectation of the extent of loss on a claim
should default occur. It is expressed as percentage loss per unit of exposure and typically varies by type of
counterparty, type and seniority of claim and availability of collateral or other credit mitigation.

(b) Debt securities and other bills. For debt securities and other bills, an external rating such as Akhbor
Rating’s rating or their equivalents are used by the Group Treasury for managing credit risk exposures.The
investments in those securities and bills are viewed as a way to gain a better credit quality mapping and
maintain a readily available source to meet the funding requirement at the same time.

Risk limit control and mitigation policies. The Group manages, limits and controls concentrations of credit
risk wherever they are identified — in particular, to individual counterparties and groups, and to industries.

The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted

in relation to one borrower, or groups of borrowers, and to geographical and industry segments. Such risks
are monitered on a revolving basis and subject to an annual or more frequent review, when considered
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necessary. Limits on the level of credit risk by product, industry sector and by country are approved
quarterly by the Bank Council.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment obligations and by changing these lending limits where
appropriate.

Some other specific control and mitigation measures are outlined below.

(a) Collateral. The Group employs a range of policies and practices to mitigate credit risk. The most
traditional of these is the taking of security for funds advances, which is common practice. The Group
implements guidelines on the acceptability of specific classes of collateral or credit risk mitigation. The
principal collateral types for loans and advances are:

letter of surety
motor vehicle
building
insurance policy
equipment
inventory
deposit
residential

Collateral held as security for financial assets other than loans and advances is determined by the nature of
the instrument. Debt securities, treasury and other eligible bills are generally unsecured.

(b) Concentration of risks of financial assets with credit risk exposure. The Group’s management focuses
on concentration risk:

o the maximum exposure per borrower — not more than 25 percent of the Group's tier 1 capital
(based CBU regulation);

s the maximum exposure per borrower (unsecured loan) — not more than 5 percent of the Group's tier
1 capital (based CBU regulation);

¢ total loan amount to related party (based on CBU regulation) - not more than 25% of the Group's
tier 1 capital;

e the maximum exposure to economic sector — not more than 25 percent of total loan portfolio; and

e total exposure of significant loans — not more than 8 times own capital.

Impairment and provisioning policies. The internal and external rating systems described above focus more

~on credit-quality mapping from the inception of the lending and investment activities. In contrast,

impairment provisions are recognised for financial reporting purposes only for losses that have been
incurred at the balance sheet date based on objective evidence of impairment. Due to the different
methodologies applied, the amount of incurred credit losses provided for in the financial statements are
usually lower than the amount determined from the expected loss model that is used for internal operational
management and banking regulation purposes.

The internal rating tool assists management to determine whether objective evidence of impairment exists
under IAS 39, based on the following criteria set out by the Group:

Delinquency in contractual payments of principal or interest;

Cash flow difficulties experienced by the borrower (e.g. equity ratio, net income percentage of
sales);

Breach of loan covenants or conditions;

Initiation of bankruptcy proceedings;

Deterioraticn in the value of collateral.

The Group’s policy requires the review of individual financial assets that are above certain materiality
thresholds at least anmually or more regularly when individual circumstances require. Impairment
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allowances on individually assessed accounts are determined by an evaluation of the incurred loss at
balance-sheet date on a case-by-case basis, and are applied to all individually significant accounts. The
assessment normally encompasses collateral held (including re-confirmation of its enforceability) and the
anticipated receipts for that individual account.

The Group’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets on the
balance sheet. For guarantees and commitments to extend credit, the maximum exposure to credit risk is
the amount of the commitment. Refer to Note 27.

The Group reviews ageing analysis of outstanding loans and follows up past due balances. Management
therefore considers it to be appropriate to provide ageing and other information about credit risk.

Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a loss as a
result of another party to a financial instrument failing to perform in accordance with the terms of the
contract. The Group uses the same credit policies in making conditional obligations as it does for on
balance sheet financial instruments through established credit approvals, risk control limits and monitoring
procedures.

Maximum exposure of credit risk

The Group’s maximum exposure to credit risk varies significantly and is dependant on both individual
risks and general market economy risks.

