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Independent Auditor's opinion

To shareholdets and the Supervisory Boatd of <<Microcteditbanlo> JSCB

Opinion

We have audited the financial statements ofJoint-stock Commercial Bank "Mictocteditbank" (heteinafter
referred to as the "Bank'), which consist of the statement of financial position as at 3\ December 2019,

and the statement of profit and loss and other comprehensive income, the statement of changes in equity

and the statement of cash flows fot the year ended on the specified date and the notes to the financial

statements, including a sunrmary of key accounting policies.

In our opinion, the accompanying ltnancial statements present fafuly in all material respects the {inancial

position of the Bank as at 31 December 201.9, as well as its financial results and cash flows for the year

ended on that date, in accordance with Intetnational Financial Reporting Standatds (IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Out
responsrbilitres in accordance with these standards ate described futther in the section "Auditot's
responsibility fot auditing flnancial statements" of our opinion. 'We ate independent of the Bank in
accordance with the ethical requirements that are relevant to our audit of the schedule in the Code of
Ethics of Professional Accountants of the Intetnational Ethics Standards Board for Accountants

(PAIESB Code) and ethical requirements applicable to our audit of the financial statements in the

Republic of Uzbekistan, and we have fulfilled our ethical tesponsibilities in accordance with these

requirements. We believe that the audit evidence we have obtained is sufficient and apptopriate to provide

a basis fot our optnion.

Key audit mdtters

I(ey audit matters are matters that, in our professional judgment, were the most significant fot out audit of
the financial statements for the current pedod. These issues wete considered in the context of out audit of
the financial statements as a whole and in the formation of our opinion on these statements, and we do

not express a seParate opinion on these issues.

Qurllty manls6m.ni.yalen
rso s01

to 15 too 744
Member of Grant Thornton International
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Key audit ffidtters Wbat awdit procedwres barse been performed
regarding the key awdit matters?

Prooision for credit losses on loans to customers, as well as on credit commitments

Due to the material-ity of the provision for credit
losses on loans to clrstomers and ctedit
commitments for the financial position of the
Bank, as well as to the complexity and necessity of
applylng judgments in estimating expected credit
losses in accordance with the nerv IFRS 9

"Financial Instruments" standatd this issue is one
of the key audit mattets.

It is necessarlr to apply judgment to determine a

significant inctease of credit risk ftom the date of
initiai recognition, both on an individual and on a

portfolio basis, as well as fot the calculation of
expected credit losses. The assessment of the
increase in ctedit risk is based on the relative
change in credit tatings, the duration of ovetdue
debts and othet objective and subjective factors.
The choice of thresholds at which an increase of
credit risk is tecognized as significant, such as the
magnitude of deterioration in a credit rating, is also

subjective.

The calculation of expected credit losses includes
valuation techniques that use signiflcant
unobserwable input data and factots, such as

internal credit ratings, as well as comprehensive
statistical modeling and expert judgment. Tl-rese

methods ate used to determine the probability of
default based on available historical data and
extetnal infotmation.

An analysis of financial and non-financial
infotmation and the widespread use of
assumptions are required to calculate expected
credit losses for significant financial assets that
have been individually impared by credrt. The
estimation of futr:te cash flows is based on such

significant unobserwable initial data as the cuttent
and forecast f,tnancial indicatots of the bortower,
the value of collateral and an assessment of the
likelihood of possible scenarios. The use of othet
modeling techniques, assumptions and forecasts
may lead to significantly di66.t"t , estimates of the
ptovision for expected credit losses.

Information on the provision for expected ctedit
losses on loans to customers and ctedit
commitments is presented in Notes 10, 18 and 30

to the financial statements.

In tl-re process of our audit, we paid special
attention to the following: assessment of ctedit
risk models and assumptions used to determine
key parameters fot provisioning and expected
credit losses on a portfolio; assessment of
management's judgments regarding the
identification of a significant inctease of ctedit
risk on both of an individual and portfolio basis,

using quantitative and qualitative criteta; testing
of expected fuhlte cash florvs, including cash

flows from collatetal, in tespect of signif,tcant
loans to clrstomers and credit commitments.

Our audit procedures included an assessment of
the expected credit loss calculation methodology
developed by the Bank in accotdance with ItrRS
9 to assess loan impairmeflt provisions for loans

to customers and credit commitments. We
evaluated the reasonableness of credit risk
factors and thresholds selected by management
to determine a significant inctease of credit risk
on an individual and portfolio basis. We
assessed the consistency in applying the criteda
selected by management at the reporting date.

