I N V E S T M E N T     P R O P O S A L
1. SUMMARY

1.1. General Information about Enterprise

Joint-Stock Commercial “Asaka” Bank (“Asaka” Bank) operates in the domestic market of financial services for more than 20 years (established on November 7, 1995). 

It is the 2nd commercial bank in the republic in terms of capital size. The statutory fund amounts to 516.1 billion soum (equivalent to 183.7 million US dollar). The regional network consists of 26 branches and 86 min-banks throughout the entire territory of the Republic of Uzbekistan. It positions itself in the market as a big universal financial credit institution with wide spectrum of traditional and modern banking services.

It carries out its activity on the basis of:

· License of the Central Bank of the Republic of Uzbekistan No.53 dated July 25, 2015 to carry out banking operations;

· General License of the Central Bank of the Republic of Uzbekistan No.80 dated July 25, 2015 to carry out operations in foreign currency.

The quantity of serviced economic entities amounts to 31.1 thousand. They include representatives of various industries and sectors of the national economy: automobile, precision machinery industry and instrument engineering, metal-working manufacturing, mining, energy sector, construction complex, cotton-processing industry and textile production, pharmaceutics, printing industry, food industry, agriculture, transport and communication, trade and public catering, services and others.

The quantity of regular consumers of retail services of the Bank (depositors and holders of plastic cards) amounts to 1 664.9 thousand.

The market (competitive) position of the Bank in the domestic market is described with following indicators: the share in total assets of the banking sector is 11.8% (3rd position among 26 entities of the banking sector); the share in equity capital of banks is 12.8% (2nd position); in respect to credit portfolio, the Bank holds 8.85% of the market (5th position and holds 12.2% (1st position) in respect to credits extended to private corporations and partnerships) and holds 9.25% of the market in respect to investment portfolio (2nd position); it has 15.73% of the market in respect to attracted deposits (1st position and the Bank has 19.3% of the market in deposits of legal entities). In respect to profits earned for shareholders, the Bank ranks 3rd position (its weight in total volume of net profit of the banking sector is around 10%) (according to estimates of the Rating Agency “Ahbor-Reyting” as of 01.01.2016)

“Asaka” Bank is an active participant of foreign economic cooperation. It promotes attraction of direct foreign investments in development of strategic sectors of national economy. Correspondent relations were established with more than 380 leading foreign banks including 30 of them where correspondent accounts were opened (35 nostro accounts and 29 vostro accounts).

The Banks is a member of state funds, associations and international organizations such as:

· Asian Bankers Association (ABA)

· Association of Financial Institutes of Asia and Pacific Ocean Development (AFIAPC)

· SWIFT

· REUTERS

· BLOOMBERG

· MASTERCARD (Principal Member)

· International remittance systems (in this area, “Asaka” Bank cooperates with LLC “NKO Western Union DP Vostok ” (Russia), RNKO “Platezhniy Tsentr ” (Russia), such banks as “Unistreambank” (Russia), “Communication-bank” (Russia), CJSC “Asia-Invest Bank” (Russia) and “International Money Transfer” NKO (America))
· Association of Banks of Uzbekistan

· Association of Lessors of Uzbekistan 

· Chamber of Commerce and Industry of the Republic of Uzbekistan

· Republican Stock Exchange “Tashkent”

· Republican Currency Exchange
· Fund for Guaranteeing Deposits of Population of the Republic of Uzbekistan

On repeated occasions, the Bank was awarded recognition as “The Best Bank of the Year in Uzbekistan” from famous foreign publications such as “Euromoney”, “Global Finance” and “The Banker”.

One of the first in the Republic of Uzbekistan (2008), it obtained an international rating (with “Stable” outlook) from leading world rating agencies “FITCH RATINGS” and “MOODY’S”. In 2015, the rating agency “FITCH RATINGS” re-confirmed the credit ratings of “Asaka” Bank at the previous level which characterize the Bank as a stable financial institution in short-term and long-term perspective. 

Financial Indicators of “Asaka” Bank as of January 1, 2016:

Assets: 7404.6 billion soum (equivalent to 2635.1 million US dollar)

Credit portfolio (net): 3 355.9 billion soum (equivalent to 1194.3 million US dollar),

Share Capital (total): 915.7 billion soum (equivalent to 325.9 million US dollar), 

Net Profit (2015): 85.2 billion soum (equivalent to 30.3 million US dollar).

1.2. Substantiation of Expediency for Development of Enterprise

“Asaka” Bank is a bank of the republican scale, one of representatives of the banking systems of the Republic of Uzbekistan in international market. The Bank participates in formation of economic policy and renders influence onto macroeconomic processes in the country by implementation economically effective of investment of programs of development of corporations and small business enterprises.

The Bank successfully cooperates with international financial institutions and foreign banks creating an image for the business climate of the republic and promoting integration of the country into the world community.

Along with financing of investment projects, the Bank carries out activities related to restoration of economically insolvent enterprises and launching modern high technology productions on the basis thereof.

At the same time, “Asaka” Bank is a universal commercial bank which aims at most to satisfy needs of all clients both corporate customers and population in wide spectrum of banking products and services; and the operating regional network and utilization of advanced technologies ensures its availability in all regions and main areas of the country. 

Further development of the Bank will create opportunities:

- to more effectively enhance intensive development of Uzbekistan’s economy and its integration in international economic community by financing important projects both under state programs and in private sector, in higher volumes;

- to make latest banking products and services of highest quality available to our clients; 

- to increase profits received by shareholders. 

1.3. Necessity in Financing

Necessity in attraction of additional financial resources includes the following:

- implementation of “Package of Measures on Further Buildup of Financial Stability and Liquidity of Commercial Banks and Development of Their Resource Base” adopted in accordance with the Resolution of the President of the Republic of Uzbekistan No. PP-2344 dated May 5, 2015 “On Measures of Further Buildup of Financial Stability of Commercial Banks and Development of Their Resource Base”;

- expansion of investment activity of the Bank including financing modernization of first-priority sectors of economy, participation in projects related to technical and technological re-equipment of enterprises;

- raising availability of financing for small business and private entrepreneurship entities.

Till end 2016, “Asaka” Bank plans to increase the statutory capital by 162 550 million soum and make it 678 613 million soum. This includes:

· 72 550 million soum due to capitalization of retained profits;

· 90 000 million soum due to placement of additional shares.

1.4. Share of Enterprise To Be Transferred to Investor 

As of January 2016, the declared statutory capital of “Asaka” Bank amounted to equivalent of 516.1 billion soum (including 108.05 million US dollar in foreign currency and 370.4 billion soum in national currency).

The share of the state represented by the Ministry of Finance of the Republic of Uzbekistan in the statutory capital of “Asaka” Bank amounts to 54.14% or 279 378 005 371.20 soum.

In accordance with the Resolution of the President of the Republic of Uzbekistan dated December 21, 2015 No.PP-2454 “On Additional Measures to Attract Foreign Investors to Joint-Stock Companies”, it is envisaged that the state share amounting to not less than 15% of the statutory capital of the Bank to be realized to a strategic foreign investor.

The total volume of share package to be realized to a strategic investor amounts to 58 470 554.0 USD, 69 607 803 shares.

1.5. Summary of Marketing Plan

The marketing plan of “Asaka” Bank for 2016 provides for following priorities and targets:

External Directions

· Assistance to effective development of serviced enterprises, organizations and individual entrepreneurs, wide attraction of available funds of population and economic entities into banking circulation by implementation of new attractive kinds of deposits, improvement and expansion of range of the provided services;

· Further intensification of investment activity, expansion of participation of the Bank in financing of promising investment projects including by way of attracting foreign investments; promotion of activity on developing the existing and opening of new credit lines;

· Active participation in implementation of large-scale modernization, technical and technological of renewal of first-priority sectors of national economy;

· Expansion of the circle of serviced customers due to attraction of new corporate clients and small business entities;

· Implementation of new automated software compliant to modern banking technologies and IAS; 

· Implementation of efficient and coherent policy in positioning the Bank in world capital market.