The following table presents the maximum exposure to credit risk of balance sheet and off balance sheet
financial assets. For financial assets in the balance sheet, the maximum exposure is equal to the carrying
amount of those assets prior to any offset or collateral. The Group’s maximum exposure to credit risk under
contingent liabilities and commitments to extend credit, in the event of non-performance by the other party
where all counterclaims, collateral or security prove valueless, is represented by the contractual amounts of
those instruments.

December 31,

2011
Maximum Offset Net exposure Collateral Net exposure after
exposure after offset pledged offset and collateral
Cash and Balances with CBU 323,770,703 52,734,050 271,036,653 - 271,036,653
Due from banks 670,392,376 14,813 670,377,563 - 670,377,563
Loans to customers 2,271,309,690 - 2,271,309,690 2,244,173,451 27,136,239
Investments available-for-sale 21,466,299 141,960 21,324,339 - 21,324,339
Other financial assets 3,231,615 - 3,231,615 - 3,231,615
Guarantees issued and similar
commitments 189,054,390 - 189,054,390 - 189,054,390
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Cash and Balances with.CBU
Due from banks

Loans to customers
Investments available-for-sale

Other financial assets
Guarantees issued and similar
commitments

Maximum
exposure

248,970,393
153,454,290
1,405,194,520
24,184,618
20,374

226,390,566

Offset

43,036,476

94,540

Net exposure
after offset

205,933,917
153,454,290
1,405,194,520
24,090,078
20,374

226,390,566

Collateral

December 31,

pledged

1,384,971,232

2010

Net exposure after
offset and collateral

205,933,917
153,454,290
20,223,288
24,090,078
20,374

226,390,566

Financial assets are graded according to the current credit rating issued by international rating agencies.
The highest possible rating is AA. Investment grade financial assets have ratings from AAA to BBB.
Financial assets which have ratings lower than BBB are classed as speculative grade.

The following table details the credit ratings of financial assets held by the Group as at December 31, 2011:

AA

Due from banks
Loans to customers

Investments available-for-
sale
Other financial assets

As at December 31, 2010:

AA

Due from banks
Loans to customers

Investments available-for-
sale
Other financial assets

284,617,138

2,133,712

A

299,010,678

A

71,964,326

BBEB

11,315,304

BBB

51,857,453

BB B
1,511,927 71,327,019
BB B
- 20,428,613

Not rated

2,610,310
2,271,309,690

21,466,299
3,231,615

Not rated

7,070,186
1,405,194,520

24,184,618
20,374

December 31,
2011
Total

670,392,376
2,271,309,690

21,466,299
3,231,615

December 31,
2010
Total

153,454,290
1,405,194,520

24,184,618
20,374

The banking industry is generally exposed to credit risk through its financial assets and contingent
liabilities. Credit risk exposure of the Group is concentrated within the Republic of Uzbekistan. The
exposure is monitored on a regular basis to ensure that the credit limits and credit worthiness guidelines
established by the Group risk management policy are not breached.
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Geographical concentration

The Treasury Department exercises control over the risk in the legislation and regulatory arena and
assesses its influence on the Group’s activity. This approach allows the Group to minimize potential losses
from the investment climate fluctuations in the Republic of Uzbekistan. The Group’s Management Board
sets up country limits, while the Treasury department is responsible for assessment and control of the

concentration risk.

The geographical concentration of assets and liabilities is set out below:

FINANCIAL ASSETS

Cash and balances with the Central Bank

of the Republic of Uzbekistan
Due from banks

Loans to customers
Investments available-for-sale
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
Due to banks
Customer accounts
Other borrowed funds
Other financial liabilities

TOTAL FINANCIAL LIABILITIES

NET POSITION

FINANCIAL ASSETS

Cash and balances with the Central Bank of

the Republic of Uzbekistan
Due from banks
Loans to customers
Investments available-for-sale
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
Due to banks
Customer accounts
Other borrowed funds
Other financial liabilities

TOTAL FINANCIAL LTABILITIES

NET POSITION

December 31,
Uzbekistan OEC]_) NOH-OE:'CD 2011
countries countries

Total
323,770,703 - - 323,770,703
70,878,557 592,151,336 7,362,483 670,392,376
2,271,309,690 - - 2,271,309,690
20,466,299 1,000,000 - 21,466,299
3,231,615 - - 3,231,615
2,689,656,864 593,151,336 7,362,483 3,290,170,683
112,656,546 . - 112,656,546
1,713,485,621 - - 1,713,485,621
0922242 084 37,527,307 431,047,613 1,390,817,903
8,499,476 - - 8,495,476
2,756,884,627 37,527,307 431,047,613 3,225,459,547

