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National Bank of Ukraine
Statement of Management’s Responsibilities for the Preparation and Approval of
the Consolidated Financial Statements for the Year Ended 31 December 2016

Management is responsible for the preparation of the consolidated financial statements that present
fairly, in all material respects, the consolidated financial position of the National Bank of Ukraine and
its subsidiaries as at 31 December 2016, and the consolidated results of its operations, cash flows, and
changes in equity for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with International Financial Reporting Standards (“IFRS”).

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

e  Properly selecting and applying accounting policies;

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

e Providing additional disclosures when compliance with the specific requirements of IFRSs is
insufficient to enable users to understand the impact of particular transactions, other events, and
conditions on the consolidated financial position and financial performance of the National Bank
of Ukraine and its subsidiaries;

e  Stating whether IFRSs have been followed, subject to any material departures disclosed and
explained in the consolidated financial statements; and

e Making an assessment of the ability of the National Bank of Ukraine and its subsidiaries to
continue as a going concern in the foreseeable future.

Management is also responsible for:

e Designing, implementing, and maintaining an effective and sound system of internal controls,
throughout the National Bank of Ukraine and its subsidiaries;

e Maintaining adequate accounting records that are sufficient to show and explain the transactions
of the National Bank of Ukraine and its subsidiaries and disclose with reasonable accuracy at any
time the consolidated financial position of the National Bank of Ukraine and its subsidiaries, and
which enable them to ensure that the consolidated financial statements of the National Bank of
Ukraine and its subsidiaries comply with IFRS;

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

e  Taking such steps as are reasonably available to them to safeguard the assets of the National Bank
of Ukraine and its subsidiaries; and

e  Detecting and preventing fraud and other irregularities.

The consolidated financial statements of the National Bank of Ukraine and its subsidiaries for the year
ended 31 December 2016 were approved and authorized for issue by management of the National
Bank of Ukraine on 13April 2017.

On behalf of the Board of the National Bank of Ukraine:

J D~ == o

V. O. Gontareva, B. V. LGkasevych,

Gov/g-f’nor Chief Accountant — Director of Accounting
Department

13 April 2017 13 April 2017
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INDEPENDENT AUDITOR’S REPORT
To The Council and the Board of the National Bank of Ukraine:
Opinion

We have audited the consolidated financial statements of the National Bank of Ukraine and its
subsidiaries, which comprise the consolidated statement of financial position as at 31 December 2016,
and the consolidated statement of comprehensive income, the consolidated statement of changes in
equity, and the consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the National Bank of Ukraine and its subsidiaries as at

31 December 2016, and their consolidated financial performance and consolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards (“"IFRS”).

Basis for opinion

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

Responsibility of management and those charged with governance for the consolidated
financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS and for such internal control as management determines is
necessary to enable the preparation of these consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the ability of
the National Bank of Ukraine and its subsidiaries to continue as a going concern, disclosing, as applicable,
matters relating to going concern, and using the going concern basis of accounting, unless those charged
with governance either intend to liquidate the National Bank of Ukraine and its subsidiaries or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial reporting process of
the National Bank of Ukraine and its subsidiaries.

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

© 2017 PISC “Deloitte & Touche USC”. All rights reserved.
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

o Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the ability of the National Bank of Ukraine and its
subsidiaries to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the National Bank of Ukraine and its subsidiaries to cease to
continue as a going concern.

. Evaluate the overall presentation, structure, and contents of the consolidated financial statements,
and whether the consolidated financial statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the consolidated financial information of
the National Bank of Ukraine and its subsidiaries to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision, and performance of the audit of
the National Bank of Ukraine and its subsidiaries. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Delolt# o Teewhe
13 April 2017

Certified Auditor Natalia Samoilova

Certificate of Banks’ Auditor N20202

issued by the Audit Chamber of Ukraine

on 24 December 2014 by Decision

of the Audit Chamber of Ukraine # 304/2 and
effective until 24 December 2019

PJSC “Deloitte & Touche Ukrainian Services Company”
Str. Zhylyanska, 48, 50a, Kyiv, 01033, Ukraine



National Bank of Ukraine
Consolidated Financial Statements
Consolidated statement of financial position as at 31 December 2016

Notes 2016 2015
(in UAH millions)
Assets
Funds and deposits in foreign currency and investment metals 5 50,958 129,053
Foreign securities 6 275,329 171,610
SDR holdings 7 73,546 212
Monetary gold 24,353 19,577
Domestic securities 8 394,454 404,514
Loans to banks and other borrowers 9 35,456 65,236
Internal state debt 2,002 2,091
IMF quota contributions 10 73,538 45,631
Property and equipment and intangible assets 11 5,946 6,269
Other assets 12 4,966 5,006
Total assets 940,548 849,199
Liabilities
Banknotes and coins in circulation 341,059 308,237
Accounts of banks 13 44,305 31,041
Accounts of government and other institutions 14 48,549 51,319
Liabilities on profit distribution to the State Budget of Ukraine 19 44,379 38,164
Certificates of deposit issued by the National Bank of Ukraine 15 68,073 89,747
Borrowings received 16 - 31,283
Liabilities to the IMF 17 243,295 176,142
Other liabilities 18 3,232 420
Total liabilities 792,892 726,353
Equity
Statutory capital 20 100 100
General and other reserves 20 54,255 39,185
Revaluation reserves for assets and liabilities 20 93,265 83,526
Total equity 147,620 122,811
Non-controlling interest 36 35
Total equity 147,656 122,846
Total equity and liabilities 940,548 849,199
Approved and authorized for issue on behalf of the Board of the National Bank of Ukraine on 13 April 2017.
47 )

Governor J é/’ /// V. O. Gontareva
Chief Accountant — Director of e ;
Accounting Department 5 &///{ %j—_’" B. V. Lukasevych

The accompanying notes on pages from 9 to 68 are an integral part of these consolidated financial statements.



National Bank of Ukraine
Consolidated Financial Statements
Consolidated statement of comprehensive income for the year ended 31 December 2016

Notes 2016

2015

(in UAH millions)

Interest income 22 60,050 61,627
Interest expense 22 (13,344) (10,531)
Net interest income, before unwinding/(provisioning) 46,706 51,096
Net decrease/(increase) in provisions for loans to banks and other borrowers 26 875 (7,931)
Net interest income, after unwinding/(provisioning) 47,581 43,165
Fee and commission income 383 343
Fee and commission expense (65) (312)
Net fee and commission income 318 31
Gains on operations with financial assets and liabilities in foreign currency
and monetary gold 23,545 37,185
Gains on operations with debt securities at fair value 2,323 2,874
Losses on operations with financial instruments, other than debt securities, at
fair value 67) (564)
Other income 23 732 2,508
Total net income 74,432 85,199
Staff costs 24 (1,433) (1,785)
Costs related to production of banknotes, coins, souvenirs, and other products (971) (1,261)
Administrative and other expenses 25 (969) (842)
Charging provisions for contingent liabilities 18 (2,594) -
Recovery of the NBU’s assets located in temporarily occupied territories - 20
Net (increase)/decrease in provisions for other assets 26 (12) 1
Profit before income tax 68,454 81,332
Income tax expense of subsidiaries (1) (7)
Profit for the year 68,453 81,325
Other comprehensive income not to be reclassified subsequently to profit or
loss:
Revaluation of investment metals 736 22
Other comprehensive income for the year 736 22
Total comprehensive income for the year 69,189 81,347
Profit for the year attributable to:
National Bank of Ukraine 68,452 81,319
Non-controlling interest 1 6
68,453 81,325
Comprehensive income attributable to:
National Bank of Ukraine 69,188 81,341
Non-controlling interest 1 6
69,189 81,347

Approved and authorized for issue on behalf of the Board of the National Bank of Ukraine on 13 April 2017.

Governor Z’j V. O. Gontareva

7 4
7

Chief Accountant — Director of / e

Accounting Department i ¢ &// 22 %;7 B. V. Lukasevych

#

Director of Financial Controlling Department 0. V. Strynzha

The accompanying notes on pages from 9 to 68 are an integral part of these consolidated financial statements.



National Bank of Ukraine
Consolidated Financial Statements

Consolidated statement of cash flows for the year ended 31 December 2016

Operating activities

Profit for the year
Adjustments for:

Depreciation and amortization

Net (decrease)/increase in provisions for assets
Adjustment of interest income on impaired loans to banks

Change in accrued income
Change in accrued expense

Effect of restructuring foreign government loan bonds (“FGLBs”)

Gain/(loss) on revaluation of operations with derivatives
Losses on revaluation of debt securities carried at fair value

Unrealized loss on revaluation of financial assets and liabilities

in foreign currency and monetary gold
Provisions for potential litigation costs

Recovery of the NBU’s assets located in temporarily occupied territories

Other non-cash movements
Net cash inflows before changes in operating assets and
liabilities

Net decrease in loans to banks and other borrowers
Repayment of internal state debt
Net (decrease)/increase in other assets

Net increase in accounts of banks on demand (other than interest accrued)
Net (decrease)/increase in accounts of government and other institutions

Net increase/(decrease) in other liabilities

Net cash inflows from operating activities before transfers to the State

Budget of Ukraine
Cash transfers to the State Budget of Ukraine
Net cash inflows from operating activities

Investing activities

Net decrease/(increase) in term deposits placed

Net increase in foreign securities

Purchase of domestic securities

Sale and redemption of domestic securities

Purchase of monetary gold

IMF quota contributions

Investments in associates

Acquisition of property and equipment and intangible assets
Net cash outflows from investing activities

Notes 2016 2015

(in UAH millions)

68,453 81,325

11 559 577
26 (864) 7,930
9 (867) 387
(274) (5,030)

(128) (260)

- 507

1,467 (1,467)

(447) @)

(7,387) (37,084)

18 2,594 -
- (20)

(22) 12

63,084 46,876

29,881 7,963

132 132

(250) 760

12,494 3,078

(8,055) 27,394

) (921)

97,284 85,282

19 (38,164) (61,803)
59,120 23,479

16,938 (17,380)

(59,308) (48,529)

8 (25,800) (91,581)
37,648 25,057

(458) (126)

17,10 (18,938) -
- 2

(302) (182)

(50,220) (132,739)

The accompanying notes on pages from 9 to 68 are an integral part of these consolidated financial statements.



National Bank of Ukraine
Consolidated Financial Statements
Consolidated statement of cash flows for the year ended 31 December 2016 (continued)

Notes 2016 2015

(in UAH millions)
Financing activities

Issue of banknotes and coins in circulation 32,822 3,426
Repayment of liabilities to the IMF 17 - (9,259)
Proceeds from the funds received under the IMF’s loans 17 25,563 63,811
IMF accounts No. 1, No. 2 47 -
Net change in term deposits attracted/(placed) 764 (448)
Net change in certificates of deposit issued by the National Bank of

Ukraine (21,317) 69,574
Other borrowings (repaid)/received (31,230) 31315
Net cash inflows from financing activities 6,649 158,419

Effect of changes in exchange rates on cash and cash
equivalents 18,244 45,278

Net increase in cash and cash equivalents 33,793 94,437

Cash and cash equivalents
Cash and cash equivalents at the beginning of the reporting year 21 111,649 17,212
Cash and cash equivalents at the end of the reporting year 21 145,442 111,649

Approved and authorized for issue on behalf of the Board of the National Bank of Ukraine on 13 April 2017.

.ﬁ‘ . :
Governor Vi é// <ol V. 0. Gontareva

/

Chief Accountant — Director of — )
Accounting Department i &/ Ey/g{/ﬂw B. V. Lukasevych

>

The accompanying notes on pages from 9 to 68 are an integral part of these consolidated financial statements



National Bank of Ukraine
Consolidated Financial Statements
Consolidated statement of changes in equity for the year ended 31 December 2016

Notes  Statutory General and Revaluation Total equity Non- Total
capital other reserve for attributable controlling equity
reserves  assetsand tothe NBU interest
liabilities
(in UAH millions)
Balance as at 1 January 2015 100 23,993 56,420 80,513 29 80,542
Total comprehensive income for 2015 - 81,319 22 81,341 6 81,347
Disposal of subsidiaries (879) - (879) - (879)
Realized gain/(loss) on investment metals
disposed 19 - 9 9) - - -
Realized gain/(loss) on revaluation of
securities disposed and derivatives 19 - 188 (188) - - -
Allocation of unrealized gain/(loss) on
revaluation of securities to revaluation reserve 19 - (110) 110 - - -

Allocation of unrealized gain/(loss) on

operations with derivatives to revaluation

reserve 19 - (1,467) 1,467 - - -
Allocation of unrealized gain/(loss) on

revaluation of assets and liabilities in foreign

currency and monetary gold to revaluation

reserve 19 - (25,704) 25,704 - - -
Liability of the National Bank of Ukraine on

profit distribution to the State Budget of

Ukraine for 2015 19 - (38,164) - (38164) - (38,164)
Balance as at 31 December 2015 100 39,185 83,526 122,811 35 122,846
Total comprehensive income for 2016 - 68,452 736 69,188 1 69,189
Realized gain/(loss) on investment metals

disposed 19 - 286 (286) - - -
Realized gain/(loss) on revaluation of

securities disposed and derivatives 19 - 341 (341) - - -
Allocation of unrealized gain/(loss) on

revaluation of securities to revaluation reserve 19 - (537) 537 - - -
Allocation of unrealized gain/(loss) on

operations with derivatives to revaluation

reserve 19 - 1) 1 - - -
Compensation of unrealized gain/(loss) on

revaluation of assets and liabilities in foreign

currency and monetary gold at the cost of

revaluation reserve 19 - 2,350 (2,350) - - -
Allocation of unrealized gain/(loss) on

revaluation of assets and liabilities in foreign

currency and monetary gold to revaluation

reserve 19 - (11,442) 11,442 - - -
Liability of the National Bank of Ukraine on

profit distribution to the State Budget of

Ukraine for 2016 19 - (44,379) - (44379 — (44379
Balance as at 31 December 2016 100 54,255 93,265 147,620 36 147,656

Approved and authorized for issue on behalf of the Board of the National Bank of Ukraine on 13 April 2017.

)
Governor J Z//"// V. O. Gontareva

y b 4

/
Chief Accountant — Director of —7 >
Accounting Department ‘&/ﬂ {%’/ 7 B. V. Lukasevych
>

The accompanying notes on pages from 9 to 68 are an integral part of these consolidated financial statements



National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

1 Principal activities

The National Bank of Ukraine (the “NBU”) is the central bank of Ukraine and operates in accordance
with the Constitution of Ukraine, the Law of Ukraine On the National Bank of Ukraine, and other laws of
Ukraine. In accordance with the Ukrainian legislation, the primary function of the NBU is ensuring stability
of the national currency of Ukraine. In fulfilling its primary function, the NBU shall proceed from priorities
in achieving and maintaining price stability in the country. The NBU shall facilitate stability of the banking
system and sustainability of economic growth, as well as support the economic policies of the Cabinet of
Ministers of Ukraine provided that it does not prevent the NBU from carrying out its primary function of
maintaining price stability.

The NBU does not aim to earn profits. The financial results of the NBU’s activities, as well as
the structure of its assets, liabilities, and equity are defined by the functions of the NBU as a special central
government authority.

In accordance with the Law of Ukraine On the National Bank of Ukraine, the main functions of
the NBU are as follows:

Determine and carry out monetary policies in accordance with the Monetary Policy Fundamentals
developed by the NBU’s Council,;

In its capacity as a monopoly, issue the national currency of Ukraine and arrange for its circulation;

Ensure accumulation and maintenance of foreign (gold and foreign currency) reserves (hereinafter
referred to as “international reserves”) and perform operations with international reserves and investment
metals;

Be a lender of last resort to banks and organize a system of refinancing;

Exercise banking regulation and supervision on an individual and consolidated basis;

Represent Ukraine with other central banks, international banks, and other credit institutions where
cooperation is maintained among central banks;

Exercise other functions in financial and credit areas within the competence defined by the Law of
Ukraine On the National Bank of Ukraine.

According to the Law of Ukraine On the National Bank of Ukraine, the NBU grants loans to banks to
support their liquidity, purchases and sells securities, foreign currency valuables, and investment metals in
the open market, sells commemorative coins made of precious and non-precious metals in domestic and
foreign markets, performs operations on servicing the state debt in respect of placement of government
securities, their redemption, and payment of interest, maintains accounts of the State Treasury of Ukraine
and accounts of international organizations, and conducts other operations required to perform its functions.
The NBU also performs the functions of a depository for government securities of Ukraine.

The statutory capital of the NBU is owned by the State.

In accordance with the Constitution of Ukraine, the main task of the NBU’s Council is to develop
Monetary Policy Guidelines and exercise control over implementation of monetary policies. In addition, in
accordance with the Law of Ukraine On the National Bank of Ukraine, the NBU’s Council shall approve, on
an annual basis, the NBU’s budget of income and expenditures for the next year, take decisions on allocation
of distributable profits to increase the NBU’s statutory capital and create provisions to finance the
investments aimed at supporting the NBU’s activities, approve annual financial statements of the NBU,
report on fulfilment of the NBU’s budget of income and expenditures and distribution of profit for
the reporting year, and approve decisions of the NBU’s Board on the NBU’s participation in international
financial organizations, as well as perform other functions according to its authority as defined by Ukrainian
legislation.



National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

1 Principal activities (continued)

The NBU’s structure includes the Central Administrative Office, a standalone division (the Banknote
Printing and Minting Works), and legal entities established by the NBU to support its activities solely within
the NBU’s tasks and functions in accordance with the Law of Ukraine On the National Bank of Ukraine (as
at 31 December 2015, the NBU’s system consisted of the Central Administrative Office, standalone divisions
(the Central Vault, the State Treasury of Ukraine, the Team for International Credit Line Management,
the Central Clearing House, the Banknote Printing and Minting Works, and the Banknote Paper Mill).
During the year ended 31 December 2016, due to centralization of the NBU’s functions, the State Treasury
of Ukraine, the Team for International Credit Line Management, and the Central Clearing House were
excluded from the NBU’s structure. In accordance with Resolution of the NBU’s Board, in 2016,
the functions performed by the Banknote Paper Mill were transferred to the Banknote Printing and Minting
Works. Based on the above, operations of the Banknote Paper Mill were discontinued.

The NBU’s subsidiary is SETTLEMENT CENTER FOR SERVICING AGREEMENTS IN
FINANCIAL MARKETS PJSC (the “Settlement center”), with the NBU’s shareholding in its statutory
capital as at 31 December 2016 and 2015 amounting to 77.79%.

The statutory capital of the Settlement Center amounts to UAH 153.1 million and comprises ordinary
registered shares with a par value of UAH 1,000 each.

The exclusive competency of the Settlement Center includes making settlements under transactions
with securities and other financial instruments exercised on stock exchanges and over-the-counter, provided
settlements are effected using the “delivery versus payment” principle. The Settlement Center opens and
maintains cash accounts for stock exchange participants. In addition, it ensures the payment of returns on
securities and repayment of the nominal value when securities are redeemed and an issuer performs other
corporate transactions, including the securities placed and circulating outside Ukraine.

In accordance with the Law of Ukraine No. 399-VII dated 4 July 2013 On Amendments to Certain
Legislative Acts of Ukraine Regarding the Return of Government Control over and Production of
the Documents and Forms that Require Special Security Features by State-owned Enterprises, State
Enterprise “Polygraph Combine “Ukraina” for Securities’ Production” (hereinafter, the ‘“Polygraph
Combine”), was placed under the management of the NBU.

The NBU applied judgment and analyzed whether the criteria of control in respect of the Polygraph
Combine were complied with in accordance with IFRS 10.Consolidated Financial Statements. The NBU has
powers of authority over the Polygraph Combine, but it is not exposed, or has rights, to variable returns from
its involvement, and acts rather as an agent than principal in respect of the Polygraph Combine. Based on
such judgments, it has been concluded that the NBU does not exercise control over the Polygraph Combine
and, correspondingly, the Polygraph Combine has not been consolidated in the course of preparing these
consolidated financial statements.

The NBU is a founder of the Corporate Non-State Pension Fund of the NBU (hereinafter,
the “CNPF”). The NBU acts as an administrator, asset manager, and custodian of the CNPF.

The NBU has analyzed the availability of control under IFRS 10. Consolidated Financial Statements
in respect to the CNPF. The NBU is a founder, but it is neither exposed, nor has rights, to variable returns of
its operations. According to IFRS 10, the NBU has no control over the CNPF and correspondingly, the CNPF
has not been consolidated in these consolidated financial statements.