· Improvement of communication policy as one of effective instruments client base expansion and strengthening the image. Implementation of active advertising policy.

Internal Aspects

· Strengthening of Bank’s positions as a dynamically developing financially sustainable credit institution in the country and beyond;

· Ensuring further growth of capitalization of the Bank;

· Implementation of active credit and investment policies; first-priority financing for development of such sectors of industry as automobile, oil and gas, electrotechnical, pharmaceutical, chemical industries, mining, medicine, production of construction materials, agricultural machinery construction, printing industry as well as communication; 

· Improvement of risk management system to control market and other kinds of risks arising in implementation of banking activity;

· Optimization of mini-banks network and raising its functional effectiveness; search for new and raising profitability of the existing points of retail services; 

· Improvement of the system for interaction with clients, raising service quality, with intensification of control and responsibility of managers of structural sub-divisions of the Bank for the state of client base and inflow of strategic clients; implementation of flexible pricing policy;

· Improvement of the system of project examination, adoption of preventive measures to avoid problem indebtedness on credits;

· Expansion of the retail and service network of enterprises which accept plastic cards for payments. Growth of the emission volume of plastic cards bringing their total quantity to 1.6 million till end of 2016, increasing quantity of payment terminals to 11.3 thousand as well as quantity of information kiosks and ATMs to 97;

· Development of automatic foreign currency conversion service via ATMs;

· Optimization of organizational functional structure, improvement of personnel motivation and stimulation system, introduction of constructive changes into Bank management methods, acceleration of managerial decision-making process;

· Improvement of quality of business assets. Maintenance of profitability of total assets at the level not lower than 1% and maintenance of profitability of total capital at the level not lower than 8.2%;

· Raising effectiveness of work with subsidiary companies in which the statutory capital of the Bank exceeds 50% as well as injection of investments to perspective insurance companies.

The Bank plans to ensure growth of absolute and relative financial indicators to the level which is sufficient for further strengthening of own positions in the market of banking services and financial market, as one of dynamically and effectively developing, financially sustainable big bank of the republic which is attractive for clients and investors. The Bank shall intend to ensure:

Growth of Assets by 41.5% bringing their absolute value to the level not less than 10 475.2 billion soum.

Growth of Liabilities by 44.5% bringing their absolute value to the level not less than 9 379.1 billion soum;

Bringing Total Capital to the level of 1 096.1 billion soum (indicator growth amounts to 20.0%). 

1.6. Projection of Main Financial Indicators











in million soum

	No.
	Indicators
	Projection for 2016

	1. 
	Total Assets
	10 475 200

	2. 
	Share Capital
	1 096 100

	3. 
	Statutory Capital
	678 600

	4. 
	Total Credits
	5 947 200

	5. 
	Total Deposits
	5 600 000

	6. 
	Quantity of Clients (Legal Entities)
	33 000

	7. 
	Total Incomes
	945 900

	8. 
	Total Expenses
	850 900

	9. 
	Net Profit
	95 000


1.7. Main Advantages and Risks of Project

Taking into consideration positive prospects for development of “Asaka” Bank, the main advantages for strategic investors shall be: 

· extensive regional network throughout the entire republic;

· more than 20-years operational experience in the financial sector of the republic and well-established contacts and cooperation with international financial and banking structures;

· highly qualified employees with long-term operational experience as well as experienced team of managers;

· financial stability and high level of net profit indicators;

· sustainable business position in servicing the automobile industry and a number of long-term partners;

· solid resource and client bases;

· high business activity and scale;

· sufficient level of material and technical resources;

· support of shareholders.

At the same time, main risk factors of the project shall be:

· credit risk;

· currency risk;

· liquidity risk and interest rate risk.

To minimize and reduce consequences of the above said risks, the Bank develops strategic and tactical solutions which prevent occurrence of risk situations.
1.8. Main Indicators for Investment Attractiveness of Project

Main indicators which characterize investment attractiveness for participation of potential investors in the capital of “Asaka” Bank may include the following:

External Factors:

· Favorable environment for development of banking business. Existence of tax privileges and preferences for banking sector entities such as:

- Prolongation for the period till January 1, 2020 of privileges in respect to payment of profit tax at rates differentiated depending on the share of long-term investment financing in the structure of a credit portfolio provided to commercial banks under the Resolution of the President of the Republic of Uzbekistan dated July 28, 2009 No. PP-1166 “On Additional Measures to Stimulate Growth of Share of Long-Term Credits of Commercial Banks Directed to Financing of Investment Projects”.

- Following exemptions are given:

incomes of commercial banks earned from credits using resources of the Special Fund for Preferential Crediting from are exempt profit tax for the period of 5 years, provided that there is special purpose channeling of available funds for increase of resources of this Fund;

commercial banks are exempt from customs duties for the period till January 1, 2020, (except for levies for customs clearance) when importing software, ATMs and other equipment used for payments with plastic cards, according to lists approved by the Cabinet of Ministers.

· Favorable environment for attraction of foreign investments. Existence of tax privileges and preferences for foreign investors such as:

· It is envisaged to extend privileges in respect to profit taxes of legal entities, property tax, tax for improvement and development of social infrastructure, uniform tax payment as well as mandatory deductions to the Republican Road Fund provided to enterprises with foreign investments under the Decree of the President of the Republic of Uzbekistan dated April 11, 2005 No.UP-3594, on differentiated basis to joint-stock companies, in which the share of a foreign investor consists 15 to 33 percent of a statutory capital, depending on the volume of investments injected by a foreign investor;

· It is established for the period till January 1, 2020:

to exempt from taxation incomes of foreign investors in form of dividends on shares owned in joint-stock companies;

to exempt joint-stock companies with foreign investments from payment of state duties when filing claims with courts for violation of their rights and legitimate interests with following collection thereof from a party which was deemed at fault with a respective decision of a court.

Internal Factors:

-
existence of the extensive branch network throughout the entire region of the republic;

-
existence of more than 20-years work experience in the financial sector of the republic;

-
existence of highly qualified of employees with long-term operational experience;

-
existence of reputation of a stable and reliable partner for corporate and individual clients and counteragents;

-
well organized and profitable business, possibilities for earning profits in form of dividends;

-
confidence of long-term clients and partners such as: the Ministry of Economy of the Republic of Uzbekistan, JSC “Uzavtoprom”, JSC “General Motors Uzbekistan” and localization enterprises such as JSC “General Motors Powertrain Uzbekistan”, LLC “Uz Dong Yang Company”, LLC “UzEraeAlternator”, LLC “UzErae Cable” and others, JSC “Uztransgaz”, JSC "Uzeltekhsanoat", JSC “Almalyk GMK ”, JSC “Toshkent Yog`-Moy kombinati”, JSC “Navoiazot”, SJSC “Uzfarmprom”, JSC “Uzmetkombinat”, LLC “JV MAN Auto-Uzbekistаn”, LLC “Samarkand Avtomobil Zavodi ”, JV LLC “Uz Tex Tashkent” and so on.

-
existence of the developed network of correspondent relations with leading banks worldwide;

-
membership in such organizations as: Fund for Guaranteeing Deposits of Population of the Republic of Uzbekistan, Republican Interbank Currency Exchange, Republican Stock Exchange “Tashkent”, Association of Banks of Uzbekistan, Chamber of Commerce and Industry of the Republic of Uzbekistan, International Information Dealing System “REUTERS”, «BLOOMBERG», International System of Electronic Payments S.W.I.F.T., International Payments System “MASTERCARD”, and international remittance systems;

-
existence of positive national and international ratings. 

2. DESCRIPTION OF ENTERPRISE

2.1. History of Creation of Enterprise

“Asaka” Bank was established in accordance with the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan No.424 dated November 7, 1995 “On Establishment of Specialized State Joint-Stock Commercial Bank “Asaka” adopted for the purposes of financial support to further development of automobile production, and creation of favorable conditions for citizens of the Republic of Uzbekistan when purchasing automobiles.