(67,227,763) 555,624,029 (423,685,130)
December 31,
Uzbekistan OECI,) NOH-OE,:CD 2010
countries countries

Total
248,970,393 - - 248,970,393
18,958,116 130,881,401 3,614,773 153,454,290
1,405,194,520 - - 1,405,194,520
23,511,816 672,802 - 24,184,618
20,374 - - 20,374
1,696,655,219 131,554,203 3,614,773 1,831,824,195
100,215,809 - 767,092 100,982,901
1,027,029,767 - - 1,027,029.767
420,200,202 - 199,815,291 620,015,493
1,061,547 - - 1,061,547
1,548,507,326 - 200,582,382 1,749,089,708

148,147,893 131,554,203 (196,967,610)
59




09

T89°0LT06Z°E POT‘06+°088 6ZE08LLOD 06L°997°TE9  TIT'69L°ETT 88T°F98°0P0°T
S19°1£7°E - - - - CI91ET'E
PLSIF8 THE - b 0OL 180°6L - 0L9°65L°T9T
LER'QLY'THT - - - - LES'RLYT61
950°81976LT 9106+ 988 S8T08L°LOY 0£0°S8T°TSS  TTII'6OL'CTT  99T°F6£°78S
66Z°95F 12 - 868°0K6°S 001" 8LIE 100°051°L 000°L61°S
069°60£° 1L2°T FO1°06+988 L8T'6E8°009 085966 bFS  OTT°61THI1 665798 T1
108°055°82¢ - 0000001 001010 000°005°T TOL0P01TE
998°162° €1 - - - - 998°16Z°1€1
[B10L, .
110Z paunapun sIEk ¢ siBak g 0) Igad 10 sIIoW € 01
‘1€ TAqupda(q Aumey IO aeak | syjuom ¢ yjuous T

uowt 101 dny aBersae payySman

%96
%L9°8
%0270
%0¢°0

el
15313JUT ALY

$)95S% [BIOUCLL) [R)O]

S]9SSE [BIDUBULL JOYI()
syjueq woky angg

uesRieq2) Jo oqndsy ey
Jo dueg [BRUY) 1) 1M SIDUBTEQ PUR YSED)

sjasse
[epusuy Surieaq 3sa1)u] w0, .
2[BS-10J-9[(B[IBAR SIUSLIISIAU]
SI3UWDJSTD 0) SUBOT
syueq woly angg
uBIsRjaqz} Jo ayqnday s
1o yuegq [21U)) AY) YNMm SIOUB[E( PUE |SBD)

SLASSV TVIONVNIA

“Amyua oy Jo [euuosiad jusmaieuew

Aoy 01 AeuIsjur pepraoid wonewrioyur a1y wodn paseq st mofoq uoneussaid sy, ‘a[qes Surmor[oy o1 ur pajuesald ST SYSII el 181911 pue Apinbi a3 Jo STsA[eUR TY

"PUBLIAP JO S[2AJ] P)0adXaUN Je SEMBIPYIIM 19402 0} 908]d UT 9q P[NOYS JBY) SeNIIoR] SUIMOLIO] ISYI0 PUB YUEGIDIUT U0 [AS] WINTUUIGE 91} U0 PUR S[RMEIPYITM
nsodop j00wr 0} afqefivAe spury Fuunjew jo wonrodord wnturuT o) w0 syl sjes dnolf) oY) Jo juswSeuey JO pieog oy, 'ssa00id Juswoeuew SIUI[IqRI]/SIOSsE
Jo yed e st yorgm ‘suonerado Supjueq pue SIOWOISNO UO SMOJJ Used pajoadxa aumny jo Sumojmomw ATep suworied dnorny o ysu Anpmbyy aSeuew 0y 1opio uj

‘uopnestundo sofy yseo pue A)Ipmnbi] JUSLIND 10Y SJOIEW ASUOW ST} UT S[2ap YoIym Jusureda] Amsear], o) £q padeuew

ST A)TIqey] Jusnny) spolrad [eroueuly 1xau oy 10] A3ejens s,dno1n) ot Sururuisep ‘sisAfeue AjInyew Jo susst £q sysi Jo sadA) esary) sjonuos Juetmedac] ATseal], oi],

) “onp [[e] AJjenioe
Aot} s SJUSWINIISUY [RIOUBUL] )IM POIEIOOSSE SJUSUIIWIIOD [RIOUEI] JSUI0 Pue S[emeIpy)im 11sodap j0aur o) Spumy JusIoyns Jo AN[Iqe[IBAR 21} 0} SI9JaI S Ajpinbr]
s Appmbiy
) L I | [ L J ! ..l 1 | — L...J Lo L] 1 ] . Lo L L.