\,X{hen testing the impairment calculated on a
portfolio basis, we aoalyzed the undetlyrng
statistical models, key inputs and assumptions,
as well as the forwardJooking information used

in the calculation of expected credit losses. For
the selected material loans, we conducted an

audit ofinternal credit ratings, credit tisk factors
and classiflcauon by stages. In collaboration
with vaiuation specialists, we analyzed
assumptions about future cash flows for selected

material corporate loans, including the value of
the collateral and the likel,ihood of possible
scenatios. 'We reviewed the results of the Bank's
subsequent testing of the models used for the
purposes ofIFRS 9.
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Valuation of loans and adaances to custonters at fair aalue tbrough profit or loss

N7e focused on this issue in connection with the

mateliality of the amount and the subjecuve nature
of the assessment of loans and advances to
customers, measuted at fait value through prof,tt or
1os s.

The fat value of these loans is estimated using
complex valuation models that use data that are

not obserwable on the matket, including data that
reflect the credit quality of customers, interest rate
cllrves, and volatility.

Note 10 and 30 to the financial statements provide
details of the measurement of loans and advances

to customers at fair value through profit or loss.

During our audit, we paid special attention to
the assessment of the key methodologies,
formulas and source of information r-rsed by the
Bank for evaluation, for their compl.i.ance with
the requirements of IFRS.

We tested models for evaluating out selected

loans. Our work included an assessment of
rvhethet the models and the data used ate

acceptable, the repetition of individual
calculations, as well as various analyfis2l 2n61

other procedures.

Otber information

Management is responsible for other information. Other infotmation includes information contained in
the annual report, but does not include the financial statements and out audit report about it.

Our view of the financial statements does not apply to other information, and we will not provide
conclusion with assurance of any fotm regarding this information.

In a vierv of conducting our audit of the financial statements, our responsibility is to review other
information and consider whether there are significant disctepancies between other information and the

financial statements or our knowledge gained duting the audit and whether other information contains

other signi fi car t distortion.

If, based on the work we have carried out, we conclude that other information contains a material
misstatement, we must report this fact.

Responsibility of tbe Management and Tbose Cbarged with Corpordte Gooernance for tbe
Financial Statements

Management is tesponsible for the preparation and fat presentation of flnancial statements in accordance
with IFRS and for such internal control system as management determines is necessary to enable the

preparation of the financial statements that is free from material misstatements, due to ftaud or errors.

In preparing the hnancial statements, management is responsible for assessing the ability of the Bank to
continue as a going concern, disclosing, as applicable, matters relating to going colrcern and using the

going concern basis of accounting unless management eithet intends to liquidate the Bank or to cease

operations, ot has no tealistic altetnative but to do so.

The management and those charged witl-r governance are responsibie fot overseeing the preparation of the
financial statements of the Bank.

Awditor's responsibility for auditing financial stdtenxents

Our objectives are to obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to fraud or error, and to issue an auditot's report that includes our
opinion. Reasonable assurance is a high leve1 of assurance, but is not a guarantee that an audit conducted
in accordance with ISA will always detect a matetial misstatement when it exists. Misstatemeflts can arise

from fraud or error and are considered material if, indrvidually ot on 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 condtrcted in accordance with Intemational Standards on Audrring, we apply
ptofessional judgment to retain professional skepticism throughout the audit. In addition, we perform the
following:
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o identr& and assess the risks of matetial misstatement of financial statements due to ftaud or error;

develop and conduct audit procedures in response to these risks; we obtain audit evidence that is

sufficient and appropriate to serve as a basis for expressing our opinion. The risk of non-detection of
material as a result of unfair acts is higher than the risk of not detecting a significant distottion as a

result of an error, since unfair acts may include conspiracy, fraud, intentional omission,

misreptesentation of information or actions bypasstng the internal conttol system;

o get an understanding of the internal control system that is relevant to the audit, in otder to develop

audit procedures that are appropdate for the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Bank's intetnal conttol system;

. assess the proper nature of the accounting policies applied and the reasonableness of accounting
estimates and the corresponding disclosure of information ptepated by management;

o make a conclusion about the legitimacy of management's use of the assumption of business continuity,

and on the basis of the obtained audit evidence - the conclusion whether there is a significant
uncertainty in connection with events or conditions that may raise significant doubts in the ability of
the Bank to continue its business continuously. If we conclude that there is significant uncertainty, we

must draw attention to our disclosure in the financial statements, ot, if such disclosure is inappropdate,

modify our opinion. Our conclusions are based on the audit evidence received before the date of our
audit report. However, future events or conditions may lead to tire Bank losrng the ability to continue
its business continuously;

. assess the presentation of the financial statements in general, its structure and content, including
disclosute of information, as well as whether the financial statements present the underlying operations

and events in a manner that ensures their teliable representation;

o obtain sufficient appropriate audit evidence relating to the financial information of the organization ot
activities within the Bank in otder to express an opinion on the financial statements. We are

responsible for the management, control and conduct of the Bank's audit. We remain fully responsibie

for our audit opinion.