As at 31 December 2016 and 2015, the NBU’s investments in associates were represented by
the German-Ukrainian Fund and National Depository of Ukraine, Public Joint Stock Company.

The German-Ukrainian Fund (the “GUF”) was established by the Cabinet of Ministers of Ukraine as
represented by the Ministry of Finance, the NBU, and Kreditanstalt fur Wiederaufbau (the “Kfw”)
(registered in Germany). The area of core activities of the GUF is improvement of competitiveness of
Ukrainian small and medium enterprises by means of their financing through appointed Ukrainian banks
using the GUF funds. According to the Charter, the GUF does not have an objective of generating profits.
Profits of the GUF are allocated to increase the lending pool for small and medium enterprises. As at
31 December 2016, the NBU’s share in the GUF’s statutory capital amounted to 31.25% (31 December
2015: 31.25%).

10
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National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

1 Principal activities (continued)

The NBU, the National Commission for Securities and Stock Market, and other participants of
the stock market are shareholders of National Depository of Ukraine, Public Joint Stock Company
(hereinafter, the “National Depository”). In accordance with the Charter, the National Depository is engaged
in depository accounting, accounting for securities and corporate transactions of issuers on securities
accounts of the customers.

As at 31 December 2016, the NBU owned 2,580 ordinary registered shares in the National Depository
with the nominal value of UAH 10,000 each for the total amount of UAH 25.8 million (2015: 2,580 ordinary
registered shares in the National Depository with the nominal value of UAH 10,000 each for the total amount
of UAH 25.8 million). As at 31 December 2016, the NBU’s share in the statutory capital of the National
Depository was 25% (31 December 2015: 25%).

Approval of the consolidated financial statement is an authority of the NBU’s Council.

2 Basis of presentation and a summary of significant accounting policies

The consolidated financial statements of the NBU have been prepared in accordance with IFRS as
issued by the International Accounting Standards Board (hereinafter, the “IASB”).

These consolidated financial statements have been prepared based on the assumption that the NBU is
a going concern and will continue in operation in the foreseeable future.

These consolidated financial statements have been prepared on a historical cost basis, except for
financial assets classified as financial assets at fair value through profit or loss. The consolidated financial
statements are presented in the national currency of Ukraine, Ukrainian hryvnia (hereinafter, “UAH”), which
is the functional and presentation currency. These consolidated financial statements of the NBU are presented
in millions of Ukrainian hryvnias (hereinafter, “UAH millions”).

Basis of consolidation

These consolidated financial statements include the financials statements of the NBU and its
subsidiaries as at 31 December 2016

Subsidiaries are the companies controlled by the NBU. The existence of control is determined when
the following conditions are met simultaneously:

Existence of power over the investee;
Rights to variable returns from involvement in the investee and exposure to respective risks;
Ability to use its powers over the investee to make an impact on the NBU’s performance.

Consolidation of the subsidiaries begins when the NBU obtains control over them (commonly on
the date of acquisition) and ceases when the NBU loses control over the subsidiaries.

Changes in ownership interest in a subsidiary, without a loss of control, are accounted for as an equity
transaction. Losses of the subsidiary are attributable to non-controlling interest even if they result in the non-
controlling interest having a deficit balance.

If the National Bank loses control over the subsidiary, it derecognizes the assets and liabilities of
the subsidiary (including goodwill), the carrying amount of non-controlling interests, recognizes the fair
value of the consideration received, the fair value of any investment retained, and any surplus or deficit on
the transaction in profit or loss; reclassifies the share of the National Bank in the components previously
recognized in other comprehensive income to profit or loss. In the event a subsidiary is disposed of via the
transfer of control to the State as represented by the Cabinet of Ministers of Ukraine or other government
authorities, a gain or loss on such a transaction is included in equity.

Intragroup balances, including income and expense on transactions between subsidiaries, are
eliminated on consolidation. The NBU and its subsidiaries use uniform accounting policies in preparing
the consolidated financial statements. The financial statements of the subsidiaries have been prepared for
the same reporting period as the NBU’s consolidated financial statements.
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2  Basis of presentation and a summary of significant accounting policies (continued)

Investments in associates

Associates are the entities over which the NBU has significant influence. Significant influence means
the power to participate in the financial and operating policy decisions of the investee, but it does not mean
control or joint control over those policies.

Investments in associates are accounted for under the equity method and recognized in other assets.
Subsequent changes in the carrying value reflect the post-acquisition changes in the NBU’s share in net
assets of an associate. The NBU’s share of the post-acquisition profits or losses of associates is recorded in
the consolidated statement of comprehensive income as other income or expense. The NBU’s share in other
changes in the associates’ equity that have occurred from the date of investments is recorded in
the consolidated statements of comprehensive income and changes in equity. However, if the NBU’s share
in losses of an associate equals or exceeds its interest in the associate, the NBU does not recognize further
losses, except where the NBU is obliged to make further payments to, or on behalf of, the associate.

Key valuation techniques

Depending on their classification, financial assets and liabilities are carried at fair value or amortized
cost.

Fair value is the amount that would be received to sell an asset or paid to transfer a liability in an
orderly transaction in the principal (or most advantageous) market at measurement date under current market
conditions (i.e. an exit price) regardless of whether that price is directly observable or estimated using another
valuation technique.

The market in which the NBU would normally enter into transactions to sell the asset or transfer
the liability is presumed to be the principal market or, in absence of a principal market, the most
advantageous market. The NBU should have access to the principal or the most advantageous market at the
date of measurement. The NBU measures fair value of an asset or a liability using the assumptions that
market participants would use when pricing the asset or liability, assuming that market participants act in
their economic best interest.

If there is a principal market for the asset or liability, the fair value represents the price in that market
(regardless whether that price is directly observable, or it is estimated using another valuation technique),
even if the price in a different market is potentially more advantageous at the measurement date.

Such valuation techniques as discounted cash flows and consideration of financial data of the investees
are used to measure fair values of certain financial instruments for which external market pricing information
is not available. Valuation techniques may require assumptions not supported by observable market data.
Disclosures are made in these consolidated financial statements if changes in any such assumptions to a
reasonably possible alternative may result in significantly different amounts of profit, income, expense, total
assets, or total liabilities.

The NBU uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair values, maximizing the use of relevant observable inputs and minimizing
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement taken as a whole:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable;

Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue, or
disposal of a financial asset or financial liability. The incremental cost is one that would not have been
incurred if the transaction had not taken place. Transaction costs do not include debt premiums or discounts,
financing costs or internal administrative or storage costs.
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2 Basis of presentation and a summary of significant accounting policies (continued)

Amortized cost is the amount at which the financial asset or liability was recognized at initial
recognition, less any principal repayments, plus or minus the cumulative amortization using the effective
interest rate method of any difference between that initial amount and the maturity amount, and for financial
assets, less any write-down for the impairment losses incurred.

The effective interest rate method is a method of calculating amortized cost of financial asset or
financial liability and allocating interest income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments or receipts (excluding future
financial assets related losses) through the expected life of the financial instrument or a shorter period, if
appropriate, to the net carrying amount of the financial asset or financial liability.

Transactions in foreign currency and monetary gold

Monetary assets and liabilities denominated in foreign currency and monetary gold are initially
recognized at the official exchange rates of the UAH against foreign currencies (gold) at the date of
settlement — the date of initial recognition of assets and liabilities. Subsequently, they are revalued after each
change in the official exchange rate”.

Monetary assets and liabilities in foreign currency and monetary gold are carried in the consolidated
financial statements at the official exchange rates of the UAH against foreign currencies (gold) set by
the NBU at the date of the consolidated statement of financial position.

Monetary gold consists of the stocks of gold bars of the international standard and coins of not lower
than 995 standard owned by the NBU and forming a part of international reserves. Transactions in monetary
gold may be performed only among monetary authorities of different countries or among those authorities
and international monetary institutions.

Gold owned by the NBU but not forming its reserve assets does not belong to monetary gold.

Monetary gold is recorded in physical weight in troy ounces and is measured in UAH at the official
exchange rate of the NBU. The official exchange rate is calculated based on the information on gold prices
as determined (fixed) by participants of the London Bullion Market Association in USD translated into the
UAH at the NBU’s official UAH/USD exchange rate.

Interest-bearing placements in gold with foreign banks are included in foreign currency funds and
deposits and recorded in the consolidated financial statements at the official exchange rate of the UAH
against foreign currencies as at the date of the consolidated statement of financial position.

The principal official exchange rates of the UAH against foreign currencies (gold) used for translating
the monetary items of the consolidated statement of financial position and monetary gold were as follows:

31 December 2016 31 December 2015

(UAH) (UAH)

uUsD 1 27.190858 24.000667
SDR 1 36.553534 33.258458
EUR 1 28.422604 26.223129
1 troy ounce of gold 31,158.004 25,440.707

*As at 31 December 2016, the official exchange rate of UAH against USD was set at the exchange rate determined as average weighted rate of purchases and
sales on “tod”, “tom”, and “spot” terms at the time of establishment under all arrangements entered into by market participants, as well as the market participants and the
NBU that had been established based on the data of the system of deal confirmation in the interbank foreign exchange market of Ukraine at the National Bank of Ukraine
(as at 31 December 2015, the official exchange rate of UAH against USD was set at the exchange rate determined as average weighted rate of purchases and sales that
had been established based on the data of the system of deal confirmation in the interbank foreign exchange market of Ukraine at the National Bank of Ukraine and
effective at the time of establishment). As at 31 December 2016 and 2015 the official exchange rate of UAH against other currencies was established based on the
information about the official exchange rate of UAH against USD and the daily fixing exchange rates of currencies against EUR of the European Central Bank. As at 31
December 2016 and 2015, the official exchange rate of UAH against USD was set on each business day.
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2 Basis of presentation and a summary of significant accounting policies (continued)

Gains or losses on revaluation of monetary assets and liabilities in foreign currency and monetary
gold, as well as gold placed with foreign banks, due to changes in the official exchange rates of the UAH
against foreign currencies and gold are recognized as profit or loss in the consolidated statement of
comprehensive income in the period in which they arise.

Operations with the International Monetary Fund

The NBU acts as a depository and fiscal agent of Ukraine (in respect of the funds received by the NBU)
in the relationship of Ukraine with the International Monetary Fund (hereinafter, “the IMF”). All claims of
Ukraine on and liabilities to the IMF in respect of the funds received by the NBU are recorded in
the consolidated financial statements of the NBU. The IMF’s asset balances include holdings of the Special
Drawing Rights (hereinafter, “SDR”) and IMF quota contributions. Liabilities to the IMF include
the securities issued to the IMF by the NBU in settlement of quota and as a fiscal agent in respect of its
borrowings and balances on the IMF’s accounts No. 1 and No. 2. The IMF’s account No. 1 is used for IMF
transactions, including quota subscription payments, purchase and repurchase of funds. Account No. 2 is
used for settlements with the IMF in the Ukrainian currency.

Assets and liabilities denominated in SDRs, including the IMF quota contributions, are translated into
UAH at the NBU’s official exchange rate of UAH against SDR at the date of the consolidated statement of
financial position. The official exchange rate of UAH against SDR is calculated based on the information
about the exchange rate of SDR against USD set by the IMF and the NBU’s official UAH/USD exchange
rate.

Interest received in respect of SDR holdings is recognized as interest income, and charges paid in
respect of the use of the IMF’s funds are recognized as interest and fee expense, as appropriate, in
the consolidated statement of comprehensive income. Non-reimbursable fees under arrangement of SDR
purchase are recorded as fee and commission expense. Expenses related to operations with the IMF are
amortized using the effective interest rate method and recorded as interest expense.

Transactions with financial instruments
Financial assets of the NBU are classified depending on intentions of their acquisition as follows:

Funds and deposits in foreign currency

Funds and deposits in foreign currency are recorded when the NBU advances foreign currency funds
to counterparty banks with no intention of trading them. Those funds are not related to derivative financial
instruments, not quoted in the market, and repayable on fixed or determinable dates.

Debt securities at fair value

This category includes the securities which do not meet the criteria of measurement at amortized cost.
The NBU manages a group of these financial instruments in accordance with a documented business model
which is used for managing the NBU’s financial assets and provides for sale of such securities in the short-
term perspective.

The fair value of these securities is determined by reference to market quotations in the principal or
most advantageous markets. Securities of this category may be reclassified to securities at amortized cost if
a business model changes.

Debt securities at amortized cost

This category includes the securities in respect of which both of the following conditions are met:

Securities are held within the business model used for managing the NBU’s financial assets under
which securities are held to collect contractual cash flows;

Contractual terms give rise to cash flows on specified dates that are solely payments of securities’
principal and interest on the principal amount outstanding.
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2 Basis of presentation and a summary of significant accounting policies (continued)

Debt securities restructured

Restructured debt securities are recorded in the consolidated financial statements through de-
recognition of the carrying amounts, as at the restructuring date, of the previously recognized debt securities
and recognition of the fair values, as at the restructuring date, of the new financial instruments, provided
the IFRS criteria for de-recognition and recognition of financial assets are complied with.

The difference between the carrying amounts of previously recognized debt securities and the fair
values of new financial instruments is recorded in the consolidated statement of comprehensive income of
the period of restructuring.

Loans to banks and other borrowers

Loans to banks and other borrowers are recorded when the NBU lends money to counterparty banks
or other borrowers with the intention of obtaining contractual cash flows which are exclusively the payments
to repay the principal amount and interest. These loans do not have embedded derivatives, are not quoted in
the market, and are due on fixed or determinable dates.

Internal state debt

Internal state debt includes loans granted to the Government of Ukraine. Under these loans,
the contractual cash flows are expected to be received which are exclusively the payments to repay
the principal amount and interest. The internal state debt is initially recognized at fair value and subsequently
measured at amortized cost.

Derivative financial instruments

Derivative financial instruments are represented by swaps, forwards, and futures contracts.
Derivatives are initially recognized at fair value at the date the derivative contracts are entered into and are
subsequently re-measured to their fair value at the end of each reporting period. All derivatives are recorded
as assets if their fair values are positive and as liabilities if the fair values are negative.

Changes in the fair values of derivatives are included in the financial result of the consolidated
statement of comprehensive income in the period when they arise

Recognition and measurement of financial instruments
Financial instruments are recognized as follows:

Transactions with financial instruments are recorded in the consolidated statement of financial
position at a settlement date, which is the date when the ownership right to these assets is transferred to
(from) the NBU, other than derivative financial instruments;

Debt securities, equity instruments, and other financial instruments at fair value are initially recorded
at fair value;

Foreign currency denominated funds and deposits, debt securities at amortized cost, loans to banks
and other borrowers, and all financial liabilities are initially recorded at fair value, plus transaction related
costs.

The best evidence of the fair value of a financial instrument at initial recognition is normally
the transaction price (i.e. the fair value of the consideration given or received). If the NBU determines that
the fair value at initial recognition differs from the transaction price, it accounts for that instrument at that
date as follows:

At the measurement value, if the fair value is evidenced by a quoted price in an active market for an
identical asset or liability (i.e. a Level 1 input) or based on a valuation technique that uses only data from
observable markets. The NBU recognizes the difference between the fair value at initial recognition and
the transaction price as a gain or loss;

In all other cases, at the measurement value, adjusted to defer the difference between the fair value at
initial recognition and the transaction price. After initial recognition, the NBU recognizes that deferred
difference as a gain or loss only to the extent that it arises from a change in a factor (including time) that
market participants would take into account when pricing the asset or liability.
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Subsequent measurement of the NBU’s financial instruments is as follows:

Debt securities and equity instruments at fair value are revalued after each change in their market
price. Gains or losses from changes in fair value are recognized in profit or loss of the consolidated statement
of comprehensive income in the period in which they arise;

Foreign currency denominated funds and deposits, debt securities at amortized cost, loans to banks
and other borrowers, as well as the internal state debt are measured at amortized cost using the effective
interest rate method.

Provisions for impairment of financial assets

Impairment losses are recognized in profit or loss in the consolidated statement of comprehensive
income when incurred as a result of one or more events (“loss events”) that occurred after the initial
recognition of the financial asset and which have an impact on the estimated future cash flows of the financial
asset or a group of financial assets that can be reliably estimated.

The objective evidence of impairment of financial assets is the information on the following loss
events:

The borrower or issuer experiences significant financial difficulties;
Breach of contract by the borrower or breach by the securities issuer of the conditions of their issue;
The possibility of bankruptcy or other financial reorganization of the borrower or issuer;

The lender, for economic or legal reasons relating to the borrower’s or issuer’s financial difficulty,
granting to the borrower or issuer a concession that the lender would not otherwise consider (such as a change
in interest rate or extension of payment terms);

Observable data indicating that there is a measurable decrease in the estimated future cash flows from
a group of financial assets since the initial recognition of those assets.

Losses from impairment are recognized through the inclusion of the respective amount in expenses.
The amount of provision for impairment is calculated as a difference between the financial asset’s carrying
amount and the present value of expected cash flows discounted at the original effective interest rate of
the asset (current effective interest rate if the loans are granted at variable rates).

If, in a subsequent period, the amount of the impairment loss decreases, and the decrease can be related
objectively to an event occurring after the impairment has been recognized, the previously recognized
impairment loss is reversed by adjusting the provision account through profit or loss in the consolidated
statement of comprehensive income.

Uncollectible assets are written off against the related impairment loss provision after all the necessary
procedures to recover the asset have been completed.

Revision of financial assets’ terms and conditions

If financial assets terms are renegotiated and changed due to financial difficulties of a borrower, such
financial assets are treated as impaired, and the respective impairment loss is calculated using the original
effective interest rate determined before the revision. If loans are granted at floating rates, the impairment of
such assets is calculated using the current effective interest rate. If revision of the terms is not caused by
financial difficulties of the borrower, such financial assets are not considered impaired, and the carrying
amount of such assets is adjusted.

The adjustment is determined as a difference between the present value of new cash flows at the
revised terms discounted at the original effective interest rate (or the current effective interest rate, if loans
are granted at floating rates), and the carrying value of the financial asset at the date of the terms’ revision
and is recognized in the consolidated statement of comprehensive income.

Repo transactions

Funds paid under the agreements for purchase and sale of securities with a subsequent repurchase
obligation (hereinafter, “repo”) are recorded as loans to banks. The difference between the purchase and
resale prices is treated as interest income recognized over the life of the repo agreements using the effective
interest rate method.
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Funds received under repo agreements are included in accounts of banks in the consolidated statement
of financial position. The securities sold under repo agreements are retained as the assets of the NBU.
The difference between the sale and repurchase prices is treated as interest expense and accrued over the life
of the repo agreement using the effective interest rate method.

Property and equipment

Property and equipment items are carried at historical cost, less accumulated depreciation and
impairment loss.

Historical cost of acquired property and equipment items includes the costs incurred to acquire and
bring them to use.

Costs of enhancement of any item of property and equipment which increases the expected economic
benefits embodied in this item of property and equipment increase the asset’s historical cost. Costs on minor
repairs and maintenance are expensed when incurred. Cost of replacing major parts or components of
property and equipment items are capitalized and the residual value of the replaced part is charged to
expenses in the consolidated statement of comprehensive income of the reporting period.

If impaired, property and equipment items are written down to the higher of their recoverable value
and fair value, less costs to sell. A decrease in the carrying amount is recognized in profit or loss in the
consolidated statement of comprehensive income. An impairment loss recognized for an asset in prior years
is reversed if there has been a change in the estimates used to determine the asset’s recoverable value or fair
value, less costs to sell.

Gains or losses on disposals determined as the difference between the proceeds and the asset’s carrying
amount are recognized in profit or loss of the consolidated statement of comprehensive income.

Construction in progress is carried at cost. Upon completion, assets are transferred to buildings and
constructions at cost. Construction in progress is not depreciated until the asset is available for use.
Depreciation

Depreciation of property and equipment commences after the assets are available for use and is
calculated using the straight-line method to allocate their cost to their residual values over their estimated
useful lives as follows:

Buildings and structures 20-50 years;
Vehicles 7-28 years;
Machinery and equipment 4-20 years;
Tools, fixtures, and fittings 4-10 years;
Other fixed assets 2-25 years.

Land and construction in progress are not depreciated.

The residual value of an asset is the estimated amount that the NBU would currently obtain from
disposal of the asset, less the estimated costs of disposal, if the asset were already of the age and in
the condition expected at the end of its useful life. The residual value of an asset is equal to nil if the NBU
expects to use the asset until the end of its physical life.

Intangible assets

All of the NBU’s intangible assets have definite useful lives and primarily include computer software
and licenses for its use.