19

"I9)SAS [eIoUeul)
pue Awouoos 3] 0} soueprodunt s31 §unoaspyel dnoiny o) 10 poddns S JUSTHIILAOL 1]} JO 20UaPIAS 2[qI8ue) papraoid pue wonisod s, dnoIn U3 SZIJIGRIS O} PIsn oIom
Spuny 280U, “puUBSnNoOYl 000°6LZ°9-SZM JO unowe o1} Ioj [e)ded aIeys oY) 9SBAIOUT 0) PSPIOSP SIOPOYIBYS ‘9Jep 199Ys 90ur[R] O] Jusnbasqns ‘C¢ 9JON UI passnosip sy

*2INJNJ S[(BASAI0] SN} JOJ [SAR] JE[IWIS B J& UTetal [[I4 Surpuny JO 200§ SI) jet) pue ‘dnoiny
a1} yim susodop puewap 9y} PlOY SISWIOISNO 21} JBI} SAASI[q Juatmafeurin o7} ‘[0NU0d UOTHUIOD JSPUN SONIUd PuE SIAp[oyaleys S uo A[uewrid pajenuaosuod d1e
dnoi1n) ay) Jo suonesI[qo ULIR}-HOYS S "91ep 1991[S 2ouk[eq 21} 0} Juenbasqns sjuaAd 1) Jo sis{[eue pue soueunrojiad jsed uo poseq 9seq JUIpUN] SJUNOIOL JOUWOISND ST
Jo Ayqiqess o)) sassasse Arendar juswa§euew oy ], "s1owo)sno Jo sisodep puewsp £q pasneo st 2jep Sunpodar o1 Jaye poutad syjuow ¢ 03 dn oy de§ Anpinbi] sAnesaN

%L 2%E¢C %0T %6 %Z1 §]3SSE [RIOUEUY [€]0) JO

afejuooiad se ded QIANISUSS 1S0I0UT AATIB[NUINS)
GTI'PIS'LIL SSS6IO°SH0'T  SPOT8S'LFY  LS8'OSETRT S6L'LOO'TTE dud Lyanisnas
1SaJajul aAlpRIhuUIn)
(9T¥'S60°8LE)  SDSLEQ'SHY 161°52T°s98  (8£6°0S9°ST1)  S6LLODITY deg A)ALISUSS 15a1a)U]
(0ZH'S60°8LE)  16Z°001°66E 656'8sT'ere  (19g'9s2'e81)  (TTE96Z°01) deg Aypnbry
LYS'65H'STTE 065°G8S'¥9T°T  8£0°089'807 T£8°L00°88E  SLF'STOLOE  0T9°09Y°LSOT SOUIqEI] [RIAUTUY [BI0],
9LF 6618 - 9Z7°361°0 - - 0ST10£T san[1qR1| [RISUBUL ISYIO
LOD'TLET - - - - LOO'TLE T SpUry pamoLI0g 1310
€8 CSHPLICT - PEI6ELTY T66'LV0° 10T 6ZF'S09°pS 26T°€90°9L8 SJUNOOOE JSWOISN)
#89°8€5°S - - - - v39°8¢5°s s3jueq o130
LISP6OSED'T 065'GRSPOLY  LLO‘TPLGST 6£8°656'08T  6¥0°0TFTISE TLEOBETLY saTMIIqel] [eldueuy Suliea( 15319)u1 [EJ0L,
L68OFG'RBE 065°6TSLET T  SOREEIVIEL €I¥'9EL°| 0TZ051 808°008°31 96T SPURJ PAMOLIOG AU
89L°6T0'GES 000090°LC 0T 1L45°8T CILOLOTY]  TSTOLL'TET  £95°685°801 $450°8 SJUNO3Je JAOISN))
TOSLIILOI - TLSLE CIL'9PS Ep LLSTEES 61 000 000 %66'8 s)ueq 03 an(g
SALLITIGVIT T¥IDNVNIA
|Biog, AL
1107 pamjapun SILA G s1eak g 01 aeadk 1 01 SIPUOUI £ 0} 1S212)UY AN}
‘I£ B3quada( Ayamyepy RETY ) Jeak 1 syjuowt ¢ uom | ipuow [ op dny  aSeasae payydiopn
_ = -3 [ =2 C3J1 -2 -1 3 [C3 1 C i 1 1 3 /31 &3 /M3 /™3