The following main tasks of “Asaka” Bank were determined in accordance with the Resolution:

- accumulation of available funds of legal entities for the purposes of first-priority financing of investment projects for development of automobile industry of the republic and respective infrastructure;

- complex credit and payment servicing of enterprises and organizations of automobile of industry and infrastructure thereof as well as enterprises connected with implementation and technical servicing of automobiles;

- attraction of resources of foreign investors for financing of enterprises of automobile industry;

- mobilization and provision of credit resources to the People’s Bank on mutually agreed terms and conditions for subsequent provision of preferential credits to citizens to purchase automobiles produced in the republic;

- financing of activities and local projects for development of component productions for JV "UzDAEWOOauto" in the republic;

- carrying out operations with securities including those entitling to purchase of automobiles of JV "UzDAEWOOauto";

- carrying out operations with foreign currency including operations in the Uzbek Republican Currency Exchange. 

Branches of “Asaka” Bank were opened in all regional centers of the republic in accordance with the Resolution of the Cabinet of Ministers No.118 dated 26.03.1996 “On Measures to Ensure Effective Activity of JV “UzDAEWOOauto”.

Under the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan No.5 dated 05.01.2001 “Asaka” Bank was given the status of a universal commercial bank. 

The following organizations were founders at the time of opening of the Bank:

	No.
	Shareholder
	Share in Share Capital:

	
	
	In US dollar

(million dollar)
	In soum

(million soum)
	In %

	1
	Ministry of Finance of the Republic of Uzbekistan
	147.5
	5 383.8
	98.33

	2
	Association «Uzavtosanoat»
	0.5
	18.2
	0.33

	3
	National Bank for Foreign Economic Activity of the Republic of Uzbekistan
	1.0
	36.5
	0.67

	4
	People’s Bank of the Republic of Uzbekistan
	1.0
	36.5
	0.67

	Total:
	150.0
	5475.0
	100


Awards and Achievements of the Bank

2003

· Association of Financial Institutes of Asia and Pacific Ocean Development (AFIAPC) awarded “Asaka” Bank in the following nomination: “The Best Social Project” and “The Best Annual Report”.

2005

· Association of Financial Institutes of Asia and Pacific Ocean Development (AFIAPC) awarded “Asaka” Bank in the following nominations: “The Best Personnel Policy of the Bank in 2005” and “The Best Annual Report”;

· International magazine “Euromoney” recognized “Asaka” Bank as “The Best Bank of the Year in Uzbekistan in 2005”;

· “Asaka” Bank was also recognized as the best bank of 2005 in Uzbekistan in the annual contest which is held by one of the most famous publications in the financial world “Global Finance”;

· “Asaka” Bank became the best bank of 2005 in Uzbekistan according to the magazine “The Banker”, one of the biggest financial publications of the world.

2006

· One of the biggest banks of the world “JP Morgan Chase” awarded the Bank in nomination “Excellency Award 2006”;

· “Asaka” Bank was recognized as the best bank of Uzbekistan in 2006 according to the international publication “Global Finance”;

· “CITI Group” (США) awarded a prize in nomination “2006 Quality Recognition Award”.

2007

· “Asaka” Bank was recognized as the best bank of Uzbekistan in 2007 according to the international publication “Global Finance”;

· The most famous international journal “Euromoney” recognized “Asaka” Bank as “The Best Bank of the Year in Uzbekistan in 2007”.

2010

· According to results of 2009, “Asaka” Bank became a winner in nomination “The Best Bank of the Year in Attracting Deposits of Population”.

2011

· According to results of 2010, “Asaka” Bank became a winner in nomination “The Best Bank of the Year in Attracting Deposits of Population” and was awarded with Level 2 Diploma.

· “Asaka” Bank was recognized as “The Most Open and Transparent Bank of the CIS, Baltic States and Georgia” according to the journal “Банкиръ” (Ukraine);

· The Bank recognized as “The Most Active Commercial Bank in Stock Market of 2011”.

2012

· According to results of 2011, “Asaka” Bank became a winner in nomination “The Best Bank of the Year in Attracting Deposits of Population” and was awarded with Level 2 Diploma. The Khorezm Regional Branch of “Asaka” Bank ranked first in nomination “The Best Branch of the Bank in Attracting Deposits of Population in Cities”. “Asaka” Bank also became a winner in nomination “The Best Issuing Bank of Plastic Cards”. “Asaka” Bank was recognized as “The Best Innovative Bank of the Year”.

· “Asaka” Bank recognized a winner in nomination “The Best Partner and Reliable Support to Entrepreneurs” at the V Annual National Exhibition of Banking Services, Technologies and Equipment “BankExpo-2012”.

2013

· According to results of 2012, “Asaka” Bank became a winner in nomination “The Best Bank of the Year in Attracting Deposits of Population” and was awarded Level 3 Diploma. The Asaka Branch of “Asaka” Bank became a winner and was awarded Level 2 Diploma in nomination “The Best Branch of the Year in Attracting Deposits of Population in Rural Area”. The Tashkent City Branch of “Asaka” Bank ranked first in nomination “The Best Branch of the Bank in Implementation of Salaries Projects Using Plastic Cards”. “Asaka” Bank also became a winner in nomination “The Best Acquiring Bank of Plastic Cards”.
· “Asaka” Bank was recognized as a winner in nomination “The Best Bank Supporting Innovative Projects” at the VI Annual National Exhibition of Banking Services, Technologies and Equipment “BankExpo-2013”.
2.2. Information about Owners (Shareholders) of Company

as of 01.01.2016:

	
	Shareholder
	Quantity

of Shares (pcs.)
	Nominal Value of Package (soum)
	Share in Share Capital (%)

	1
	Ministry of Finance of the Republic of Uzbekistan
	251,221,140 
	279,378,005,371.20 
	54.14%

	2
	JSC "Uzavtosanoat"
	 60,063,900 
	 66,795,861,912.00 
	12.94%

	3
	Fund for Reconstruction and Development of the Republic of Uzbekistan
	 60,000,000 
	 66,724,800,000.00 
	12.93%

	4
	JSC "Almalyk GMK"
	 28,291,923 
	 31,462,881,729.84 
	 6.10%

	5
	UE "Bukhara NPZ"
	 25,333,966 
	 28,173,396,909.28 
	 5.46%

	6
	JSC "Navoi GMK"
	 10,876,953 
	 12,096,041,892.24 
	 2.34%

	7
	SJSRC "Uzbekiston Temir Yullari"
	 10,626,155 
	 11,817,134,452.40 
	 2.29%

	8
	JSC "Uzbektelecom"
	 5,605,006 
	 6,233,215,072.48 
	 1.21%

	9
	USE "Ferghana NPZ"
	 4,464,286 
	 4,964,643,174.88 
	 0.96%

	10
	JSC “Uzmetkombinat”
	 4,464,286 
	 4,964,643,174.88 
	 0.96%

	11
	SJSIC "Uzagrosugurta"
	 2,064,000 
	 2,295,333,120.00 
	 0.44%

	12
	IC LLC "Halk Sugurta"
	 522,000 
	 580,505,760.00 
	 0.11%

	13
	NCEII "Uzbekinvest"
	 518,400 
	 576,502,272.00 
	 0.11%

	
	TOTAL
	464,052,015 
	516,062,964.841.20 
	100.00%


2.3. Organizational and Legal Structure

-
Organizational chart of “Asaka” Bank is given in the appendix.

2.4. Management:

-
Management structure of “Asaka” Bank is given in the appendix;

-
Resumes of main managers of “Asaka” Bank are given in appendices.

2.5. Personnel:

-
Quantity of employees by categories is given in the appendix;

- 
Salaries by categories are given in the appendix.