The historical cost of acquired intangible assets includes the costs incurred to acquire and bring them
to use. Acquired intangible assets are amortized on a straight-line basis over the expected useful lives from
3 to 8 years and subsequently measured at historical cost, less amortization and impairment loss.

Investment and other precious metals

Investment metals include stocks of gold, other than monetary, silver, platinum, and palladium held
in the State Treasury of Ukraine. Investment metals are recorded in physical weight in troy ounces and are
measured at the official exchange rate of the NBU. The official exchange rate is calculated based on
the information on precious metal prices determined (fixed) by the participants of the London Bullion Market
Association and participants of the London Platinum and Palladium Market and the NBU’s official
UAH/USD exchange rate.
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The official exchange rates of investment metals to UAH at which investment metals are carried in
the consolidated financial statements were as follows:

31 December 2016 31 December 2015

1 troy ounce of gold 31,158.004 25,440.707
1 troy ounce of silver 436.685 331.689
1 troy ounce of platinum 24,444,581 21,480.597
1 troy ounce of palladium 18,353.829 13,392.372

Unrealized gains or losses on revaluation of investment metals due to changes in the official exchange
rate of UAH against investment metals are included in other comprehensive income of the consolidated
statement of comprehensive income in the period in which they arise. Realized gains or losses on revaluation
of investment metals are transferred to retained earnings.

Interest-bearing placements in investment metals with foreign banks are included in funds and deposits
in foreign currency and investment metals. The results of revaluation of investment metals placed with
foreign banks due to changes in the official exchange rates of UAH against investment metals are recognized
as profit or loss in the consolidated statement of comprehensive income in the period in which they arise.

Other precious metals include gold and other scrap metal and bars which are not of a recognized
standard. Other precious metals are recognized as inventory and are carried at historical cost.

Investment and other precious metals are included in other assets in the consolidated statement of
financial position.

Banknotes and coins in circulation

The amount of banknotes and coins in circulation represents the nominal value of banknotes and coins
(small change, circulating, commemorative, and investment coins) that can be used as payment instruments
and have been issued into circulation by the NBU after the introduction of UAH into circulation in September
1996. The banknotes and coins in circulation are recorded as liability at their nominal values when cash is
issued by the NBU to banks and customers of the NBU. Cash in the national currency held in the NBU’s
vaults and cash offices is not included in banknotes and coins in circulation.

Accounts of banks

Accounts of banks are recognized when funds are advanced to the NBU by counterparty banks. These
liabilities are non-derivative and are initially recognized at fair value, including transaction costs and are
subsequently measured at amortized cost.

Accounts of government and other institutions

Accounts of government and other institutions are non-derivative liabilities to government and other
customers and are initially recognized at fair value, including transaction costs, and are subsequently
measured at amortized cost.

Certificates of deposit issued by the NBU

Certificates of deposit issued by the NBU are initially recorded at fair value and are subsequently
measured at amortized cost using the effective interest rate method. Upon redemption of certificates of
deposit issued by the NBU, the difference between the consideration paid and the amortized cost is included
in profit or loss in the consolidated statement of comprehensive income.

Borrowings received

Borrowings received are recognized when the NBU receives funds from other central banks and begins
using them on the payment basis. Initially, they are measured at fair value, less transaction costs, and
subsequently measured at amortized cost. When entering into bilateral borrowing agreements with other
central banks, the parties are exposed to mutual irrevocable liabilities on lending the other party of
the arrangement. Before the respective borrowings are granted by central banks that are parties under
arrangements, future irrevocable liabilities on lending are not recognized in the consolidated statement of
financial position.
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Income and expense recognition

Interest income and expense are recorded in the consolidated statement of comprehensive income on
an accrual basis using the effective interest rate method for all debt instruments, except for debt securities at
fair value through profit or loss. Interest income on debt securities at fair value through profit or loss is
recognized in the consolidated statement of comprehensive income in the results from operations with debt
securities at fair value.

All other fee and commission and other income and expense items are generally recorded on an accrual
basis by reference to completion of the specific transaction assessed as a relation of the actual service
provided (received) to the total contractual services to be provided.

Costs related to production of banknotes, coins, souvenirs, and other products

The NBU produces the Ukrainian national currency banknotes and coins. Costs associated with
the banknote and coin production (other than commemorative coins made of precious metals and investment
coins) are charged to the NBU’s expenses when the banknotes and coins produced are transferred by
the Printing and Minting Works to the Central Vault of the NBU. Expenses for money issuance include
depreciation of plant and machinery, staff costs, and other production costs.

Costs associated with the production of commemorative coins made of precious metals and investment
coins are recorded as an asset in other assets line of the NBU’s consolidated statement of financial position
and are charged to expenses in the period when coins are sold.

Staff costs

Salaries, payments of single contribution to mandatory state social security funds, transfers of
contributions to the NBU’s Corporate Non-State Pension Fund, as well as expenses incurred on personnel
training and development are recognized in the year in which the respective costs are incurred.

Corporate Non-State Pension Fund of the NBU

The NBU has established a Corporate Non-State Pension Fund, which represents a defined
contribution plan. The NBU pays contributions to this fund on a contractual basis. The NBU has no further
payment obligations once the contributions have been paid. The contributions are recognized as staff costs
when they are due. Upon retirement of the NBU’s employees, all benefits are paid by Corporate Non-State
Pension Fund of the NBU.

The NBU acts as an administrator, asset manager, and custodian of Corporate Non-State Pension Fund
of the NBU.

Costs related to contributions to mandatory state social funds

Under Ukrainian legislation, the NBU transfers the amount of the single contributions for mandatory
state social security to the State Fiscal Service of Ukraine. The transfers made to the State Fiscal Service of
Ukraine are expensed as incurred.

Taxation

According to the Tax Code of Ukraine, the NBU makes settlements with the State Budget of Ukraine
according to the Law of Ukraine On the National Bank of Ukraine.

The National Bank of Ukraine transfers distributable profits to the State Budget of Ukraine in
accordance with the Law of Ukraine On the National Bank of Ukraine. The distributable profit is determined
by decreasing profit by the amounts of unrealized gains for the reporting period transferred to revaluation
reserves and by increasing profit by the amounts of compensation of unrealized losses on revaluation reserves
and realized gains. These transfers are treated as distributions to owners and are recorded in the consolidated
statement of changes in equity (Note 19).
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The Law of Ukraine On the State Budget of Ukraine for 2015 has introduced changes to the Law of
Ukraine On the National Bank of Ukraine and established that, in 2014, 2015, and 2016, the NBU shall make
transfers to general reserves until the amount of general reserves equals to 4, 7, and 10 percent of the NBU’s
monetary liabilities, respectively. Upon creating the general reserves in the amount stipulated for by the Law
of Ukraine On the National Bank of Ukraine, the distributable profit shall be transferred to the State Budget
of Ukraine in full.

Other taxes payable by the NBU are recorded within administrative and other expenses.
Revaluation reserves for assets and liabilities

According to the Law of Ukraine On the National Bank of Ukraine, unrealized gains on revaluation
of foreign currency and monetary gold due to changes in the UAH against foreign currencies and monetary
gold exchange rates during the reporting period, as well as unrealized gains on revaluation of securities and
derivative financial instruments to their fair values, are transferred by the NBU to the revaluation reserve for
assets and liabilities within equity in the consolidated statements of financial position and changes in equity.

The revaluation reserve is used to compensate for the unrealized losses from the revaluation of foreign
currency, monetary gold, securities, and derivative financial instruments at fair value, should they
accumulate during the reporting year.

The revaluation reserve for foreign currency sold, monetary gold, securities, and derivative financial
instruments is included in distributable profit in the respective reporting periods.

Provisions for subsequent expenses
Provisions for subsequent expenses of the NBU include the amounts (Note 18) provided to:

Pay for annual (basic, additional, and social) vacations of its employees to ensure the recovery of
subsequent expenses incurred on annual (basic, additional, and social) vacations unused by employees of
the NBU’s institutions in the prior years and carried forward to subsequent years, with reference to payment
of a single contribution for general mandatory state social insurance. The NBU determines the amount of
provision as an undiscounted amount of current payments to employees payable in accordance with
the service performed by employees, net of any amounts already paid;

Reimburse for the loss of cash stored in cash reserves, currency handling offices, and automated telling
machines of the NBU’s offices in Donetsk and Luhansk oblasts, considering the situation as a result of their
temporary occupation;

To repay under legal or constructive obligations (as a result of past events), in particular, under
lawsuits, settlement of which will most probably result in an outflow of resources embodying economic
benefits (a negative outcome is more expected than not), and their amount (expense) can be measured
reliably. Costs on creating provisions are included in profit or loss in the consolidated statement of
comprehensive income in the period when incurred.

Cash and cash equivalents

For the purposes of reporting cash flows, cash and cash equivalents include financial assets on demand
and maturing within three months from the origination date and which are available for use at short notice
and are subject to insignificant risk of changes in value.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement
of financial position only when there is a legally enforceable right to offset the recognized amounts, and
there is an intention to either settle on a net basis, or to realize the asset and settle the liability simultaneously.
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Application of new and revised Standards and Interpretations

Revised IFRSs and Interpretations that became effective in 2016, with no significant effect on
the NBU’s consolidated performance and financial position

Amendments to 1AS 1 Presentation of Financial Statements — Disclosure initiative. The amendments
clarify that an entity need not provide a specific disclosure required by an IFRS if the information resulting
from that disclosure is not material, and give guidance on the bases of aggregating and disaggregating
information for disclosure purposes. However, the amendments reiterate that an entity should consider
providing additional disclosures when compliance with the specific requirements in IFRS is insufficient to
enable users of financial statements to understand the impact of particular transactions, events, and
conditions on the entity’s financial position and financial performance. In addition, the amendments clarify
that an entity’s share of the other comprehensive income of associates and joint ventures accounted for using
the equity method should be presented separately from those arising from the entity, and should be separated
into the share of items that, in accordance with other IFRSs: (i) will not be reclassified subsequently to profit
or loss; and (ii) will be reclassified subsequently to profit or loss when specific conditions are met. As regards
the structure of the financial statements, the amendments provide examples of systematic ordering or
grouping of the notes.

Amendments to IAS 16 Property, Plant, and Equipment and IAS 38. Intangible Assets — Clarification
of acceptable methods of depreciation and amortization. The amendments to 1AS 16 prohibit entities from
using a revenue-based depreciation method for items of property, plant, and equipment. The amendments to
IAS 38 introduce a rebuttable presumption that revenue is not an appropriate basis for amortization of an
intangible asset. This presumption can only be rebutted in the following two limited circumstances: when
the intangible asset is expressed as a measure of revenue; or when it can be demonstrated that revenue and
consumption of the economic benefits of the intangible asset are highly correlated.

Annual Improvements to IFRSs 2012-2014 Cycle

The Annual Improvements to IFRSs 2012-2014 Cycle include a number of amendments to various
IFRSs, which are summarized below.

The amendments to IFRS 5 Non-current Assets Held for Sale and Discontinued Operations introduce
specific guidance in IFRS 5 for when an entity reclassifies an asset (or disposal group) from held for sale to
held for distribution to owners (or vice versa). The amendments clarify that such a change should be
considered as a continuation of the original plan of disposal and, hence, requirements set out in IFRS 5
regarding the change of sale plan do not apply. The amendments also clarify the guidance for when held-
for-distribution accounting is discontinued. The amendments shall be applied prospectively.

The amendments to IFRS 7 Financial Instruments: Disclosures provide additional guidance to clarify
whether a servicing contract is continuing involvement in a transferred asset for the purpose of
the disclosures required in relation to transferred assets.

The amendments to IAS 19 Employee Benefits clarify that the rate used to discount post-employment
benefit obligations should be determined by reference to market yields at the end of the reporting period on
high quality corporate bonds. The assessment of the depth of a market for high quality corporate bonds
should be at the currency level (i.e. the same currency as the benefits are to be paid). For currencies for which
there is no deep market in such high quality corporate bonds, the market yields at the end of the reporting
period on government bonds denominated in that currency should be used instead.
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Standards in issue but not yet effective
The NBU has not applied the following new and revised IFRSs that have been issued but are not yet
effective:
IFRS 9 Financial Instruments?;
IFRS 15 Revenue from Contracts with Customers (and the related Clarifications)?;
IFRS 16 Leases?,;
Amendments to IFRS 2 Share-based Payment— Classification and measurement of share-based
payment transactions?;
Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates
and Joint Ventures — Sale or contribution of assets between an investor and its associate or joint venture?;
Amendments to IAS 7 Statement of Cash Flows — Disclosure initiative®;
Amendments to IAS 12 Income Taxes — Recognition of deferred tax assets for unrealized losses?;
Amendments to IFRS 4 Insurance Contracts — Applying IFRS 9 Financial Instruments with IFRS 4
“Insurance Contracts”?;
IFRS IC 22 Foreign Currency Transactions and Advance Consideration?;
Amendments to IAS 40 Investment property — Transfers of investment property?;
Annual Improvements to IFRSs 20142016 Cycle’.
! Effective for annual periods beginning on or after 1 January 2017, with earlier application permitted.
2 Effective for annual periods beginning on or after 1 January 2018, with earlier application permitted.
3 Effective for annual periods beginning on or after 1 January 2019, with earlier application permitted.

4 Effective for annual periods beginning on or after a date to be determined. Earlier application is
permitted.

The NBU will adopt the following new and revised Standards in issue, but not yet effective.

IFRS 9 Financial Instruments applies to classification and measurement of financial assets and
liabilities, hedge accounting, impairment of financial assets, and their de-recognition.

IFRS 9 issued in November 2009 introduced new requirements for the classification and measurement
of financial assets. IFRS 9 was subsequently amended in October 2010 to include requirements for
the classification and measurement of financial liabilities and for de-recognition, and, in November 2013, to
include the new requirements for general hedge accounting. In July 2014, the IASB issued a finalized version
of IFRS 9 mainly introducing impairment requirements for financial assets and limited amendments to
the classification and measurement requirements for financial assets. IFRS 9 is aimed at replacing
IAS 39 Financial Instruments: Recognition and Measurement.
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The key requirements of IFRS 9 are:

Classification and measurement of financial assets. Financial assets are classified by reference to
the business model within which they are held and their contractual cash flow characteristics. Specifically,
debt instruments that are held within the business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely payments of principal and interest on the principal
outstanding, are generally measured at amortized cost after initial recognition. The 2014 version of IFRS 9
introduces a ‘fair value through other comprehensive income’ category for debt instruments held within the
business model whose objective is achieved both by collecting contractual cash flows and selling financial
assets, and that have contractual terms of the financial asset giving rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding which are measured at fair
value through other comprehensive income after initial recognition. All other debt and equity investments
are measured at their fair values. In addition, under IFRS 9, entities may make an irrevocable election to
present subsequent changes in the fair value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally recognized in profit or loss.

Classification and measurement of financial liabilities. Financial liabilities are classified in a similar
manner to under IAS 39, however there are differences in the requirements applying to the measurement of
an entity’s own credit risk. IFRS 9 requires that the amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability is presented in other comprehensive income,
unless the recognition of the effects of changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss. Changes in fair value attributable to a
financial liability’s credit risk are not subsequently reclassified to profit or loss.

Impairment. The 2014 version of IFRS 9 introduces an ‘expected credit loss’ model for
the measurement of the impairment of financial assets, as opposed to an incurred credit loss model under
IAS 39. The expected credit loss model requires an entity to account for expected credit losses and changes
in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition.
In other words, it is no longer necessary for a credit event to have occurred before a credit loss is recognized.

Hedge accounting. Introduces a new hedge accounting model that is designed to be more closely
aligned with how entities undertake risk management activities when hedging financial and non-financial
risk exposures. Under IFRS 9, greater flexibility has been introduced to the types of transactions eligible for
hedge accounting, specifically broadening the types of instruments that qualify for hedging instruments and
the types of risk components of non-financial items that are eligible for hedge accounting. In addition, the
effectiveness test has been overhauled and replaced with the principal of an ‘economic relationship’.
Retrospective assessment of hedge effectiveness is also no longer required. Enhanced disclosure
requirements about an entity’s risk management activities have also been introduced.

De-recognition. The requirements for the de-recognition of financial assets and liabilities are carried
forward from 1AS 39.
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Depending on the approach applied, the transition may be performed simultaneously or on different
dates for different requirements of the standard. The NBU adopted the 2010 version of IFRS 9 early in
respect of classification and measurement of financial assets and liabilities in preparation of the consolidated
financial statements for 2012.

The NBU is currently preparing for implementation of IFRS 9, in particular:
Develops accounting policies in respect of financial instruments;

Analyzes management models and cash flow characteristics of the NBU’s financial assets with the
purpose of their classification;

Develops models for measuring expected losses from both groups of financial assets with similar
profiles and the assets assessed on an individual basis;

Determines a list of indicators and data containing historical, current, and forecasted data and
procedures for their grouping and accumulating with the purpose of measuring expected credit losses.

IFRS 15 Revenue from Contracts with Customers. In May 2014, IFRS 15 was issued which establishes
a single comprehensive model for entities to use in accounting for revenue arising from contracts with
customers. IFRS 15 will supersede the current revenue recognition guidance including IAS 18 Revenue,
IAS 11 Construction Contracts, and the related Interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods and services. Specifically, the Standard provides a single,
principles based five-step model to be applied to all contracts with customers.

The five steps in the model are as follows:

Identify the contract with the customer;

Identify the performance obligations in the contract;

Determine the transaction price;

Allocate the transaction price to the performance obligations in the contracts;
Recognize revenue when (or as) the entity satisfies a performance obligation.

Under IFRS 15, an entity recognizes revenue when or as a performance obligation is satisfied, i.e.
when ‘control’ of the goods or services underlying the particular performance obligation is transferred to
the customer. Far more prescriptive guidance has been added on topics such as the point in which revenue is
recognized, accounting for variable consideration, costs of fulfilling and obtaining a contract, and various
related matters. New disclosures about revenue are also introduced.

IFRS 16 Leases (effective for annual periods beginning on or after 1 January 2019, with early
application permitted). IFRS 16 specifies how an IFRS reporter will recognize, measure, present, and
disclose leases. The Standard provides a single lessee accounting model, requiring lessees to recognize assets
and liabilities for all leases unless the lease term is twelve months or less or the underlying asset has a low
value. Lessors continue to classify leases as operating or finance, with IFRS 16’s approach to lessor
accounting substantially unchanged from its predecessor, 1AS 17.

Amendments to IAS 7 Statement of Cash Flows — Disclosure initiative. The amendments require an
entity to provide disclosures that enable users of financial statements to evaluate changes in liabilities arising
from financing activities.

IFRS IC 22 Foreign Currency Transactions and Advance Consideration. The Interpretation clarifies
that when an entity pays or receives consideration in advance in a foreign currency, the date of the transaction
for the purpose of determining the exchange rate to use on initial recognition of the related asset, expense, or
income is the date of the advance consideration, i.e. when the prepayment or liability in respect of the income
received in advance was recognized. If there is more than one advance payment or receipt the date of
the transaction for each payment of receipt of advance consideration should be determined. Entities may elect
to apply amendments either retrospectively or prospectively.
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Amendments to IAS 40 Investment Property — Transfers of investment property. The amendments are
intended to clarify that an entity can only reclassify a property to/ from investment property when, and only
when, there is evidence that a change in the use of the property has occurred. The amendments emphasize
that a change in management’s intentions alone would not be enough to support a transfer of property.
The Standard has a list of circumstances that evidence a change in use, which is perceived by some as being
exhaustive, the amendments make it clear that they are only examples. Entities may elect to apply them either
retrospectively (if it is possible without the use of hindsight) or prospectively.

The NBU is currently assessing the impact of adoption and application of the finalized version of
IFRS 9 Financial Instruments on its consolidated financial statements. As to other Standards and
Interpretations, management estimates their adoption in the future periods will not have a significant effect
on the consolidated financial statements.

3 Critical accounting estimates and judgments in applying accounting policies

The NBU makes estimates, assumptions, and judgments that affect the amounts of assets and liabilities
reported in the consolidated financial statements. Estimates and judgments are continually revised and are
based on management’s experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. The most significant estimates and judgments include:

Financial assets at amortized cost
NBU Management has reviewed the financial assets carried at amortized cost and confirmed that:

Assets are held within a business model that is aimed at holding assets in order to collect contractual
cash flows;

Contractual terms and conditions of the financial assets stipulate for the receipt of cash flows on
specific dates that are intended only to repay a principal and interest for the outstanding principal amount.