9

& L

%6€ %EY %LT %6 %9 S)oSSE [BIOUBUY (210} JO
afejusorad se ded A)ADISUSS JSOIDJUN SATIE[UING
167°ZSS61L TESLOF'LBL £ET'CIS00S  PRL'BOTTLT  0GLPLEDII "ded A3IANIsuas J5313)u] AN E[AWNTY
(17€°558°L9) 665768987 6rY'OPT'8TE  P66°E68°T9 06L'PLEQTT de3 Liamsuas 1531910
(IPE°668°2L9)  PLE'SES'ILT OEE06¥OPT  TBTITL WY {Lo9'Lsy'TIy) de3 L1pinbry
B0L6BO'GYLL 1L666Y°E8F TSO'PPTILY SEF'F66°OPT  RT0'R19°S6 ZZTEEL 058 SANITIqRI] [RIDURTJ [R)0],
LPS 190°T - - - - LPSTT190°1 SOUITIGE]] [ETOURU 31O
16L°06%1 - - - - 16L°06%°1 Spuny pamoazoq 1o
96€°€66°S6L - STLYSO'ST 0T1°9SL°18 TILTLI'LL 8FR°LO0E80 SJUNO2IE JAUIOISN)
69€°99E°¢ - - - - 69€°99¢°¢ s3jueq 03 on(J

909°LLT'LYG 1L6'66P €8 LTELRT'LST STEBET'SO OTE'SHF'SL L99°008°791 SR [eryueul SulIea( IS2IANUI [B)O],
TOLYPTS'R19 1L6'66V ELY 150°608° 11 6E9°6LG'T 1R0°6£C 096 %L1 Spuny pamolioq JPyQ
1LE9E0°1ET 00000001 9ZEH0E'ST T8 Y 069°ER6'TS LOL'SOP'601 %186 SHUNOISE JOUICISN))
££5°919°L6 - 0S6'EL 8£0°088°31 ShSToT'ST 00000F"ES %69'8 syueq 03 ang
SALLITIAVIT TVIONVNIA
SEIPTS IERT 0£0'FPO'SIY 9Z6°6L0°PYF PLL'PBY'E6E  OTEGEE’OPT  SSS'SLT'GEY §]asSB [BIOUBUY [B)O ],
PLEOT - - - - PLEDT §)9SSE [BIOUBUI IO
65€°691 - - - - 6SE°G9T SYUBq WOy an(]

S9E'806'¥91 - y - - $9¢°306°H91 ueisjeqz(] Jo orqnday] s
Jo yueq [enUa) Y1 Yl sadUe[Rq pUR [SE))

L60"0EL 099°T 0£9°rPO°STH 9L6'6LOPIY FLLPBP'E6E  OTE6EEDPT LSHI8YCLT sjasse

[eueny Suraeaq 153.91ul [EjO,
819%81%T - LIY'SLLE SLELOYL €07 £95° 10871 Yb6'S 3[BS-10J-2]QB[IEAE SJUIUIISOAU]
0TS P61°50¥'1 0ESPPO'STH 605 P0E 6EY CSETEV'RSE  LHD'GEC VL I86°ELY 1S Y%EL'S SIAUI0ISND O} SULD]
1£6°882°€€1 - 000°000°1 Op0'SHHLE - S8 EPRYTI 98T L syueq w0y angg

8207908 - - - - 8T0°T90PS %190 ueIsDaqz() Jo orjqudayt oy
Jo queq [enua)) AU} YilM SIdUR[EQ pUB USB)
SLASSY TYIINVNIA

