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Translation from Ukrainian original Translation from Ukrainian original
NOTES TO THE FINANCIAL STATEMENTS

1. Background information on activities in 2017
PUBLIC JOINT STOCK COMPANY "ALTBANK" (hereinafter - the "Bank") was established under the
laws of Ukraine on 21 October 1991. The Bank changed its shareholders, legal form and name as
follows:











since 1991 the Bank operated as a Limited Liability Company "AvtoZAZbank”;

in 2008 “Bank of Cyprus Public Company Limited” (Nicosia, Cyprus) obtained 99.7065% of
indirect share in the share capital of the Bank and the Bank changed its name to Open Joint
Stock Company "Bank of Cyprus”;
in 2010 the legal form of "Bank of Cyprus" was changed from open joint stock company to
public company;

in 2014 the non-resident companies gained 99.9129% shares in the Bank's share capital
through purchase of shares of “Bank of Cyprus Public Company Limited”. The Bank changed its
name to PJSC "BANK NEOS",

in 2015, the Bank belonged to the banking group consisting of PJSC "Alfa-Bank" and JSC "NEOS
BANK" on the basis of the joint controller with above non-resident companies;

in 2016 ABH Ukraine Limited became the owner of the controlling stake of the Bank in the
amount of 99.9129%, through acquisition of shares from non-resident companies and ABH
Ukraine Limited and then sold the Bank to individuals: Mr. Artyukh S.K., Mr. Degoda A.A., Mr.
Volokh I.O., Mr. Stolnikov L.O. and Mr. Shuptar O.V. The Bank ceased its participation in the
banking group;
on 18 November 2016 the Bank changed its name from PJSC "NEOS Bank" to JSC "ALTBANK",
which was recorded at the State Register of banks.

Bank is located at 5 Vuzovskaya Street, 03037, Kyiv, Ukraine.

The Bank is governed by the Laws of Ukraine “On banks and banking activity”, ”On joint-stock
companies”, “On securities and stock market”, “On accounting and financial reports in Ukraine”, Civil
code of Ukraine, Economic code of Ukraine, other current legislation of Ukraine, as well as normative
legal acts of the National Bank of Ukraine and other executive authorities.
Shareholders of the Bank. As at COB 31 December 2017, total direct significant share of individuals
in the Bank’s share capital was 99.946493% of shares and divided as follows:
Mr. Artyukh S.K
Mr. Degoda A.A.
Mr. Stolnikov L.O.
Mr. Volokh I.O.
Mr. Shuptar O.V.
Total

The rest of Bank’s shares belongs to private investors.

31 December
2017
24.592346%
24.592346%
24.592346%
20.017463%
6.151992%
99.946493%

31 December
2016
23.3097%
23.3097%
23.3097%
19.9839%
10.0000%
99.9130%

Management share in the Bank’s shares is 20.017463% and belongs to Mr. Volokh I.O., the Chairman of
the Management Board.
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Organizational structure of the Bank. As at 31 December 2017 the Bank has 1 department (as at
31 December 2016 – 1 department). As at COB 31 December 2017, total number of the Bank’s
employees was 72 people (as at 31 December 2016 – 75 people).
Licenses and permissions of the Bank. The Bank operates on the basis of the Bank License №106,
issued by the National Bank of Ukraine on 24 November 2016, which authorizes to conduct banking
services, including transactions in foreign currency (General License №106-3 of 5 December 2016).
The Bank is licensed to operate in the stock market for:





trading securities (dealer activity), license АЕ № 286991 of 28.08.2014, the National Securities
and Stock Market Commission’s decision № 825 of 25.09.2012;
trading securities (broker activity), license АЕ № 286990 of 28.08.2014, the National
Securities and Stock Market Commission’s decision № 825 of 25.09.2012;
depositary activity (depositary activity of the depositary institution), license АЕ № 286964 of
12.08.2014, the National Commission’s Securities and Stock Market Commission’s decision
№ 1954 of 24.09.2013;
depositary activity (activity of custodian of collective investment institutions), license
АЕ № 286965 of 12.08.2014, the National Securities and Stock Market Commission’s decision
№ 1954 of 24.09.2013.

The Bank's primary business is providing banking services to legal entities and individuals.

The Bank is a member of the Deposit Guarantee Fund (registration number 005, registration date: 2
September 1999).

2. Operating environment

Throughout 2017 systemic risks of the financial sector in Ukraine remained unchanged.
Macroeconomic environment inside and outside the country was moderately favourable for the
financial sector. The key mid-term risks include a low pace of structural reforms, slow growth of trade
partners’ economies, as well as delays in cooperation with international financial organizations, such
as IMF in the first place.

According to preliminary estimates, the real GDP indicated growth of 2.1% in 2017. The average
inflation rate by the 12 months of 2017 was 13.7%. The inflation pressure increased by the end of the
year because of the fluctuation of the UAH exchange rate and mitigation of the fiscal policy.
Accordingly, in order to facilitate the decrease of consumer inflation, the National Bank of Ukraine
increased a discount rate to 16% starting from26 January 2018 (as of 01 January 2017 the discount
rate was 14%). Moreover, the National Bank of Ukraine continued to gradually cancel the temporary
currency restrictions in place with subsequent liberalization of the currency market.
During 2017 the purge of banking system continued, 9 banks were declared insolvent.

Macroeconomic stabilization and improvement of the banking system contributed to restoration of
bank lending. During the year the credit risk exposure of the bank sector was gradually decreasing,,
which indicated restoring financial position of borrowers. In 2017 the inflow of deposits to the bank
intensified. Total balance of the deposits increased by 13% by the end of the year. The cash inflow in
national currency (hryvnia) showed an outpacing increase.
At present, the economic situation is mainly dependant on the external factors, as well as on the
efficiency of economic, financial and monetary measures of the Ukrainian government, along with the
launch of the real economic reforms and improvements in tax, legislation, regulatory and political
areas.
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3. Accounting policy
Basis for preparation. These financial statements have been prepared according to the International
Financial Reporting Standards (hereinafter - “IFRS”), adopted by the International Accounting
Standards Board (hereinafter – “IASB”), and interpretations issued by the International Financial
Reporting Standards Interpretations Committee (hereinafter – “IFRSIC”).
If not otherwise stated, these financial statements are presented in thousands of hryvnias (UAH).

These financial statements have been prepared by the historic cost method, except for measurements
at fair value of certain financial instruments according to International Accounting Standards
(hereinafter – “IAS”) 39 Financial instruments: recognition and measurement (hereinafter – “IAS 39”).
The main principles of the accounting policies are provided below.

Recognition and measurement of the financial instruments. Financial assets and liabilities are
recognized in the Statement of financial position when the Bank becomes a party to contractual
obligations in relation to this instrument. Operations on ordinary purchase and sale of financial assets
and liabilities are recognized as accounted for on the settlement date. All the purchases or sales of the
financial instruments are recognized when the Bank becomes party to contractual purchase of the
financial instrument.

Financial assets and liabilities are initially recognized at fair value plus, in case the financial asset or
financial liability are not recognized at fair value through profit or loss, transaction costs directly
related to the purchase or issue of this financial asset or liability.
Subsequently, financial assets and liabilities are presented at fair value, historical cost or at amortized
cost, depending on their classification.

The accounting policy on further revaluation of the financial instruments is described below in the
relevant accounting policy sections.
Key methods of financial instrument measurements

Fair value is a price that would be received by selling an asset or settling a liability in an arm’s length
transaction between market participants at the measurement date, regardless of whether that price is
directly observed on the market or measured using a different valuation technique. When assessing
the fair value of an asset or liability, the Bank takes into account the characteristics of the
corresponding asset or liability at the valuation date. Fair value for the purposes of measurement and
/ or disclosure in these financial statements is determined on this basis, except for leasing transactions
included in the scope of application of IAS 17 Leases and measurements that have a certain similarity
to the fair value but are not the fair value, such as the net realizable value in accordance with IAS 2
Inventories; or the cost of use in accordance with IAS 36 Impairment of assets.
In addition, for the purpose of these financial statements, the fair value measurements are categorized
by Levels 1, 2 or 3, depending on the extent, which of the inputs used for the fair value measurements
are observable, and the importance of such inputs for the measurement of fair value as a whole, which
can be described as follows:




Level 1 inputs are the quoted prices (unadjusted) in active markets for identical assets or
liabilities, to which the Bank has access to at the valuation date;

Level 2 are inputs other than quoted prices included in Level 1 that can be observed for an
asset or liability, either directly or indirectly; and
Level 3 represent inputs for an asset or a liability that is not publicly available.
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Initial value is cash or cash equivalents or the fair value of other resources paid to acquire an asset at
the acquisition date plus transaction costs. Initial value measurement is applied to investments in
equity instruments that do not have market quotes and fair value of which cannot be measured
reliably.

Transaction costs are incremental costs that directly attributable to acquisition, issue or disposal of a
financial asset or liability. The transaction costs do not include premiums or discounts on debt
instruments, costs of financing, internal administrative expenses or storage costs.

Amortized cost is the amount at which a financial asset or liability was recognized at initial
recognition less any principal repayments, plus accrued interest, plus (or less) accumulated amortized
discount or premium, and for the financial assets less any write-down for incurred impairment loss.
Effective interest method is method for calculating amortized cost of a financial asset or liability and
for allocation of interest income or interest expense for the relevant period.

Effective interest rate is the rate at which the future estimated cash payments or receipts (excluding
future loan losses) are discounted through the expected life of the financial instrument or, where
appropriate, a shorter period to the net carrying value of the financial asset or liability.
Gains and losses from further measurement is gain or loss arising from a difference in the fair value
of a financial instrument classified as a financial instrument at fair value through profit or loss is
recognized through profit or loss.