Impairment of securities carried at amortized cost

The NBU regularly reviews its portfolio of securities carried at amortized cost to assess for
impairment. In determining whether an impairment loss should be recognized in respect of the portfolio,
the NBU’s management makes judgments as to whether there are any observable data indicating that there
is a measurable decrease in the estimated future cash flows of the portfolio of securities. This evidence may
include observable data indicating that there has been an adverse change in the solvency of issuers.

The NBU’s management believes that, as at 31 December 2016 and 2015, there was no evidence for
impairment of the securities carried at amortized cost.

Impairment of loans to banks and other borrowers
The NBU regularly reviews its loan portfolio to assess the impairment.

Most of the NBU’s loans to banks and other borrowers are assessed on an individual basis. The NBU’s
management makes judgments to assess future cash flows of each specific loan. Provisions for individually
significant loans are calculated by discounting future cash flows of those loans, with reference to repayment
of the loan and sale of collateral under the respective loan. In measuring future impairment of the loans to
banks that are in the process of liquidation, considered to be insolvent, or experiencing significant financial
difficulties, management makes judgments and estimates future cash flows of the collateral sold.

The NBU determines the value of properties obtained as collateral under lending transactions at fair
value. Provision for loan impairment may be affected by the assessed property value which requires
professional judgment. Accounting estimates related to the property appraisals in the absence of active
market-based prices are considered to be a key source of uncertainty due to the fact that: (i) they are highly
susceptible to change from period to period, and (ii) a potential impact from recognition of such estimates
may be material.
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In determining whether an impairment loss should be recognized in respect of the loans granted under
credit lines to support small and medium enterprises at the cost of the funds obtained from the European
Bank for Reconstruction and Development, the NBU’s management makes judgments as to whether there
are any observable data indicating that there is a measurable decrease in the estimated future cash flows from
a portfolio of loans before the decrease can be identified with an individual loan in that portfolio. This
evidence may include observable data indicating that there has been an adverse change in the solvency of
borrowers in a group, or national or local economic conditions that correlate with defaults on the loans
granted by the NBU. The NBU uses estimates based on historical loss experience for assets with similar
credit risk characteristics when forecasting its future cash flows.

The methodology and assumptions used for estimating both the amount and timing of future cash
flows are reviewed regularly to reduce any differences between loss estimates and the actual loss
experienced.

A 10% decrease or increase in the estimated future discounted cash flows from individually impaired
loans, which could arise from differences in amounts and timing of the cash flows, would result in
the increase of loan impairment provisions in the amount of UAH 2,320 million or their decrease in
the amount of UAH 2,222 million, respectively, as at 31 December 2016 (31 December 2015: would result
in the increase of loan impairment provisions in the amount of UAH 3,440 million or their decrease in
the amount of UAH 3,270 million, respectively).

Impairment of property and equipment and intangible assets

At the end of each reporting period, the NBU’s management reviews the carrying amounts of property
and equipment and intangible assets to assess for their potential impairment if certain events or changes in
circumstances indicate possible impairment of their carrying amounts (Note 11). The impairment of property
and equipment and intangible assets is measured by estimating the recoverable values of assets.

Provision for potential litigation costs incurred under claims against the NBU

The NBU’s management analyzes legal claims under which it acts as a defendant in order to identify
whether potential losses are highly probable that may cause the NBU make payments in favor of another
party — a claimant. The NBU estimates the potential losses as highly probable, in the event the court of the
first instance passes a ruling not in favor of the NBU.

Related party transactions

In the normal course of business, the NBU enters into transactions with its related parties, being mainly
the government and state-controlled banks and entities. IFRS 9 requires that the initial recognition of
financial instruments be based on their fair values. Judgment is applied in determining whether transactions
are priced at market or non-market interest rates, where there is no active market for such transactions. The
basis for judgment is pricing for similar types of transactions with unrelated parties and effective interest
rate analysis.

The terms and conditions of related party transactions are disclosed in Note 36.
Change in presentation

In preparing the consolidated financial statements for the year ended 31 December 2016, the NBU
changed its approach to presenting revaluation results of derivatives by items of the consolidated statement
of comprehensive income, in particular, revaluation of foreign currency purchased or sold in the first part of
the swap transaction, due to fluctuations in the official exchange rate of UAH against relevant foreign
currencies and included them in gain/(loss) on operations with financial instruments, other than debt
securities at fair value. In this connection, the respective losses on revaluation of foreign currency under
swap transactions for the year ended 31 December 2015 in the amount of UAH 2,458 million herein were
excluded from the item of Gains or Losses on Operations with Financial Assets and Liabilities in Foreign
Currency and Monetary Gold and included in Gains or Losses on Operations with Financial Instruments,
Other Than Debt Securities, at Fair Value.
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Changes in the consolidated statement of comprehensive income were as follows:

Previously Change in Changed
presented for the presentation presentation for
year ended the year ended
31 December 2015 31 December 2015
in UAH millions
Gains or losses on operations with financial assets
and liabilities in foreign currency and monetary gold 34,727 2,458 37,185

Gains or losses on operations with financial

instruments, other than debt securities, at fair value 1,894 (2,458) (564)

As at 31 December 2016, gains or losses on operations with financial instruments, other than debt
securities, at fair value include gains or losses on the NBU’s purchase and sale operations of foreign currency
on swap agreement terms in the amount of UAH 65 million (31 December 2015: UAH 39 million), including:

Negative result from revaluation of foreign currency purchased or sold on spot agreement terms in
the first part of swap operations, due to fluctuations in foreign exchange rates of UAH against major
currencies in the period between the transaction date and settlement date under the second part of swap
operations in the amount of UAH 7,154 million (31 December 2015: negative result in the amount of
UAH 2,458 million);

Positive result of the second part of the swap operations on reverse sale or purchase of foreign currency

under forward agreement terms in the amount of UAH 7,219 million (31 December 2015: positive result in
the amount of UAH 2,497 million).

4 Impact of economic environment on the consolidated financial position and performance
of the National Bank of Ukraine

During 2016, the economy of the country was in the process of recovery, real GDP grew by the year-
end by 2.3% (in 2015, real GDP dropped by 9.9%) (http://ukrstat.gov.ua). A key factor for growth was
explained by domestic investment demand caused by improved financial results and business expectations
of entities, as well as increased capital expenditures of the consolidated budget.

Consumer inflation significantly slowed down in 2016 to 12.4% (2015: 43.3%)
(http://ukrstat.gov.ua). As far as the inflation risks slowed down, the NBU gradually decreased its discount
rate during 2016 — from 22% to 14%.

At the same time, a role of the key policy rate was increased as a key tool of monetary policy. In
April 2016, the NBU switched to pursuing the interest rate policy which is typical to central banks applying
inflation targetting : the key policy rate is the interest rate under the key instrument of monetary policies —
certificates of deposit of the NBU for the period of 14 days, while interest rates on loans and deposits
overnight create a symmetrical corridor around the key policy rate (+ 2 pp).

The liquidity surplus in the banking system decreased during the year, as a result the volume of
certificates of deposit reduced by almost UAH 22 billion and amounted to UAH 68 billion by the end of
2016.

Key channels for withdrawing liquidity in 2016 were the Government’s transactions on repayment
of domestic government bonds (“DGBs”) in the NBU’s portfolio and repayment by banks of debts under
loans to the NBU.

One of the key channels for providing the banking system with liquidity were transactions on
the purchase of currency to replenish international reserves in the periods of excess of the foreign currency
supply over its demand. Balance of the NBU’s interventions during the year was positive. This, alongside
with the third tranche of the IMF received within the EFF program, allowed to increase the volume of
international reserves by the year-end.
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performance of the National Bank of Ukraine (continued)

At the same time, the NBU also performed currency interventions in order to smooth down
the excessive UAH exchange rate fluctuations. The smoothed down operation in the foreign currency
market during the most part of the year contributed to stabilization of inflation expectations and,
correspondingly, achieving the inflation target. Overall, movements in foreign currency exchange rates did
not create a threat that the inflation would leave the boundaries of the target band. Thus, in 2016, the official
exchange rate of UAH against USD changed by 13.3% (from UAH 24.001 per USD 1 as at 31 December
2015 to UAH 27.191 per USD 1 as at 31 December 2016).

As at 31 December 2016, Ukraine’s sovereign rating was “Caa3” according to Moody’s, “B-/B”
according to Standard & Poor’s, and “B-/B” according to Fitch (31 December 2015: Ukraine’s sovereign
rating was “Caa3” according to Moody’s, “B-/B” according to Standard & Poor’s, and “CCC” according to
Fitch).

Changes in operating and political environment in Ukraine in 2016

In the recent years, Ukraine has been in a political and economic turmoil. Crimea, an autonomous
republic of Ukraine, was effectively annexed by the Russian Federation. In 2016, an armed conflict continued
in certain parts of Luhansk and Donetsk oblasts. These events resulted in higher inflation, devaluation of
the national currency against major foreign currencies, illiquidity and volatility of financial markets. In
January 2016, the agreement on the free trade area between Ukraine and the EU came into force. At the same
time, the Russian Federation introduced restrictions on the transit of Ukrainian exports through the Russian
territory.

As at 31 December 2016, allowance for losses of the NBU’s assets located in or otherwise associated
with Autonomous Republic of Crimea (including loans to borrowers) and those incurred due to the loss by
the Ukrainian authorities of control over certain areas in Donetsk and Luhansk oblasts amounted to
UAH 1,022 million, which was equal to 0.11% of the NBU’s consolidated assets (31 December 2015:
UAH 1,022 million, which was equal to 0.12% of the NBU’s consolidated assets).

The NBU’s management has been monitoring these developments and taking actions where
appropriate. Further adverse developments may negatively affect the NBU’s consolidated performance and
financial position in a manner and to the extent not currently determinable.

The stability of Ukraine’s economy is largely dependent on the Government's policies and actions
aimed at reforming the administrative, fiscal, and legal systems, and the economy as a whole. The Ukrainian
economy is largely dependent on fluctuations in global markets and the growth rate of the global economy.
As a result, Ukraine is exposed to risks that do not exist in more developed economies.

5  Funds and deposits in foreign currency and investment metals
2016 2015

(in UAH millions)
Financial assets

Foreign currency cash 1,861 1,675
Demand deposits 15,867 11,167
Term deposits in foreign currency 31,975 113,420
Interest income accrued on deposits in gold - 1
Total financial assets 49,703 126,263

Non-financial assets
Term and demand deposits:

in gold 1,255 2,790
Total non-financial assets 1,255 2,790
Total funds and deposits in foreign currency and investment metals 50,958 129,053
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Included in demand deposits as at 31 December 2016 were balances on special purpose accounts
totaling to UAH 353 million (31 December 2015: UAH 350 million) maintained by the NBU under credit
lines received from international financial institutions and which are restricted for use, and UAH 3 million
(2015: UAH 11 million) of margin reserve for settlements under futures operations within the framework of
the agreements on investment management and advisory services between the International Bank for
Reconstruction and Development and the NBU (Note 33).

As at 31 December 2016 and 2015, term deposits in gold earned interest paid in USD.

As at 31 December 2016 and 2015, all foreign currency funds and deposits were neither past due nor
impaired and were not collateralized.

All foreign currency funds and deposits are expected to be recovered within 12 months (31 December
2015: all foreign currency funds and deposits were expected to be recovered within 12 months).

A geographical concentration risk analysis of foreign currency funds and deposits is disclosed in
Note 28, credit risk analysis is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30,
an interest rate risk analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.
6 Foreign securities

As at 31 December 2016, foreign securities comprised the following:

Government Securities of Total
bonds international
agencies, banks,
and other

issuers
(in UAH millions)

Foreign securities at fair value:

Debt securities by issuers:
Securities issued by US issuers:

denominated in USD 143,769 12,177 155,946

denominated in EUR — 1,963 1,963
Securities issued by EU states issuers:

denominated in USD 13,441 48,147 61,588

denominated in EUR 8,511 10,300 18,811

denominated in GBP 4,612 3,043 7,655
Securities of other issuers:

denominated in USD 1,343 17,877 19,220

denominated in EUR - 9,151 9,151

denominated in AUD 580 294 874
Total debt securities 172,256 102,952 275,208
Equity instruments:

Shares of the Black Sea Trade and Development Bank - 120 120

Investment in the Inter-State Bank - 1 1
Total equity instruments - 121 121
Total foreign securities at fair value 172,256 103,073 275,329
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As at 31 December 2016 and 2015, all foreign debt securities were neither past due nor impaired.

In 2016, interest income earned on foreign debt securities and included in results on operations with
debt securities at fair value in the consolidated statement of comprehensive income amounted to UAH 2,575

million (2015: UAH 1,432 million).

All foreign securities are expected to be recovered within 12 months, except for equity instruments

totaling UAH 121 million (31 December 2015: UAH 121 million).

Securities of international agencies, banks, and other issuers include debt securities issued by foreign

central and investment banks, international agencies, and other issuers.

A geographical concentration risk analysis of foreign securities is disclosed in Note 28, a credit risk
analysis for debt securities is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30,
an interest rate risk analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.

As at 31 December 2015, foreign securities comprised the following:

Government Securities of Total
bonds international
agencies, banks,
and other
issuers
(in UAH millions)
Foreign securities at fair value:
Debt securities by issuers:
Securities issued by US issuers:
denominated in USD 95,465 5,480 100,945
denominated in EUR - 1,808 1,808
Securities issued by EU states issuers:
denominated in USD 8,902 18,719 27,621
denominated in EUR 7,772 13,865 21,637
denominated in GBP 3,776 1,245 5,021
Securities of other issuers:
denominated in USD 1,206 6,699 7,905
denominated in EUR 2,563 3,666 6,229
denominated in AUD 323 - 323
Total debt securities 120,007 51,482 171,489
Equity instruments:
Shares of the Black Sea Trade and Development Bank - 120 120
Investment in the Inter-State Bank - 1 1
Total equity instruments - 121 121
Total foreign securities at fair value 120,007 51,603 171,610
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Information on nominal value, yield to maturity, coupon income, and maturities of foreign debt
securities held by the NBU as at 31 December 2016 is presented in the table below:

Total nominal Total nominal Yield to Coupon Frequency of Maturity
value in value in UAH maturity, rate, coupon
foreign equivalent, in % p.a. % p.a. payments
currency, in  UAH millions
millions
Debt securities at fair value by issuers:
Government bonds:
Securities issued by US issuers:
denominated in USD 5,275 143,444 0.4-15 0.0-4.5 Every 6 months,  From 1 month to
without coupon 3 years
repayment
Securities issued by EU states
issuers:
denominated in USD 496 13,487 1.0-1.8 0.875-1.75 Quarterly, every  From 2 months to
6 months, or 3.2 years
annually
denominated in EUR 292 8,299  (0.8)-(0.1) 0.05-1.65 Annually  From 1.1 years to
7.8 years
denominated in GBP 136 4,515 0.1-1.0 1.0-2.0 Every 6 months From 22 days to
3.6 years
Securities of other issuers:
denominated in USD 50 1,360 1.8 1.25 Every 6 months 2.5 years
denominated in AUD 29 562 1.8-2.0 2.75-5.50 Every 6 months  From 1.1 years to
2.8 years
Bonds of international agencies, banks, and other issuers:
Securities issued by US issuers:
denominated in EUR 69 1,961 (0.2)-0.0 0.064-0.088 Quarterly  From 2 months to
2.2 years
denominated in USD 449 12,209 1.2-24 0.875-2.45 Every 6 months  From 8 months to
3.7 years
Securities issued by EU states
issuers:
denominated in USD 1,775 48,261 0.9-2.3 0.625-1.875 Quarterly, every From 23 days to
6 months, or 4.1 years
annually
denominated in EUR 355 10,079 (0.4)-1.6 0.0-4.25 Quarterly or From 16 days to
annually 7.4 years
denominated in GBP 90 2,999 0.3-0.5 1.0-1.125 Annually  From 11 months
to 3 years
Securities of other issuers:
denominated in USD 659 17,915 1.0-25 0.875-2.25 Quarterly, every  From 3 months to
6 months 4.5 years
denominated in EUR 320 9,095 (0.2)-0.6 0.1-0.625 Annually From 2 years to
4.9 years
denominated in AUD 15 294 34 2.61 Quarterly 4.9 years

31



6 Foreign securities (continued)

National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

Information on nominal value, yield to maturity, coupon income, and maturities of foreign debt
securities held by the NBU as at 31 December 2015 is presented in the table below:

Total nominal Total nominal
valuein value in UAH
foreign equivalent, in

currency, in UAH millions

millions
Debt securities at fair value by issuers:
Government bonds:

Securities issued by US issuers:

denominated in USD 3,974
Securities issued by EU states
issuers:
denominated in GBP 105
denominated in USD 371
denominated in EUR 292
Securities of other issuers:
denominated in EUR 85
denominated in USD 50
denominated in AUD 18

95,388

3,719
8,904

7,657

2,229
1,200
308

Bonds of international agencies, banks, and other issuers:

Securities issued by US issuers:
denominated in EUR 69

denominated in USD 229

Securities issued by EU states

issuers:
denominated in USD 780
denominated in EUR 515
denominated in GBP 35
Securities of other issuers:
denominated in USD 280
denominated in EUR 140

1,809

5,496

18,725

13,500

1,244

6,720

3,671

Yield to Coupon
maturity, rate,
% p.a. % p.a.
0.2-14 0.25-2.75
0.3-0.9 1.25-4.00
0.6-1,8 0.375-1.750
(0.3)-0.7 0.05-1,65
0.2 4.0

0.9 1.0
2.0-2.1 4.25-5.50
0.1-0.4 0.247-0.308
1.2-24 1.00-2.45
0.6-2.0 0.3605—
5.0000

(0.2)-0.6 0.000-4.375
1.0 1.0
1.0-25 1.00-2.25
0.2-0.5 0.1-0.5

Frequency of

coupon payments

Every 6 months

Every 6 months

Every 6 months or
annually

Annually

Annually
Every 6 months
Every 6 months

Quarterly

Every 6 months

Quarterly, every
6 months, or
annually

Quarterly or
annually

Annually

Every 6 months

Annually

Maturity

From 15 days to
3.1 years

From 22 days to
2.6 years

From 3 months to
4.2 years

From 2.2 years
to 8.8 years

3.9 years
7 months

From 6 months
to 2.1 years

From 1.1 years
to 3.2 years

From 1.7 years
to 4.7 years

From 29 days to
4.6 years

From 15 days to
8.5 years

1.9 years

From 7 months
to 4.8 years

From 3 to
4.9 years
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7 SDR holdings

SDR holdings are demand funds denominated in SDR on the account opened with the IMF for
Ukraine.

Movements in SDR holding account during the years ended 31 December 2016 and 2015 were as
follows:

2016 2015
(in UAH millions)
Balance of SDR holdings as at 1 January 212 59
Proceeds from the IMF
in favor of the NBU (Note 17) 25,965 84,336
in favor of the Government — 56,971
Purchase of SDRs 63,384 32,393
Other proceeds and payments 126 340
Repayment of loans:
on behalf of the NBU (Note 17) - (11,344)
on behalf of the Government — (17,212)
Payment of loan related fees and commissions (422) (1,217)
Translation of SDRs to other foreign currencies
in favor of the NBU (12,980) (83,931)
in favor of the Government - (56,971)
Payment of interest for the use of the IMF loans:
on behalf of the NBU (2,779) (1,400)
on behalf of the Government (2,722) (1,816)
Payment of interest for the use of funds received under SDR allocation:
on behalf of the NBU (2) (1)
on behalf of the Government (25) (19)
Other payments ) -
Income on SDR holdings 41 -
Translation differences 2,750 24
Balance of SDR holdings as at 31 December 73,546 212

In 2016, the account of SDR holdings received funds in the amount of SDR 716 million
(UAH 25,965 million at the official exchange rate at the date of payment) under the Extended Funding
Facility (hereinafter, “the EFF”’) program, of which SDR 358 million (UAH 12,980 million at the official
exchange rate at the date of payment) were translated to other foreign currencies.