1¥10], eI
0102 saeak ¢ sieafk g 0} el 10 S|puocul € 0] 1S2.I)UN 2A1)II)JD
‘IE Jaquada( J2AQ J8ak [ sygjuour ¢ yuow | uow 7 o) A aderoae payyBapg
Lo ] i e L] L. o] .o Lo L1 i F L Lo . R s



£9

B0L680°6PL°Y TLG°661°E8D TS0PPTTLI SEPF66°0¥T 870°819°56 TTT'EEL 0SS
LPS 1901 - - - - LPSTO0°T
16L°06%°1 - - - - 164061
6L C66'S6L - SZL950°C] 011°96L°18 TILTLTLT 8¥8°L00°T89
69£°909¢°¢ - - - - 69€99¢€°C
900°LLI’LY6 1L6‘661°E8F LTE LRI LST STE'RET'SO 1L ShY ‘8L 199908791
0L bTS'219 1L6°66V°SLY 1S0°608°1+1 65£9°CL6'T 180°682 096
[LE9L0TET 000°000°01 " 9ZEPOLSI SO°TRE Y 069°EH6'TS LOL'SOF 601
€ES010°L6 - 0S6°¢L RE0°088°8T SHSTTST 000°00F°€S

;101

010z sIak ¢ sigak g 0} aBak 1 0) sypuouI £ 0}

‘1€ Jaquuada(q 1240 Jeak [ STjyTON § puowr | puow 1 03 dn)
ISSELOEET'E TLGLPLILOT Y TIPS 181607 SevPTi68e SO CLI°B0E 8T8°STT'SO'T
9.¥'661°3 - 9TT861°9 - - 0STT0ET
LO0°1LET - - - - LOOTLRT
£68°CSH PLI - PEI'GEL T Z66°LY0 10T 6ZF'S09PS 862°C90°9L3
r0°8es‘s - - - - P89°8ES'S
0£5°80LTH0T TT6LPLLOTT 08F"F+Z 091 £05°061°88T 0C0°800°PST 685 TSH'TLY
LOS 66T°T6E £0LTISOPE'1 £6L°0SH €1 G6E96ECT £85°0S1 681°0v3°81
660°0Z5 TS 61T'6ETLT SFT95L]T 069°066°TH1 Q0T EFTFET LL988T'601
$T6°888°L01 - TP8LE FLI098 P SRIPLO6I £TLOIE Y

1e30,
110Z sIBdL ¢ sIwic o) 1824 [ 0) Sppuow € 0)
‘1€ QU I3AQ Jedd [ syjuowt § yluour 1 puowr 7 03 dny

SANIqEI] [EIoEUY JEj0,

SONI{IqeI] [eIoUEUL DO
SpUny pamoLIoq Isyi0
FIUNOIOR IUI0ISND)
syueq 01 ang]

sap[Iqel| [erusul SULIEd( )saI8U] [RIO,
SPUNJ PAaMOLIOg 1310
SIUNOVOR JIDUINISNY)
syuRq 0] aN(]
SALLI'TIIVIT TVIDNVNIA

SOQI[IqEI] [BIAUENY [BJOL

senI[Iqe]] [EPURIY. IYI0
m—uﬁe —uvao.-._on .—Dﬂuo
SJUNOJJE J2UE0ISNT)
syueq o] angg

sapIIqel] [BrouRuL SuLieaq 15312001 ()0,
SpUnJ pamonoq Ly
SJUNODOB JAWOISNY
syURg 0) Ang[
STILITIAVIT TVIONVNIA

"POTISUI 1R JSBIDTUT JANOAJIR Y} JSpun worjisod [eIdUBUT JO JUSWISIE)S oY) UT paziugooar
10U 918 [OIyMm ‘sauI[Iqel] [RIOWeUT} 1O} SIsA[eue L)LmiBwl & SOPN[OUT Mo[aq uonjejussald o) se uonisod [RIOULUY JO JUSWAIEIS A} WO PIPI0dal sjunowe ay) 0} puodsariod
JoU Op $I[qE) IS} UL PISO[ISIP SJUNOWeE Y, */, S YI4 20URPIOe UL S9[qR) SUImor[o) oy ur pajuasard sT SYSLI 2)el Jsa1jul pue ANpInby ay) Jo s1sA[eus Iayuny v

e L]

Ll L

Lo L

— b . =t 1 o L

L



1 C3a

)/ ] g

—1

—

=

r—

]

-

]

|

Market risk

Market risk covers interest rate risk, currency risk and other pricing risks to which the Group is exposed to.
There have been no changes as to the way the Group measures risk or to the risk it is exposed.