The gain or loss arising from a difference in the fair value of a financial asset available for sale is
recognized directly in other comprehensive income (except for impairment losses and gain and loss
arising from translation differences on debt securities available for sale) until this asset derecognition
date, when a cumulative gain or loss previously recognized in other comprehensive income is
recognized in profit or loss in the period it was earned (incurred), and is calculated using the effective
interest rate method.
Gains or losses on financial assets and liabilities is carried at amortized cost are recognized through
profit or loss in the period of the financial asset or liability derecognition or impairment.
Derecognition of financial assets and liabilities

Financial assets. A financial asset (or a part of a financial asset or part of a group of similar financial
assets) is derecognized when:
-

-

contractual rights to receive cash flows from this financial asset expire;
the Bank transferred its rights to receive cash flows from the asset or retained the right to
receive cash flows from the asset but assumed the obligation to pay them in full to a third party
without significant delay on the basis of the pass-through arrangement; and
the Bank: (a) has transferred substantially all risks and rewards of ownership of the asset, or
(b) neither transferred nor retained substantially all risks and rewards of ownership of the
asset, but did not retain control over the asset.
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A financial asset is derecognized when it has been transferred and such a transfer meets the
derecognition criteria. The transfer requires that the Bank either: (a) assigned contractual rights to
receive cash flows from the asset; or (b) retained the right to receive cash flows from the asset, but has
assumed the obligation to pay them to a third party. After such transfer, the Bank assesses how many
risks and rewards it retained of the ownership of the transferred asset. If all substantial risks and
rewards were retained, the asset remains recognized in the statement of the financial position. If all
substantial risks and rewards were transferred, the asset is derecognized. If all substantial risks and
rewards were retained or transferred, the Bank will assess whether it has retained control over the
asset. If the control over an asset is not retained, this asset is derecognized. In the case the Bank
retains control over an asset, it continues to be recognized proportionately to the Bank’s participation
in the asset.
Financial liabilities. A financial liability is derecognized when it is settled, annulled or expired.

In the case a financial liability is changed for another from the same creditor on significantly other
terms, or the existing liability sustains significant alterations, then the existing original liability shall be
derecognized and the new liability shall come into force and the difference of the relevant balancesheet value is recognized in the Statement of comprehensive income.

Cash and cash equivalents. For the purpose of preparation of these financial statements cash and
cash equivalents include cash on hand, balances on correspondent and time deposit accounts with the
National Bank of Ukraine, including deposit certificates of the National Bank of Ukraine, balances on
correspondent accounts with other banks, except for guarantee deposits and balances on
correspondent accounts with other banks, which were recognized as impairment in the form of
provisions calculated on individual basis. Due from other banks and provisions for impairment of
correspondent accounts with other banks are recognized as part of other financial assets.

For the purpose of preparation of the Statement of cash flows, assets that can be freely converted into
a corresponding amount of cash for a short period of time are recognized in cash and cash equivalents,
including: cash on hand, unrestricted balances on correspondent accounts with the National Bank of
Ukraine, due from other banks, with the exception of guarantee deposits and restricted balances. In
preparation of the Statement of cash flows the amount of mandatory reserves with the National Bank
of Ukraine is not recognized in cash equivalents due to existing restrictions on its use.
Due from banks. In the normal course of business the Bank provides cash or places deposits with
other banks for different periods. Due from banks with fixed maturities are subsequently measured at
amortized cost using the effective interest method. Cash without fixed maturities is carried at
amortized cost in accordance with expected maturity dates of such assets. Due from banks are carried
net of any allowance for impairment.
Loans to customers. Loans to customers are financial assets that are not derivative financial
instruments with fixed or determinable payments that are not quoted in an active market, except for
assets classified as other financial assets categories.

Loans to customers are initially recognized at fair value plus transaction costs directly attributable to
the purchase or creation of such financial assets. In case when fair value of the provided consideration
differs from the fair value of the loan, for example, if the loan is provided at a rate, which is below the
market value, the difference between the fair value of the consideration provided and the fair value of
the loan is recognized in the Statement of comprehensive income. Subsequently, loans are carried at
amortized cost using the effective interest method. Loans to customers are presented less any
provision for impairment

9

PUBLIC JOINT STOCK COMPANY “ALTBANK”
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
(in thousands of hryvnias)
Translation from Ukrainian original Translation from Ukrainian original
Provision for impairment of financial assets. The Bank recognizes impairment losses of financial
assets when there is objective evidence that a financial asset or a group of financial assets is impaired.
Losses from impairment of financial assets carried at amortized cost are measured as the difference
between the carrying value and the present value of expected future cash flows (excluding future
credit losses) discounted at the original effective interest rate of the financial asset. Calculation of the
present value of the future cash flows of a collateralized financial asset reflects the cash flows that may
result from foreclosure , irrespective of the foreclosure probability.

If, in the subsequent period, the amount of impairment loss decreases and the decrease can be
objectively related to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed.
Impairment losses determination is based on the risk analysis of the financial assets and reflects the
amount, which in the management's opinion, is sufficient to cover losses incurred. Reserves are
created as a result of an individual or collective (group) valuation of the financial assets, the amounts
of which are not individually significant.

The future cash flows in a group of financial assets that are collectively assessed for impairment are
calculated on the basis of contractual cash flows from assets and management experience in relation to
changes in the amount of overdue debts of borrowers grouped together on the basis of similar credit
risk characteristics. In order to determine consideration that can be obtained by grouping financial
assets on the basis of experience, historical data is adjusted to existing conditions that were not taken
into account in previous periods, and conditions that existed in the past and which do not exist at this
time are excluded.

The impairment losses are recognized through profit or loss as they result from one or more events
("loss events") occurring after the initial recognition of the financial asset, and the total amount of
impairment loss is deducted from the amount of assets presented in the Statement of financial
position. Factors that the Bank takes into account when determining whether there is objective
evidence of impairment of financial assets include information on significant changes in liquidity and
solvency, a decrease in net income from operating activities, a significant decrease of the internal
rating, breach of contractual terms of debt interest and principal repayment, likelihood of bankruptcy
or financial reorganization, levels and trends of maturity for similar financial assets, national and local
economic trends and conditions, as well as fair value of collateral and guarantees. These and other
factors, individually or collectively, in the management’s opinion, provide objective evidence that a
loss from impairment of a financial asset or a group of financial assets has been incurred. The main
criteria taken into account in determining the impairment of financial assets are their past due status
and the possibility to realize the appropriate collateral.
The Bank recognizes impairment loss of the financial assets that are measured at amortized cost using
a provision account, and financial assets measured at cost are recognized using the direct write-offs.

Credit related commitments. The Bank undertakes commitments related to lending, including credit
related commitments, commitments associated with issued financial guarantees. Financial guarantees
represent an obligation to pay a compensation for losses that arise when a customer cannot meet its
obligations to third parties under the original or modified terms of a debt obligation. The financial
guarantees are initially recognized at fair value, which is normally evidenced by the amount of fees
received. Subsequently, they are measured at the higher of: (a) the best estimate of expenditure
required to settle the commitment and determined in accordance with IAS 37 Provisions, contingent
liabilities and contingent assets; or (b) the remaining unamortized balance of the amount at initial
recognition recognized in the income on a straight-line basis. Credit related commitments, such as an
obligation to provide loans under certain conditions, are measured in accordance with IAS 37
Provisions, contingent liabilities and contingent assets.
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Securities designated at fair value through profit or loss. Financial assets designated at fair value
through profit or loss include:



debt securities, shares and other equity securities used by the Bank to generate profit from
short-term fluctuations in price to sell them within a short period after purchase;
any other securities defined by the Bank at initial recognition as such, for which the Bank has
an intention and ability to recognize at fair value through profit/loss (except for securities that
do not have quoted price on the active market and which fair value cannot be reliably
determined). These securities include those, not used by the Bank for generating profit from
short-term fluctuations in price and government bonds with indexed value, which comprise an
integral derivative. According to paragraph 12 of ISA 39, such securities are carried at fair
value through profit or loss.

Securities are initially measured at fair value and are not revaluated for impairment. Acquisition costs
are recognised at expenses at initial recognition of such securities. In case of fair value change,
securities are revalued at the balance sheet date with subsequent recognition in the Statement of
comprehensive income.

The methods of estimating the fair value of debt securities are determined by the Bank's internal
regulations. During 2017 and 2016, the Bank used the Level 1 inputs for estimating fair value,
including the quoted prices in active markets for similar assets to which the Bank had access to at the
valuation date.
Securities available for sale. Securities available for sale in the portfolio of the Bank comprise
securities, which are not classified as securities measured at fair value through profit or loss or
securities held to maturity.

Due to banks, customer and other financial institutions accounts Due to banks, customer and
other financial institutions accounts are initially recognized at fair value. They are subsequently
carried at amortized cost, and any difference between net proceeds and the amount paid is recognized
in the Statement of comprehensive income during the period of the relevant borrowings using the
effective interest method.
Fixed assets and intangible assets. Fixed and intangible assets are represented at historical cost less
accumulated depreciation and any impairment.
Historical cost of fixed assets consists of their initial cost, taking into account all expenses associated
with the acquisition, delivery, installation and commissioning of these assets.

All intangible assets of the Bank have a final term of use and mainly include software and licenses for
the right to use software products.
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Carrying value of fixed and intangible assets are amortized for the purpose of gradual write-off of
assets during their expected useful lives. they are depreciated on the straight-line method at the
following annual rates and the useful lives applied:
-

-

machinery and equipment - 6 years and 7 months with depreciation rate of 15%;
vehicles - 6 years and 7 months with depreciation rate of 15%;
tools, appliances, inventory (furniture) - 6 years and 8 months with depreciation rate from 6%
to 15%;
other fixed assets – 12 years with depreciation rate of 12%;
renovation of leased premises - during the lease term;
software - 10 years with depreciation rate of 10%;
other intangible assets - up to 10 years with depreciation rate up to 10%;
depreciation of low-value non-current fixed assets is recognised in the first month of asset use
at 100% of its value.

In 2017 useful lives of fixed and intangible assets were reviewed but not changed compared to last
year.

The improvement of the leased property is amortized over the lease term or the useful life of the
leased asset, whichever is shorter. Asset repair and renovation expenses are accrued as they are
incurred and recognized in operating expenses if they are not capitalized.

Improvement costs that lead to increase of initially expected benefits from fixed assets use, increase
the initial or revalued value of these assets. Fixed assets repair and maintenance expenses are
recognized as incurred in the Bank’s expenses..

Fixed and intangible assets are derecognized after disposal or when it is no longer expected to receive
future economic benefits from their continued use.
Profit (loss) from sale of fixed assets, calculated as the difference between the amount received and
the asset carrying value,, is recognized in the Statement of comprehensive income.

Carrying value of fixed and intangible assets is revised at each reporting date to determine the possible
excess of its carrying amount over the cost of recovery. If carrying amount of an assets exceeds the
expected value of the consideration, it is reduced to the amount of consideration.
The amount of consideration is the higher of: fair value less costs of sale and cost of use. Impairment is
recognized in the appropriate period and included in operating expenses.
Investment property. Non-current assets are classified as investment property if they are real estate
(land, building, part of a building or a combination thereof) held by the Bank to:
-

gain profit as a result of increase in its market value in the long run;
obtain lease (rent) payments.

At initial recognition the Bank measures and carries investment property at initial cost, which includes
its acquisition cost and all costs directly related to its acquisition. Expenses of repair and maintenance
of investment property are recognized in profit or loss during as incurred.