2.6. Financial indicators for Last 5 Years

in billion soum

	Indicator
	2011


	2012


	2013


	2014


	2015



	Assets
	3 533.3
	4 267.5
	4 640.7
	5 382.9
	7 404.6

	Total Capital
	488.7
	586.5
	691.1
	801.7
	915.7

	Statutory capital
	343.1
	361.2
	435.7
	504.5
	516.1

	Current Liquidity Coefficient 
	0.539
	0.728
	0.574
	0.612
	0.581

	Capital Adequacy Coefficient 
	0.161
	0.163
	0.160
	0.169
	0.111

	Credit Portfolio (brut)
	1 627.0
	1 852.8
	2 437.8
	2 755.3
	3 423.0

	Stock Portfolio (brut)
	158.1
	120.0
	173.8
	201.8
	206.8

	Deposits of Legal Entities
	1 862.4
	2 385.2
	2 687.6
	2 946.9
	4 023.1

	Deposits of Individuals
	264.3
	310.3
	405.5
	490.8
	599.1

	NET PROFIT
	47.4
	47.9
	65.3
	78.0
	85.2


3. ORGANIZATION OF PRODUCTION

3.1. Technologies

At the present time, the following are used in “Asaka” Bank:

following information systems:

IABS is a system which is intended for automation in carrying out banking operations and real-time data consolidation in reports as well as for ensuring information and analytical support of effective control of technological processes of the Bank. This system registered in the registry of state information systems and information resources on April 13, 2010 No. С00230. At the present day, quantity of active users of the system amounts 2273 employees. The system is used both in the central office and territorial branches.

Transmaster is a system for servicing international plastic cards; 

DUET is a system for payments using local plastic cards;

SWIFT Alliance Access is a community of worldwide interbank financial telecommunications (international payments);

following kinds of information exchange (electronic mail):

Local Electronic Mail MS Exchаnge is a mail used in the central office and branches of the Bank for operative exchange of information between employees;

External Mail is a mail at asakabank.uz (asakabank.com) domain used by employees for correspondence with other organizations. 110 employees have these corporate mail addresses;

Electronic correspondence with the Central Bank is carried out using a dedicated channel via Lotus Notes application. 

Automated System of Electronic Document Circulation “Germes” developed by LLC “BAIK Technologies” (Uzbekistan) is successfully operated. At the present time, more than 547 employees work in this system. Usage of the electronic document circulation system in the paper work of the Bank enabled to raise speed of information exchange and to reduce paper usage and expenses to purchase thereof, respectively.

Е-Хат system is used for interdepartmental exchange of information. Electronic digital signature is applied for exchange of documents in this system.

At the present time, total quantity of server stations in “Asaka” Bank amounts to 126 units. These include: 1 server responsible for mail correspondence, 3 servers for domain controller function, and 1 server for distribution of Internet among employees of the central office. Other servers store data bases and servers of applications thereto (IABS, ASBT, DUET, Master card and other).

The building of the Bank is equipped with a guaranteed power supply system. Besides, the server stations are equipped with additional uninterruptable power supply sources. The guaranteed power supply system consists of 3 uninterruptable power supply sources (60 kilovolt-ampere each). The Bank procured a modern powerful 300 kilovolt-ampere electric generator and carried out works to replace an obsolete diesel electric generator with the modern powerful electric generator.

According to the instruction of the Central Bank of the Republic of Uzbekistan No. 631 dated January 17, 2006, the structure of local computing network consists of 2 physically separated networks. The main network is used for information exchange among employees of the Bank. The additional network is the Internet. 2156 workstations are connected to the local network, and 171 workstations are connected to the Internet network in the Bank. 

In addition, the Bank has a corporate network with regional and territorial branches which use data transfer channels of the Central Bank of the Republic of Uzbekistan. The data transfer channel speed of the central office amounts to 100 Mbit/sec, and the data transfer channel speed of territorial branches amounts to 2048 Kbit/sec. The data transfer channel speed of the Internet network of the Head Office of the Bank amounts to 7 Mbit/sec. East-Telecom and Super iMax (EVO) are Internet providers.

In order to ensure information security, anti-virus software licenses for 2016 were purchased from CJSC “Kaspersky Laboratory”. A license of the information reference system “Norma” was renewed. Data base renewals are made in centralized manner, in automatic mode, and at the time of each rebooting of workstations. Furthermore, complete scanning and checkup of workstations are performed once a week.

The licensed software including application software by such domestic companies as Fido-Business, Tafakkur, Norma, BAIK and others is installed in all workstations.

The new updated version of the official web-site of the Bank (asakabank.uz, asakabank.com) located on the territory of the Republic of Uzbekistan is launched. SUE UZINFOCOM Center is a host provided. According to NIPS data www.uz, since start of the year, site attendance amounted to more than 10657 visits. The web-site has 3 language versions: Uzbek, Russian and English. 

Modern high performance and ergonomic personnel computers (Brand Name) were purchased to replace morally and physically obsolete computer equipment.

A complex of hardware and software utilities performing control and filtration of network passing packages such as proxy servers (Firewall) is used to ensure information security and protection of the corporate network of the Bank from external attacks. Proxy servers (Firewall) enable to control network activity of users and applications by prohibiting or restricting access thereby to the corporate network of the Bank.

”Personnel Cabinet” interactive service is implemented for clients of the Bank; SMS-informer system successfully operates for notifications to clients of the Bank about deposits, maturities and accrued interest.

A new modernized module of the Bank-Client system, Corporate Internet Banking (CIB) for 2735 users, “SMS-banking” for 2137 legal entities and 96408 individuals were installed to raise the quality of provided services for remote servicing. The “Internet-banking” complex was installed. 

Data on Available Equipment in Information System
of “Asaka” Bank
	
	Server Equipment 

	
	HP ProLiant ML350g3 (IntelXeon 3.06, RAM 2Gb, RAID5)

	
	HP ProLiant ML350g4(IntelXeon 3, RAM 2Gb, RAID5)

	
	IBM x236 (Intel Xeon 3.6, RAM 3Gb, RAID10)

	
	HP ProLiant ML570g4(4xIntelXeon 3.33, RAM 16Gb, RAID1.10)

	
	IBM x3850 M2 (4xIntelXeon x7350, RAM 32Gb, RAID5+DS3400 RAID10)

	
	HP ProLiant ML350g3 (IntelXeon 3.06, RAM 2Gb, RAID5)

	
	HP ProLiant ML350g5 (IntelXeon E5430, RAM 4Gb, RAID5)

	
	HP ProLiant DL380g6 (2xIntelXeon x5550, RAM 12Gb, RAID5.10)

	
	HP ProLiant DL380g4 (IntelXeon 3.0, RAM 2Gb, RAID1.10)

	
	IBM p630(Power4/1.0GHz, RAM 2Gb, RAID1, 5)

	
	IBM HS22 (Intel Xeon E5620, RAM 8Gb, RAID1)

	
	FSC Esprimo P2540 (E7400, 2Gb, 500Gb)

	
	IBM p720(Power7/3.0GHz, RAM 8Gb, RAID1, 5)

	
	HP ProLiant DL380g7 (IntelXeon E 5620 2.4 GHz, RAM 12Gb RAID1, 5)

	
	Fujitsu Siemens - PRIMERGY RX300 S5 CPU Intel Xeon E5530, 2CPU, RAM 24Gb HD 146 Gb x 6 SAS 

	
	Fujitsu Siemens - PRIMERGY R100 S5 CPU Intel Xeon X3370, RAM 6Gb, HD 300 Gb x 2 SAS

	
	IBM Power E870, 4.02 GHz 32-core POWER8, 4х300GB 15k RPM SAS SFF-2 Disk Drive, 64GB (4X16GB) CDIMMs, 1600 MHz, 4GBIT DDR3 DRAM