The Group is exposed to interest rate risks as it borrows funds at both fixed and floating rates. The risk is
managed by the Group maintaining an appropriate mix between fixed and floating rate borrowings.

The Treasury Department also manages interest rate and market risks by matching the Group’s interest rate
position, which provides the Group with a positive interest margin. The Treasury Department conducts
monitoring of the Group’s current financial performance, estimates the Group’s sensitivity to changes in
interest rates and its influence on the Group’s profitability.

The Group monitors its interest rate margin and consequently does not consider itself exposed to
significant interest rate risk or consequently cash flow risk.

Interest rate risk sensitivity

Interest rate risk arises from the possibility that changes in interest rates will affect the value of the
financial instruments. '

The Group manages fair value interest rate risk through periodic estimation of potential losses that could
arise from adverse changes in market conditions. The Treasury Department conducts monitoring of the
Group’s current financial performance, estimates the Group’s sensitivity to changes in fair value interest
rates and its influence on the Group’s profitability.

The following table presents a sensitivity analysis of interest rate risk, which has been determined based on
“reasonably possible changes in the risk variable”. The level of these changes is determined by
management and is contained within the risk reports provided to key management personnel.

Impact on profit before tax based on asset values as at December 31, 2011 and 2010:

As at December 31, 2011 As at December 31, 2010
Interest rate Interest rate Interest rate Interest rate
+1% -1% +1% -1%
Assets
Investments available-for-sale 57.964 (57,964) 241,846 (241,846)
Liabilities |
QOther borrowed funds ' (781,142) 781,142 (394,074) 394,074
Net impact on profit before tax (723,178) 723,178 {152,228) 152,228
As at December 31, 2011 As at December 31, 2010
Interest rate Interest rate Interest rate Interest rate
+1% -1% +1% . -1%
Assets -
Investments available-for-sale 49,270 (49,270) 205,569 (205,569)
Liabilities
Other borrowed funds (663,971) 663,971 {334,963) 334,963
Impact on equity (614,701) 614,701 (129,394) 129,394
64
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Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The Group is exposed to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows.

The Treasury Department controls currency risk by management of the open currency position on the
estimated basis of UZS devaluation and other macroeconomic indicators, which gives the Group an
opportunity to minimize losses from significant currency rates fluctuations towards its national currency.
The Treasury Department performs daily monitoring of the Group’s open currency position with the aim to

match the requirements of the Central Bank of the Republic of Uzbekistan.

The Group’s exposure to foreign currency exchange rate risk as at December 31, 2011 and 2010 is
presented in the tables below:

UZS UsSDh EUR Other December 31,
USb 1= EUR1= Currency 2011

1,795.00 UZS 2,341.97 UZS Total
Financial assets
Cash and balances with the CBU 74,019,712 243,108,874 5,611,232 1,030,884 323,770,703
Due from banks 5,652,174 564,088,202 96,560,514 4,091,486 670,392,376
Loans to customers 810,123,067 1,376,914,952 84,271,671 - 2,271,309,690
Investments available-for-sale 21,005,925 460,374 - - 21,466,299
Other financial assets 1,679,349 1,544,291 7,975 - 3,231,615
Total financial assets 912,480,227 2,186,116,693 186,451,392 5,122,370 3,290,170,683
Due to banks 106,844,437 5,713,742 98,367 “ 112,656,546
Customer accounts 773,354,378 840,971,840 95,092,685 4,066,717 1,713,485,621
Other borrowed funds 13,455,106 1,298,010,099 79,352,698 - 1,390,817,903
Other financial liabilities 6,884,476 1,615,000 - - 8,499,476
Total financial liabilities 000,538,398 2,146,310,681 174,543,750 4,066,717 3,225,459,546
OPEN BALANCE SHEET

POSITION 11,941,829 39,806,012 11,907,642 1,055,653
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Financial assets