After initial recognition investment property is measured and carried at fair value (revalued amount)
with recognition of changes in fair value through profit or loss, without recognition of amortization
and impairment..
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Assets available for sale. The Bank classifies non-current assets (or a disposal group) as available for
sale if their carrying amount is recovered through sale, but not through their use. For this purpose,
non-current assets shall be available for immediate sale in their present condition and only under
regular conditions for selling such assets, with a high probability of their sale.

High probability of sale means the firm intention of the Bank's management to sell a non-negotiable
asset (or a disposal group) and start of active actions to find a buyer. Subsequently, a non-current
asset (or a disposal group) shall be actively offered for sale at a reasonable price that is,based on its
present fair value. In addition, presentation of a sale transaction as completed shall be expected within
one year from the date a non-current assets is classified as available for sale.
The Bank measures an asset (or a disposal group) classified as available for sale at a lower of: its
carrying amount or fair value less costs of sale. The Bank recognizes impairment loss from any initial
or subsequent asset write-off to its fair value less cost of sale, if events or changes in circumstances
indicate a possible reduction in its carrying amount.
Derivatives. The Bank identifies derivatives (derivatives) as financial instruments that meet the
following characteristics:
its value changes in response to change of the established interest rate, cost of financial
instrument, sale price, exchange rate, price indices or rates, etc., on the condition that in case of
non-financial variable amount, this variable amount is not determined for the party to the base
contract;
- it does not require initial net investments, smaller than those that would be required for other
contract types and that, as expected, similarly respond to changes in market factors;
- is a forward contract.
Derivative is recognized as a financial asset or financial liability at the date the liability arises to
purchase or sell the subject of the contract. During 2016 the Bank carried out a currency swap
transaction. This transaction was carried in conformity with IFRS requirements for derivative.
Derivatives are recognized at their fair value as at the date of the contract and revaluated at fair value
through profit/loss. Derivatives are recognized as assets if their fair value is positive; or as a liability, if
their fair value is negative. Fair value of derivative not available for purchase or sale on the active
market is determined by estimation methods.
-

During 2017 the Bank did not have transactions with derivatives.

Income tax. Income tax is recognized in the financial statements in accordance with the requirements
of the effective or substantively effective Ukrainian legislation at the end of the reporting period. The
expenses (reimbursement) on Income tax include current and deferred taxes and are recognized in
profit or loss for the year unless they are required to be reflected in other comprehensive income or
directly in equity due to the transactions in the income statement, which are also included in other
comprehensive income or directly in equity in the same or in any other reporting period.
Current tax is the amount, which, as expected, is due to or from tax authorities based on taxable profit/
loss for the current or previous periods. Taxable profit or loss is based on the estimates if the financial
statements are approved before appropriate tax returns are submitted. Other taxes, apart from income
tax, are recorded in administrative and other operating expenses.
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Deferred tax is the amount, which, as expected, is due to be paid or repaid on the difference between
the carrying amount of assets and liabilities in the financial statements and appropriate tax base used
for taxable income calculation and is accounted using the balance sheet liability method. Deferred tax
liabilities are generally recognized for all taxable temporary differences, and deferred tax assets are
recognized to the extent that it is probable that future taxable profit will be available against which the
deductible taxable differences can be utilised. Such assets and liabilities will not be recognized if the
temporary differences arise from the initial recognition of other assets and liabilities in a transaction
that does not affect the amount of tax or accounting profit.

Carrying amount of deferred tax assets is revised as at each reporting date and is reduced to the extent
that it is no longer probable that future taxable profit, sufficient to recover this asset fully or partially,
will be available.
Deferred tax is recognized in the Statement of comprehensive income, except in cases when it relates
to terms directly attributable to equity, when deferred tax is also recognized in equity.

Deferred tax assets and deferred tax liabilities are offset and presented in the Statement of financial
position when:
-

the Bank has a legally enforceable right to repay current tax assets against current tax
liabilities; and
deferred tax assets and deferred tax liabilities relate to income tax is levied by the same tax
authority on the same taxpayer.

Contingent assets are not recognized in the Statement of financial position, but disclosed in the notes
to the financial statements when it is probable to receive economic benefits.
Contingent liabilities are not recognized in the Statement of financial position, but disclosed in the
notes to the financial statements, except in cases when the outflow of resources as a result of
repayment is insignificant.

Provisions for contingent liabilities are recognized when the Bank has a current legal or
constructive obligation arising as a result of past events, and it is probable that the outflow of
resources embodying certain economic benefits is required to settle this obligation; and the size of
such obligations can be reliably estimated. Provisions for contingent liabilities are measured in
accordance with IAS 37 Provisions, contingent liabilities and contingent assets, which requires
application of estimates and judgments of the management.

Share capital and share premium. Contributions to the share capital are recognized at their initial
cost. Share premium is the excess of contributions over the nominal value of shares issued and their
placement cost. Gains and losses from sale of own shares are recognized in share premium.
Dividends from ordinary shares are recognized in equity as a decrease in equity in the period it was
announced. In accordance with IAS 10 Subsequent Events, dividends declared after the balance sheet
date are considered as subsequent events and are disclosed accordingly.

Reserve capital. Reserve, presented in equity (other comprehensive income) in the Statement of
financial position of the Bank, includes a revaluation reserve that includes changes in fair value of
investments available-for-sale.

Other income from transactions with shareholders. Non-repayable financial assistance or
equipment received free of charge from shareholders, as well as the difference between fair value of
extended loans and contractual value of transactions with the Bank’s shareholders is recognized in
other income from operations with shareholders.
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Interest income and expenses. Interest income and expense are recognized on an accrual basis using
effective interest rate. If there is any doubt about the possibility of loan repayment, its value is reduced
to the present value of expected cash flows, with subsequent recording of interest income calculated
using effective interest rate that have been used to estimate impairment loss. If a loan is recovered, the
actual interest received is recognized in interest income.

Fee and commission income and expense. Fee and commission income and expense is generally
accrued depending on the degree of completeness of the particular transaction, which is defined as the
part of actually rendered service in the total amount of services to be provided. Income and expense
recognized by the Bank from transactions to be presented in the financial statements are allocated to
income and expense received as a result of the operating, investment and financial activities of the
Bank. Income /expense is accrued and presented in the Bank's financial statements if the following
conditions are met:
-

for assets and liabilities - there is a real debt;
for services rendered (received) - the financial result can be accurately estimated and there is
an agreement on providing (receipt of) services in place and /or documents confirming their
complete (partial) provision.

If the above conditions are not met, income /expense is recognized by the Bank at the time of actual
receipt /payment of funds.
Staff costs. Staff costs, contributions to the state social funds, paid annual vacations, disability
payments, bonuses, as well as non-monetary rewards are accrued in the year, in which the relevant
services were provided by employees. The Bank, in accordance with the legislation of Ukraine,
transfers single social contribution to the state social funds, including: pension, social insurance for
temporary disability, compulsory state social insurance against unemployment and social insurance
against accidents.
Funds transferred to state-owned social funds are recognized as expenses of the Bank as paid. Staff
costs also comprise cost of provisions for vacation pay and bonuses . The Bank does not have any
other payment obligation after employee redundancy or other substantial payments that require
accrual.

Lease agreements. A lease agreement, in which a significant part of the risks and benefits associated
with the ownership right remains with the lessor, is classified as operating lease. Payments under
operating lease agreement and any lease benefits received are recognized in the Statement of
comprehensive income in equal parts during the lease term.

Foreign currency transactions. These financial statements are presented in Ukrainian hryvnias,
which is the currency of the main economic environment the Bank operates in (functional currency).
Monetary assets and liabilities denominated in currencies, other than the functional currency of the
Bank (in foreign currencies), are translated into Ukrainian hryvnia at the respective official exchange
rates that are effective at the reporting date.

The balance sheet assets and liabilities denominated in foreign currencies are recognized in the
Statement of financial position at the official exchange rate ruling at the date they occur and revalued
at the exchange rate at the reporting date. Income and expenses in foreign currency are recognized at
the official exchange rate ruling at the date they occur, rather than at the settlement date, and if the
cash method is applied, at the rate of settlement. All gains and losses arising from this recalculation are
recognized in the net gain/(loss) from foreign currency transactions.
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Exchange rates. The following official exchange rates were used to prepare these financial
statements:
Currency

U.S. dollar (USD)
Euro (EUR)

Operating segments.

31 December 2017
28.067223
33.495424

31 December 2016
27.190858
28.422604

Operating segments are components of the Bank that carry out its business activities (receive income,
incur expenses), which reports are regularly analyzed by people responsible for making operating
decisions and for which separate financial information is available.
A person responsible for making decisions is the person or a group of people that distribute the Bank's
resources and evaluate results of its activities. The Management Board of the Bank functions as the
person responsible for making decisions that analyzes the internal reports in order to assess the
Bank’s performance and distribute its resources.

The criteria for recognizing reportable segments. Reportable segment is a distinguishable component
that provides a product or service (or a group of interrelated products or services) and is subject to
risks and rewards that are different from those of other segments. Income, including both sales to
external customers and intersegment sales or transfer pricing transactions, is 10% (or more) of the
combined (internal and external) income from all operating segments.
According to the above, operating segments of the Bank include:

services to individuals: this business segment provides banking services to clients - individuals,
including opening and servicing current and savings accounts, deposits, treasury services, credit card
services, lending, etc.;

services to corporate clients: this business segment provides servicing current accounts, deposits,
providing loans in various forms, foreign currency purchase and sale, etc.;
centralized treasury banking operations: a business segment that organizes Bank’s financing and
risk management by raising funds in financial markets, issuing securities, investing in liquid assets.

Transactions between segments are arm’s-length transaction. Resources are redistributed between
segments, which raises segment transfer price income or expense that is recognized in operating
result. There are no other existing significant redistributions between segments. Segment assets and
liabilities make up the most part of profit/loss and tax consequences are not excluded. Equity is not
attributable to segments, except for results of the current year segment and other comprehensive
income.
Application of critical management judgments and sources for uncertainty of estimates.

Preparation of financial statements requires the management to apply professional judgments,
estimates and assumptions that affect the amount of assets, liabilities and contingent liabilities
recognized as at the date of the financial statements, as well as the amounts of income and expenses
for the reporting period. Estimates and associated assumptions are based on historical experience and
other factors that management takes into account. Actual results may differ from these estimates and
assumptions.
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Judgments, estimates and basic assumptions are regularly reviewed. Revised estimates are recognized
in the accounting in the period they were revised and further applied in all subsequent periods.
Professional judgments that have the most significant impact on the amounts presented in the
financial statements and estimates that may result in significant adjustments to the carrying amount of
assets and liabilities during the next fiscal year include:
Going concern. This financial statements have been prepared based on the assumption that the Bank
is able to continue as a going concern in the nearest future. The management and shareholders intend
to further develop the Bank's activities. The management believes that application of the assumption
about the Bank's ability to continue as a going concern is adequate, taking into account the proper
level of capital adequacy, shareholders' intentions to support the Bank, as well as historical experience
indicating that short-term liabilities will be refinanced in the ordinary course of business.