We collaborate with persons responsible for corporate govetnance, including, among other things,

information on tl-re planned scope and timrng of the audit, as well as significant comments on the audit
results, including significant deficiencies in the internal control system that we identiSz in the course of the

audit.

We also provide the Management and those tesponsible fot cotpofate govefnance with a statement that

we have complied with all relevant ethical requitements regarding independence and informed these

individuals about all relationships and other issues that can teasonably be considered to affect the

independence of the auditot. And if it is tequired - on appropriate precautions.

From those questions that we brought to the attention of the Management and to those responsible for
corporate governance, we identi$, issues that were most essential to the audit of the financial statements

for the current petiod and, therefore, ate considered as key audit issues. We describe these issues in our
audit report, except when public disclosure of infotmation on these matters is prohrbited by law ot
regulation. In extremely rare cases, we conclude that information on any matter should not be

communicated in our report, since it can be reasonably asstrmed that the negative consequences of
communicating such information will the socially significant benefits.

Shoodil Nositov
Partner
Auditor's qualification barrks No. 13 / 1, dated 24 July 201 7, issued by the Centtal Bank

of the Republic of

29 Aptil2020
Tashkent, Uzbekistan

, lZC
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Statement of frnancial position

5
(in thousands UZS)

31 December 31 December
20,19 2018Notes

Assefs
Cash and cash equivalents

Mandatory reserves in CBU

Due from other banks

Loans and advances to customers

I nvestment financial assets

Deferred tax asset

Fixed assets and intangible assets

Other assets

7

o

9

10

11

12

13

407 355224
43 446 340

258 034 763

4 466 349 536

117 112381

258 212 227

21 018602

255 393 830

26 845 096

B 982 014

2393 567 871

341 924

30 585 965

218 400 503

B 802 797

Total assets 5 571 529 073 2942920 000

Liabilities
Due to other banks

Customer deposits

Debt Securities lssued

Other borrowed funds

Deferred tax liabilities

Other liabilities

14

15

16

17

24

18

"l 255 550 58'1

1 378 972 456

106 171 952

1 112653 119

B 657 163

49 509 128

287 062340
1 060 415 607

83 087 259

765 094 446

27 856947

23 281 98',1

Total liabilities 3 911 514 399 2246798 580

Equity
Share capital

Retained earnings and funds

19 '1 642 009 001

1 8 005 673

694 465 804

1 655 616

Total equity 1 660 014 674 696 121 420

Total liabilities and equity 5571 529073 2942920000

Approved and signed on behalf of the management of the Bank:

trsJi{/$l!/- --i(o:/

\a
l+-llx

(F"fl,).A.
n of the

29 4pn12020

Taylakov

The notet ot pages.fron l0 to Tl are an ifiegra/part oJ lhesefnancial statetzents.
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6
uzs)

Statement of profit and loss

income
and other comprehensive

For the year For the year
Notes ended 31 ended 31

December 2019 December 2018

Continuing activities
lnterest income calculated at the effective interest rate
Other interest income 20
lnierest expense calculated at the effective interest rate 20
Other interest expenses 20

20 498 950 019 311 068 098
143786 462 82730 148

(193 253 453) (107 486 036)
(88 185 569) (43771 193)

Net interest income

Provisions for credit losses on debt financial assets

Net income / (expense) from initial recognition of financial
instruments and loan modifications

7,9,1 0,1 1

361 297 459 242 541 017

(62764 302) (15 644 852)

(15627 078) 5 560 979

Net interest income after provision for credit losses 282 906 079 232457 144

Commission income
Commission expense

Net income / (expense) from operations in foreign currency and from
revaluation of foreign currency

Recovery / (creation) of a provision for credit losses on credit related '18

commitments
Provisions for other assets

Other operating income

21

21

75 550 772
(28 283 908)

(14 581 196)

(6 678 408)

(2 810 753)

7 291 870

54 071 321

(16 725 314)

(13 141 630)

5 560 979

(4 066 7e4)

7 331 04622

Administrative and other operating expenses 23 (282 505 392) (244 109 485)

lncome before tax

lncome tax expense 24

30 889 064

(14 510 171)

21 377 267

(6 470 770)

Net income for the year 16 378 893 14 906 497

Other comprehe nsive income

Total comprehensive income for the year 16 378 893 14 905 497

Approved and signed on behalf of the management of the Bank:

6sr@
\elr-
le^

(F":1,

,*-t1

Tbe rute.r on f>ages fron 1 0 to 71 arc an iilegul part o.f these financial $aternents.