Cash and balances with the CBU
Due from banks

Loans to customers

Investments available-for-sale
Other financial assets

Total financial assets

Due to banks

Customer accounts
Other Borrowed Funds
Other financial liabilities

Total financial liabilities

OPEN BALANCE SHEET
POSITION

Currency risk sensitivity

UZS UsD EUR Other December 31,
USD 1= EUR1=UZS Currency 2010
UZS 1640.00 2,165.13 Total
182,521,200 64,502,065 087,986 959,142 248,970,393
19,448,439 80,803,456 25,332,678 27,869,717 153,454,290
700,169,307 610,351,312 94,673,901 - 1,405,194,520
23,763,997 420,621 to- - - 24,184,618
(330,643) 348,819 2,198 - 20,374
925,572,301 756,426,272 120,996,763 28,828,859 1,831,824,195
98,366,662 2,478,211 138,028 - 100,982,901
750,441,536 210,816,675 37,975,656 27,795,860 1,027,029,767
21,990,740 546,836,055 51,188,698 - 620,015,493
1,061,547 - - - 1,061,547
871,860,485 760,130,941 89,302,422 27,795,860 1,749,089,708
53,711,816 (3,704,669) 31,694,341 1,032,999

The following table details the Group’s sensitivity to a 10% increase and decrease in the USD against the
UZS. 10% is the sensitivity rate used when reporting foreign currency risk intemally to key management
personnel and represents management’s assessment of the possible change in foreign currency exchange
rates. The sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the period for a 10% change in foreign currency rates. The sensitivity
analysis includes external loans as well as loans to foreign operations within the Group where the

denomination of the loan is in a currency other than the currency of the lender or the borrower.

Impact on net profit and equity based on asset values as at December 31, 2011 and 2010:

Impact on profit or loss
Impact on equity

Impact on profit or loss
Impact on equity

As at December 31, 2011
UZS/USD UZS/USD
+10% -10%
4,258,933 (4,258,933)
3,620,093 (3,620,093)
As at December 31, 2011
UZS/EUR UZS/EUR
+10% -10%
1,186,616 (1,186,616)
1,008,624 (1,008,624)

66

As at December 31, 2010
UZS/USD UZS/USD
+10% -10%
(672,137) 672,137
{571,317) 571,317
As at December 31, 2010
UZS/EUR UZS/EUR
+10% -10%
3,169,214 (3,169,214)
2,693,832 (2,693,832)
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Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in a key assumption while other assumptions remain
unchanged. In reality, there is a correlation between the assumptions and other factors. It should also be
noted that these sensitivities are non-linear, and larger or smaller impacts should not be interpolated or
extrapolated from these results.

The sensitivity analyses do not take into consideration that the Group’s assets and liabilities are actively.
managed. Additionally, the financial position of the Group may vary at the time that any actual market
movement occurs. For example, the Group’s financial risk management strategy aims to manage the
exposure to market fluctuations. As investment markets move past various trigger levels, management -
actions could include selling investments, changing investment portfolio allocation and taking other
protective action. Consequently, the actual impact of a change in the assumptions may not have any
impact on the liabilities, whereas assets are held at market value on the statement of financial position. In
these circumstances, the different measurement bases for liabilities and assets may lead to volatility in

equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market movements to
demonstrate potential risk that only represent the Group’s view of possible near-term market changes that
cannot be predicted with any certainty; and the assumption that all interest rates move in an identical
fashion.

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices whether those changes are caused by factors specific to the individual security or its issuer or factors
affecting all securities traded in the market. The Group is exposed to price risks of its products which are
subject to general and specific market fluctuations.

The Group manages price risk through periodic estimation of potential losses that could arise from adverse
changes in market conditions and establishing and maintaining appropriate stop-loss limits and margin and
collateral requirements. With respect to undrawn loan commitments the Group is potentially exposed to a
loss of an amount equal to the total amount of such commitments. However, the likely amount of a loss is
less than that, since most commitments are contingent upon certain conditions set out in the loan
agreements.

SUBSEQUENT EVENTS

During December 2011, the Shareholders of the Group decided to increase the Share Capital of the Group
for the amount of UZS 6,279,000 thousand. As of the date when the financial statements were authorized
for issue, share emission prospectus was pending for registration by regulatory authorities.

On March 26, 2012, there was Government Decree for further increase of share capital of the Group during
the years 2012-2013 for the amount of UZS 152,000,000 thousand.
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