Fair value of investment property. Investment property is subject to regular revaluations.
Revaluation is based on the valuation of an independent appraiser, who uses professional judgments
and estimates to identify similar constructions, asset useful life, and income capitalization rates

Deferred tax assets. Deferred tax assets are recognized for all temporary differences included in tax
expenses, to the extent where it is probable to receive tax income, against, which temporary
differences that reduce taxable income can be realized. Estimation of this probability is based on the
managements’ forecast of the future taxable profit and supplemented by subjective judgments.
Initial recognition of related party transactions. In the ordinary course of business, the Bank carries
out transactions with related parties. IAS 39 requires accounting for financial instruments under initial
recognition at fair value. In the absence of an active market professional judgment is used to such
transactions to determine whether such transactions are priced at market or non-market rates. This
judgment is based on pricing for similar types of transactions with unrelated parties and effective
interest rate analysis.

Provisions for impairment of financial guarantees and other contingent liabilities are measured in
accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets, which requires use of
management judgment and estimates.

4. Application of new and revised standards

The Bank evaluates where possible the potential effect of all new standards and amendments that
become effective in the future periods.
Amendments to IFRS 7 titled Disclosure Initiatives (issued in January 2016) - Amendments to IAS 7
titled Disclosure Initiative (issued in January 2016) – The amendments, applicable to annual periods
beginning on or after 1 January 2017, require entities to provide information that enable users of
financial statements to evaluate changes in liabilities arising from their financing activities At first
application of the amendments, the companies do not have to provide comparative information. These
amendments will not have significant effect on the Bank's financial statements.
Amendments to IAS 12 titled Recognition of Deferred Tax Assets for Unrealised Losses (issued in
January 2016) – The amendments, applicable to annual periods beginning on or after 1 January 2017,
clarify the accounting for deferred tax assets related to unrealised losses on debt instruments
measured at fair value, to address diversity in practice. These amendments did not have an effect on
the Bank’s financial statements.
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Amendments to IFRS 2 titled Classification and Measurement of Share-based Payment Transactions
(issued in June 2016) - The amendments, applicable to annual periods beginning on or after 1 January
2018, clarify the effects of vesting and non-vesting conditions on the measurement of cash-settled
share-based payments (SBP), the accounting for SBP transactions with a net settlement feature for
withholding tax obligations, and the effect of a modification to the terms and conditions of a SBP that
changes the classification of the transaction from cash-settled to equity-settled. These amendments
will not have effect on the Bank's financial statements.
Amendments to IFRS 40 titled Transfers to or from an investment property (issued in December 2016)
- The amendments, applicable to annual periods beginning on or after 1 January 2018 specify the
requirements for transfers to / from investment property for unfinished construction objects. Before
these amendments issue IFRS 40 did not have a separate guidance on the transfers to /from the
investment property for unfinished construction objects.

IFRS 15 titled Revenue from Contracts with Customers (issued in May 2014 and amended for
clarifications in April 2016) - The new standard, effective for annual periods beginning on or after 1
January 2018, replaces IAS 11, IAS 18 and their interpretations. It establishes a single and
comprehensive framework for revenue recognition to apply consistently across transactions,
industries and capital markets, with a core principle (based on a five-step model to be applied to all
contracts with customers), enhanced disclosures, and new or improved guidance (eg the point at
which revenue is recognised, accounting for variable consideration, costs of fulfilling and obtaining a
contract, etc.). The Bank expects IFRS 15 to be used for preparation of the Bank’s financial statements
after it becomes mandatory and that the application of the new standard may have effect on the
statements’ amounts related to the Bank's income. However, it is practically impossible to provide a
reasonable estimate of this effect before making a detailed analysis.

IFRS 9 titled Financial Instruments (issued in July 2014) – This standard will replace IAS 39 (and all
the previous versions of IFRS 9) effective for annual periods beginning on or after 1 January 2018. It
contains requirements for the classification and measurement of financial assets and financial
liabilities, impairment, hedge accounting and derecognition. IFRS 9 requires all recognised financial
assets to be subsequently measured at amortised cost or fair value (through profit or loss or through
other comprehensive income), depending on their classification by reference to the business model
within which they are held and their contractual cash flow characteristics. For financial liabilities, the
most significant effect of IFRS 9 relates to cases where the fair value option is taken: the amount of
change in fair value of a financial liability designated as at fair value through profit or loss that is
attributable to changes in the credit risk of that liability is recognised in other comprehensive income
(rather than in profit or loss), unless this creates an accounting mismatch. For the impairment of
financial assets, IFRS 9 introduces an “expected credit loss” model based on the concept of providing
for expected losses at inception of a contract; it will no longer be necessary for there to be objective
evidence of impairment before a credit loss is recognised. For hedge accounting, IFRS 9 introduces a
substantial overhaul allowing financial statements to better reflect how risk management activities are
undertaken when hedging financial and non-financial risk exposures. The derecognition provisions are
carried over almost unchanged from IAS 39.
The Bank has taken the following preliminary steps to prepare for IFRS 9 Financial Instruments
application:




preliminary classification of financial instruments in accordance with the standard
requirements, which will be presented in the Statement of financial position in subsequent
periods;
developing models for estimating expected credit losses on financial assets;
preliminary calculation of estimated allowances for expected credit loss in accordance with the
standard requirements.
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According to the preliminary estimation of the Bank, quantitative effect of IFRS 9 application as at 31
December 2017 on the amount of estimated allowances should have been UAH 6,600 thousand.

5. Cash and cash equivalents

Cash and cash equivalents for the purpose of the Statement of financial position are as follows:
31 December
2017

31 December
2016

12,505
13,869
57,739
266,001
350,114

3,615
17,224
17,751
305,431
344,021

31 December
2017

31 December
2016

Cash and cash equivalents

350,114

344,021

Less accrued income
Total cash and cash equivalents

(1,136)
348,978

(431)
341,017

Cash
Funds with the National Bank of Ukraine
Correspondent accounts
Deposit certificates of the National Bank of Ukraine
Total cash

Cash and cash equivalents for the purpose of the Statement of cash flow are as follows:

Less mandatory reserves with the National Bank of Ukraine

-

(2,573)

In 2017, presentation of cash and cash equivalents for the purpose of the Statement of financial
position was changed following adoption of the Board of the National Bank of Ukraine Resolution No.
752 of 23 November 2017, which cancelled the requirement for mandatory reserves amount to be
kept daily as at the beginning of the trading day on the correspondent account of the bank with the
National Bank of Ukraine. The amount of the minimum mandatory reserve deposited as at 31
December 2016 on the correspondent account with the National Bank of Ukraine in the amount of
UAH 2,573 thousand, is included in Cash and cash equivalents in the Statement of financial position.

6. Securities designated at fair value through profit or loss

Government bonds denominated in UAH
Government bonds denominated in US dollars
Total securities designated at fair value through profit
or loss

31 December
2017

31 December
2016

49,575
14,639

15,470
14,381

64,214

29,851
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7. Loans to customers
Loans to customers are presented as follows:

31 December
2017

31 December
2016

86,926
211
87,137

-

Corporate loans
Consumer loans to individuals
Provision for loan impairment
Total loans net of provision for impairment

As at December 31, 2017 maximum credit risk exposure per one contractor is UAH 40,614 thousand.
Analysis of changes in provision for loan impairment for 2016:
Balance as of December 31, 2015
Change in provision for the year
Bad debt write-off
Adjustment of interest income on
impaired loans
Exchange differences
Balance as at 31 December 2016

Corporate loans

Consumer loans to
individuals

(1,158)
1,247

(11,650)
(3,614)
17,172

-

(924)
-

(89)

Total
(12,808)
(3,614)
18,419

(984)

(1,073)

(924)
-

In 2017, bad debt previously written off against provisions was repaid in the amount of UAH 361 thousand.
Structure of loans as per economic activity:
Economic sector
Real estate
Temporary placement and catering
Recycling
Wholesale and retail trade
Individuals
Total loans to customers

Information about loans as per collateral in 2017:
Unsecured loans
Loans collateralized by:
real estate
including housing
other assets
Total loans

31 December 2017

31 December 2016

amount

%

amount

%

40,614
40,156
5,597
559
211
87,137

46.6
46.1
6.4
0.6
0.2
100

-

-

Corporate loans

Consumer loans to
individuals

Total

5
86,921
120
120
86,801
86,926

211
211

216
86,921
120
120
86,801
87,137
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Analysis of loans by credit quality for 2017:

Corporate loans

Consumer loans to
individuals

Total

86,926

211

87,137

86,926

211

87,137

Loans neither past due nor
impaired
Provision for loans impairment
Total loans less provision for
loan impairment

-

Effect of collateral value on credit quality for 2017:
Corporate loans
Consumer loans to individuals
Total loans to customers

-

-

Carrying
value

Collateral value

Effect of
collateral

86,926
211
87,137

86,921
86,921

5
211
216

8. Securities available for sale
Type of activity
Corporate shares, including:

Other types of monetary
Settlement Centre PJSC
intermediation
UFB PrJSC
Financial markets management
UMVB PrJSC
Financial markets management
SVIT PJSC
Telecommunication
Provisions for impairment of securities
Total securities available for sale less provision for
impairment

31 December
2017
12
2

8
1
1
(1)
11

31 December
2016
12
2

8
1
1
(1)
11

9. Investment Property
31 December
2017
Investment property at fair value at the beginning of the period
Disposals
Transfer from / to assets available for sale (Note 12)
Improvement
Gains from the revaluation to fair value
Fair value of investment property at the end of the period

3,998
(2,000)
(663)
1,335

31 December
2016
205,391
(206,820)
63
5,364
3,998
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As at the end of 2017 investment property includes one object of non-residential property. As at the
end of 2016, six objects, five of which in total value of UAH 2,691 thousand, were located in the
Autonomous Republic of Crimea. During 2017, one object of property located in the AR of Crimea was
derecognized and the other four objects were reclassified to non-current assets helkd for sale.
Information about these assets is disclosed in Note 12 Non-current assets held for sale.

The Bank revalued carrying value of investment property based on the conclusion of the independent
appraiser as of 19 December 2017.