Taylakov
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Statement of changes in equity

7
(in thousands UZS)

Share capitat *""'*H;'[:13: rotat capitat

Balance as at 1 January 2018 593 032 833 (13 250 881) 579 781 952

Net income for the year
rncome

Total comprehensive income for the period

14 906 497 14 906 497

14 906 497 14 906 497

Share capital increase 101 432 971 - 101 432 971

Net income for the year 1 6 378 893 16 378 893
Other
Total comprehensive income for the period 16 378 893

Share capital increase 947 543 197 - 947 543 157
Dividends declared on preferred shares (28 836) (28 836)

Balance as at 31 December 2019 1 642 009 001 18 005 673 1 660 014 674

Approved and signed on behalf of the management of the Bank:

Tavlakov I.R
Chairman of the

29 Apr1l2020

6:.'rout{a,rt'--x

;\"--- ..-.-'q1& 
,r'.+-r\ u4w

T'henotesonpagesfro* l0to71 are anintegtalpartoJ'thuertnant'ialstatetnents.



( Microcreditbank, J SCB
Financial statementsforthe year ended 31 December2019

Statement of cash flow

8
(in thousands UZS)

For the year For the year
ended 31 ended 31

December 2019 December 2018

Cash flow from operating activities
lnterest received

lnterest paid

Commissions received

Commissions paid

Net income from operations in foreign currency

Other operating income

Staff costs

Administrative and other operating expenses

lncome tax paid

600 516 640
(278 450 918)

75 538729
(28 282 315)
(14 581 196)

7 291 870
(1 96 640 91 7)

(89 240 897)
(216 430)

389 069 804
(147 364 104)

55 152 564
('t6 725 314\

13 141 630

12 892 025
(149 848 958)

(72 584 497)
(3'.t77 708)

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

Net (increase) / decrease in operating assets

Mandatory reserves in CBU

Due from other banks

Loans and advances to customers

Other assets

Net increase / (decrease) in operating liabilities

Due to other banks

Customer deposits

Other liabilities

75 934 566

(16 601 244)
(249 052 749)

(2072781 665)
(12 215 805)

968 488 241

318 556 849

26227 147

80 555 442

56 654 713
(8 557 665)

(1 261 749 615)
(4 135 701)

273 887 691

89 061 315

12 646 667

Net cash flow from operating activities

Cash flows from investing activities
Purchase of investment securities
Repayment of investment secu rities

Acquisition of fixed assets and intangible assets

Revenues from sale of fixed assets

Dividends received

(961 444 660) (761 637 153)

(1 17 350 949)

(55 399 301)

755 653
81 945

(13 319 272)

I 174 546
30 701

(171 912 652) ('t2113 6251
Net cash flows from investing activities

ThenolesonpagesJrottl0toTl areanintegralpartof thesefnaarialstatetrunts.
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9
(in thousands UZS)

For the year For the year
ended 31 ended 31

December 2019 December 2018

Statement of cash flow (Continuation)

Cash flows from financing activities
Proceeds from the issue of shares

Debt Securities lssued

Repayment of debt securities

Getting other borrowed funds
Repayment of other bonowed funds

947 543 197

(50 500 000)

27 300 000

974 666 627
(656 7e2 138)

101 432971
67 331 000

(52 254 357)
752 223 981

(128 81 1 573)

Dvidends paid ( 147)

Net cash flows from financing activities 1 242216 539 739 922 022

The effect ofchanges in exchange rates on cash and cash equivalents 37 564 172 2 494 814

Net change in cash and cash equivalents 146 423 399 (31 333 942)

cash and cash equivalents at the beginning of the reporting year 257 831 974 289 165 916

Cash and cash equivalents at the end of the reporting year 404 255 373 257 831 974

'Ihe balance of cash and cash equivalents at the end of the period minus the provision for expected
credit losses, see note 7.

Approved and stgned on behalf of the management of the Bank:

ry48

*1-\El$\f, lon
d\ --f -/s7r\ 1;,r\*r<$

o' * ry\L r

The notes on pagesfron /0 to 7l arc an integnlpat o-f thevJ)nancial .tlatements.
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Notes to the {tnanctal statements

1 Primary activity

The Bank was registered in May 2006 in accotdance with the Decree of the President of the Repubhc of
Uzbekistan on the basis of the formerJoint-Stock Commercial Bank Tadbirkor. The Bank was tegisteted
in the Republ-rc of Uzbekistan in order to promote the development of small business, private
entrepreneutship and fatming, family business, especially in otdet to further expand the provision of
financial resoluces by providrng access to microfinance sefi/ices to wide sections of the population,
especially in rural ateas. The main owner of the Bank is the Government of the Republic of Uzbekistan,
thtough the Ministry of Finance of the Republic of Uzbekistan.

The Bank is registeted in the Republic of Uzbekistan to carry out banking activities in accordance with
tl-re updated banking license No. 37 dated October 21.,20L7, issued by the Central Bank of the Republic
of Uzbekistan (hereinafter - "CBU").

The main acuvity of the Bank is the implementation of commetcial banking operations, operations with
securities, foreign currency, the provision of loans and guarantees. The Bank accepts deposits from the
population and issues loans, makes payments on the terdtory of the Republ-ic of Uzbekistan and abroad,
and also provides othet banking services to legal entities and individuals.