In 2015, the account of SDR holdings received funds in the amount of SDR 4,728 million
(UAH 141,307 million at the official exchange rate at the date of payment) under the EFF program. Of which
SDR 1,631 million (UAH 48,528 million at the official exchange rate at the date of receipt) and SDR 1,182
million (UAH 35,808 million at the official exchange rate at the date of receipt) were the funds of the first
and second tranches under the new EFF program received at the NBU’s account and translated to other
foreign currencies and recorded as the NBU’s liabilities to the IMF, and SDR 1,915 million (UAH 56,971
million at the official exchange rate at the date of receipt) were proceeds under the EFF program received in
favor of the Government and translated to other foreign currencies and recorded on the State Treasury’s
account with the NBU.
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8 Domestic securities

As at 31 December 2016, domestic securities comprised the following:

Government Corporate Total
securities securities

(in UAH millions)
Domestic debt securities at fair value:
Denominated in the national currency:

Domestic government loan bonds (“DGLBs”) 148 - 148
Total debt securities at fair value 148 - 148
Derivative securities at fair value:

Denominated in foreign currencies:

Government derivatives denominated in USD 357 - 357
Total derivative securities at fair value 357 - 357
Debt securities at amortized cost:

Denominated in the national currency:

Domestic government loan bonds 391,936 - 391,936
Bonds of other government institutions - 2,013 2,013
Total debt securities at amortized cost 391,936 2,013 393,949
Total domestic securities 392,441 2,013 394,454

In accordance with the Law of Ukraine On the National Bank of Ukraine, the NBU performs
operations with domestic securities only in the secondary market.

Domestic government loan bonds (hereinafter, “DGLBs”) are issued by the Ministry of Finance of
Ukraine. The nominal value of DGLBs is UAH 1,000 each.

In 2016, the NBU purchased UAH-denominated DGLBs for the total nominal value of
UAH 2,086 million (2015: total nominal value of UAH 2,096 million) as a result of satisfaction of the NBU’s
claims under refinancing loans and total value of UAH 25,800 million in order to support the liquidity of
Privatbank PJSC upon its transfer to public ownership in December 2016.

Bonds of other government institutions include the bonds issued by the State Mortgage Institution,
with the additional collateral in the form of the government guarantee of the issuer’s liabilities issued by
the Cabinet of Ministers of Ukraine (hereinafter, the “SMI bonds”), and bonds of the National Agency of
Roads of Ukraine, with the additional collateral in the form of the government guarantee of the issuer’s
liabilities issued by the Cabinet of Ministers of Ukraine (hereinafter, the “Ukravtodor bonds”). The SMI
bonds have nominal value of UAH 100,000 each. The Ukravtodor bonds have nominal value of UAH 1,000
each.

All domestic securities were neither past due nor impaired as at 31 December 2016 and 2015.

All domestic securities are expected to be recovered later than within 12 months from the reporting
date, except for the nominal amount of DGLBs and bonds of other government institutions and accrued
interest on debt securities totaling to UAH 48,887 million payable within 2017 (31 December 2015: all
domestic securities were expected to be recovered later than within 12 months from the reporting date, except
for the nominal amount of DGLBs and bonds of other government institutions and accrued interest on debt
securities totaling to UAH 46,134 million and accrued interest on FGLBs totaling to UAH 55 million payable
within 2016).

A geographical concentration risk analysis of domestic securities is disclosed in Note 28, credit risk
analysis is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30, an interest rate risk
analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.
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Domestic securities (continued)

Domestic debt securities at fair value:
Denominated in the national currency:
Domestic government loan bonds (“DGLBs”)
Denominated in foreign currencies:
Domestic government loan bonds denominated in USD
Foreign government loan bonds (“FGLBs”) denominated in USD
Total debt securities at fair value
Derivative securities at fair value:
Denominated in foreign currencies:
Government derivatives denominated in USD
Total derivative securities at fair value
Debt securities at amortized cost:
Denominated in the national currency:
Domestic government loan bonds
Bonds of other government institutions
Total debt securities at amortized cost

Total domestic securities

As at 31 December 2015, domestic securities comprised the following:

National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

Information on the nominal value, yield to maturity, coupon income, and maturities of domestic
securities as at 31 December 2016 is presented in the table below:

Total nominal Total nominal Yield to

value in UAH, value in  maturity,

in UAH foreign % p.a.
millions  currency, in
millions

Domestic debt securities at fair value:

Denominated in the
national currency:

Domestic government 154 - 16.53
loan bonds

Derivative securities at fair value:
Denominated in foreign currencies:
Government derivatives 1,192 44
Debt securities at amortized cost:

Denominated in the
national currency:

Domestic government 381,817 - 9.96-17.16
loan bonds
Bonds of other 2,000 — .8.00-18.29

government institutions

Government Corporate Total
securities securities

(in UAH millions)

1,260 - 1,260

765 - 765

1,982 - 1,982

4,007 - 4,007

418 - 418

418 - 418
397,824 - 397,824

- 2,265 2,265

397,824 2,265 400,089
402,249 2,265 404,514
Coupon Frequency of Maturity

rate, coupon
% p.a. payments

9.50  Every 6 months From 2.6 years to
2.8 years
Up to 23.4 years
9.50-16.50  Every 6 months From 2 months to
14.3 years
12.10-16.30 Quarterly From 1 year to
1.7 years
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Information on the nominal value, yield to maturity, coupon income, and maturities of domestic

securities as at 31 December 2015 is presented in the table below:

Total nominal Total nominal Yield to
value in UAH, valuein  maturity,
in UAH foreign % p.a.
millions  currency, in
millions
Domestic debt securities at fair value:
Denominated in the
national currency:
Domestic government 1,250 — 19.58-20.60
loan bonds
Denominated in foreign
currencies:
Domestic government 720 30 4.07
loan bonds denominated
in USD
Foreign government loan 2,140 89 9.93-10.29
bonds denominated in
USD
Derivative securities at fair value:
Denominated in foreign currencies:
Government derivatives 1,052 44
Debt securities at amortized cost:
Denominated in the
national currency:
Domestic government 387,993 - 9.53-22.00
loan bonds
Bonds of other 2,250 - 9.8-17.3

government institutions

9 Loans to banks and other borrowers

9.50-17.60

9.50-16.30

Coupon Frequency of Maturity
rate, coupon
% p.a. payments
9.50-17.00  Every 6 months  From 4 months to
3.8 years
8.75  Every 6 months 7 months

From 3.7 years to
10.7 years

7.75  Every 6 months

Up to 24.4 years

Loans to banks and other borrowers by the purpose of their issue are classified as follows:

Loans granted to banks to support their liquidity:

Every 6 months From 2 months to
13.8 years

Quarterly ~ From 8 months to

2.7 years

2016 2015

(in UAH millions)

for stabilizing banking activities 72,912 103,111
loans provided through tenders conducted by the NBU 1,855 2,727
other 10 10
Loans granted to Household Deposit Guarantee Fund 9,062 9,700

Loans granted under credit lines to support small and medium enterprises from the funds
received from the European Bank for Reconstruction and Development (the “EBRD”) 36 36
Other 2 2
Provision for impairment of loans to banks and other borrowers (48,421) (50,350)
35,456 65,236

Total loans to banks and other borrowers

Loans granted for stabilizing banking activities, which are expected to be recovered later than within
12 months from the reporting date, amounted to UAH 16,726 million at the nominal value (31 December

2015: UAH 34,246 million).
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9 Loans to banks and other borrowers (continued)

During 2016, the NBU supported the liquidity of banks through establishing a standing refinancing
line (overnight loans), refinancing banks for the period up to 14 days and up to 90 days by holding tenders
and granting stabilizing loans (during 2015, the NBU supported the liquidity of banks through establishing
a standing refinancing line (overnight loans), refinancing banks for the period up to 14 days and up to 90
days by holding tenders and supporting banks’ liquidity through carrying out direct “repo” transactions with
government bonds of Ukraine and granting stabilization loans).

In 2016, movements in provisions for loans to banks and other borrowers were as follows:

Provision for loans to banks and
other borrowers at the beginning of
the year

Increase in provision (Note 26)

Write off of loans at the cost of
provisions

Adjustment of interest income on
impaired loans to banks

Provision for loans to banks and othe
borrowers at the end of the year

Provision for loans to banks and
other borrowers at the beginning of
the year

Increase in provision (Note 26)

Adjustment of interest income on
impaired loans to banks

Provision for loans to banks and

Loans granted to Loans granted Other Total
banks to support under credit lines
their liquidity to support small
and medium
enterprises from
the funds received
from the European
Bank for
Reconstruction
and Development

(in UAH millions)

50,312 36 2 50,350

(875) - - (875)

(187) - - (187)

(867) - (867)

48,383 36 2 48,421

In 2015, movements in provisions for loans to banks and other borrowers were as follows:

Loans granted to Loans granted Other Total
banks to support under credit lines to
their liquidity  support small and
medium enterprises
from the funds
received from the
European Bank for
Reconstruction and
Development

(in UAH millions)

41,994 36 2 42,032

7,931 - - 7,931

387 - - 387

50,312 36 2 50,350

other borrowers at the end of the yea
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9 Loans to banks and other borrowers (continued)

Analysis of loans to banks and other borrowers outstanding as at 31 December 2016 by credit quality
was as follows:

Loans granted to  Loans granted under Loans Total
banks to support credit lines to granted to
their liquidity support small and Household
medium enterprises Deposit
from the funds Guarantee
received from the Fund and
European Bank for other

Reconstruction and
Development
(in UAH millions)

Neither past due nor impaired, by credit rating:

CC 2,559 - - 2,559

Unrated 630 - 9,062 9,692
Total neither past due nor impaired 3,189 - 9,062 12,251
Individually impaired:

not past due 6,049 - - 6,049

overdue from 31 to 90 days 34 - - 34

overdue from 181 to 360 days 4,396 - - 4,396

overdue over 360 days 61,109 36 2 61,147
Total individually impaired 71,588 36 2 71,626
Provision for loans to banks and other
borrowers (48,383) (36) (2 (48,421)
'tl)'g:?:]\ll\c’):rr;s to banks and other 26,394 B 9,062 35,456

Loans granted to support liquidity of the banks that have no international ratings assigned include
the loans to domestic banks to support their liquidity, with their ratings determined with the help of
the NBU’s internal methodology.

As at 31 December 2016, due from banks amounting to UAH 630 million includes the amounts due
from the banks with the internal ratings of “AAA” and “B” in the amount of UAH 13 million and
UAH 617 million, respectively. As at 31 December 2015, due from banks amounting to UAH 4,300 million
includes the amounts due from the banks with the internal ratings of “BB” and “C” in the amount of
UAH 4,150 million and UAH 150 million, respectively.

Rating “AAA” is the highest level of a counterparty’s credit ability. The counterparty’s financial
position is assessed as being solid and stable in the long-term perspective, its ability to repay on a timely
basis and in full the interest and principal under debt liabilities is very high.

Rating “B” is the level of a counterparty’s credit ability that is slightly lower than medium. Key
indicators of the counterparty’s financial position are assessed as being satisfactory and stable in the short-
term perspective and possessing the sufficient level of financial solvency. Timely and complete repayments
under debt obligations depend largely on commercial, financial, and economic conditions.

Rating “BB” is the medium level of credit ability. The counterparty’s financial position is assessed as
being satisfactory and stable in the short-term perspective; at the analysis date, the counterparty is able to
repay interest and principal under debt obligations, but has a higher probability of default under its liabilities
than the counterparty with the rating “BBB”.

Rating “C” is the low level of a counterparty’s credit ability which is treated as pre-default.
The counterparty’s financial position is unstable and assessed as being unsatisfactory. The counterparty may
stop repaying interest and principal under debt obligations without obtaining the lenders’ consent on
restructuring the debt before maturity. Solvency of the counterpartying bank depends fully on internal
economic developments.

Credit quality of the loans granted to Household Deposit Guarantee Fund is limited by the sovereign
credit rating of Ukraine as at 31 December 2016 and 2015.

As disclosed in Note 2, the primary factors that the NBU considers in determining whether a loan is
impaired are worsening of the borrower’s financial position, loans overdue status, and possibilities to sell
collateral. The NBU presents in the table above an aging analysis of the loans that are individually
determined to be impaired.
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9 Loans to banks and other borrowers (continued)

Analysis of loans to banks and other borrowers outstanding as at 31 December 2015 by credit quality

was as follows:

Neither past due nor impaired, by credit rating:

CC

Unrated
Total neither past due nor impaired

Individually impaired:
not past due
overdue up to 30 days
overdue from 31 to 90 days
overdue from 91 to 180 days
overdue from 181 to 360 days
overdue over 360 days

Total individually impaired

Provision for loans to banks and other
borrowers

Total loans to banks and other borrowers

Loans granted to  Loans granted under Loans Total
banks to support credit lines to support granted to
their liquidity small and medium Household
enterprises from the Deposit
funds received from Guarantee
the European Bank Fund and
for Reconstruction other
and Development
(in UAH millions)
16,835 - - 16,835
4,300 - 9,700 14,000
21,135 - 9,700 30,835
21,178 - - 21,178
17,104 - - 17,104
6 - - 6
7,062 - - 7,062
25,707 - - 25,707
13,656 36 13,694
84,713 36 84,751
(50,312) (36) (2) (50,350)
55,536 - 9,700 65,236

The following table summarizes loan amounts, before provision, by the collateral obtained as at

31 December 2016:

Loans secured by:

Real estate

Securities

Proprietary rights under loan agreements
Other types of collateral

Unsecured loans:

Total loans to banks and other
borrowers

Loans granted to Loans granted Loans Total
banks to support under credit lines to granted to
their liquidity ~ support small and Household
medium enterprises Deposit
from the funds Guarantee
received from the Fund and
European Bank for other
Reconstruction and
Development
(in UAH millions)
23,637 - - 23,637
5,846 - 4,904 10,750
1,882 - - 1,882
2,708 — — 2,708
40,704 36 4,160 44,900
74,777 36 9,064 83,877
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9 Loans to banks and other borrowers (continued)

The following table summarizes loan amounts, before provision, by the collateral obtained as at
31 December 2015:

Loans granted to Loans granted Loans Total
banks to support under credit lines granted to
their liquidity to support small Household
and medium Deposit
enterprises from Guarantee
the funds received Fund and
from the European other

Bank for

Reconstruction
and Development
(in UAH millions)

Loans secured by:

Real estate 27,116 - - 27,116
Securities 18,208 - 5,653 23,861
Proprietary rights under loan

agreements 2,336 - - 2,336
Other types of collateral 4,623 - — 4,623
Unsecured loans 53,565 36 4,049 57,650
Total loans to banks and other

borrowers 105,848 36 9,702 115,586

Loans granted to banks with the purpose of supporting their liquidity were normally collateralized by
securities, in particular, government bonds of Ukraine, municipal bonds, corporate bonds of enterprises,
including those guaranteed by the Cabinet of Ministers of Ukraine, foreign currency, shares of significant
shareholders in a bank, as well as real estate items, proprietary rights on loan agreements, and mortgages.

Unsecured loans include a part of secured loans provided by the collateral not in full and a part of
secured loans the collateral under which has no effect on the estimated future cash flows in accordance with
the NBU’s approaches to calculating provisions intended to cover the financial risks related to impairment
of financial assets.

As at 31 December 2016, the estimated difference between actual losses of the NBU from
the impairment of loans and losses on the impairment of those loans that would have been incurred, had they
been granted without any collateral, amounted to UAH 14,669 million (31 December 2015:
UAH 14,009 million).

A geographical concentration risk analysis of loans to banks and other borrowers is disclosed in
Note 28, credit risk analysis is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30,
an interest rate risk analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.

10 IMF quota contributions

The quota balance is a special type asset which represents Ukraine’s subscription as a member of
the IMF. Quotas vary based on the economic size of each country and are determined by the Board of
Governors of the IMF. The quota determines a member’s voting power in the Fund, the limits of access to
financial resources of the Fund, and a participant’s share in the allocation of SDRs, the Fund’s unit of
account. The major part of Ukraine’s quota was paid in the form of non-interest-bearing promissory notes
issued by the NBU in favor of the IMF, with the remainder being credited to the IMF accounts No. 1 and
No. 2 (Note 17).

In February 2016, Ukraine’s quota in the IMF was increased by the amount of SDR 640 million
(UAH 23,184 million at the official exchange rate at the transaction date or UAH 18,938 million at the annual
exchange rate of the IMF) as a result of coming into force of Amended Articles of the International Monetary
Fund Agreement regarding the revised quotas of member countries and the reform of the Board of Governors
of the IMF No. 66-2 dated 15 December 2010.

As at 31 December 2016, Ukraine’s total quota in the IMF amounted to SDR 2,012 million
(UAH 73,538 million at the year-end official UAH/SDR exchange rate) (31 December 2015: SDR 1,372
million, or UAH 45,631 million at the year-end official UAH/SDR exchange rate). The quota does not earn
interest and is a non-current asset.
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11 Property and equipment and intangible assets

Buildings  Vehicles Machine- Tools, Other Construc- Intangible Total
and ryand fixtures, fixed tionin assets
structures equip- and assets  progress

ment  fittings
(in UAH millions)

Cost as at 1 January 2015 6,249 207 4,108 148 289 387 435 11,823

Depreciation as at 1 January 2015 (2,104) (131) (1,782) (122) (230) 9) (249) (4,627)

Net book value as at

1 January 2015 4,145 76 2,326 26 59 378 186 7,196

Additions - - 438 1 3 7 58 507

Transfers to other categories,

including: 3 - 74 3 (80) - -
Cost 3 ) 76 3 (80) - -
Depreciation - 2 ) - - - -

Disposals, including: (650) (5) (54) (10) (5) (139) ®) (866)
Cost (811) (21) (216) (36) (52) (139) (18) (1,293)
Depreciation 161 16 162 26 47 15 427

Recovery of utility — 1 8 ; — — - 9

Amortization (depreciation)
charges in the current reporting

period (132) (16) (330) 4) (12) - (83) (577)

Cost as at 31 December 2015 5,441 184 4,406 113 243 175 475 11,037

Depreciation as at 31 December

2015 (2,075) (128) (1,944) (100) (195) 9) (317) (4,768)

Net book value as at

31 December 2015 3,366 56 2,462 13 48 166 158 6,269

Additions - 1 114 1 26 10 98 250

Transfers to other categories,

including: - — 28 - (16) (12) - -
Cost - - 28 (16) (12) - -

Disposals, including: — _ (1) — _ (5) _ (6)
Cost - (19) (41) @ (4) ®) (41) (112)
Depreciation - 19 40 2 4 - 41 106

Transfers to investment property (8) - - - - - (8)

Cost (11) - - - - - - (11)

Depreciation 3 - - - - — 3

Amortization (depreciation)

charges in the current reporting

period (120) (14) (320) 3) (8) - (94) (559)

Cost as at 31 December 2016 5,430 166 4,507 112 249 168 532 11,164

Depreciation as at 31 December

2016 (2,192) (123) (2,224) (101) (199) (©)] (370) (5,218)

Net book value as at

31 December 2016 3,238 43 2,283 11 50 159 162 5,946

Initial cost of fully depreciated property and equipment which are still in operation amounted to
UAH 1,139 million as at 31 December 2016 (31 December 2015: UAH 1,096 million).

Property and equipment and intangible assets are non-current assets.

In 2016, no recovery of the NBU’s property and equipment utility was recognized (2015: the NBU
recovered the cost of its property and equipment for the amount of UAH 9 million).

Disposal of property and equipment and intangible assets of subsidiaries has been adjusted by
the amount of depreciation and amortization calculated in accordance with the NBU’s accounting policies.
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12  Other assets
2016 2015

(in UAH millions)

Other financial assets
Loans to the NBU employees and other accounts receivable — neither past due nor

impaired 600 459
Proprietary rights on loan agreements repossessed by the National Bank of Ukraine 16 16
Fair value of operations with derivative financial instruments - 1,467
Other 27 28
Provision for other financial assets (26) (28)
Total other financial assets 617 1942
Other non-financial assets

Investment metals 2,503 1,954
Current tangible assets 507 535
Advance payments 220 98
Precious metals and jewelry 323 172
Commemorative and bullion coins, souvenirs and other products 699 239
Investments in associates 89 66
Investment property 8 -
Total other non-financial assets 4,349 3,064
Total other assets 4,966 5,006

Other financial assets are not secured.
Movements in provision for other assets were as follows:

2016 2015

(in UAH millions)

Provision for other assets at the beginning of the year 28 54
Provision increase/(decrease) during the year (Note 26) 11 Q)
Write-off of assets against provisions (13) (25)
Provision for other assets at the end of the year 26 28

All other assets are expected to be recovered within 12 months, except for non-current receivables,
investment metals, and investments in associates totaling UAH 2,723 million as at 31 December 2016
(31 December 2015: UAH 2,223 million).

A geographical concentration risk analysis of other financial assets is disclosed in Note 28, credit risk
analysis is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30, an interest rate risk
analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.