10.Fixed assets and intangible assets

Machinery and Other fixed
equipment
assets
As at December 31,
2015:
initial cost
accumulated
depreciation
Additions
Disposals
Depreciation(Note
22)
As of December 31,
2016:
initial cost
accumulated
depreciation
Additions
Disposals
Depreciation (Note
22)
As of December 31,
2017:
initial cost
accumulated
depreciation

Construction in
progress

Intangible
assets

Total

2,014

1,042

3,970

425

7,451

5,553

4,872

3,970

1,590

15,985

724
(241)

-,
-,

292
-

1,908
(383)

(3,539)

(3,830)

(675)

2,089

(472)

1,053

5,833

892
(142)

-

(1,165) (8,534)

-,

3,970

(176) (1,323)
541

7,653

4,047

3,970

1,883

15,733

786
(181)

10,017
(7,683)

1,173

6,304

(2,778)

-

(3,744)

(2,994)

(741)

(485)

2,250
(35)
3,563
7,396

(3,833)

3,951

-

(1,342) (8,080)

-

(235) (1,461)

6,304

2,588 15,641
(71) (7,970)
2,823
4,168

13,863
21,819

(1,345) (7,956)

The initial value of fully depreciated fixed assets and intangible assets is UAH 3,979 thousand UAH 334
thousand respectively. At the reporting date the Bank has no developed intangible assets.
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11.Other assets
Other assets are presented as follows:

31 December
2017

31 December
2016

6,970
136
40
8
(113)
7,041

13,220
2,506
38
27
16
(2,534)
13,273

231
456
3
-

690

804
618
1
(767)

(113)
7,731

(3,301)
13,929

OTHER FINANCIAL ASSETS
Cash deposits placed with other banks
Accrued income receivable
Receivables on operations with customers
Travellers’ checks
Other financial assets
Allowance for impairment of other financial assets
Total other financial assets less allowance for impairment
OTHER NON-FINANCIAL ASSETS
Receivables on purchase of assets and prepaid services
Costs of future periods and taxes and fees paid
Inventories
Receivables on settlements with bank employees
Allowance for impairment of other non-financial assets
Total other non-financial assets less allowance for
impairment
Total allowance for impairment of other assets
Total other assets less allowance for impairment

656

Maximum risk exposure as per one contractor as at 31 December 2017 and as at 31 December 2016 is
UAH 6,970 thousand, and UAH 13,220 thousand respectively.
Analysis of changes in allowance for impairment of other financial assets for 2017:

Balance as at 1
January 2017
Increase/(decrease)
in allowance for
impairment for the
period
Bad debt write off
Balance as at 31
December 2017

Receivables
from bank
transactions

Accrued
income
receivable

Receivables on
purchase of
assets and
prepaid
services

(36)

(2,486)

(767)

(12)

(3,301)

-

(48)

12

8

(28)

-

(4)

36

-

2,425,
(109)

755

Other
financial
assets

Total

-

3,216

(113)

In 2017 debt written off in 2017 in the amount of UAH 11 thousand was repaid.
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Analysis of changes in allowance for impairment of other assets for 2016:
Accrued
income
receivable

Receivables on
purchase of
assets and
prepaid services

(34)

(2,523)

(894)

-

-

70

Receivables
from bank
transactions

Balance as at 1 January
2016
Increase/(decrease) in
allowance for impairment
for the period
Bad debt write off
Balance as at 31
December 2016

(2)

(36)

37

Other
financial
assets

- (3,451)

57

(2,486)

Total

(12)

-

(767)

80
70

(12) (3,301)

In 2016, bad debt in the amount of UAH 4 thousand, previously written off against allowance, was
repaid.
Analysis of the credit quality of other financial assets for 2017:

Neither past due nor impaired:
banks
new customers
Past due but not impaired:
past due up to 31 days
past due from 32 to 92 days
Individually impaired:
not past due
past due from 32 to 92 days
past due from 93 to 183 days
past due from 184 to 365 days
past due over 366 days
Allowance for impairment
Total other financial assets
less allowance for impairment

Cash deposits
placed with
other banks,
travellers’
checks and other
financial assets

Receivable
on
operations
with
customers

Accrued
income
receivable

Total

6,974
6,974
4
4
(4)

40
40
-

9
9
16
4
12
111
3
9
37
62
(109)

7,023
6,974
49
16
4
12
115
4
3
9
37
62
(113)

6,974

40

27

7,041
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Analysis of the credit quality of other financial assets for 2016:
Cash deposits
placed with
other banks,
travellers’
checks and other
financial assets

Receivable on
operations
with
customers

Accrued
income
receivable

Total

13,252
13,252

-

15
-

13,267
13,252

12
12
(12)

38
2
36
(36)

10
2,490
5
7
6
6
2,466
(2,486)

10
2,540
12
7
7
6
6
2,502
(2,534)

Neither past due nor impaired:
banks
customers with credit history
over 2 years
new customers
Individually impaired:
not past due
past due from 32 to 92 days
past due from 93 to 183 days
past due from 184 to 365 days
past due over 366 days
Allowance for impairment
Individually impaired:
Total other financial assets
less allowance for impairment

-

13,252

-

2

5

19

5

13,273

12.Non-current assets held for sale

Non-current assets at fair value at the beginning of the period
Transfer from / to investment property (Note 9)
Disposals
Non-current assets at fair value at the end of the period

31 December
2017

31 December
2016

2,000
(1,280)
720

-

Real estate reclassified from investment property in 2017 the Bank accounts for non-current assets
held for sale (Note 9). Two objects in total value of UAH 1,280 thousand was realized in 2017.

As at 31December 2017, the value of non-current assets held for sale located in the AR of Crimea is
UAH 720 thousand, a 100% prepayment was received under previous agreements signed with
potential buyers (Note 15).

13.Due to banks

Correspondent accounts of Ukrainian banks
Total due to banks

31 December
2017

31 December
2016

1,842
1,842

-
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14.Customer accounts
31 December
2017

31 December
2016

107,533
103,888
3,642
3
201,690
192,400
9,062
228
309,223

137,834
121,715
1,332
2
14,785
132,544
131,481
844
219
270,378

Legal entities:
current accounts
term deposits
inactive accounts
other customer accounts
Individuals:
current accounts
term deposits
inactive accounts
Total customer funds

In 2017 and 2016 the Bank received funds to cover credit risk on guarantees in the amount of UAH
122 thousand and UAH 33 thousand respectively.
An economic sector concentration with customer accounts is as follows:

31 December 2017

Individuals - residents
Wholesale and retail trade; repair of motor
vehicles and motorcycles
Individuals – non-residents
Information and telecommunication
Real estate
Recycling
Construction
Legal entities – non-residents
Others
Total customer accounts

31 December 2016

amount

%

amount

%

147,416

47.6

118,121

43.7

54,277
7,878
7,280
6,439
4,246
2,478
2,929
309,223

17.6
2.5
2.4
2.1
1.4
0.8
0.9
100

14,423
754
3,503
54,576
5,782
2,474
824
270,378

5.3
0.3
1.3
20.2
2.1
0.9
0.3
100

76,280

24.7

69,921

25.9

As at 31 December 2017 and as at 31 December 2016 customer accounts in the amount of UAH
196,988 thousand and UAH 177,378 thousand respectively were received from five legal entities and
individuals.
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15.Other liabilities

Other financial liabilities
Payables on other financial liabilities
Repayable financial aid
Total other financial liabilities
Other non-financial liabilities
Payables on assets acquisition and payment for services
Payables on sale of assets
Payables on settlements with bank employees
Deferred income
Payables on taxes and mandatory payments other than income
tax
Provision for legal claims and credit related commitments (Note
28)
Total other non-financial liabilities
Total other liabilities

31 December
2017

31 December
2016

2,822
2,822

143
4,950
5,093

444
720
1,117
487

248
853
21

1,361

9

379

90

4,508
7,330

1,221
6,314

16. Share capital, share premium and other income from transactions with
shareholders

Balance as at 31 December 2016
Additional shares in issue
Balance as at 31 December 2017

Number of
shares in issue

Share
capital

Share premium
and other income
from transactions
with shareholders

Total

700,643,600
438,245,289
1,138,888,889

126,116
78,884
205,000

27,445
27,445

153,561
78,884
232,445

Nominal value per share as at 31 December 2016 is UAH 0.18. In 2017, the Bank had additional issue
of 438,245,289 ordinary registered shares for the amount of UAH 78,884 thousand, which were fully
paid. On 5 October 2017 the National Securities and Stock Market Commission registered the Report
on private placement of the Bank's shares and issued the Certificate of shares issue registration under
registration No. 09/1/2017, registration date 31 January 2017, date of issue 5 October 2017, due to
increase in the Bank’s share capital to UAH 205,000 thousand.
In 2017 dividends were not paid. As at the end of the year shares ownership is not restricted. The
Bank did not issue shares under option or sales agreement terms.

As at 31 December 2017 and 31 December 2016 income from transactions with shareholders of UAH
27,404 thousand and share premium of UAH 41 thousand are recognized in equity.
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17.Revaluation reserve
31 December
2017

31 December
2016

-

150

-

(150)
-

Balance at the beginning of the period
Changes for the period, including
changes in revaluation reserve on disposal of buildings
Balance at the end of the period

18.Maturity analysis of assets and liabilities
31 December 2017
less
than 12
months
ASSETS
Cash and cash equivalents
Securities designated at fair value
through profit or loss
Loans to customers
Securities available for sale
Investment property
Current tax assets

Deferred tax assets
Fixed assets and intangible assets
Other assets
Non-current assets held for sale
Total assets
LIABILITIES
Due to banks
Customer accounts
Other liabilities
Total liabilities

over 12
months

31 December 2016

Total

less than
over 12
12
months
months

350,114

-

350,114

344,021

11,339

75,798

87,137

-

-

1,333

64,214
-

-

11

1,335

64,214
11

-

- 344,021
-

29,851

11

11

-

-

12,771
13,863
7,731
720
434,118 105,111

-

3,998

12,771
8,807
8,807
13,863
7,653
7,653
7,731
13,929
- 13,929
720
539,229 389,193 20,469 409,662

1,842
307,848
7,330
317,020

1,842
309,223 269,019
7,330
6,314
318,395 275,333

1,359
1,359

1,375
1,375

1,335

29,851

Total

1,333

1,392

-

3,998
1,392

270,378
6,314
276,692
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19.Interest income and expenses

INTEREST INCOME
Deposit certificates issued by the National Bank of Ukraine
Loans of customers, including:
interest income on impaired loans
Due from other banks
Securities designated at fair value through profit or loss