Tl-re Bank participates in the state deposit insutance program, approved by the Law of the Republic of
Uzbekistan No. 360-II "On the Guarantee of Protection of Citizens' Deposits witl-r Banks" dated April
5,2002,which guarantees paymentof 100o/o reimbursement on deposits, regardless of the deposit amount
in case of withdrawal of a license from the bank.

As at December 31, 201,9,the Bank carries out banking activities through the Head Office and has 71

branches in the Republic of Uzbekrstan (December 31, 2018: B0 branches).

The legal and actual address of the Bank's Head Office: 100096, Republic of Uzbekistan, Tashkent city,
Lutfiy street, house 14.

The total number of employees of the Bank as of December 31,, 2019 amounted to 2,797 people
(December 31, 2018: 2,835 people).

The sffucture of the Bank's shareholders is presented in the table below:

Shareholders

31 December
2019

Share (%)

10
(in thousands UZS)

31 December
2018

Share (%)

Fund for Reconstruction and Development of the Republii of Uzbekistan
Agency for State Assets Management of the Republic of Uzbekistan
Ministry of Finance of the Republic of Uzbekistan
Shareholders holdinq less than 1% of the Bank's share capital

51,2
41 ,4

5,2
2.2

34,9

59,3
5.8

Total shareholders 100,0 100,0

2 The economic environment in which the bank operates

The economy of the Republic of Uzbekistan continues to show some featutes of developing market. The
government develops the legislative, tax and tegulatory framewotk necessary in a matket economy, and
undertakes significant economic and social changes. Further economic development of the Republic of
Uzbekistan mostly depends on the effectiveness of economic measures, financial mechanisms and
monetary policy adopted by the Govetnment, as rvell as the development of the tax, regulatory and
pol-itical system.

As reform process has not yet been completed, operations cattied out in Uzbekistan ate fraught with
risks, which is not tlpical fot economically developed countties. Among them, in patticulat, the non-
convettibility of UZS in most countries outside the Republic of Uzbekistan, low ievel of l-rquidity in the
debt secutities marLet and the capital matket, as well as continuing inflation.
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1',l
(in thousands UZS)

In 2019, the Govetnment caruied out work to futthet strengthen liquidity and inrease the stability of the

country's financial and bankrng system. As a result, the total capttal of commetcial banks on 1 January
2020 reached 52.4 tlllion. UZS (2019:26.6 tnllronuzs).

According to the decision of the Central Bank of Uzbekistan, fuom 28 Jone 2017, the refinancing rate

increased from 9 percent to 14 percent and from 25 September 201.8 to 16 petcent'

The state of the econorny of the Republic of Uzbekistan is characte rized as relative inflation rates. During
2019, the inflation rate was 1,5.2 percent (in 2018: 14.3 percent).

Tlre d)rnamics of GDP temain in the positive zofle, and GDP growth in 201,9 amounted to 5.5 petcent
compared to 201,8, while in 2018 GDP growth amounted to 5.1 percent.

In December 20L8, the Republic of Uzbekistan for the ftst time received a sovereign credit rating. In
2019,Fitch and Standard & Poor's afftmed, both assigned the country a long-tetm issuer rating of the

"BB-". The rating outlook is stable.

The Agency "Moody's" fot the fust time assigned the Repr-rblic of Uzbekistan a long-term sovereign
tating at the "B1" level, with a stable outlook (trebruary 2019).

Principles of presentation of financial statement

3.1 Applicable standards

The accompanying financial statements have been prepared in accotdance with the requitements of
International Financial Reporung Standards ("IFRS'), approved by the International Accounting
Standards Committee ("IASC') based on historical cost accounting rules, adjusted for initral recognition
of llnancial instruments at fafu value and measured at fat value through pro{it or loss and at fair value

through other comprehensive income. The accounting polictes used in the preparation of these financial
statements are presented below.

The Bank maintains records in accordance with the requitements of the current legislation of the Republic
of Uzbekistan. These financial statements have been ptepared based on these accotrnts with the
adjustments necessary to bnng it in compliance with ItrRS in all matedal respects.

3.2 Functional and presentation currency

The nationai cutrency of the Republic of Uzbeldstan is the "Uzbek soum" (hereinafter - UZS). The Uzbek
solrm was chosen as the ftrnctional curtency, as well as the currency tn which these financial statements

are presented.

All financial statements have been rounded to the nearest thousand.