	
	IBM Pure Flex System

	
	Server IBM x3650 M4

	
	Server-Edge IBM HX5 


	
	Personal Computers

	
	Fujitsu Simens ESPRIMO E420

	
	Dell OptiPlex 3010 MT

	
	HP 8300E CMT i73770

	
	HP Pro 3010 MT

	
	HP Pro 3400 MT

	
	HP xw4300 Workstation

	
	HP Pro All-in-One 3220


3.2. Production Assets, Capacities, and Infrastructure

· Fixed assets amounting to 144.5 billion soum are present in the balance sheet of “Asaka” Bank as of January 1, 2016. These include: buildings and premises for 80.7 billion soum, transport vehicles for 3.3 billion soum, furniture and computer equipment for 33.9 billion soum, equipment to perform payments using plastic cards for 7 billion soum and etc.
· Information about infrastructure facilities of “Asaka” Bank as of 1.01.16 is given in the appendix.
3.3. Necessity in New/Additional Production Equipment

· Active Network Equipment

· Proxy Servers (Firewall)

· Routers 

·  Uninterruptible Power Supply (UPS)

3.4. Raw Material Resources

None
3.5. Environmental Impact of Enterprise

“Asaka” Bank actively participates in financing of projects and state programs aimed at improvement and environmental protection, implementation of power and resource saving technologies in enterprises of the republic. 

Notably:

· The project implementation agreement amounting to 8.0 million US dollar was signed between “Asaka” Bank and International Development Association (IDA) on August 18, 2011 to carry out a control plan on implementation of the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan dated July 25, 2011 No.211 “On Measures to Implement “Raising Energy Efficiency of Industrial Enterprises” Project with Participation of the International Development Association”. 

The project implementation agreement amounting to 33.0 million US dollar was signed between “Asaka” Bank and International Development Association (IDA) on July 18, 2013 to implement the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan dated June 12, 2013 No.168 “On Additional Measures to Implement “Raising Energy Efficiency of Industrial Enterprises” Project with Participation of the International Development Association”. 

Since the project’s commencement, IDA funds were attracted amounting to 26.13 million US dollar including 8.0 million US dollar under a pilot project (2012-2013), 18.13 million US dollar under additional financing including 7.2 million dollar in 2014, 10.93 million US dollar in 2015 under the following projects:

JSC "Uztransgaz" (Tashkent city), JSC “ Toshkent Yog`-Moy” (Tashkent city), JSC “Kattakurgan Yog`-Moy” (Samarkand Region), JSC “Urgench Yog`-Moy” (Khorezm Region), JSC “Uzpakhtasanoat” (Tashkent city), JSC “Uchkurgon Yog`-Moy”, JSC “Uzmetkombinat” (Tashkent Region), OJSC “Ferghana Issiklik Elektr Markazi ” (Ferghana Region), JSC “Toshkent Issiklik Elektr Stantsiyasi ” (Tashkent city), UE “Uzelektrotarmok” (Tashkent city), DUK “Shurtangaz ” (Kashkadarya Region), MGPZ (Kashkadarya Region), DUK “Mubarekgaz ” (Kashkadarya region).

· To implement the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan dated February 26, 2002 No.67 “On Measures to Implement “Improvement of Water Supply of Bukhara Region” Project” “Asaka” Bank extended a credit using of funds of the State Credit Agency of Spain “Instituto de Credito Oficial” and funds of the Spanish bank “Societe Generale” amounting to 17.38 million euro to the Bukhara Regional State Production Enterprise “Suvokava”.

4. DESCRIPTION OF SERVICES/GOODS

4.1. Products 

Being one of the biggest universal commercial banks of the country and having stable leading positions among entities of the banking system, nowadays “Asaka” Bank offers a wide spectrum of banking products and services in national and foreign currencies for legal and natural entities:

· Opening and maintenance of client accounts;

· Complete spectrum of services related to payment and cash office servicing;

· Complex servicing of operations in foreign currencies, conversion operations, international payments and trade financing (optimal in respect to maturities, expenses and risks, payment schemes with counteragents using letters of credit, collection and guarantees of the Bank);

· Implementation of electronic payments in national and foreign currencies. Comfortable system of remote servicing using a software complex “Bank-client”;

·  SMS-banking is a remote servicing of clients via exchange with the Bank by means of SMS-messages of text format send using client’s mobile phone;

· Internet-banking for natural persons;

· Bank transfers in national and foreign currencies;

· International remittance systems for natural persons: “Western Union”, “Blizko”, “Unistream”, “Asia-Express”, “Moneygramm ”, “Zolotay Korona ”;

· Acceptance of utilities and other payments from population. Other services of saving cash offices;

· Wide spectrum of credit services in national and foreign currencies;

· Financial leasing;

· Project financing;

· Factoring;

· Deposits and deposits in national and foreign currencies on preferential terms and conditions;

· Issuance and wide spectrum of services using plastic cards in the national currency. “Salary Projects”. Provision of consumer credits for population by provision of credit plastic cards;

· Issuance and servicing of international plastic cards (Master Card Standard, Maestro, Master Card Business) including conversion cards. Acquiring;

· Issuance and servicing of local plastic cards for natural persons in foreign currency;

· Issuance, purchase, sale, accounting and safe custody of securities, brokerage and underwriting services, and carrying out other operations with securities;

· Purchase, sale, and payment operations with travelers and other cheques on terms and conditions stipulated with an issuing company and correspondent bank;

· Provision of individual depository cells in deposit safes for safe custody of valuables (documents, securities, jewellery and other);

· Preparation and dispatch of inquiries and letters on banking operations at client’s instruction. Other services of informative nature;

· Services related to investment projects.

· Provision of other kinds of banking services which do not contradict the current legislation of the Republic of Uzbekistan.

4.2. Purpose and Scope of Application

The goods of the Bank are of specific nature; they include services and products which represent operations with monies and securities as well as intermediary operations and consulting services of financial nature.

Due to the specific character of banking activity, banking services fundamentally are required to utmost meet financial needs of clients on conditions repayability, payability and maturity.

The scope of application of banking services is the financial sector.

4.3. Main Characteristics 

High quality and competitiveness are main characteristics of services of “Asaka” Bank.

To enter the market with a banking service, “Asaka” Bank has a strategy and policy (credit, investment, pricing and other) developed on the basis of information and analytical materials which are formalized into plans on development, provision and sale of specific banking services.

“Asaka” Bank has necessary financial, material and labor resources to maintain continuous monitoring of banking services market and operative response to changes in market conditions. 

4.4. Distinctive Features, Advantage/Benefit for Clients

Main features which describe quality of services provided by “Asaka” Bank may include:

· Reliability. Paying attention to profitability of investments, the Bank ensures balanced state of assets and liabilities; it maintains high liquidity.

· Individual Approach to Client. Constantly improving quality of a banking product and service, we strive to make most comfortable for each client.

· Aspiration to Innovation. Using advanced banking technologies and highly qualified personnel, implementing new kinds of services, the Bank strives to meet world standards of banking activity.

· Professionalism. High level of professional of preparation of Bank’s specialists, permanent rising of qualification enables the Bank to work in flexible and operative manner, offering high quality of servicing.

· Territorial Availability. The extensive regional network in the entire republic; existence of interactive services and remote banking servicing.

· Pricing Availability. Competitive pricing and interest rate policies.

· Confidentiality. The Bank complies with the Law of the Republic of Uzbekistan “On Bank Secrecy”, other normative legal acts on protection of information and consumer rights.

4.5. Existence of or Necessity in Licensing

The Central Bank of the Republic of Uzbekistan issued to “Asaka” Bank the following: License to Carry out Banking Operations No.53 dated 25.07.2015 and General License to Carry out Operations in Foreign Currency No.80 dated 25.07.2015.

(Copies of licenses are attached)

4.6. Level of Readiness to Issuance and Sale of Products

“Asaka” Bank operates in the financial market of the republic for more than 20 years and has all material and technical, technological, software, and personnel, legal and methodological components for full-fledged implementation of banking operations.