Total interest income
INTEREST EXPENSES
Placements on demand of individuals
Placements on demand of legal entities
Term deposits of individuals
Term deposits of legal entities
Term deposits of other banks
Correspondent accounts and placements on demand of other
banks
Term deposits of non-bank financial institutions
Total interest expense
Net interest income / (expense)

31 December
2017

31 December
2016

26,606
7,509
3,350

13,471
21
21
5,232

2,914

40,379

18,959

(2,954)
(2,715)
(336)
(26)
-

(941)
(1,697)
(7)
(60)
(6,956)

(6,031)
34,348

696
(8,968)
9,991

-

235

(3)

20.Fee and commission income and expense

FEE AND COMMISSION INCOME
Transactions in foreign exchange market
Settlement and cash transactions
Guarantees issued and off-balance sheet transactions
Transactions with securities for customers
Credit service
Others
Total fee and commission income
FEE AND COMMISSION EXPENSES
Commission expenses on transactions with banks
Settlement and cash transactions
Depositary services
Others
Total fee and commission expense

31 December
2017

31 December
2016

9,747
8,776
170
133
79
106
19,011

1,006
1,486
2
235
117
2,846

(1,547)
(187)
(85)
(1,819)

(117)
(19)
(35)
(12)
(183)
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21.Other operating income

Compensation for operating expenses
Payables written off against income

Excess in fixed assets and intangible assets from inventory
Income from operating lease
Income from disposal of fixed assets
Income for early repayment
Other operating income
Total operating income

31 December
2017

31 December
2016

910
64

-

46

-

141
16
1,177

2,617
1,425
558
93
4,693

31 December
2017

31 December
2016

(23,329)
(5,532)
(4,585)

(13,349)
(1,009)
(4,286)

(3,970)
(1,461)
(1,146)
(218)
(4,433)
(49,114)

(1,323)
(22)
(497)
(2,372)
(26,700)

31 December
2017

31 December
2016

(59)

-

22.Administrative and other expenses

Staff costs
Payment cards maintenance expenses
Operating lease expense
Maintenance costs of fixed assets and intangible assets,
telecommunication and other operational services
Impairment of non-current assets
Depreciation of fixed assets and intangible assets (Note 10)
Marketing and advertising expenses
Security costs
Other expenses
Total administrative and other operating expenses

(4,440)

(3,842)

23.Income tax
Income tax expense:

Current income tax expense
Change in deferred income tax
Temporary differences
Total income tax reimbursement

3,964
3,905

8,807
8,807

The Bank accounts for income tax based on the tax accounting data prepared in accordance with
Ukrainian tax legislation requirements, which may differ from International Financial Reporting
Standards. Permanent tax differences have effect on the Bank’s financial statements as certain
expenses are not tax deductible and certain income is tax exempt.
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Deferred taxes reflect the net tax effect of temporary differences between the carrying amount of
assets and liabilities for the purposes of the financial statements and the amount used for tax purpose.
Temporary differences as at COB 31 December 2017 and 31 December 2016 relate to used tax losses
carried forward.

The Bank assessed the existence of taxable profits, against which to deduct temporary difference
during three years and recognized the deferred tax asset as at 31 December 2017 in the amount of
UAH 12,771 thousand (as at 31 December 2016 in the amount UAH 8,807 thousand). The tax
legislation in force at the end of 2017 does not limit the realization periods for unused tax losses and
origination of taxable profit, to deduct temporary difference through reversal, but, a longer period is
not considered by the Bank due to possible changes in the tax legislation.
Tax Code of Ukraine established 18% income tax rate for 2017 and 2016.

Reconciliation of accounting and tax profit (loss) for the years ended 31 December 2017 and 2016
31 December
2017

31 December
2016

5,075
(914)

(7,308)
1,315

Profit / (loss) before tax
Theoretical tax change at the applicable tax rate
Adjustment of accounting profit:
Tax effect of permanent differences
Tax losses carried forward
Income tax expense

(27)
4,846
3,905

Tax effect related to recognition of deferred tax assets and deferred tax liabilities for 2017
Balance
at the
beginning
of the
period

Tax effect of deductible/(taxable) temporary differences
Tax losses carried forward
Net deferred tax asset
Recognized deferred tax asset

8,807
8,807
8,807
8,807

Recognized
through

profit / loss
3,964
3,964
3,964
3,964

(3)
7,495
8,807

Balance
at the
end of
the
period
12,771
12,771
12,771
12,771
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Tax effect related to recognition of deferred tax assets and deferred tax liabilities for 2016.
Balance at
the
beginning
of the
period

Tax effect of deductible/(taxable) temporary differences
Tax losses carried forward
Net deferred tax asset
Recognized deferred tax asset

Recognized
through
profit / loss
-

8,807
8,807
8,807
8,807

Balanc
e at
the
end of
the
period
8,807
8,807
8,807
8,807

24.Earnings per share

Profit/(loss) for the year
Weighted average number of ordinary shares in issue (in
thousands),( Note 16)
Net profit/(loss) per ordinary share (in kopeks)

31 December
2017
8,980

31 December
2016
1,499

1.15

0.21

782,289

700,644

25.Operating segments
Information on reportable segments of the Bank for 2017 is presented below.
Reportable segment assets and liabilities for 2017.

Reportable segment assets
Reportable segment liabilities
Capital investments
Depreciation

Services to
individuals

Services
to
corporate
clients

Centralized
treasury
banking
transactions

Total

7,649
206,223
2,341
(288)

94,714
110,330
2,451
(301)

436,866
1,842
7,091
(872)

539,229
318,395
11,883
(1,461)
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Reportable segment revenues, expenses and profit or loss for 2017:

External revenue
interest income
fee and commission
income
Intersegment revenue
Total Income
Interest expense
Net change in allowance
for impairment losses on
interest bearing assets
Net change in provisions
for impairment of other
assets
Net change in provisions
for liabilities
Fee and commission
expenses
Gains less losses from
transactions with
securities designated at
fair value through profit
or loss
Gains less losses from
foreign currency
transactions
Gains less losses from
revaluation of investment
property
Other income and
administrative and other
expenses
Revenues / (expenses)
from sale of real estate
and disposal of other
assets
Intersegment expenses
Income tax
Profit for reportable
segment before tax

Centralized
treasury
Elimination
banking
transactions

Services to
individuals

Services to
corporate
clients

14

7,495

32,870

-

40,379

9,553
13,680
(3,290)

7,498
20,151
(2,741)

24,249
66,859
-

(41,300)
(41,300)
-

59,390
(6,031)

(17)

-

(8)

-

(25)

(184)

(85)

(1,550)

-

-

-

173

4,113

361

(1,352)

5,158

-

-

-

19,011

361

(1,352)

2,274

-

2,274

182

525

-

880

-

-

(663)

-

(663)

(9,472)

(9,919)

(28,690)

-

-

141

659

(4,918)
806
3,476

-

-

-

(9)
769

-

9,740

Total

(36,373)
2,330
4,845

(1,819)

- (48,081)
-

41,300
-

141

3,905

8,980
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Below is a reconciliation of total profit for reportable segments to the Bank's total profit for 2017:

External revenue
interest income
fee and commission income
Intersegment income
Total Income
Interest expense

Net change in allowance for impairment losses on
interest bearing assets

Net changes in provisions for impairment of other
assets
Net change in provisions for liabilities
Fee and commission expenses
Gains less losses from transactions with securities
designated at fair value through profit or loss
Gains less losses from foreign currency transactions
Gains less losses from revaluation of investment
property
Other income and administrative and other
expenses
Revenues / (expenses) from sale of real estate and
disposal of other assets
Intersegment expenses
Income tax
Total profit for reportable segment before tax

Total for
reportable
segments

Adjustment

Total of
the Bank

40,379
19,011
59,390
(6,031)

-

40,379
19,011
59,390
(6,031)

(25)

-

(25)

361

(1,352)
(1,819)
2,274
880

(663)

(48,081)
141

3,905

8,980

-

361

-

(1,352)
(1,819)

-

880

-

2,274

(663)

-

(48,081)

-

3,905

-

141

8,980

Taking into account that the Bank's actively resumed its activity in the second half of 2016, the Bank
does not provide comparative information for operating segments for 2016.

26.Financial risk management

Risk Management Structure. The responsibility for the Bank’s risk management is shared by the
following authorities: the Supervisory Board, the Management Board, Asset/Liability Management
Committee (ALMC), Credit Committee, the Risk Control Centre, Financial Analysis and Reporting
Centre and Internal Audit Division.
The Supervisory Board is responsible for defining common approaches and requirements for risk
management and approves strategy and risk management principles.
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The Management Board has overall responsibility for the Bank's policies, procedures and risk
management, and delegates specific risk management functions to various decision-making
authorities and executive bodies within the Bank's risk management structure. The Management
Board adopts procedures defining the objectives and methodology of Bank's risk management,
organizational structure and reporting hierarchy of the Bank's subdivisions.
The Assets and Liabilities Management Committee is responsible for market risk and liquidity risk and
determines the level of acceptable risk levels for the Bank’s objectives.

Credit committee. The Credit Committee is involved in the decision-making related to managing nonperforming loans with regard to their restructuring, write-off and/or sale.
Center for Risk Control. The Risk Center is responsible for adoption and implementation of procedures
to ensure independent risk control process and design and implementation of corrective/mitigation
actions.
Financial Analysis and Reporting Centre is responsible for regular preparation of management accounts
for the Bank’s management and internal users, prepares strategic financial and operating budgets and
monitors their execution, analyses key performance indicators of the Bank’s operating activity.

