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Independent auditor’s report 
 

To the shareholders and Board of Directors of Keremet Bank Open Joint Stock Company 

Opinion 

We have audited the financial statements of Keremet Bank Open Joint Stock Company (hereinafter – the Bank), which 

comprise the statement of financial position as of 31 December 2024, and the statement of profit and loss and other 

comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and notes to 

the financial statements, including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly in all material respects the financial position of the 

Bank as at 31 December 2024 and its financial performance and its 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 Financial Statements section of our 

report. We are independent in relation to the Bank in accordance with the ethical requirements that are relevant to our 

audit of the financial statements in the Kyrgyz Republic, and we have fulfilled our other ethical responsibilities in 

accordance with those ethical requirements. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 

Significant uncertainty about going concern 

We draw attention to Note 33 to the financial statements, which describes the impact of the effects of sanctions imposed 

by the U.S. Treasury Department. As a result of these sanctions, the Bank has now temporarily suspended the issuance of 

new loans and closed the accounts of correspondent banks. These and other circumstances set out in Note 33 indicate the 

existence of material uncertainties that could raise significant doubts about the Bank's ability to continue as a going concern. 

We do not express a modified opinion on this issue. 

Key Audit Matters  

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial 

statements of the current period. These matters were addressed in the context of our audit of the financial statements as a 

whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

Allowance for expected credit losses 

Note 3 of the financial statements discloses accounting policies and Note 28 discloses credit risk analysis. 

The allowance for expected credit losses has been considered a key audit matter due to the significance of the loans as well 

as the subjectivity of the assumptions underlying the impairment assessment. The application of different judgements and 

assumptions could result in significant differences in the results of the allowance for expected credit losses, which could 

have a material impact on the Bank's financial results. 

Key areas of judgment included: the assessment of the business model within which the assets are held, the assessment of 

whether the contractual terms of the financial asset are solely payments of principal and interest on the principal amount 

outstanding, the interpretation of the requirements to determine impairment under application of IFRS 9, which is reflected 

in the Bank’s expected credit loss model, the identification of exposures with a significant deterioration in credit quality, 

assumptions used in the expected credit loss model such as the financial condition of the counterparty, expected future 

cash flows and forward looking macroeconomic factors and the need to apply additional overlays to reflect current or 

future external factors that are not appropriately captured by the expected credit loss model. 

With regard to the classification and measurement of financial assets and financial liabilities, our audit procedures included 

the following; 



 

 

- We reviewed the classification and measurement of the Bank's financial assets and financial liabilities policies based on 

IFRS 9 and compared them with the requirements of IFRS 9; 

- We assessed the design and tested the operational effectiveness of appropriate controls over the data used to determine 

the allowance for impairment, including transactional data obtained at loan origination, current internal credit quality 

assessments, other data related to the expected credit loss model; 

- We assessed the design and operational effectiveness of appropriate controls over the expected credit loss model, 

including model construction and validation, ongoing monitoring/validation of model management and mathematical 

accuracy; 

- We tested the appropriateness of the Bank's definition of a significant increase in credit risk and the basis for categorising 

exposures into different stages; 

- For the forecast assumptions used by the Bank's management in their ECL calculations, we held discussions with 

management and validated the assumptions using publicly available information about macroeconomical indicators in the 

Kyrgyz Republic; 

- We verified the completeness of loans, investment securities, deposits and funds in other financial institutions included 

in the ECL calculations as at 31 December 2024;  

- We understood the theoretical soundness and tested the mathematical integrity of the models; 

- We verified the correctness of the opening balance sheet adjustments; 

- We assessed the accuracy of the disclosures in the financial statements. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRSs, 

and for such internal control as management determines is necessary to enable the preparation of financial statements that 

are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as a going 

concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 

management either intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do so. 

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

Responsibilities of Auditor for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 

misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 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 financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism 

throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design 

and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 

provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for 

one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate 

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 

disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit 

evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt 

on the Bank’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required 

to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 

inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 

auditor’s report. However, future events or conditions may cause the Bank to cease to continue as a going concern. 
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STATEMENT OF CASH FLOWS  

For the year ended 31 December 2024 

(in thousands of Kyrgyz Som) 

The accompanying notes 1-33 are an integral part of these financial statements. 4 

 Notes 2024 2023 

    
Cash flows from operating activities    
Interest received    1,464,702  1,280,712 
Interest paid   (309,717) (296,625) 
Fees and commissions received   174,899  186,602 
Fees and commissions paid   (143,081) (135,642) 
Realised gains less losses  
from foreign currency transactions  196,751    84,795 
Realised gains less losses from financial instruments at fair value 

through profit or loss  6,460    17,954 
Administrative and other operating expenses paid  (724,103)  (514,718) 
Other operating income received  9,469 15,964 

Cash flows from operating activities before changes in 
operating assets and liabilities  675,380  639,042 

    
Net change in operating assets and liabilities    
Amounts due from banks and other financial institutions   (8,863) 3,208 
Loans to customers   16,096  (472,944) 
Assets held for sale    335,906  29,176 
Other assets   (213,853) 66,854 
Amounts due to financial institutions   (1,036) (51,689) 
Amounts due to customers   1,062,631  43,332 
Derivative financial liabilities   (10,042) (14,263) 
Other liabilities   (18,076) (81,034) 

Net cash flows from operating activities before income tax  1,838,143  161,682 
    
Income tax paid  − − 

Net cash flows from / (used in) operating activities  1,838,143  161,682 

    
Cash flows from investing activities    
Purchase of investment securities  (1,768,655) (20,000) 
Proceeds from sale and redemption of investment securities  1,042,705 − 
Acquisition of property and equipment and intangible assets    385   (42,714) 
Proceeds from sale of property and equipment  174 56 

Net cash used in investing activities  (725,391)  (62,658) 
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