3.3 Currency operations

Foreign cutencies, especially the US dollat (USD) and the F,uto, play a significant tole in detetmining the
economic parameters of many business transactions in the Republic of Uzbekistan. The table below
shows the rates of Uzbek soum against the US dollat and Euro, established by tl-re Central Bank of
Uzbekistan:

31 December 2019

31 December2018

I 507,56

8 339,55

10 624,70

I479,57
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lmportant assessment and professional judgement

The preparation of financial statements in accordance with IFRS requires management to apply
judgments, assumptions and estimations that affect the application of accounting policies and the

recognition of assets and liabilities, income and expenses in the financial statements. To determine the

carryrng amount of assets and liabilities, estimated values and associated assumptions based on historical
experience and other applicable factots are necessary. Despite the fact that the estimated values based on
the most complete knowledge of the management of the current situation; the actual results may
r,rltimately diffet significantly from the accepted estimates.

The Bank mahes estimates and assumptions that affect the amounts of assets and liabiltties recorded in
the financial statements in the next financial year. Estimations and assumptions continually analyzed based

on lnanagement expetience and othet factots, including expectations regatding future events that
management believes are reasonable in the light of current cilcumstances. Management also uses

professional judgment and evaluation in the process of applying accounting policies. The ptofessional
judgment that has the most signif,tcant effect on the amounts recognized in the financial statements and
the estimates that may result in significant adjustments to the carrying amount of assets and liabiliues
during the next ltnancial year include:

Going concern

These financial statements reflect the current management's assessmeflt of the Bank of impacts that affect
the operations and financial position of the Bank. The future development of the economy of the
Republic of Uzbekistan largely depends on tl-re effectiveness of the measures taken by the Government
of the Republic of Uzbekistan and other factors, including legrslauve and political events, which are not
controiled by the Bank. The Bank's management is not in a position to predict the impact of these factors

on the financial condition in the future. The accompanying financial statements did not include
adjustments related to this tisk.

C I a ssifi c ati o n of fin a nci al a ss e ts

An assessment of business models that apply to assets, and an assessment of whether the contractual
terms of a {tnancial asset are solely a payment of ptincipal and interest on principal, is disclosed in Note
6.

Medsurement of estimated reserae for expected credit losses

Measurement of the estimated resele for expected credit losses for financial assets measured at amortized
cost and fair value through other comprehensive income (trVTOCD is an area that teqtrires complex
models and sigrificant assumptions about future economic conditions and credit behavior (for example,
probability of default of counterparties and losses arising). A number of significant judgments are also

required when applyrng accounting requirements to measure expected credit losses, such as:

o Defining criteria for a significant increase in credit risk;
o Selection of suitable models and assumptions for measuting expected credit losses;

o Determining the nr-rmber and telative weights of possible futute scenarios for each type of
ptoduct/matket and the corresponding expected ctedit losses;

o Creation of groups of similar financial assets for estimating expected credit losses. The number
of factors is influencing to the estimation of reserwes fot credit losses on flnancial instnrments.
These factors are set out below;

o Remittances and the coresponding estimate of the ptovision for credit losses between stage 1

(12-months expected credit losses) and 2 (expected credit losses fot the entire l-ife span -
unimpaited assets), or stage 3, due to the fact that the balances expetienced a significant inctease
(ot dectease) in credit risk within one Stage. Another reason is depteciation during the period
with a consequent inctease (or decrease) from expected credit losses for 12 months to expected
ctedit losses for the entire l-ife;

o Creation of additional estimated (eselves for newly recognized or purchased financial instruments
during the period, as well as theil recovery in respect of financial instruments whose recognition
has been discontinued during the period;
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o The effect on the estimate of expected ctedit iosses of changes in indicatots of the ptobability of
default, debt at the trme of default and loss in case of default during the period resulting from
regular updating of the initial data of the models;

o The effect on changes in claims on contractual intetest on the estimate of expected credit losses,

taking into account the effect of time since expected credit losses are estimated on the basis of
the current present value;

o Financial assets that were de-recognized during the penod and write off ,/ restore of the estimated

reselves relating to assets that wete written off / restored during tire period;
r Sale of subsidiaries and teclassification into assets fot discontinued operations and assets held fot

sale;

o The impact of changes in exchange tates when recalcuiating assets denominated in foreign
currency and othet movements.

Information on input data, assumptions, valuation trethods and judgments used in measuting expected
credit losses is described in detail in Notes 6 and 30.

Definitions of terms related to the estimated expected credit losses are given in Note 30.

Fair aalue of financial instrwments

The fair value of financial instruments for which there is no quotation in an active market is determined
using various valuation techniques. If valuation techniques are used to determine the fair value (for
example, models), they are approved and tegulady teviewed by qualified staff independent of the

department/unit using these techniques. All models ate cettified before they ate used; models ate also

adjusted to teflect actual and compatative market prices. In the ftamework of the petmissible model, only
obseryable data are used, however, such areas as credit risk (both own and countetparty risk), variability
and correlation require management to make estimates. Changes in the assumptions related to these

factors may affect the fair value recorded in the financial statements. See note 28.