The risk management system is based on the timely identification of possible risks, the assessment of
the consequences in the case of such risks, the adoption of measures to reduce / minimize the impact
of risk with subsequent continuous monitoring and regular stress testing.
The main risks inherent in the activities of the Bank are liquidity, credit, market and operational risks.
The extent of the Bank’s exposure to these risks varies:

Credit risk. During 2017, the Bank provided loans to companies in the corporate sector, and also
developed products for individual customers of the bank. Taking into account that the financial status
of corporate borrowers in consideration of lending is thoroughly analyzed, loans are provided for a
liquid collateral, which value significantly exceeds the loan amount, certain conditions in loan
agreements are aimed at reducing credit risk, the level of credit risk of the Bank can be considered
moderate.
Currency risk. Currency risk is interpreted as the risk of loss from adverse changes in exchange rates.
Financial position and cash flows of the Bank can be affected by fluctuations in foreign exchange rates
if open currency positions exist. Open currency position is calculated as the difference between the
Bank’s assets and liabilities in each currency at the reporting date, taking into account the on-balance
and off-balance sheet balances.
The currency risk is insignificant for the bank, as the proportion of assets and liabilities denominated
in foreign currency remained insignificant during 2017. As at 31 December 2017, the weight of assets
and liabilities denominated in foreign currencies is 18.2% and 18.1% of total balance respectively.
Currency risk analysis:

US Dollars
Euro
Others
UAH
Total

31 December 2017

31 December 2016

monetary
assets

monetary
liabilities

net
position

monetary
assets

monetary
liabilities

net
position

53,845
44,043
385
410,244
508,517

53,491
43,473
501
216,422
313,887

354
570
(116)
193,822
194,630

33,376
485
7
353,288
387,156

32,935
470
464
241,602
275,471

441
15
(457)
111,686
111,685
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Below is the analysis of the Bank's sensitivity to the exchange rate fluctuations of the base currency the US dollar against UA hryvnia.
Sensitivity of profit or loss and equity to reasonably possible changes in exchange rates applied at the
end of the reporting period on the condition that all other variables held constant:
31 December 2017

31 December 2016

impact on
profit / loss

impact on
equity,%

impact on
profit / loss

impact on
equity,%

53

0.02

66

0.05

US dollar strengthening by 15%
(2016 - 15%)
US dollar weakening by 15%
(2016 - 15%)
Euro by strengthening by15%
(2016 - 15%)
Euro weakening by 15%
(2016 - 15%)

(53)

(0.02)

(66)

(0.05)

(86)

(0.04)

(2)

(0.00)

86

0.04

2

0.00

Interest rate risk is an actual or potential risk to earnings or capital arising from adverse changes in
interest rates. The Bank is exposed to this risk due to the effect of fluctuations in the prevailing levels
of market interest rates on its financial position and cash flows. Such fluctuations can increase the
interest margin, but sudden changes in interest rates may decrease interest margins and lead to losses.

Interest rate risk management is aimed to ensure establishing optimal structure that is sensitive to
changes in assets and liabilities interest rates. The Bank has an optimal structure, since assets
sensitive to interest rate changes exceed interest-sensitive liabilities. The interest rate risk in the Bank
is moderate, as the decrease in the financial assets value may have effect on decrease of the interest
margin and, subsequently, on the Bank’s financial result,, but it is unlikely to lead to loss-making
activity.
Analysis of exposure to interest rate risk:

2017
Total financial assets
Total financial
liabilities
Net interest
sensitivity gap as at
31 December 2017
2016
Total financial assets
Total financial
liabilities
Net interest
sensitivity gap as at
31 December 2016

Demand
and less
than 1
month

From 1
to 6
months

From 6 to
12
months

Over
one
year

352,351

53,339

19,977

75,798

7,052

53,633

45,836

16,508

74,423

4,230 194,630

373,365

507

-

-

105,162

507

298,718

268,203

7,503

-

3,469

816

(816)

1,375

1,359

(1359)

Financial
instruments free
from interest rate
risk

2,822

13,284
5,093

Total

508,517

313,887

387,156
275,471

8,191 111,685
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Interest rate risk is assessed using "earnings at risk" approach by applying assumptions about the
nature of the interest rate curve change to actual structure of interest sensitivity gaps of assets and
liabilities and calculating corresponding impact on net interest margin for the year.

2017
Sensitivity of financial assets
Sensitivity of financial liabilities
Sensitivity of annual interest income
as at 31 December 2017
2016
Sensitivity of financial assets
Sensitivity of financial liabilities
Sensitivity of annual interest income
as at 31 December 2016

Demand
and less
than 1
month

From 1
to 6
months

From 6
to 12
months

Total

3,377
2,863
514

444
63

381

166
29

137

3,987
2,955

1,032

3,578
2,570

4
-

3

3,582
2,573

1,008

4

Monitoring of weighted average interest rates for its financial instruments
31 December 2017

Percentage
ASSETS
Cash and cash equivalents

Securities designated at fair value
through profit or loss
Due from other banks
Loans to customers
LIABILITIES
Due to banks
Customer accounts
Current accounts
Term deposits

hryvnia
11.57
14.99
10.96
17.96

4.64
4.53
10.46

0.04

13.10

8.89

20.22
-

0.94
0.77
2.67

1,009

31 December 2016

US Dollars, Euro,
hryvnia
others
7.25

(3)

US Dollars, Euro,
others

-

14.99

9.86

22.33
5.10
5.10
8.44

0.56
0.22
1.26

-

The Bank also controls the geographical concentration of assets and liabilities in accordance with
the contractors’ country of origin. The Bank assesses geographic risk as low.

As at 31 December 2017 due to non-residents of other countries was UAH 56,781 thousand or 17.8%
of total liabilities, UAH 27 thousand of loans to customers or 0.005% of the Bank’s assets belong to
non-residents of other countries. As at 31 December 2016, due to non-residents of other countries was
UAH 16,860 thousand or 6.2% of total liabilities, all assets were located in Ukraine.
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Liquidity risk. Liquidity risk is defined as an existing or potential risk to earnings and capital arising
due to the failure of the Bank to perform its obligations in due terms without incurring unacceptable
losses. Liquidity risk is managed by diversifying financing and investment sources, as well as daily
management of assets and liabilities, taking into account compliance with liquidity principles. In view
of this, the level of liquidity risk in the Bank is insignificant. During 2017, the Bank held a large share of
funds in high-liquid deposit certificates of the National Bank of Ukraine and Treasury bills of the
Ministry of Finance of Ukraine. Thus, at COB 31 December 2017, the amount of such funds was UAH
330,214 thousand, or 67% of the total balance.
Maturity analysis of financial liabilities for 2017:

Demand
From 3 to
and less From 1 to
From 1 to
12
than 1 3 months
5 years
months
month

Due to banks
Customer accounts:
to individuals
to corporate customers
Other financial liabilities
Total potential future
payments on financial
liabilities

1,842
296,910
104,246
192,664
2,730

639
14
625
20

659

10,598

1 to 3
months

3 to 12
months

301,482

10,526
1,962
8,564
72

141
141
-

141

Over 5
years

Total

1,375
1,375
-

1,842
309,591
107,738
201,853
2,822

1,375

314,255

Over 5
years

Total

1,341
1,341
-

270,530
132,565
137,965
5,093

Maturity analysis of financial liabilities for 2016:
Demand
and less
than 1
month

Due to banks
Customer accounts:
to individuals
to corporate customers
Other financial liabilities
Total potential future
payments on financial
liabilities

268,207
131,702
136,505
143

268,350

7
4
3
-

7

846
831
15
4,950

5,796

1 to 5
years
129
28
101
-

129

1,341

275,623
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Maturity analysis of financial assets and liabilities based on expected maturities for 2017:
Demand and less 1 to 3
than 1 month months

ASSETS
Cash and cash equivalents
Securities designated at fair
value through profit or loss
Due from other banks
Loans to customers
Securities available for sale
Other financial assets
Total financial assets
LIABILITIES
Due to banks
Customer accounts
Other financial liabilities
Total financial liabilities
Net liquidity gap as at
31 December
Cumulative liquidity gap as
at 31 December

350,114
-

3 to 12
months

-

34,342

1 to 5
years

Over 5
years

-

-

- 350,114

29,872

-

-

64,214

2,237
7,001
359,352

34,342

9,102
40
39,014

75,798
75,798

- 87,137
11
11
7,041
11 508,517

1,842
296,876
2,730
301,448

548
20
568

10,424
72
10,496

-

1,842
1,375 309,223
2,822
1,375 313,887

91,678

120,196

57,904
57,904

33,774

28,518

75,798

(1,364) 194,630

195,994

194,630

-

1 to 5
years

Over 5
years

Total

Maturity analysis of financial assets and liabilities based on expected maturities for 2016:
Demand and
than 1 month

ASSETS
Cash and cash equivalents
Securities designated at fair
value through profit or loss
Due from other banks
Loans to customers
Securities available for sale
Other financial assets
Total financial assets
LIABILITIES
Due to banks
Customer accounts
Other financial liabilities
Total financial liabilities
Net liquidity gap as at
31 December
Cumulative liquidity gap as at
31 December

Total

344,021
29,344

1 to 3
months

3 to 12
months

-

9

-

-

- 344,021

498

-

-

29,851

53
373,418

13,220
13,229

498

-

11
11
- 13,273
11 387,156

268,202
143
268,345
105,073

13,229

817
4,950
5,767
(5,269)

27
27
(27)

1,332 270,378
5,093
1,332 275,471
(1,321) 111,685

105,073

118,302

113,033 113,006 111,685

-
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The impact of the price risk on the Bank's operations is also insignificant as the Bank is not actively
engaged in the formation of a securities portfolio. The fair value of the state bonds of the Ministry of
Finance of Ukraine held in the Bank's trading portfolio has a certain impact, but the weighted share of
these securities in total assets in 2017 remained insignificant (about 12%as at COB 31 December
2017) and price fluctuation did not have significant effect on the Bank's activities.

Operational risks relate to the day-to-day operations of the Bank and the smooth work of systems,
technologies, business processes, and their likelihood as a result of external or internal fraud or force
majeure. During the reporting period, the impact of these risks can be assessed as moderate. The Bank
continuously develops and improves business processes of inter-department interaction; has
developed the approach for identification and assessment of operating losses within business lines
and their monitoring system; keeps database of the incidents.

27.Capital management

The Bank manages capital in order to accomplish objectives stated by the shareholders. Management
of capital includes assurance of compliance with the requirements of the National Bank of Ukraine
regarding the amount of regulatory capital of the Bank, capital adequacy ratios. Instruction on
regulation of banking activity in Ukraine, approved by resolution No. 368 (as amended) of the
Management Board of the National Bank of Ukraine dated 28 August 2001 establishes the following
norms for capital:
 Regulatory capital. Minimal amount of regulatory capital for the bank that was licensed before 11
July 2014 shall amount to: UAH 300 million from and after 11 July, 2020; 400 million hryvnias
from and after 11 July 2022; 500 million hryvnias from and after 11 July 2024.
 Adequacy of regulatory capital. It is set to prevent excessive shifting of credit risk and risk of
default to recover the bank’s assets from the bank to its creditors/ depositors. Normative value of
this ratio for operating banks shall not be less than 10 percent.