13  Accounts of banks

2016 2015

(in UAH millions)
Correspondent accounts:

in the national currency 40,508 27,698

in foreign currencies 81 1
Term deposits:

in foreign currencies 791 -
Accounts of banks on special use terms:

in the national currency 2,689 2,590

in foreign currencies 236 752
Total accounts of banks 44,305 31,041
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13 Accounts of banks (continued)

Term deposits in foreign currencies are represented by accounts of banks in foreign currencies
received as collateral under refinancing loans.

Obligatory reserves are accounted for on correspondent accounts of banks in the national currency
(2015: on correspondent accounts in the national currency). As at 31 December 2016, obligatory reserves
were calculated on the basis of a simple average over a period of the provision base determination and had
to be maintained at the level of 3%—6.5% of certain obligations of banks (31 December 2015: 3%—6.5%).

As at 31 December 2016 and 2015, in accordance with the NBU regulations, banks had to provide and
hold their obligatory reserves on their correspondent accounts with the NBU. In addition, as at 31 December
2016 and 2015, banks were required to maintain on a daily basis, at the beginning of the operating day, on
the correspondent account with the NBU the amount of not less than 40% of the provision base calculated
for the respective period.

As at 31 December 2016 and 2015, no interest was accrued on the balances creating obligatory
reserves on the correspondent accounts.

As at 31 December 2016, banks were not allowed to use any assets in order to meet the obligatory
reserves requirements (as at 31 December 2015, banks were allowed, in order to meet the obligatory reserves
requirements to be held on the correspondent accounts with the NBU, to use balances of cash on hand in the
national currency accounted for on the following accounts: Banknotes and Coins on Hand of the Bank,
Banknotes and Coins on Hand of the Bank’s QOutlets, Banknotes and Coins in Currency Exchange Outlets,
and Banknotes and Coins in Automated Teller Machines in the amount of 75% and balances on
Correspondent Accounts with Other Banks and Accounts of Banks in Settlements opened with
the SETTLEMENT CENTER FOR SERVICING AGREEMENTS IN FINANCIAL MARKETS PJSC in
the amount of 100% of their carrying value).

Accounts of banks on special use terms as at 31 December 2016 included funds placed for the purposes
of statutory capital increase, accounts for making settlements by liquidation committees of banks in
the process of their liquidation, and accounts opened for other purposes specified by the laws of Ukraine and
the NBU’s regulations (31 December 2015: provisions for funds attracted by banks in foreign currency from
non-residents, funds placed for the purposes of statutory capital creation of newly established banks in
the process of registration, accounts for making settlements by liquidation committees of banks in the process
of their liquidation, and accounts opened for other purposes specified by the laws of Ukraine and the NBU’s
regulations).

As at 31 December 2016 and 2015, all accounts of banks were maturing within 12 months.

A geographical concentration risk analysis of due to banks is disclosed in Note 28, credit risk analysis
is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30, an interest rate risk analysis
is presented in Note 31, and a liquidity risk analysis is presented in Note 32.

14 Accounts of government and other institutions

2016 2015

(in UAH millions)

Funds of budgets and budget entities 45,837 42,546
Household Deposit Guarantee Fund 2,310 8,344
Other 402 429
Total accounts of government and other institutions 48,549 51,319

The NBU services the accounts of the State Budget of Ukraine and local budgets that are consolidated
on one treasury account.

In accordance with the Law of Ukraine On the National Bank of Ukraine, all budget accounts are non-
interest bearing.

As at 31 December 2016 and 2015, all accounts of government and other institutions were maturing
within 12 months.

A geographical concentration risk analysis of due to government and other institutions is disclosed in
Note 28, credit risk analysis is disclosed in Note 29, a foreign currency risk analysis is presented in Note 30,
an interest rate risk analysis is presented in Note 31, and a liquidity risk analysis is presented in Note 32.
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15 Certificates of deposit issued by the National Bank of Ukraine

Certificates of deposit issued by the NBU represent one of its monetary policy instruments. This is a
debt security issued by the NBU in a non-documentary form evidencing the placement of banks’ funds with
the NBU and the right of banks to receive on maturity the funds placed, together with the interest accrued.
Yield of the certificates of deposit is set by the NBU individually for each placement based on the current
objectives of the monetary policies.

In 2016 and 2015, transactions on placements of certificates of deposit were performed under
agreements with banks for the period of one day (overnight deposits) and up to 90 days.

As at 31 December 2016, the nominal value of certificates of deposit issued by the NBU was UAH 1
million each, with the initial period of placement from 5 to 14 days and a weighted average yield of 13.39%
per annum (31 December 2015: a weighted average yield of 19.77% per annum and the initial period of
placement from 5 to 86 days). The weighted average interest rate for certificates of deposit placed in 2016
was 16.22% per annum, and the initial period of placement varied from 1 to 86 days (2015: a weighted
average yield of 18.54% per annum and the initial period of placement varied from 1 to 89 days).

As at 31 December 2016 and 2015, all certificates of deposit issued by the NBU were maturing within
12 months.

A geographical concentration risk analysis of certificates of deposits is disclosed in Note 28, a foreign
currency risk analysis is presented in Note 30, an interest rate risk analysis is presented in Note 31, and a
liquidity risk analysis is presented in Note 32.

For the purposes of calculating the indicative fair value of the certificates of deposits (Note 34),
the NBU used the yield rates under those instruments that were effective at the reporting date.

16  Borrowings received

As at 31 December 2016, the NBU did not use funds received from the People’ Bank of China under
the Bilateral Agreement between the NBU and the People’ Bank of China.

In 2015, the NBU attracted funds under the Bilateral Agreement between the NBU and the People’
Bank of China and the agreement between the NBU and the Central Bank of Sweden. As at 31 December
2015, the borrowed funds amounted to UAH 31,283 million.

As at 31 December 2015, borrowings received were maturing within 12 months.

When entering into bilateral agreements on obtaining borrowings from other central banks, the NBU
is exposed to a reciprocal future irrevocable liability in respect of lending by the other party of the agreement.
As at 31 December 2016 and 2015, such liabilities amounted to UAH 57,140 million and UAH 68,393
million (Note 33).

A geographical concentration risk analysis of borrowing received is disclosed in Note 28, a foreign
currency risk analysis is presented in Note 30, an interest rate risk analysis is presented in Note 31, and a
liquidity risk analysis is presented in Note 32.

17 Liabilities to the IMF

2016 2015

(in UAH millions)

IMF accounts No. 1 and No. 2 184 116
Liabilities to the IMF in respect of SDR allocation 2,978 2,709
Liabilities to the IMF on settlement of quota 73,354 45,515
Liabilities to the IMF in respect of purchases of SDRs 166,779 127,802
Total liabilities to the IMF 243,295 176,142
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17  Liabilities to the IMF (continued)

IMF account No. 1 is the IMF account with the NBU in the national currency that is used for
transactions with the IMF related to utilization and repayment of IMF loans. IMF account No. 2 is the IMF
account with the NBU in the national currency that is used by the IMF for receipts and administrative
disbursements in UAH in the territory of Ukraine.

Liabilities to the IMF in respect of SDR allocation represent the funds received by the NBU in respect
of special SDR allocation.

Liabilities to the IMF on settlement of quota represent the liability on settlement of quota contribution.

During 2016, Ukraine’s quota in the IMF was increased by the amount of SDR 640 million
(UAH 23,184 million at the official exchange rate at the transaction date or UAH 18,938 million at the annual
exchange rate of the IMF) (Note 10).

Liabilities to the IMF in respect of purchases of SDR represent the loans received from the IMF by
the NBU. During 2016, liabilities to the IMF increased at the cost of proceeds from the IMF in the amount
of SDR 716 million (UAH 25,965 million at the official exchange rate at the date of the transaction or
UAH 25,563 million at the IMF’s annual exchange rate). [(During 2015, liabilities to the IMF increased at
the cost of proceeds from the IMF in the amount of SDR 2,813 million (UAH 84,336 million at the official
exchange rate at the date of the transaction or UAH 63,811 million at the IMF’s annual exchange rate)]
(Note 7).

During 2016, no repayments of the NBU’s liability to the IMF took place [during 2015, the NBU
repaid its liability to the IMF for the amount of SDR 388 million (UAH 11,344 million at the official
exchange rate at the date of the transaction or UAH 9,259 million at the IMF’s annual exchange)] (Note 7).

All liabilities to the IMF are non-current, except for balances on the IMF accounts No. 1 and No. 2,
the liability to the IMF in respect of SDR allocation, and liabilities to the IMF under the borrowing in the
amount of SDR 225 million (UAH 8,035 million at the IMF’s annual exchange) and interest accrued on
liabilities to the IMF.

A geographical concentration risk analysis of liabilities to the IMF is disclosed in Note 28, a foreign
currency risk analysis is presented in Note 30, an interest rate risk analysis is presented in Note 31, and
a liquidity risk analysis is disclosed in Note 32.

18 Other liabilities

2016 2015
(in UAH millions)
Other financial liabilities

Current accounts of employees 1 53
Accounts payable 71 81
Provision for unused vacations 328 47
Other 1 -
Total other financial liabilities 401 181
Other non-financial liabilities

Provision for contingent liabilities 2,809 215
Taxes payable 22 21
Deferred income - 3
Total other non-financial liabilities 2,831 239
Total other liabilities 3,232 420

Provisions for contingent liabilities comprise the provisions created for:

Loss of cash stored in cash reserves, currency handling offices, and automated telling machines of
the NBU’s offices in Donetsk and Luhansk oblasts, considering the situation as a result of their temporary
occupation;
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18  Other liabilities (continued)

Legal or constructive obligations (as a result of past events), in particular, under litigation costs,
settlement of which will most probably result in an outflow of resources embodying economic benefits
(a negative outcome is more expected than not), and their amount (expense) can be measured reliably.

A geographical concentration risk analysis of other financial liabilities is provided in Note 28,
a foreign currency risk analysis is provided in Note 30, an interest rate risk analysis is presented in Note 31,
and a liquidity risk analysis is disclosed in Note 32

19 Liabilities on profit distribution to the State Budget of Ukraine

The National Bank determines distributable profit in accordance with Article 5 of the Law of Ukraine
On the National Bank of Ukraine. A part in distributable profit that is payable to the State Budget of Ukraine
shall be transferred in the year following the reporting year upon confirmation by an external auditor and
approval by the NBU’s Council of the annual financial statements.

Total funds transferred by the NBU in 2016 to the State Budget of Ukraine amounted to UAH 38,164
million (2015: UAH 61,803 million).
Liabilities on profit distribution to the State Budget of Ukraine, as determined by the Law of Ukraine
“On the National Bank of Ukraine”, are presented in the calculation below:
2016 2015
(in UAH millions)
Profit for the year attributable to the National Bank of Ukraine per the consolidated

statement of comprehensive income 68,452 81,319
Allocation of unrealized gain on revaluation of financial assets and liabilities in foreign
currency and monetary gold to revaluation reserve (11,442) (25,704)
Allocation of unrealized gain on revaluation of securities to revaluation reserve (537) (110)
Compensation of unrealized loss on revaluation of financial assets and liabilities in foreign
currency and monetary gold at the cost of revaluation reserve 2,350 -
Realized loss on investment metals disposed 286 9
Realized loss on revaluation of securities disposed and derivatives 341 188
Allocation of unrealized gains/(losses) on operations with derivatives to revaluation
reserve 1) (1,467)
Adjustment for negative/(positive) results of subsidiaries 2 (21)
Distributable profit for the year 59,451 54,214
Retained earnings for the year (15,072) (16,050)
Recognition of liabilities on distribution to the State Budget at the cost of:

part in distributable profit 44,379 38,164

44,379 38,164

Liabilities on profit distribution to the State Budget of Ukraine

Profits distributable for 2016 amounted to UAH 59,451 million, of which UAH 44,379 million was
recognized as liabilities on the transfer of distributable profit to the State Budget of Ukraine. Another part of
profits distributable in the amount of UAH 15,072 million shall be transferred to increase general reserves
to the level of 10% of total volume of the NBU’s liabilities after the NBU’s Council approves the annual
financial statements of the NBU, the report on fulfillment of the NBU’s administrative expense estimate and
allocation of distributable profit for the reporting period. This amount has been included in retained earnings
for 2016. (Note 20)

In accordance with the Law of Ukraine On the State Budget of Ukraine for 2017, the NBU shall, after
the external auditor confirms and the NBU’s Council approves the annual financial statements, and the NBU
creates provisions pursuant to the procedure and in the amounts specified by the Law of Ukraine On
the National Bank of Ukraine, transfer to the State Budget of Ukraine funds in the total amount of at least
UAH 45,000 million. However, in accordance with the Law of Ukraine On the National Bank of Ukraine,
the NBU is not entitled to transfer to the State Budget of Ukraine the amount of distributable profit that is
higher than that determined in the annual financial statements as confirmed by the external auditor and
approved by the NBU’s Council.
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20 Capital management

Capital of the NBU comprises the residual value of the NBU’s assets after deduction of its liabilities.

No external capital requirements exist for the NBU as a central bank, except for the size of the statutory
capital stipulated by the Law of Ukraine On the National Bank of Ukraine.

In accordance with the Law of Ukraine On the National Bank of Ukraine, the amount of statutory
capital of the NBU should be UAH 10 million. The amount of statutory capital was increased to UAH 100
million based on the decision of the NBU Council regarding the results for the year ended 31 December
2007.

The NBU’s objectives when managing capital are to maintain an appropriate level of capital to ensure
economic independence of the NBU and ability to perform its functions. The amount of capital managed by
the NBU as at 31 December 2016 was UAH 147,620 million (31 December 2015: UAH 122,811 million).

General and other reserves of the NBU shall be created in accordance with the Law of Ukraine On the
National Bank of Ukraine at the cost the NBU’s distributable profit based on a decision of the NBU’s
Council.

A part in distributable profit, as determined by the Law of Ukraine On the National Bank of Ukraine,
shall be allocated to general and other reserves of the NBU.

Revaluation reserve for assets and liabilities includes unrealized gain arising on the revaluation of
monetary assets and liabilities denominated in foreign currencies, monetary gold, and investment metals due
to fluctuations in exchange rates of UAH against foreign currency, monetary gold, and investment metals
and due to changes in the fair value of financial assets.

The composition of the NBU’s equity as at 31 December 2016 was presented as follows:

2016 2015
(in UAH millions)
Statutory capital 100 100
General reserves 30,672 14,622
Other reserves 8,511 8,513
Retained earnings (Note 19) 15,072 16,050
Provision for revaluation of assets and liabilities 93,265 83,526
Total equity 147,620 122,811
21 Cash and cash equivalents
Notes 2016 2015
(in UAH millions)
Foreign currency cash 5 1,861 1,675
Demand deposits (other than gold, investment metals, and restricted funds) 5 15,511 10,806
Short-term deposits with maturities up to three months (other than gold,
investment metals, and restricted funds) 5 31,942 98,786
Foreign securities with maturities up to three months 6 22,608 170
SDR holdings 7 73,520 212
Total cash and cash equivalents 145,442 111,649
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23

Interest income and expense

Interest income
Income on domestic securities at amortized cost

Income on loans to banks and other borrowers
Income on accounts and deposits in foreign currency

Income on internal state debt
Income on SDR holdings
Other

Total interest income
Interest expense

Expense on certificates of deposit issued by the NBU
Expense on operations with the IMF

Expenses on accounts of Household Deposit Guarantee Fund

Expense on borrowings received
Expense on accounts of banks
Other

Total interest expense

Net interest income

National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

2016 2015
(in UAH millions)

49,611 46,360
9,963 14,884
252 130
173 180
42 -

9 73
60,050 61,627
(9,648) (8,163)
(3,060) (1,829)
(345) (116)
(291) (389)
- (33)

- 1)
(13,344) (10,531)
46,706 51,096

Other interest income includes interest income on loans to employees. During 2016, interest received
and interest paid, which are included in cash flows from operating activities in the consolidated statement of
cash flows, amounted to UAH 61,731 million (2015: UAH 59,318 million) and UAH 13,472 million (2015:
UAH 10,791 million), respectively.
In 2016, income on loans to banks and other borrowers included income on impaired loans in
the amount of UAH 6,647 million (2015: UAH 8,506 million), including the adjustment of interest income
on impaired loans to banks in the amount of UAH 867 million (2015: UAH 387 million) (Note 9).

Other income

2016 2015
(in UAH millions)

Income on sale of investment and commemorative coins, souvenirs and other

products

Excess of payments under debt securities over their fair values

Fines, penalties, and forfeits received

Gain on de-recognition of financial assets in the course of their replacement to new

ones
Other

Total other income

595 364
60 1,135
27 129

- 782
50 98
732 2,508

In 2015, included in gain on de-recognition of financial assets in the course of their replacement to
new ones were results of de-recognition of loans to banks and other borrowers when they were replaced to
new ones as a result of change in the borrower under the loan agreement.
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24 Staff costs

2016 2015

(in UAH millions)

Payroll of staff 1,197 1,241
Single contribution for mandatory state social security and contributions to non-

state pension funds 221 431

Financial aid and other social benefits 6 60

Other 9 53

1,433 1,785

Total staff costs

Included in other staff costs were staff training and development costs, expenditures for voluntary
medical insurance of employees, etc.

25  Administrative and other expenses

2016 2015

(in UAH millions)

Depreciation and amortization 324 350
Consulting and legal services 184 -
Utilities and household expenses 136 122
Expenses for maintenance of non-current tangible and intangible assets 135 102
Taxes, duties, and charges 44 61
Telecommunication services and maintenance 28 26
Business trips 16 18
Other 102 163
Total administrative and other expenses 969 842

Depreciation and amortization charges for 2016 exclude depreciation in the amount of UAH 235
million (2015: UAH 227 million) in respect of property and equipment used in the production of banknote
paper, banknotes, coins, and other products. This portion of depreciation and amortization charges is
included in the expenses for production of banknotes, coins, and other products.

Other expenses include costs related to write-off of works on construction-in-progress items, financial
aid paid for training of students, excess of the carrying value of precious metals transferred for refining over
their net realizable value, cost of sales of the services of the sewage treatment facilities of the Banknote Paper
Mill, postal and mail, audit costs, etc.

26  Net decrease/(increase) in provisions
Notes 2016 2015

(in UAH millions)
Net decrease/(increase) in provisions:

Loans to banks and other borrowers 9 875 (7,931)
Other assets 12 (11) 1
Total net decrease/(increase) in provisions 864 (7,930)
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27  Financial risk management

Risk management objectives of the NBU are as follows:
Ensure that the NBU’s risks are continuously kept at a secure level;

Ensure effective management of assets and liabilities of the NBU, in particular, prevention of
inadequate use of funds;

Ensure maintenance of the NBU’s assets’ liquidity at the required level,

Comply with the limits set by the legislation, as well as with principles, internal rules, procedures, and
limits defined by the NBU regulations, in the course of assets and liabilities management;

Provide the NBU’s management on a timely basis with adequate information (reports) on risk
management positions in respect of assets and liabilities of the NBU.

Main principles of financial risk management of the NBU are as follows:

Financial risk management is aimed at full avoidance or mitigation of the effect of risks inherent in
assets and liabilities of the NBU on the NBU’s cash flows and equity, with reference to the NBU’s risk
appetite as defined by the Ukrainian legislation and the NBU’s regulations;

Control of compliance with the acceptable level of financial risks of the NBU is performed by
management of units and Risk Management Department of the NBU.

To cover potential losses from realization of financial risks of the NBU attributable to performance of
the NBU’s functions, provisions are created in accordance with specific regulations.

Principal types of financial risks inherent to the NBU’s activities are credit, foreign currency, interest
rate, and liquidity risks.

Credit risk

Credit risk is the risk to incur losses in the event a debtor or counterparty fails to perform its financial
obligations to the NBU in accordance with the terms and conditions agreed. Credit risk may have
the following symptoms:

Risk of a borrower’s default — exposure to decreased income or capital of the NBU arising from
the failure of a borrower to fulfill its obligations under debt financial instruments (i.e. risk that the borrower
will not pay interest, fees and commissions, and principal at all);

Risk of loan collateral — risk that, as a result of collateral sale, lender’s claims will not be satisfied in
full;

Settlement risk — exposure to decreased income or capital of the NBU arising from the failure of a
counterparty to fulfill the obligations assumed on delivery of cash or base asset in the event that, before
receiving relevant assets from the counterparty, the NBU transferred (assigned irrevocably to transfer) cash
or base asset to the counterparty.