Assets in tlte form of rights of use and lease obligations

Starting 1 January 2019, a lease is recognized as an asset in the form of a dght of use and a corresponding
liability on the date the ieased asset is available for use by the Bank. Each rental payment is allocated

between the liability and financial expenses. Finance costs are recognized in profit or loss ovet the lease

term to eflsure a constant pedodic interest rate on the remaining lease Liability fot each period. An asset

in the form of a dght of use is amortized on a straight-iine basis ovet the shorter of the terms, useful life
of the asset and the iease tetm.

Assets in the form of a right of use are disclosed in the line "Fixed assets and assets in the fotm of a right
of use" in the statement of financial position, lease obl-igations are disclosed in the line "Other liabilities"
in the statement of financial position. Finance expenses are disclosed in the line "Intetest expense

calculated at the effective interest rate" in the .income statement, depreciation of assets in the forrn of
tight of use is disclosed in the line "Personnel expenses and admtnistrative expenses" in the income
statement. The total cash outflow from lease obJigations is disclosed in the section "Cash from financing
activities" in the cash flow statement.

Assets and habiliues arising from leases ate initially measuted at current present value. Lease obl-igations
include the net present value of the following lease payments:

o fixed payments (including direct fixed payments), net of any incentive lease payments receivable
on a canceled and non-cancellable operating lease;

o variable tental payments, which depend on the price index or interest rate;

r Arnounts that are expected to be paid b), th. lessee under liquidation value guarantees;

o the exercise ptice of the purchase option, if the lessee has sufficient confidence in the exercise of
tl-ris option;

r the payment of penalties fot eatly tetmination of the lease, if the lease tetm teflects the tenant's

potential exercise of the option to terminate the lease ahead of time.

Lease payments are discounted using the lessee's intetest rate on taisrng additronal botowed funds, which
is the tate that the lessee will have to pay in order to taise the funds necessary to obtain an asset of a

similar value in a similar economic environment with sirnilar conditions.
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Assets in the form of a tlght of use are measlrred at historical cost, which includes the following
components:

o the amount of the initial vaiue of the lease ob)igatton;
. zr\y lease payments made on or befote the date the lease begins, minus any incentive lease

payments received;
. afly initial direct costs incurred by the lessee and

o estimated recovery costs.

Payments related to shott-term leases and leases of low-value assets are recognized evenly as expeuses in
profit or loss. A short-term lease is a lease with a rental period of twelve months or less.

Transition to new or revised standards and interpretations

IFRS 16 oLedses,

The Bank has applied ItrRS 16 <<Leases>, issued on 13 January 2016, from the date 1 January 201,9.

The new standatd defines the principles for recognition, measurement, ptesentation and disclosure of
information in relation to rental ttansactions. All leases result in the tenant receiving the lght to use the

asset from the moment the lease begins, as well as in obtaining flnancing if lease payments are made over
a period of time. In accordance with thrs, IFRS 16 cancels the classification of leases as operating or
financial in accordance with IAS 17 and instead introduces a single lease accounting model for tenants.

The Bank applied this standard using a modrfied tetrospective method, without recounting comparative
indicators. The Bank recognized assets in the form of a tght of use in the amount of 16 828 582 thousand
UZS, as well as the corresponding lease Liability as at 1 January 201,9. The reconciliation of operating lease

contractual obLigations with a recognized lease obligation under IF'RS 16 is presented below:

1 January 2019

Operating lease payments

Adjustment to the amount of lease payments:

Practical exception: short term lease
Practical exception: underlying low value asset

15 880 969

947 613

Future lease payments accepted for the purpose of IFRS 1 6 16 828 582

The effect of applying discounts (10277 439)

Lease obligations under IFRS 16 6 551 143

The amount of previously paid advances and non-refundable guarantee deposits under contracts

Assets in the form of right of use in accordance with IFRS 16 6 551 143

The following amendments to the standards became applicable for the Bank starting'1, Janwary 2019,bvt
did not have a significant impact on the Bank:

o IFRIC 23 "IJncefiainty in the recognition of income tax" (issued on 7 Jone 2017 and effective
fot annual periods beginning on ot aftet l January 201,9).

o Amendments to IAS 28 "Long-term Interests in Associates and Joint Ventures" (issued on 12

October 201,7 and effective fot annual periods beginning on ot aftet l January 201,9).

o Amendments to IAS 19, Amendment, Reduction and Settlement of the Pension Plan (issued on
7 February 2018 and effective for annual periods beginning on ot after l January 2019).

o Annual Improvements to IFRS, 2015-201,7 - Amendments to IFRS 3, IFRS 11, IAS 12 and IAS
23 (issued on 12 December 201,7 and effective for annual pedods beginning on ot aftet l January
201e).
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Key principles of accounting policy

6.1 Standards that have been released but not effective yet

IFRS 17 "Insurdnce Contrdcts" (isswed 18 May 2017 and effectiae for annwal periods beginning
on or dfter 1 January 2021) IFPIS 17 supersedes IFRS 4, which allowed companies to apply existing

accounting practices. Conseqr-rently, it was difficult for investots to compare and conttast financial results

in other respects of similar insutance companies. IFRS 17 is a unified, principles-based accounting
standard for all types of insurance contracts, including teinsurance contracts held by the insurer.