4.7. Necessity in Certification, Existence of certificates

No necessity in certification of products.

4.8. Necessity and Capabilities for Modernization of Products

On a regular basis, “Asaka” Bank carries out marketing studies in the financial sphere and IT area, implements new innovative banking products using latest achievements in information technologies.

4.9. Terms of Delivery and Package

Sales network of “Asaka” Bank consists of 496 units: the Head Office, 26 branches, 86 mini-banks, 30 specialized cash offices, 54 saving cash offices, 20 mobile cash offices, 140 payment points, 85 international remittance points, 31 currency –exchange bureaus and 23 conversion divisions.

Aiming at needs of clients, “Asaka” Bank also carries out remote servicing (via remote client servicing system), and a number of interactive services (via its web-site). These include:

Interactive Services 

· Examination of applications from citizens

· Issuance of plastic cards 

· Provision of a credit to an individual entrepreneur

· Provision of a credit to a small entrepreneurship entity 

· Connection to Internet-Banking system

· Internet-banking

· "Bank-Client" System

· Personal cabinet

· Tracking of appeals and applications of citizens

· Forum 

· Credit calculator

Remote Servicing of Clients 

· System "Corporate Internet Banking" (CIB)

· SMS banking

· Personal cabinet

4.10. Guarantees and Service

According to the Law of the Republic of Uzbekistan “On Bank Secrecy”, “Asaka” Bank guarantees secrecy of a bank account, operations thereon and information about a client. Information about operations and accounts may be provided only to the client or representatives thereof, state authorities and officials thereof upon their written request exclusively in cases and under procedures provided for with the law. 

According to the Law of the Republic of Uzbekistan “On Guarantees for Protection of Citizens Deposits in Banks” “Asaka” Bank guarantees 100-percent pay-out on deposits of citizens.

“Asaka” Bank offers high level service and flexible pricing schedule that enables to attract most diverse categories of clients to the bank from private depositors and individual entrepreneurs to small business enterprises and big corporate clients.

5. MARKET REVIEW

5.1. General Analysis of Banking Market of Uzbekistan

The monetary policy of the Central Bank of the Republic of Uzbekistan during 2015 was aimed at achievement of targeted macroeconomic indicators for 2015, implementation of requirements of resolutions and decrees of the Head of the state related to further reformation and raising stability of the banking system and achievement of high international rating indicators. Large-scale work was carried out last year to raise the level of capitalization of the banking system, further strengthening of liquidity and stability thereof.

As a result of adopted effective measures, the indicators of the banking system not only conform to generally adopted world standards but also exceed them in certain directions:

· Capital Adequacy Level of the banking system amounts to 23.3% that exceeds 3 times the requirements established by the Basle Committee on Banking Supervision (8%). This indicator reached more than 7.8 trillion soum as of January 2016.

· Current Liquidity Level of the banking system of Uzbekistan exceeds 64.5% for several years which is 2 times higher than the minimum level established with international standards.

· Assets of banks compared to the last year increased by 25.1% and amounted to 65.2 trillion soum according to results of 2015.

· The volume of credits directed to real sector of economy increased by 27.3% compared to 2014 and amounts to more than 42.7 trillion soum as of the start of the current year.

· The volume of credits extended for investment purposes increased more than 1.2 times compared to 2014 and amounted to 10.2 trillion soum as of January 2016.

· The volume of credits extended to small business entities increased 1.3 times compared to 2014 and amounted to more than 12.1 trillion soum as of January 1 of the current year; of which microcredits amounted to more 2.5 trillion soum that is 1.3 times higher compared to 2014.

· The volume of credits extended to support business projects of graduates of vocational colleges amounted to 277.8 billion soum that is 1.4 times higher compared to 2014.

· The volume of deposits grew by 28% compared to 2014 and amounts to 35.6 trillion soum as of the start of the current year.

· The share of banking services in total structure of financial services amounted to 88% and increased more than 1.3 times compared to 2014.

· Evaluation of international rating agencies and financial institutions:
Six years in a row, the international rating agency Moody's gives rating evaluation with “stable” outlook to development prospects of the banking system of Uzbekistan. Activity of the banking system of Uzbekistan was also evaluated at "stable" level by the rating agencies Standard & Poor's and Fitch Ratings.

Successes in reformation and liberalization of the domestic banking system were also reflected in the annual analytical review of the World Bank and International Financial Corporation in respect to conditions to carry out entrepreneurial activity “Doing Businees-2016”. According to the report published in October, 2015, Uzbekistan’s rating in respect to conditions of crediting advanced at once to 113 position during the last three years i.e. from 154th to 42nd.

5.2. Market Segmentation, Analysis of Capacity, Saturation and Dynamics of Market Segments

The ranking of commercial banks of the Republic of Uzbekistan as of January 2016 is provided in the appendix.

5.3. Analysis of Competitive Environment

Implementation of program measures of the Government on reformation and liberalization of national economy ensured favorable conditions for development of the modern competitive banking system. Progressive growth of the banking network, expansion of network of private banks, emergence of non-banking institutions providing financial services (leasing, investment companies and other) as well as functioning of banks with participation of foreign capital in the republic nowadays promote creation of healthy competition in the market of financial services.

When just several years ago lower prices for banking products and services were the main instrument to achieve competitive advantages, at the present time, clients of commercial banks put forward increased requirements to quality of banking service and variety thereof. 

Today, “Asaka” Bank is positioned in the market as one of the biggest universal financial institutions of the country which provides wide spectrum of banking services and products which was promoted by the strategy of the Bank for maximum orientation to needs of clients, implementation of flexible pricing policy, regular work on qualitative renewal of the current assortment and development of the regional network of bank sub-divisions.

Main Competitors.

As of January 2016, the banking system of Uzbekistan was represented with the Central Bank and 26 commercial banks with more than 800 divisions and branches throughout the entire republic. The commercial banks include: 14 joint-stock commercial banks, 8 private banks and 4 banks with participation of foreign capital. 

Being one of the biggest banks of the republic (2nd by capital size and 3rd by assets), “Asaka” Bank considers the National Bank for Foreign Economic Activity of the Republic of Uzbekistan as a main competitor. 

At the same time, intensification of competition is observed from Uzpromstroybank, Ipoteka-bank, Kishlok-Kurilish Bank, People’s Bank, Agro Bank, Hamkorbank, KDB Bank Uzbekistan and Kapital Bank included into the same group of banks as “Asaka” Bank (banks of Group 1 under classification of the Rating Agency “Ahbor-Reyting”). 

Relative (among banks of Group 1) Competitive Position

of “Asaka” Bank as of January 1, 2016 

	
	“Asaka” Bank
	Uzpromstroybank
	Ipoteka-bank
	Kishlok-Kurilish Bank
	People’s Bank
	Agro Bank
	Hamkorbank
	Bank Uzbekistan
	Kapital Bank

	Assets
	19%
	23%
	11%
	11%
	9%
	8%
	7%
	7%
	5%

	Share Capital(Total)
	22%
	21%
	9%
	10%
	11%
	11%
	7%
	6%
	4%

	Credit Portfolio (Net)
	14%
	30%
	14%
	15%
	8%
	9%
	7%
	1%
	3%

	Of which Credits Extended to Private Partnerships and Corporations
	22%
	10%
	12%
	10%
	11%
	14%
	14%
	1%
	7%

	Investments
	23%
	18%
	7%
	2%
	20%
	11%
	3%
	7%
	10%

	Deposits of Clients
	24%
	11%
	11%
	5%
	15%
	9%
	10%
	10%
	7%

	Of which Deposits of Legal Entities
	31%
	12%
	11%
	3%
	7%
	4%
	12%
	15%
	5%

	Net Profit
	15%
	11%
	11%
	7%
	21%
	2%
	17%
	7%
	9%


5.4. Strategy of Marketing and Sale of Services

To strengthen own competitive positions, the Bank plans to intensify marketing activity giving special significance to:

- optimization of mini-bank network and raising effectiveness its functioning; search of new and raising profitability of the existing points for provision of retail services;

- search and attraction of companies from various spheres and sectors of economy for servicing; qualitative and quantitative development of client base;

- promotion of activity to develop the existing and opening of new credit lines; 

- raising of quality of servicing of clients;

- expansion of assortment and increasing volumes of provided services;

- implementation of flexible pricing policy;

- further promotion of the Bank to international market of banking services;

- implementation of active advertising policy. 