Credit risk management of the NBU is performed through the following actions:
Defining the minimum acceptable credit ratings of counterparties;

Setting long-term credit limits for outstanding amounts of foreign counterparties and securities issuers
to the NBU (both general and by individual financial instruments);

Setting short-term credit limits for outstanding amounts when dealing with domestic counterparty
banks;

Setting limits on standard duration (average maturity) level for the placements of funds by currency
and type of financial instruments;

Utilizing collateral and other types of security to perform liabilities;

Diversifying the placement of funds into financial instruments with varied counterparties allowed to
cooperate with in view of their risk exposure characteristics;

Creating provisions of the NBU to cover credit risks related to the performance of its functions.
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27  Financial risk management (continued)

Market risks

Market risks are the risks that the NBU will incur losses as a result of adverse movements in market
prices (exchange rates, interest rates, currency spreads, stock or commodity prices, etc.). Depending on
the factors leading to losses, the NBU singles out the following types of market risks:

Foreign currency risk is the risk of losses due to unfavorable changes in foreign currency exchange
rates;

Interest rate risk is the risk to incur losses due to adverse movements in interest rates;
Currency spread risk is the risk to incur losses as a result of the increase in credit spreads in the market.
Market risks are managed by the NBU by:

Setting limits on absolute and relative indicators of specific types of market risks (including with
reference to the standard selected);

Diversifying them.

The following table summarizes sensitivity of the NBU’s positions regarding foreign currency risk
estimated on the assumption of 5% increase and decrease in the exchange rates of USD, EUR, SDR, and
other currencies against UAH in 2016 and 2015, respectively. The analysis considers only foreign currency
denominated amounts (except for non-monetary assets) available at the end of the period in translating of
which the rates adjusted by 5% were applied at the end of 2016 and 2015, respectively.

The effect of movements in exchange rates on profit or loss and equity was as follows:

31 December 2016 31 December 2015
(in UAH millions)
+5% -5% +5% -5%

usbh 11,694 (11,694) 8,703 (8,703)
EUR 1,504 (1,504) 2,199 (2,199)
SDR (4,789) 4,789 (6,503) 6,503
GBP 472 (472) 498 (498)
Other currencies 939 (939) 421 (421)

The table below presents the sensitivity analysis to the NBU’s positions regarding interest rate risk.
The effect on profit or loss and equity was as follows:

31 December 2016 31 December 2015
(in UAH millions)
+100 bp -100 bp +100 bp -100 bp
Sensitivity of financial assets 2,125 (2,125) 1,893 (1,893)
Sensitivity of financial liabilities (2,301) 2,301 (2,479) 2,479
Net impact on profit or loss and equity
+100 bp (176) 176 (586) 586

Sources of interest rate risk are identified through the analysis of the existing structure of interest-
bearing assets and liabilities. The NBU assesses interest rate risk by analyzing the sensitivity to fluctuations
in interest rates, i.e., changes in the market value of instruments and portfolios as a result of movements in
the yield curve by a certain number of basis points. In accordance with the methodology, the scenarios
applied include a parallel shift of the whole curve by 1 percentage point (+/-100 basis points). The sensitivity
of interest rate risk is estimated based on the scenario according to which all interest rate curves are treated
as the ones changing in identical fashion irrespective of a financial instrument or currency. Estimates include
the interest rate risk by all positions of the NBU for instruments with fixed and fluctuating interest rates as
defined by a respective model.
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Liquidity risk
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Liquidity risk is defined as the risk when an entity has no available funds due to its inability to sell
assets in the required quantity within the acceptable period of time without a significant deterioration of their
value as a result of unfavorable situation in the market.

The NBU manages its liquidity risk by:

Maintaining certain regulatory levels of reserve assets in the form of cash on the NBU’s correspondent

accounts;

Maintaining the sufficient amount of highly liquid financial instruments that can be easily translated

to cash;

Setting liquidity requirements to the NBU’s assets.
A detailed analysis of exposures to the above risks is disclosed in Notes from 29 to 32.

28  Analysis of financial assets and liabilities by geographical concentration risk

A geographical concentration risk analysis of the NBU’s financial assets and liabilities as at

31 December 2016 was as follows:

Financial assets
Funds and deposits in foreign currencies

Foreign securities

SDR holdings

Domestic securities

Loans to banks and other borrowers
Internal state debt

IMF quota contributions

Other financial assets

Total financial assets

Financial liabilities

Banknotes and coins in circulation

Accounts of banks

Accounts of government and other institutions
Certificates of deposit issued by the NBU
Liabilities to the IMF

Other financial liabilities

Total financial liabilities

Net balance sheet position

Ukraine OECD IMF Other Total
countries

(in UAH millions)

1,861 47,839 - 3 49,703

- 265,625 - 9,704 275,329

- - 73,546 - 73,546

394,454 - - - 394,454

35,456 - - - 35,456

2,002 - - - 2,002

- - 73,538 - 73,538

184 - 433 - 617

433,957 313,464 147,517 9,707 904,645

(in UAH millions)

341,059 - - - 341,059

44,299 - - 6 44,305

48,541 8 - - 48,549

68,073 - - - 68,073

- - 243,295 - 243,295

351 48 - 2 401

502,323 56 243,295 8 745,682

(68,366) 313,408 (95,778) 9,699 158,963
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28  Analysis of financial assets and liabilities by geographical concentration risk (continued)

OECD
Ukraine countries IMF Other Total

(in UAH millions)
Off-balance sheet commitments
Commitments for granting loans to foreign central
banks - - - 57,140 57,140
Net off-balance sheet position (Note 33) - - - (57,140) (57,140)
Net position (68,366) 313,408 (95,778) (47,441) 101,823

A geographical concentration risk analysis of the NBU’s financial assets and liabilities as at

31 December 2015 was as follows:

Ukraine OECD IMF Other Total
countries
(in UAH millions)

Financial assets
Funds and deposits in foreign currencies 1,675 124,584 - 4 126,263
Foreign securities - 171,609 - 1 171,610
SDR holdings - — 212 - 212
Domestic securities 404,514 - - - 404,514
Loans to banks and other borrowers 65,236 - - - 65,236
Internal state debt 2,091 - - - 2,091
IMF quota contributions - - 45,631 - 45,631
Other financial assets 239 1,467 236 - 1,942
Total financial assets 473,755 297,660 46,079 5 817,499
Financial liabilities
Banknotes and coins in circulation 308,237 - - - 308,237
Accounts of banks 31,041 - - - 31,041
Accounts of government and other institutions 51,278 41 - - 51,319
Certificates of deposit issued by the NBU 89,747 - - - 89,747
Borrowings received — 12,003 - 19,280 31,283
Liabilities to the IMF - - 176,142 - 176,142
Other financial liabilities 167 14 - - 181
Total financial liabilities 480,470 12,058 176,142 19,280 687,950
Net balance sheet position (6,715) 285,602 (130,063) (19,275) 129,549
Off-balance sheet commitments
Commitments for granting loans to foreign central
banks - 13,848 - 54,545 68,393
Net off-balance sheet position (Note 33) - (13,848) - (54,545) (68,393)
Net position (6,715) 271,754 (130,063) (73,820) 61,156
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29  Credit risk

Financial assets of the NBU are classified by the lowest of the ratings assigned to the NBU’s
counterparties by the international rating agencies of Fitch Ratings, Moody’s, and Standard & Poor’s.
The ratings are listed below as per coding of the rating agency of Fitch Ratings using the rating
correspondence table of Bloomberg information system.

2016 2015
Credit rating Amount % in financial Amount % in financial
assets assets
Financial assets — neither past due nor impaired: (in UAH millions)
Funds and deposits in foreign currencies:
Demand deposits AAA 1,341 2.7 2,012 1.6
AA+ 8 0.0 52 0.0
AA 52 0.1 2,322 1.8
AA- 4,673 9.4 3,387 2.7
A+ 9,737 19.6 520 0.4
A 4 0.0 2,333 1.8
A- 52 0.1 192 0.2
BBB+ - - 349 0.3
Term deposits AAA 14,548 29.3 19,677 15.6
AA+ 82 0.2 14,696 11.6
AA- 254 0.5 8,096 6.4
A+ - - 27,359 21.7
A 17,091 344 24,708 19.6
A- - - 18,885 15.0
Foreign currency cash Riskless 1,861 3.7 1,675 13
Total funds and deposits in foreign currencies: 49,703 100.0 126,263 100.0
Foreign securities:
Government bonds AAA 10,577 3.8 10,543 6.2
AA+ 145,400 52.8 101,034 58.9
AA 5,044 1.8 394 0.2
AA- 9,892 3.6 4,268 2.5
A+ 1,343 0.5 3,768 2.2
Bonds of international agencies, banks,
and other issuers AAA 54,047 19.6 18,683 10.9
AA+ 6,797 2.5 3,455 2.0
AA 4,410 1.6 2,063 1.2
AA- 14,810 5.4 9,654 5.6
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29  Credit risk (continued)

2016 2015
Credit rating Amount % in Amount % in financial
financial assets
assets

(in UAH millions)

A+ 15,617 5.7 13,099 7.6
A 3,068 1.1 1,311 0.8
A- 4,203 1.6 3,217 1.9
Total foreign debt securities 275,208 100.0 171,489 100.0
Domestic securities CCC- 392,441 99.5 402,249 99.4
Not rated 2,013 0.5 2,265 0.6
Total domestic securities 394,454 100.0 404,514 100.0
Loans to banks and other borrowers:
Loans granted to banks to support their
liquidity and loans granted to
Household Deposit Guarantee Fund
CcC 2,559 20.9 16,835 54.6
Not rated 9,692 79.1 14,000 454
Total loans to banks and other
borrower 12,251 100.0 30,835 100.0
Other financial assets AAA 433 70.3 236 12.2
A - - 1,467 75.5
CcC 1 0.2 2 0.1
Not rated 182 295 237 12.2
Total other financial assets 616 100.0 1,942 100.0

Domestic securities that do not have an international rating assigned are represented by corporate
bonds of state-owned enterprises the rating of which is restricted by the sovereign rating of Ukraine.

Total amount of loans to five banks with the largest exposure outstanding as at 31 December 2016
was UAH 53,852 million (31 December 2015: UAH 70,631 million), or 64% (31 December 2015: 61%) of
the total amount of loans to banks and other borrowers before provisioning. Recognized provision for loans
granted to those five banks was equal to UAH 35,132 million as at 31 December 2016 (31 December 2015:
UAH 30,719 million).

Summarized below is information on net credit risk by types of collateral received as at 31 December

2016:
Maximum credit Cost of collateral Net credit risk Net credit risk
risk exposure accepted as (loans to banks) (loans granted to
security Household Deposit
Guarantee Fund
and other)

(in UAH millions)

Loans secured by:

Real estate 16,086 30,766 15,806 -
Securities 14,383 13,556 2,425 4,158
Other types of collateral 3,091 5,614 3,078 —
Loans unsecured 1,896 - 1,896 -

Total loans to banks and other
borrowers 35,456 49,936 23,205 4,158
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29  Credit risk (continued)
Summarized below is information on net credit risk by types of collateral received as at 31 December

2015:
Maximum credit Cost of collateral Net credit risk Net credit risk
risk exposure accepted as (loans to banks) (loans granted to
security Household
Deposit
Guarantee Fund
and other)

(in UAH millions)

Loans secured by:

Real estate 21,136 35,485 20,578 -
Securities 31,378 25,909 3,469 8,269
Other types of collateral 5,181 8,669 5,181 -
Loans unsecured 7,541 - 7,541 -
Total loans to banks and other

borrowers 65,236 70,063 36,769 8,269

Maximum exposure of credit risk is represented by the carrying amounts of loans due at the reporting
date. Collateral accepted as security is the fair value of collateral accepted by the NBU at the moment of
creating provisions at the reporting date.

For the impaired banks cash flows from which are expected to obtain only through the sale of
collateralized properties, the net credit risk is equal to the maximum credit risk exposure.

For the unimpaired banks and Household Deposit Guarantee Fund, net credit risk is estimated as
the difference between the maximum credit risk exposure and the value of collateral accepted as security.

30 Foreign currency risk
As at 31 December 2016, the NBU had the following positions in currencies:

UAH usD EUR SDR GBP Other Non- Total
monetary

Financial assets (in UAH millions)
Funds and deposits in foreign
currencies - 25,693 3,718 - 1,789 18,503 - 49,703
Foreign securities - 236,754 29,925 - 7,655 874 121 275,329
SDR holdings - - - 73,546 - - - 73,546
Domestic securities 394,097 357 - - - - — 394,454
Loans to banks and other borrowers 35,456 - - - - - - 35,456
Internal state debt 2,002 - - - - - - 2,002
IMF quota contributions - - - 73,538 - - - 73,538
Other financial assets 184 - - 433 - - - 617
Total financial assets 431,739 262,804 33,643 147,517 9,444 19,377 121 904,645
Financial liabilities
Banknotes and coins in circulation 341,059 - - - - - — 341,059
Accounts of banks 43,197 721 378 - 1 8 - 44,305
Accounts of government and other
institutions 16,617 28,194 3,147 - - 591 - 48,549
Certificates of deposit issued by the
NBU 68,073 - - - - - - 68,073
Liabilities to the IMF - - — 243,295 - - - 243,295
Other financial liabilities 351 13 37 - - - - 401
Total financial liabilities 469,297 28,928 3,562 243,295 1 599 — 745,682
Net balance sheet position (37,558) 233,876 30,081  (95,778) 9,443 18,778 121 158,963
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30  Foreign currency risk (continued)
As at 31 December 2015, the NBU had the following positions in currencies:

Financial assets

Funds and deposits in foreign
currencies

Foreign securities

SDR holdings

Domestic securities

Loans to banks and other borrowers
Internal state debt

IMF quota contributions

Other financial assets

Total financial assets

Financial liabilities

Banknotes and coins in circulation
Accounts of banks

Accounts of government and other
institutions

Certificates of deposit issued by the
NBU

Borrowings received
Liabilities to the IMF
Other financial liabilities

Total financial liabilities

Net balance sheet position
Off-balance sheet assets and
liabilities

Assets receivable under forward
contracts

Assets deliverable under forward
contracts

Net off-balance sheet position

Net position

National Bank of Ukraine
Consolidated Financial Statements
Notes to the Consolidated Financial Statements

UAH usD EUR SDR GBP Other Non- Total
monetary

(in UAH millions)

- 93,683 19,435 - 4,930 8,215 - 126,263

- 136,471 29,674 - 5,021 323 121 171,610

- - - 212 - - - 212

401,349 3,165 - - - - — 404,514

65,236 - - - - - - 65,236

2,091 - - - - - - 2,091

- - - 45,631 - - - 45,631

1,697 - - 236 - 9 - 1,942

470,373 233,319 49,109 46,079 9,951 8,547 121 817,499

308,237 - - - - - - 308,237

30,288 707 41 - - 5 - 31,041

17,441 28,794 5,084 - - - - 51,319

89,747 - - - - - - 89,747

- 12,003 - - - 19,280 - 31,283

- - 176,142 - - - 176,142

119 51 1 - - 10 - 181

445,832 41,555 5126 176,142 - 19,295 - 687,950

24541 191,764 43,983 (130,063) 9,951  (10,748) 121 129,549

- - - - - 19,175 - 19,175

- 17,697 - - - - - 17,697

- (17,697) - - - 19,175 - 1,478

24541 174,067 43,983 (130,063) 9,951 8,427 121 131,027

Assets and liabilities in other currencies mainly included positions in CHF, AUD, JPY, and CNY.

31 Interest rate risk

As at 31 December 2016, the NBU had the following structure of the weighted average interest rates
by major currencies for monetary financial interest-bearing instruments. The analysis has been prepared
using the weighted-average contractual rates at the reporting date.
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31 Interest rate risk (continued)

Financial assets
Term deposits in OECD countries

Foreign securities
SDR holdings

Domestic securities
Loans to banks and other borrowers

Internal state debt

Financial liabilities

Household Deposit Guarantee Fund
Certificates of deposit issued by the
NBU

Debt liabilities to the IMF on
purchase and allocation of SDR

UAH

13.31
18.68
8.66
6.62

13.39

uSD

EUR

SDR

2.23

GBP

National Bank of Ukraine
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Other

Total weighted
average
interest

rate

(in %)
2.74
1.03
0.24

13.31

18.68
8.66
6.62

13.39

2.23

The sign “~” in the table above means that the NBU has no respective interest-bearing assets or

liabilities in corresponding currency.

Interest is accrued at floating rates on SDR holdings and liabilities to the IMF (interest rates are

reviewed on a weekly basis).

Interest rates used for accruing expenses on accounts of Household Deposit Guarantee Fund are not
fixed, and their amounts correspond to weighted average interest rates on demand deposits of individuals in

the national currency.

Interest on foreign securities is accrued at both variable and fixed rates.

As at 31 December 2015, the NBU had the following structure of the weighted average interest rates
by major currencies for monetary financial interest-bearing instruments. The analysis has been prepared
using the weighted-average contractual rates at the reporting date.

Financial assets
Term deposits in OECD countries

Foreign securities
SDR holdings

Domestic securities
Loans to banks and other borrowers

Internal state debt

Financial liabilities
Household Deposit Guarantee Fund

Certificates of deposit issued by the
NBU

Borrowings received

Debt liabilities to the IMF on
purchase and allocation of SDR

UAH

13.59
21.27
8.66
5.75

19.77

uSD

0.38
0.99

8.39

0.42

EUR

SDR

1.94

GBP

Other

5.72

Total weighted
average
interest

rate

(in %)

0.35
0.84
0.05
13.56

21.27
8.66
5.75

19.77
3.69

1.94

58



31 Interest rate risk (continued)

National Bank of Ukraine

Analysis of assets and liabilities by periods of interest rate repricing

Consolidated Financial Statements
Notes to the Consolidated Financial Statements

The table below summarizes concentration of interest rates by periods of repricing categorized by

the earlier of contractual repricing.

For financial assets and liabilities with fixed interest rates, classification was determined based on
the contractual maturity date from the consolidated statement of financial position date. For assets and
liabilities with variable interest rates, classification was determined taking into account the earlier of

repricing period or maturity date.

As at 31 December 2016, the NBU’s financial assets and liabilities by periods of interest rate repricing

were as follows:

On 1to3 3to12 1to5 Over 5 Non- Total
demand months months years years interest-
and up to bearing
1 month
(in UAH millions)
Financial assets
Funds and deposits in foreign
currencies 44,628 — - - - 5,075 49,703
Foreign securities 11,324 27,101 68563 166,421 1,799 121 275,329
SDR holdings 73,546 — - - — - 73,546
Domestic securities 2,803 9,206 36,988 196,584 148,516 357 394,454
Loans to banks and other
borrowers 11,376 504 11,878 11,698 - - 35,456
Internal state debt - 26 79 422 1,475 - 2,002
IMF quota contributions _ _ _ — — 73,538 73538
Other financial assets 9 4 16 55 36 497 617
Total financial assets 143,686 36,841 117,524 375,180 151,826 79,588 904,645
Financial liabilities
Banknotes and coins in
circulation _ _ - - - 341,059 341,059
Accounts of banks _ _ _ _ — 44,305 44,305
Accounts of government and
other institutions 2,310 - - - - 46,239 48 549
Certificates of deposit issued by
the NBU 68,073 - - - - - 68,073
Liabilities to the IMF 169,134 623 - - - 73538 243,295
Other financial liabilities - - - - - 401 401
Total financial liabilities 239,517 623 - - - 505,542 745,682
Net gap (95,831) 36,218 117,524 375,180 151,826  (425,954) 158,963
Cumulative gap (95,831) (59,613) 57,911 433,091 584,917 158,963
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31 Interest rate risk (continued)

As at 31 December 2015, the NBU’s financial assets and liabilities by periods of interest rate repricing
were as follows:

On 1to3 3to 12 lto5 Over 5 Non- Total
demand months months years years interest-
and up to bearing
1 month

(in UAH millions)
Financial assets
Funds and deposits in foreign

currencies 97,922 17,057 6,464 - - 4,820 126,263
Foreign securities 7,001 15,736 46,723 99,097 2,932 121 171,610
SDR holdings 212 _ _ _ _ _ 212
Domestic securities 3,033 9,247 34,793 220,181 136,842 418 404,514
Loans to banks and other

borrowers 12,570 1,201 12,081 39,384 - - 65,236
Internal state debt - 26 78 418 1,569 - 2,091
IMF quota contributions _ _ _ _ _ 45,631 45,631
Other financial assets 5 15 23 68 48 1,783 1,942
Total financial assets 120,743 43,282 100,162 359,148 141,391 52,773 817,499

Financial liabilities
Banknotes and coins in

circulation _ _ - - - 308,237 308,237
Accounts of banks _ _ _ _ _ 31,041 31,041
Accounts of government and

other institutions 8,350 _ _ _ _ 42,969 51,319
Certificates of deposit issued by

the NBU 89,747 - - - - - 89,747
Borrowings received 31,283 _ - — — — 31,283
Liabilities to the IMF 130,080 431 - - - 45,631 176,142
Other financial liabilities - - — - - 181 181
Total financial liabilities 259,460 431 - - - 428,059 687,950
Net gap (138,717) 42,851 100,162 359,148 141,391  (375,286) 129,549
Cumulative gap (138,717) (95,866) 4,296 363,444 504,835 129,549

As at 31 December 2016, a portion of foreign securities bearing variable interest rates amounted to
6.29% of the total portfolio (31 December 2015: 5.09%).