The Board of the National Bank of Ukraine Resolution of 22 December 2017 №141 “On approval of
Regulation on assessment of sustainability of banks and the banking system of Ukraine" introduced
annual assessment of sustainability of banks and the banking system of Ukraine as at 1 January of the
year following the reporting year, starting from 1 January, 2018. This Regulation defines the
procedure taken by the National Bank of Ukraine to assess the quality of banks’ asset operations, the
adequacy of regulatory capital and capital adequacy in order to promote financial stability, including
stability of the banking system of Ukraine, by assessing sustainability of banks and the banking system
of Ukraine to adverse changes in the macroeconomic environment. As at the date of approval of this
report, the quality of assets assessment procedure specified by the aforementioned Regulation is not
completed, therefore, the amount of the Bank’s regulatory capital is not presented in these financial
statements.
The National Bank of Ukraine shall publish the results of the banks and the banking system of Ukraine
sustainability assessment analysis before 31 December 2018.
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28.Contingencies and commitments
Legal proceedings. As at 31December, 2017 the court adjudges 10 claims of the Bank to
counterparties for the total amount of UAH 39,294 thousand, 8 of which are claims for debt collection
totaling UAH 32,944 thousand, and 2 are bankruptcy proceedings totaling UAH 6,349 thousand. Also,
as at the reporting date, the court adjudges two property claims for a total amount of UAH 8,779
thousand and 8 non-proprietary claims in which the Bank is the defendant. The Bank formed
additional provision in the amount of UAH 1,361 thousand (Note 15).

Operating lease commitments. Future minimum lease payments under operating lease agreements,
where the Bank acts as a lessee, as at 31 December 2017 and 31 December 2016 are as follows:
Future minimum lease payments
less than 1 year
from1 to 5 years
Total operating lease commitments

31 December
2017

31 December
2016

318
6,076
6,394

114
9,607
9,721

31 December
2017

31 December
2016

4,376
85,988
90,364

211
211

Credit related commitments. The structure of credit related commitments is presented as follows:
Guarantees issued
Credit related commitments
Total credit related commitments

All liabilities are presented in hryvnias.
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29.Fair value
Analysis of financial instruments carried at amortized cost or at initial cost (present cost).
31 December 2017

31 December 2016

fair value book value

fair value

book value

Cash and cash equivalents
Loans to customers
Securities available for sale
Other financial assets

Total financial assets carried at
amortized cost or present cost

350,114
86,107
7,041

443,262

350,114
87,137
11
7,041

444,303

344,021
13,273

357,294

357,305

Due to banks
Customer accounts
Other financial liabilities

1,842
309,164
2,822

1,842
309,223
2,822

269,515
5,093

270,378
5,093

Total financial assets carried at
amortized cost or present cost

313,828

313,887

274,608

344,021
11
13,273

275,471

Analysis of assets and liabilities recorded at fair value by level of measurement hierarchy for 2017
Fair value by measurement
models

Level І
Assets recorded at fair value
Securities designated at fair value
through profit or loss
Investment property
Non-current assets held for sale
Assets with fair value disclosed
Cash and cash equivalents
Loans to customers
Securities available for sale
Other financial assets
Liabilities with fair value
disclosed
Due to banks
Customer accounts
Other financial liabilities

Level ІІ

64,214

Total fair Total book
value
value

Level ІІІ

720

-

1,335
-

-

64,214

64,214

350,114
-

86,107
7,041

-

350,114
86,107
7,041

350,114
87,137
11
7,041

-

1,842
269,515
5,093

-

1,842
269,515
5,093

1,842
270,378
5,093

-

1,335
720

1,335
720
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Analysis of assets and liabilities recorded at fair value by level of measurement hierarchy for 2016:
Fair value by measurement
models

Level І
Assets recorded at fair value
Securities designated at fair value
through profit or loss
Investment Property

Level ІІ

29,851

Level ІІІ

Total book
value

-

-

3,998

-

29,851

29,851

344,021
-

13,273

-

344,021
13,273

344,021
11
13,273

-

269,515
5,093

-

269,515
5,093

270,378
5,093

Assets at fair value disclosed
Cash and cash equivalents
Securities available for sale
Other financial assets
Liabilities at fair value
disclosed
Customer accounts
Other financial liabilities

Total fair
value

-

3,998

3,998

30.Presentation of financial instruments by measurement category
Financial assets by measurement category for 2017

Loans and
Assets
Financial assets
receivables available designated at fair value
for sale through profit or loss

Cash and cash equivalents
Securities designated at fair value
through profit or loss
Loans to customers
Securities available for sale
Other financial assets
Total financial assets

350,114

-

87,137
7,041
444,292

11
11

-

-

Financial assets by measurement category for 2016
Loans and
receivables

Cash and cash equivalents
Securities designated at fair
value through profit or loss
Loans to customers
Securities available for sale
Other financial assets

-

13,273
357,294

11
11

-

-

350,114

64,214

87,137
11
7,041
508,517

64,214

Assets Financial assets designated
available for at fair value through profit
sale
or loss

344,021

-

Total

64,214

Total

-

344,021

29,851

11
13,273
387,156

29,851

29,851
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31.Transactions with related parties
The parties are considered related if one party has the ability to control the other party, either directly
or indirectly, or can exercise significant influence over the other party in making financial or
operational decisions. Information about the shareholders and owners possessing significant share is
disclosed in Note 1. Key management personnel is a staff responsible for the management, planning
and control of the Bank’s activities, including the Chairman and members of the Supervisory Board,
the Chairman and members of the Management Board, the Chief Accountant. The Chairman of the
Management Board is one of the Bank’s shareholders, therefore transaction balances and income and
expenses in the tables below are included in Key management personnel.
Outstanding balances with related parties at the end of 2017

Loans and advances to
customers
Contractual interest (%)
Customer accounts
Contractual interest (%)
Other liabilities

Largest
shareholders of
the Bank

Key management
personnel

Other related
parties

-

79

-

92,531
7.5
-

0.001-36.0
19,797
1.5-7.5
-

54,850
1.5-7.0
4

Largest
shareholders of the
Bank

Key management
personnel

Other related
parties

(2,225)
13
-

4
(318)
14
-

(138)
402
5

Largest
shareholders of
the Bank

Key management
personnel

Other related
parties

25
(25)

204
(125)

-

Income and expenses with related parties for 2017

Interest income
Interest expense
Fee and commission income
Fee and commission expense
Other operating income
Administrative and other
operating expenses

-

Aggregate amounts lent to and repaid by related parties during 2017

Loans granted
Loans repaid

(4,940)

(94)

44

PUBLIC JOINT STOCK COMPANY “ALTBANK”
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
(in thousands of hryvnias)
Translation from Ukrainian original Translation from Ukrainian original
Other rights and liabilities with related parties at the end of 2017
Largest
shareholders of
the Bank

Key management
personnel

Other related
parties

-

-

-

Largest
shareholders of the
Bank

Key management
personnel

Other related
parties

82,109
3,850

12,234
1.5-6.0
1,100

24
113,715
8.5
-

Guarantees received
Other contingent liabilities to
customers

300

175

Outstanding balances with related parties at the end of 2016

Other assets
Customer accounts
Contractual interest (%)
Other liabilities

Income and expenses with related parties for 2016
ABH Ukraine
Limited
Interest income
Interest expenses
Fee and commission income
Fee and commission
expense
Result from operations in
foreign currency
Other operating income
Administrative and other
operating expenses

Largest
Key Other related parties
shareholders management
of the Bank
personnel

(51)
1
-

(791)
2
-

(65)
4
-

4,664
(7,773)
337

558

-

-

65

-

-

-

Aggregate amounts lent to and repaid by related parties during 2016

(4,887)

Current payments toemployees
Total

(3)
(5)

(1,440)

Key management personnel

Other related parties

-

213,000
(245,000)

Loans / deposits provided
Loans / deposits repaid

Key management compensation

-

31 December 2017

31 December 2016

Expenses

Expenses

(4,936)
(4,936)

(6,214)
(6,214)
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32.Subsequent events
After the balance sheet date, the National Bank of Ukraine raised the discount rate up to 16% in
accordance with the decision of the Board of the National Bank of Ukraine dated 25 January 2018, No.
43-rsh "On the amount of the discount rate"; and up to 17% in accordance with the decision of the
Board of the National Bank of Ukraine dated 1 March 2018, No. 133-rsh "On the amount of the
discount rate". After the balance sheet date hryvnia revalued by 6%.
Resolution of the Board of the National Bank of Ukraine of 15 February 2018, No. 11 "On establishing
list of information subject to mandatory publishing by the banks of Ukraine", extended the
requirement for mandatory publically available information, including: trial balance, structure of loan
portfolio by types of economic activity, information on loan portfolio quality and economic ratios,
which now has to be publish on the Ukrainian banks’ websites.

In the framework of transition to application of IFRS 9 Financial Instruments, the National Bank of
Ukraine developed and approved a number of regulatory documents regulating carrying financial
assets and liabilities, including Resolutions No. 14 "On approval of the instruction on accounting for
transactions with financial instruments in banks of Ukraine" of 21 February 2018; No. 17 "On approval
of the rules on accounting for income and expenses of banks of Ukraine" of 22 February 2018.
According to the Resolution of the National Bank of Ukraine of 12 January 2018 No. 1 (as amended)
"On some issues related to the introduction of International Financial Reporting Standard 9 Financial
Instruments”, from 1 January to 30 June 2018 the banks will not be penalized for violation of the
Instruction on regulation of banks in Ukraine, approved by the National Bank of Ukraine on 28 August,
2001 № 368, Regulation on the procedure for establishing limits of open currency position by the
National Bank of Ukraine and monitoring their compliance by authorized banks, approved by the
Resolution of the Board of the National Bank of Ukraine of 12 August 2005, No. 290, the Rules for
organization of statistical reporting submitted to the National Bank of Ukraine, approved by the
Resolution of the Board of the National Bank Ukraine on 1 March 2016, No. 129 (as amended), if such
violations are related to reclassification and changes in measurement of financial instruments in
accordance with IFRS 9 Financial Instruments.
Resolution of the Board of the National Bank of Ukraine "On amending certain legislative acts of the
National Bank of Ukraine" of 16 March 2018, amended the Resolution of the Board of the National
Bank of Ukraine dated 30 June 2016, No. 351 "On approval of regulation on determining credit risk for
bank asset operations of banks of Ukraine", which is expected not to have an effect on the amount of
the Bank's regulatory capital.
In January 2018, the Bank signed an additional agreement to the sales contract for shares in the share
capital of PJSC "NEOS BANK", under which the Bank received reimbursement of expenses on the basis
of the court decision, against which the Bank formed additional provision in the amount of UAH 1,361
thousand as at 31 December 2017 (Note 15 and Note 28).
On 23 February 2018, the Bank signed sales contracts for real estate, which, as at COB 31 December
2017, were recorded as non-current assets held for sale (Note 12) and carried in advances received
(Note 15).
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