The Bank also assumes that further development of competition in the domestic market between biggest banks of the republic will be based on technical and technological re-equipment, revision of policy for mutual relations with clients and pricing policy. 

5.5. Marketing Analysis of Strengths and Weaknesses of Company

SWOT-analysis of “Asaka” Bank

	Competitive Advantages
	Competitive Shortcomings

	1. 20-years operational experience in the market and positive image.
	1. Insufficiently full usage of capacities of branches and mini-banks; existence of problematic sub-divisions in the regional network of the Bank. 

	2. Well-established contacts and cooperation with international financial and banking structures.
	2. Necessity in intensification of work on further diversification of assets.

	3. Formed perspective clientele differentiated by various sectors of economy and forms of property. 

Existence of big corporate clients, with long-term partnership relations with the Bank.
	3. Insufficiently high quality of examination of investment projects at the level of individual branches.

	4. Extensive network of branches and mini-banks covering regions of strategic importance.
	4. Existence of problem credits in credit portfolio of the Bank.

	5. Wide assortment of provided services, regular work on its qualitative renewal. 
	

	6. Large-scale of financial and economic opportunities and resource base.
	

	7. Strong founders and their support.
	

	8. Sustainable capital base.
	

	9. Initiative highly qualified personnel.
	

	10. Well-established system of constant raising qualification and specialized training of personnel. Existence of own Training Center.
	

	11. Competitive pricing policy.
	

	12. Operational experience on foreign exchange and international banking operations, trade financing. Issuance and servicing of international and local plastic cards in foreign currency.
	

	13. Public awareness about activity of the Bank. 

Constant renewal of information in the corporate site.
	

	14. Existence of a center for telephone calls from population (Call-Center) which creation enabled to provide clients with highly qualitative information and consultative servicing of “hot” line on services of the Bank, to automatize the process for acceptance of telephone calls and timely reply thereto, distribution of calls between operators with call forwarding option to needed specialist, to establish conference calls and etc. There is also possibility for provision of additional on-line services to clients holding plastic cards.


	

	15. Individual approach to clients. Existence of institution for personal managers for complex servicing of corporate clients. 
	

	16. Sufficient level of material and technical resources, high level of information technologies and wide spectrum of services for remote servicing of clients
	

	Opportunities
	Threats

	Strengthening of competitive positions of the Bank in all segments of serviced market.
	Foregone benefits due to:

influence of internal factors: 

- existence of certain non-profitable sub-divisions;

- necessity to create reserves on existing problem credit investments

influence of external factors (market risks)


	Expansion of cooperation with international financial institutions and foreign banks to open and disburse new credit lines.
	


6. FINANCIAL PLAN

6.1. Assumptions Used in Financial Model

In building the financial model, there were used a number of indicators and factors affecting final result based on market conditions, expected demand, proposed price of sale, achieved arrangements with key clients, planned marketing measures and so on.

The following groups of indicators were examined:

- personnel (need in personnel, expenses on labor remuneration, operating regime);

- financial (need in financing, sources and terms for attraction of resources);

- tax (tax and duty rates subject to payment to budgets of all levels);

- marketing (cost of attracted resources and projection of price changes);

- investment (purchased equipment, capital expenses for construction of buildings and structures) and other.

Operating expenses connected with general economic activity of the Bank including depreciation expenses and taxes were taken into account. Operating expenses include:

- variable expenses (services of third-party organizations);

- general production expenses (salary, expenses for servicing transport vehicles and buildings and other fixed expenses);

- commercial expenses connected with sale and promotion of banking services;

- administrative expenses.

Sources for attraction of funds, volumes and periods of attraction and repayment of funds were taken into consideration.

Payment of pre-tax profit, profit tax profit and net profit was made. 

Information about the Bank in a respective period by profitability and profitability of operating activity, financial and property conditions of the Bank was analyzed.

6.2. Structure of Enterprise Financing 

Existence of financial resources in necessary volumes as well as effective usage thereof determine financial wellbeing of the Bank, financial stability, solvency and liquidity.
Sources of financing of “Asaka” Bank are own and attracted funds. 

Own funds are formed using internal (profit remaining at Bank’s disposal) and external sources (additional contributions of funds to the statutory capital, additional issuance and sale of shares, other external sources for formation of own financial resources).

Attracted funds are formed using funds of population, economic entities and financial institutions.

Profit is a main source of funds of a dynamically developing bank. The profit value depends on many factors main of which is correlation of incomes and expenses. 
Profit is also the main source of formation of the reserve capital (fund) which is intended for compensation of unforeseen losses and potential losses from banking activity. Procedures for formation of the reserve capital is established in normative documents which regulate activity of the Bank as well as statutory documents thereof.

6.3. Results of Financial Model of Project

· Business-plan of “Asaka” Bank for 2016 is provided in the appendix.

· Projected financial indicators of “Asaka” Bank for 2016-2020 are given in appendices.

6.4. Analysis of Investment Attractiveness of Project

“Asaka” Bank is a universal commercial bank carrying out all kinds of banking operations available in the market of financial services including servicing of private and corporate clients.

The Bank reflects high business activity in the financial market, dynamically developing commercial network, adequate capitalization, and balanced liquid position. 

The well defined strategy aimed at expansion of business and strengthening positions of the Bank in the market as well as support of shareholders gives additional stability to Bank’s business.

· Large-Scale Activity
The business scale of “Asaka” Bank was dynamically developing during the last years, and its total assets reached 7 404.6 billion soum as of January 1, 2016. The share of income generating items therein amounts to 76.4%. 

As of January 2016, the structure of assets of “Asaka” Bank is as follows: cash and funds in the Central Bank (15.9%), funds in other banks (8.2%), net credit portfolio (45.3%), securities and investments (2.6%), fixed assets and intangible assets (3.6%), and other assets (24.4%)

· Resource Base:

As of January 2016, Liabilities of the Bank or attracted funds increased by 41.64% or 1 907.8 billion soum compared to the same period for the last year and amounted to 6 488.9 billion soum (87.63% of the resource base of the Bank). 

As of January 2016, the structure of liabilities of “Asaka” Bank is as follows: deposits of clients (69.0%), interbank deposits (8.6%), credit lines of international financial institutions and other loans (15.6%), and other liabilities (6.8%). 

Equity Capital of the Bank increased by 14.2% compared to the same period for the last year and amounted to 915.7 billion soum according to results of 2015. At the same time, the statutory capital increased by 2.28% or 11.5 billion soum compared to the same period for the last year amounting to 516.1 billion soum. 

Bank’s capital is sufficient to comply with requirements of the Central Bank in respect to capital adequacy as well as to comply with paragraphs of the Resolution of the President of the Republic of Uzbekistan “On Measures of Further Reformation and Liberalization of Banking System” No.PP-56 dated 15.04.2005 in respect to compliance with ratio of the regulatory capital to risk assets of a bank. 

Capital increase for the last financial year is connected with placement of a new closed issue of shares by the Bank and injection of funds from new shareholders of the Bank such as JSC "Navoi GMK", JSC "Uzbektelecom" and JSC "Uzbekiston Temir Yullari".

· Dividends

During the last years, “Asaka” Bank paid dividends to shareholders as follows:

	2011
	2012
	2013
	2014

	в million soum
	in % to net profit
	в million soum
	in % to net profit
	в million soum
	in % to net profit
	в million soum
	in % to net profit

	2 934.95
	6.30%
	11 029.06
	24.25%
	14 199.60
	21.75
	18 661.02
	24.00%


Note: The sums of paid dividends are specified without sums directed to capitalization.