32  Liquidity risk

For the purposes of liquidity risk estimation, financial assets are grouped by the period remaining as
at the reporting date to repayment of the expected cash flows, and financial liabilities are grouped by
the remaining contractual maturity at the reporting date.

The amounts of financial assets and liabilities disclosed in the liquidity risk table below are
the contractual undiscounted cash flows. Derivatives settled on a net basis are included at the net amounts
expected to be paid. Impaired loans are included at their carrying amounts net of impairment provisions and
based on the expected timing of cash inflows.

When the amounts payable are not fixed, the amounts disclosed are determined by reference to
the conditions existing at the reporting date. Foreign currency payments are translated using the spot
exchange rates at the reporting date.
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32 Liquidity risk (continued)

The NBU’s liquidity risk position as at 31 December 2016 was as follows:

On 1to3 3to12 1to5 Over5  Maturity Total
demand months months years years not defined
and up to
1 month

(in UAH millions)
Financial assets
Funds and deposits in foreign

currencies 49,703 - - - - - 49,703
Foreign securities 6,418 16,749 73,309 176,933 1,799 121 275,329
SDR holdings 73,546 - - - - - 73,546
Domestic securities 2,803 8,206 37,988 196,584 148,873 - 394,454
Loans to banks and other borrowers 1,550 504 11,878 11,698 - 9,826 35,456
Internal state debt - 26 79 422 1,475 - 2,002
IMF quota contributions - - - - - 73,538 73,538
Other financial assets 17 5 17 500 52 26 617
Total financial assets 134,037 25,490 123,271 386,137 152,199 83,511 904,645
Financial liabilities

Banknotes and coins in circulation 341,059 - - - - - 341,059
Accounts of banks 44,305 - - - - - 44,305
Accounts of government and other

institutions 48,549 - - - - - 48,549
Certificates of deposit issued by the

NBU 68,073 - - - - - 68,073
Liabilities to the IMF 3,161 623 8,198 72,866 85,093 73,354 243,295
Other financial liabilities 4 - 5 - - 392 401
Commitments for granting loans to

foreign central banks 57,140 - - - - - 57,140
Total future payments under financial

liabilities 562,291 623 8,203 72,866 85,093 73,746 802,822
Liquidity gap arising from financial

instruments (428,254) 24,867 115,068 313,271 67,106 9,765 101,823
Cumulative liquidity gap (428,254)  (403,387) (288,319) 24,952 92,058 101,823

The NBU’s liquidity risk position as at 31 December 2015 was as follows:

On 1to3 3to12 1to5 Over5  Maturity Total
demand months months years years not defined
and up to
1 month

(in UAH millions)
Financial assets
Funds and deposits in foreign

currencies 102,742 17,057 6,464 - - - 126,263
Foreign securities 4,932 9,396 48,417 105,812 2,932 121 171,610
SDR holdings 212 - - - - - 212
Domestic securities 3,033 8,247 34,793 221,181 137,260 - 404,514
Loans to banks and other borrowers 1,414 1,201 12,081 39,384 - 11,156 65,236
Internal state debt - 26 78 418 1,569 - 2,091
IMF quota contributions - - - - - 45,631 45,631
Other financial assets 1,478 16 28 89 73 258 1,942
Assets receivable under forward

contracts 19,175 - - - - - 19,175
Total financial assets 132,986 35,943 101,861 366,884 141,834 57,166 836,674
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32 Liquidity risk (continued)

On 1to3 3to12 1to5 Over5  Maturity Total
demand months months years years not defined
and up to
1 month

(in UAH millions)
Financial liabilities

Banknotes and coins in circulation 308,237 - - - - - 308,237
Accounts of banks 31,041 - - - - - 31,041
Accounts of government and other

institutions 51,319 - - - - - 51,319
Certificates of deposit issued by the

NBU 89,747 - - - - - 89,747
Borrowings received 31,283 - - - - - 31,283
Liabilities to the IMF 2,824 431 - 54,231 73,141 45,515 176,142
Other financial liabilities 107 13 - 1 - 60 181
Commitments for granting loans to

foreign central banks 68,393 - - - - - 68,393
Assets deliverable under forward

contracts 17,697 - - - - - 17,697
Total future payments under

financial liabilities 600,648 444 - 54,232 73,141 45,575 774,040
Liquidity gap arising from financial

instruments (467,662) 35,499 101,861 312,652 68,693 11,591 62,634
Cumulative liquidity gap (467,662)  (432,163)  (330,302) (17,650) 51,043 62,634

IMF quota contributions and a part of liabilities to the IMF representing the liabilities on settlement
of quota are included in “maturity not defined” category due to the nature of these balances.

The amounts stated in the tables below do not correspond to the amounts recorded in the consolidated
statement of financial position, since the below information includes maturity analysis of financial liabilities
which reflects the total contractual balances (including interest payable) that are not recognized in
the consolidated statement of financial position.

Repayment periods under contractual undiscounted cash flows from financial liabilities as at
31 December 2016 were as follows:

On 1to3 3to0 12 1to5 Over5  Maturity Total
demand months months years years not defined
and up to
1 month

(in UAH millions)
Financial liabilities

Banknotes and coins in circulation 341,059 - - - - - 341,059
Accounts of banks 44,305 - - - - - 44,305
Accounts of government and other

institutions 48,549 - - - - - 48,549
Certificates of deposit issued by the

NBU 68,229 - - - - - 68,229
Liabilities to the IMF 3,161 953 11,126 82,699 87,828 73,354 259,121
Other financial liabilities 4 - 5 - - 392 401
Liabilities on granting loans to central

banks of other countries 57,140 - - - - - 57,140
Total future payments under

financial liabilities 562,447 953 11,131 82,699 87,828 73,746 818,804
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32 Liquidity risk (continued)

Repayment periods under contractual undiscounted cash flows from financial liabilities as at
31 December 2015 were as follows:

On 1to3 3to12 1to5 Over5  Maturity Total
demand months months years years not defined
and up to
1 month

(in UAH millions)
Financial liabilities

Banknotes and coins in circulation 308,237 - - - - - 308,237
Accounts of banks 31,041 - - - - - 31,041
Accounts of government and other

institutions 51,319 - - - - - 51,319
Certificates of deposit issued by the

NBU 89,747 - - - - - 89,747
Borrowings received 31,326 - - - - - 31,326
Liabilities to the IMF 2,824 648 1,899 61,818 75,369 45,515 188,073
Other financial liabilities 107 13 - 1 - 60 181
Assets deliverable under forward

contracts 17,697 - - - - - 17,697
Liabilities on granting loans to central

banks of other countries 68,393 - - - - - 68,393
Total future payments under

financial liabilities 600,691 661 1,899 61,819 75,369 45575 786,014

33 Off-balance sheet commitments and derivative financial instruments

Loan commitments
Loan commitments include the following:

2016 2015
(in UAH millions)

Liabilities on granting loans to central banks of other countries in the national currency 57,140 68,393

Total loan commitments 57,140 68,393

Loan commitments represent the unused amounts of loans to banks.

Capital commitments

As at 31 December 2016, the NBU had capital commitments in respect of acquisition, construction,
and improvement of property and equipment and intangible assets totaling to UAH 70 million (31 December
2015: UAH 94 million).

Derivative financial instruments

The NBU carried out transactions with futures for the purposes of regulating the interest rate risk since

October 2013 under Investment Management and Consulting Services Agreement between the NBU and
the International Bank for Reconstruction and Development.

As at 31 December 2016, the NBU had 85 long stock-exchange interest futures contracts maturing in
March 2017 the notional value of which equaled to UAH 501 million or USD 18 million, and 214 short
stock-exchange interest futures contracts maturing from March 2017 to December 2019 the notional value
of which equaled to UAH 1,380 million or USD 51 million (31 December 2015: 213 long stock-exchange
interest futures contracts maturing in March 2016 the notional value of which equaled to UAH 1,111 million
or USD 46 million, and 972 short stock-exchange interest futures contracts maturing from March 2016 to
June 2019 the notional value of which equaled to UAH 5,387 million or USD 224 million). Funds for
settlements under futures transactions in the amount of UAH 3 million (2015: UAH 11 million) were
measured at fair value and included in foreign currency funds and deposits as at 31 December 2016 (Note 5).

In accordance with the general framework agreement of ISDA with the National Bank of Ukraine and
Citibank, N.A. London, off-balance sheet liabilities and claims in 2015 included funds under swap
transactions. As at 31 December 2015, assets receivable amounted to UAH 19,175 million, and assets for
delivery amounted to UAH 17,697 million.
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33  Off-balance sheet commitments and derivative financial instruments (continued)

Legal proceedings

From time to time and in the normal course of business, claims against the NBU occur. On certain
claims for the total amount of UAH 2.2 billion, there is a possibility of potential losses, although it is not
high. As for other claims, management estimates that the NBU will not incur losses. Accordingly, no
provision has been created in these consolidated financial statements.

34  Fair value of financial assets and liabilities

The estimated fair values of financial assets and liabilities have been determined by the NBU using
available market information, where it exists, and appropriate valuation methodologies. However, judgment
is necessarily required to interpret the market data to determine the estimated fair value. As disclosed in
Note 4, the economy of Ukraine displays characteristics of an emerging market, and the level of activity in
financial markets of Ukraine at the moment is low. As such, the estimates may not be fully reflective of
the value that could be realized by the NBU in the current circumstances.

Financial assets and liabilities carried at fair value. Foreign debt securities are recorded in
the consolidated statement of financial position at their fair values. Fair value of these securities is based on
quoted prices in an active market. The fair value of major part of the internal state debt securities measured
at fair value was based on quoted prices in the market that was not active (31 December 2015: the fair value
of majority of domestic securities measured at fair value was based on quoted prices in the market that was
not active).

The NBU has estimated that the fair value of certain financial assets and liabilities is not
significantly different from their carrying values. These financial instruments include funds and deposits
in foreign currencies, SDR holdings and IMF quota contributions, other financial assets, banknotes and coins
in circulation, accounts of banks, accounts of government and other institutions, certificates of deposit issued
by the NBU and liabilities to the IMF, other financial liabilities.

Fair values of those financial instruments for which no active market exists have been estimated
by the NBU using discounted cash flow techniques. These models takes into account future interest payments
and principal repayments, the repayment period, and the discount factor.

For the purposes of estimating fair values of domestic securities for which no active market existed,
the NBU used the income approach and:

For government bonds of Ukraine, Level 2 inputs (spot rates calculated on the basis of the zero-coupon
yield curve built on the data of actually concluded and performed agreements of FGLBs using the Nelson-
Siegel parametric model);

For bonds of other government institutions, Level 2 inputs (spot rates calculated on the basis of
the zero-coupon yield curve built on the data of actually concluded and performed agreements of FGLBs
using the Nelson-Siegel parametric model) and Level 3 inputs (risk premium on securities compared to
DGLB:s risk determined by using judgments at the level of 100 basis points which consider the availability
of guarantees on behalf of the Government in respect of these securities).

As discount rates to determine the fair value of internal state debt in the national currency, the NBU
used the average weighted discount rate of the NBU on all refinancing instruments.

As discount rates to determine the fair value of loans to banks and other borrowers, the NBU used
the market rate (the NBU’s discount rate) plus 1.5% as at the calculation date.

The discount rates used were as follows:
2016 2015
Discount rate, in % per annum Discount rate, in % per annum

Debt securities in the national currency:

Domestic government loan bonds 9.96-17.16 11.05-20.72
Bonds of other government institutions 18.00-18.29 18.52-21.48
Internal state debt in the national currency (1994-1996) 17.36 25.22
Loans to banks and other borrowers 15.5 23.5
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34  Fair value of financial assets and liabilities (continued)

The following table summarizes the carrying amounts and estimated fair values of those financial
assets not presented in the NBU’s consolidated statement of financial position at their fair values:

2016 2015

(in UAH millions)
Carrying Estimated fair ~ Carrying amount Estimated fair
amount value value

Domestic debt securities in the national currency:
Domestic government loan bonds 391,936 389,565 397,824 394,795
Bonds of other government institutions 2,013 1,932 2,265 2,085

Total domestic securities not carried at fair

value 393,949 391,497 400,089 396,880
Internal state debt 2,002 1,303 2,091 1,014
Loans to banks and other borrowers 35,456 35,686 65,236 61,705

Taking into account that calculations of the estimated fair value are based on certain assumptions, it
should be noted that the information provided above may not be fully reflective of the value that could be

realized.

For financial instruments, the levels in the fair value hierarchy into which the fair values are

categorized were as follows:

2016
Level 2

Level 1

Assets measured at fair value:
Funds and deposits in foreign currencies (futures) 3
Foreign securities at fair value 275,208
Domestic debt securities at fair value:
in the national currency
Domestic government loan bonds -
in foreign currencies
Domestic government loan bonds denominated
in USD
FGLBs denominated in USD
government derivatives 357
Assets on swap transactions
Assets for which fair value is disclosed:
Domestic securities
in the national currency:
Domestic government loan bonds -
Bonds of other government institutions
Internal state debt
Loans to banks and other borrowers

148 - -

389,565 - -

2015
Level 2 Level 3
(in UAH millions)

Level 3 Level 1

121

- - 11
- 121 171,489

1,260 -

- 765 -
- - 1982 -
- - 418

1,467 -

394,795 -
- 2,085
1,014

61,705

- 1,932 -
- 1,303 -
- 35,686 -

In 2016, there were no significant transfers of financial instruments between Level 1 and Level 2 of
fair value hierarchy. The NBU considers the transfers between the levels of the fair value hierarchy to have

occurred at the end of the reporting period.

No changes in the structure or the carrying value of financial instruments that were included in Level
3 of the fair value hierarchy occurred during 2016 and 2015, neither any gains nor losses were recognized.
Change of inputs to valuation models according to reasonably possible alternative assumptions would not
have had a significant impact on the fair value of those instruments as at 31 December 2016 and 2015.
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Presentation of financial instruments by measurement categories

In accordance with IFRS 9 “Financial Instruments”, the NBU classifies its financial assets into
the following categories: financial assets at fair value and financial assets measured at amortized cost.

All financial liabilities of the NBU are carried at amortized cost.

The following table analyzes

31 December 2016:

Financial assets

Funds and deposits in foreign currencies
Foreign securities

SDR holdings

Domestic securities

Loans to banks and other borrowers
Internal state debt

IMF quota contributions

Other financial assets

Total financial assets

The following table analyzes

31 December 2015:

36

Financial assets

Funds and deposits in foreign currencies
Foreign securities

SDR holdings

Domestic securities

Loans to banks and other borrowers
Internal state debt

IMF quota contributions

Other financial assets

Total financial assets

Related party transactions

Total

(in UAH millions)

49,703
275,329
73,546
394,454
35,456
2,002
73,538
617

904,645

financial assets by these measurement categories as at
Assets measured Assets measured
at fair value at amortized cost
3 49,700
275,329
- 73,546
505 393,949
- 35,456
- 2,002
- 73,538
— 617
275,837 628,808
financial assets by these measurement

Assets measured

Assets measured

at fair value at amortized cost
11 126,252
171,610
- 212
4,425 400,089
- 65,236
- 2,091
- 45,631
1,467 475
177,513 639,986

categories as at

Total

(in UAH millions)

126,263
171,610
212
404,514
65,236
2,091
45,631
1,942
817,499

For the purposes of these consolidated financial statements, parties are considered to be related if the
parties are under common control or one party has the ability to control the other party or can exercise
significant influence over the other party in making financial or operational decisions as defined by IAS 24
Related Party Disclosures. In considering each possible related party relationship, attention is paid to
the substance of the relationship, not merely the legal form. Related parties of the NBU include
the Government, state-controlled entities, key management personnel, etc.
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36 Related party transactions (continued)

In the normal course of business, the NBU enters into transactions with the related parties. Only
material transactions with related parties are provided in this Note. The outstanding balances at the year-end
are as follows:

2016 2015
Notes  Govern- Associates Other Govern-  Associates Other
ment and related  ment and related
state- parties state- parties
controlled controlled
entities entities

(in UAH millions)

Domestic securities 394,454 _ _ 404,514 _ _
Loans to banks and other
borrowers 25,618 - - 25,206 - -

Loans to Household Deposit

[ee]

Guarantee Fund 9 9,062 - - 9,700 - -
Provision for loans to banks and

other borrowers (10,322) _ _ (4,174) _ _
Internal state debt 2,002 - - 2,091 - -
Other assets 22 89 - 8 66 -
Accounts of banks 19,532 - - 7,322 - -
Accounts of government and other

institutions 14 45,837 358 2 42,546 352 5
Accounts of Household Deposit

Guarantee Fund 14 2,310 - - 8,344 - -
Liability on profit distribution to

the State Budget 19 44,379 - - 38,164 - -
Certificates of deposit issued by

the NBU 8,032 - - 31,748 - -
Other liabilities 22 - 5 - -

Other related parties include Corporate Non-State Pension Fund of the NBU.

The terms of balances presented in the table above were as follows:

Short-term loans to state-owned banks (included in the loans to banks and other borrowers in the table
above) as at 31 December 2016 bore contractual interest rates from 7.00% to 29.25% (31 December 2015:
from 7.00% to 21.50%); these loans were repayable in the period from 1 to 4 years (31 December 2015:
from 1 to 5 years);

Loans to Household Deposit Guarantee Fund as at 31 December 2016 and 2015 bore interest rate at
12.5 %;

Accounts of government and other institutions as at 31 December 2016 and 2015 were non-interest
bearing;

Accounts of Household Deposit Guarantee Fund bore interest rates of 6.62% as at 31 December 2016
(31 December 2015: 5.75%);

Balances of obligatory reserves transferred by state-owned banks to the NBU’s correspondent account
(included in accounts of banks in the table above) do not earn interest (31 December 2015: no interest was
accrued on balances of obligatory reserves transferred by state-owned banks to the NBU’s correspondent
account) (Note 13).

Terms of transactions with internal state debt and domestic securities are disclosed in the respective
notes.
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36 Related party transactions (continued)

Income and expense items from transactions with related parties were as follows:

2016 2015
Government Associates Other related  Government Associates  Other related
and state- parties and state- parties
controlled controlled
entities entities
(in UAH millions)
Interest income 53,251 - - 54,094 - -
Interest expense (3,079) - - (1,795) - -
Fee and commission
income 187 - - 142 - -
Other income 139 23 - 22 4 -
Staff costs - - 27) - - 36
Other expense 1) - - (46) (28) -
Net (decrease)/ increase
in provisions 6,147 - - (669) - -

In accordance with the Law of Ukraine On the National Bank of Ukraine, services to the State Treasury
of Ukraine are provided by the NBU free of charge.

In 2016, short-term benefits (salary) of key management personnel amounted to UAH 12.7 million,
including remuneration to members of the NBU Council: Chairperson of the NBU Council — UAH 349.7
thousand, each member of the Council — UAH 312.8 thousand (2015: short-term benefits (salary) of key
management personnel amounted to UAH 11.9 million). As at 31 December 2016, there were no outstanding
balance of loans to key management personnel (31 December 2015: UAH 1 million). Those loans are neither
past due nor impaired.

37  Subsequent events

Pursuant to Resolution of the Cabinet of Ministers of Ukraine No. 12-p dated 16 January 2017 On
the Transfer of Integral Property Complex of Polygraph Combine “Ukraina” for Securities’ Production t0
Management of the Ministry of Economic Development and Trade, the integral property complex of
Polygraph Combine “Ukraina” for Securities’ Production was transferred from management of the NBU to
management of the Ministry of Economic Development and Trade.

In April 2017, Ukraine received a tranche under the EFF program of the IMF in the amount equivalent
to SDR 734.05 million (UAH 27,062 million at the official exchange rate at the date of the transaction or
UAH 26,204 million at the IMF’s annual exchange), which was credited to the NBU’s account.

13 April 2017
City of Kyiv, Ukraine
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