· Credit Ratings

National RA “Ahbor-Reyting” confirmed Bank’s rating in February 2016 at the level of “uzA+” with “Stable” outlook.

Rating from Fitch Ratings Ltd.
Long-term RDA in foreign currency “B-” 

Short-term RDA in foreign. currency “B”

Long-term RDA in national currency “B”

Short-term RDA in national currency “B” 

Support rating
 “5” 

Support level “B-” 

Outlook “Stable”
Rating from Moody’s Investor Service Ltd.,

Long-term and short-term ratings of deposits in national currency B1/Not Prime
Long-term and short-term ratings of deposits in foreign currency В2/Not Prime
Outlook “Stable”

6.5. Sensitivity Analysis and Scenario Analysis

Sensitivity analysis and scenario analysis applied in “Asaka” Bank are aimed at evaluation of strategic perspectives and direct effect from changes of a given risk factor (for example, growth/reduction of exchange rate of the national currency; growth/reduction of interest rates) onto the portfolio of assets of the Bank. 

The first stage of analysis consists of verification of reliability and actuality of information which conforms to criteria consistency and comparability. 

Detailed analysis of credit and trade portfolios and identification of risks to which the Bank is most subject to is carried out after compilation of necessary data base. 

Further, analysis of existing risk factors is carried out by determining changes therein at given time intervals. At the same time, both the difference between maximum and minimum values of the factor within the given time period and the difference between values at the start and end of the examined period may be taken into consideration. Then, depending on purposes of analysis, averaged or maximum value of risk factor changes is used in calculations.

7. ANALYSIS OF MAIN RISKS

7.1. Description of Main Risks 

Credit Risk is a risk of occurrence of financial losses as a result of non-fulfillment or untimely or incomplete fulfillment of financial liabilities by a borrower in accordance with terms and condition of a contract. Banking instruments subject to credit risk are: credit, leasing, debt securities, liabilities on other financial instruments, and contracts on current operations. 

Market Risk is a risk of occurrence of financial losses as a result of unfavorable changes in market cost of securities in Bank’s portfolio, unfavorable changes in exchange rates of foreign currency and (or) precious metals as well as interest rates. Market risk includes currency and interest rate risks.

Currency Risk is a risk of occurrence of financial losses as a result of unfavorable changes of exchange rates of foreign currency on Bank’s open positions in foreign currencies. 

Interest Rate Risk is a risk of occurrence of financial losses as a result of changes in interest rates which influence both incomes of the Bank and cost of its assets, liabilities and off-balance sheet instruments.

Liquidity Risk is a risk of Bank’s full or partial failure to implement undertaken financial obligations. Liquidity means ability to effectively response to reduction in the level of deposits and borrowed funds ensuring timely implementation of liabilities of the Bank and financing asset growth. 

All banks undertake to ensure implementation of current liquidity requirement which is determined as ration of current assets (all liquid assets and investments of the Bank with maturity above 30 days excluding those which were prolongated at least ones and/or those which were given for repayment of loans given earlier as well as overdue credits) to the sum of demand liabilities with repayment period to 30 days. This indicator must be not less than 30%.

Operating Risk is a risk of occurrence of financial losses as a result of mistakes of Bank’s internal system the as well as mistakes detected in Bank’s processes, information technologies, employees or external natural processes including natural disasters. Operating risks include:

Risks of Personnel are risks of occurrence of financial losses as a result of excess of established powers by Bank’s responsible employees to take decisions in respect to composition and volume of operations, non-compliance by Bank’s employees to established procedures to carry out operations, mistakes of personnel and dishonest banking practice;

Risks of Technologies are risks of occurrence of financial losses determined by mistakes in processes to carry out operations, imperfection of used technologies, moral obsolescence of systems and their inadequacy to performed operations.

Risks of Physical Interference are risks of occurrence of financial losses as a result of external physical interference into Bank’s activity such as natural disasters, fires, robberies and terrorism.

7.2. Analysis of Influence of Risks onto Economic Effectiveness for Various Participants of Project and Options for Minimization of Established Risks

“Analysis of Risk Weighted Assets” is a main instrument of analysis for influence of risks on economic effectiveness of the Bank. Using this method, the Bank classified its assets in accordance with established risk percentages that enables to vividly determine assets subject to risk and to identify problematic groups of assets. Furthermore, this method enables to control quality of assets by comparing each group of risky assets to total sum of assets.

Activities Carried out by “Asaka” Bank

To Minimize Risks:

Credit risk. Credit risk management in “Asaka” Bank is carried out in two directions: credit risk of credit portfolio and credit risk arising during interbank operations.

In order to minimize and insure credit risk arising during interbank operations, the Bank calculates limits for implementation of operations with domestic banks based on financial reporting and for implementation of operations with foreign banks in accordance with rating indicators assigned thereto by international rating agencies. 

To manage credit portfolio risks, the administrating role of credit operations is given to a separate structural sub-division or Department of Credit Risk Management main task of which is coordination of Bank’s activity in management of Bank’s credit portfolio and credit risks. This department:

· Annually develops draft Credit Policy of the Bank jointly with respective structural sub-divisions of the Bank and submits thereof to the Board and the Council of the Bank for approval;

· Coordinates Bank’s sub-divisions in development of provisions, procedures and unified internal normative documents in respect to crediting;

· Submits proposals on establishment of crediting limits for Bank’s branches for examination and approval of the Credit Committee of the Bank for a respective period;

· Analyzes and controls compliance to crediting limits by Bank’s crediting sub-divisions established by the Credit Committee of the Bank;

· Administers credit operations, manages credit approval process for branches and corporate clients;

· Analyzes credit portfolio of the Bank by structural sub-divisions and sources of crediting, submits proposals to improve the portfolio and to raise its quality;

· Carries out monitoring over formation of reserves for compensation of potential losses on Bank’s loan operations in general, and forms reserves for credit portfolio;

· Carries out interaction with the National Institute of Credit Information and Interbank Credit Bureau;

· Carries out methodological management and coordination of structural sub-divisions of the Bank to select and agree on the cost of the pledge object.

Currency Risk. “Asaka” Bank carries out monitoring of the currency position on daily basis to ensure timely response to changes in exchange rates of currency in international and domestic markets.

Risk of Liquidity and Interest Rate Risk. To analyze differences (gaps) between Bank’s claims and liabilities as well as differences in interest rates between them, “Asaka” Bank uses “GAP”-analysis. This method enables to develop measures for complete or partial elimination of negative gap between claims and liabilities.
7.3. Conclusions and Recommendations 

Taking into consideration positive indicators of “Asaka” Bank and good prospects for its further development, we consider that the purchase of the share in the statutory capital of the Bank will be a beneficial investment for a strategic investor, with possibility for earning of acceptable profit in form of dividends. 

We consider most expedient to purchase the share in the statutory capital of “Asaka” Bank by a strategic investor who has business experience in the banking sphere.

8. Appendices

Contact Information:

Legal Address: 67, Nukus Street, Tashkent city, Republic of Uzbekistan, 100015

Telephone: (+998 71) 120 81 11, 120 81 15

Fax: (+998 71) 120 86 94

www.asakabank.uz; e-mail: info@asakabank.uz

S.W.I.F.T. code: ASBKUZ22; REUTERS: ASBU

Additional Materials: 

· Copy of Registration Certificate;

· Copy of Charter;

· Copies of Licenses;

· Organizational Chart and Management of the Bank;

· Resume of Main Managers;

· Business Plan for 2016;

· Projection Indicators of “Asaka” Bank for 2016-2020 
· Competitive Ranking of Banks;

· Confirmations of Credit Ratings;

· Report of Audit Company;

· Photos of Buildings;

· Additional materials, tables, and information.
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