Accordtng to thrs standard, the recognition and measurement of groups of insurance cofltracts should be

based or-r (t) the present value of future cash flows (casir flows for the performance of conttacts), adjusted

for risk, which takes into account a1l available information about cash flows fot the performance of
contracts coresponding to the obserwed matket information to wl-rich is added (if value is an obligation)
or frorr which is deducted (if value is an asset) (ii) the amount of retained earnings fot a group of contracts
(ser-vice margin under contracts). Insurers will reflect the ptofit from the gtoup of insurance conttacts fot
the period during which they provide insurance coverage, and as the risk is released. If a group of contracts
is or becomes unprofitable, the organizatton will immediately reflect the loss.

Amendments to IAS 28 "Long-term Interests in Associates dnd loint Venh4res" (issued on October
12, 2017 and effectiae for dnnudl periods beginning orx or after January 1, 2019). These

amendments clarrfy that reporting entities must apply IFRS 9 to long-term loans, pteference shates and
similar instruments that are pat of a net investment in an investee using the equity method before they
can reduce their carrying amount by the share of loss of the investee in excess of the investor's
participation in ordrnary shares.

Amendments to IFRS 3, "Definition of Business" (isswed on 22 October 2018 and sball enter into

force in reldtion to acqwire for annwal periods beginning on or after 1 Janwary 2020) These
amendments amend the definitron of a business. A business consists of contributions and significant
processes, which together form the abrl-ity to create returns. The new management includes a system to
determine the contribution and the essential process, including for companies in the eady stages of
development that have not yet received retLrrns. In the absence of tetutns, in order for the enterprise to
be considered a business, an otganized workforce must be present. The definition of the term "returit" is

nartowed to focus on the goods and services provided to customers, on the creation of investrnent-income
and othet income, while excluding the tesults in the form of lowet costs and othet economic benefits. In
addition, now it is no longet necessary to assess whethet market participants ate able to tepiace missing
elements ot integrate acquired activities and assets. An organization can apply a "concenttation test".
Acquired assets will not be considered a business if substantially all of the fair value of the acquired gross

assets is concentrated in one asset (or a group of similat assets).

Aruendments to IFRS (IAS) 1 and IFRS (IAS) S, Determination of Mdteridlity (isswed on 31

October 2018 and effectiae for annual periods beginning on or after 1 January 2020). These

amendments clarify the definition of materiality and the applicauon of this concept by including
recommendations by definition that were previously presented in otl-rer IFRS standards. In addition,
clariflcations to this def,rnition have been improved. The amendments also ensure consistency in the use

of tl-re deflnition of materiality in all IFRS standards. Information is consideted material if it is teasonably
expected that its omission, rnisrepresentation or difFrculty in understanding it may 2ffs.1 decisions made
by tire main users of general financial statements based on such flnancial statements that provide financial
information about a patticuiar tepoting entiry.

The Bank is cur:rently studying the provisions of these standards, their impact on the Bank and the timing
of their application.
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6.2 Fair value measurement

Fail value is the price that would have been received when the asset was sold or paid when the liability
was ttansferred in a normal ttansaction between matket participants at the valuation date in the main
market of, in the absence thereof, in the most profitable market to which the Bank has access to specified
date. The fafu value of a hability reflects the risk of default.

To the extent possible, the Bank estimates the fair value of the instrument using quoted prices fot this
instnrrnent in an active market. The matket is tecognized as active if the quotes are easily accessible and
reflect actual and tegular transactions between independent matket participants.

In the absence of cuttent quotations in an active market, the Bank r-rses valuation methods that make the
most of the obserwed baseline data and minimally use the unobservable baseline data. The selected
valuation methods include all factors that market patticipants would take into account in these

circumstances.

The best evidence of the fait value of a financial instrument upon iniual recognition is usually the
transaction price, that is, the fair value of the compensaaon paid or received. If the Bank determines that
the fair value at initial recogrition diffets from the ttansaction price and the fair value is not confirmed
by curent quotes in an active market for a similar asset or liability and is not based on valuation methods
that use only obserwable inputs, the financial instrument is initially measured at fair value adjusted to
postpone the recognition of the difference between the transaction price and the fair value. After initial
recognition, this diffetence is subject to amottization in ptoflt or loss or.er the life of the instrument, but
no later than the moment when the assessment is fully confirmed by observable inputs or when the
operation has been completed.

If the transaction price in the inactive market drffers from the fair value of current market transactions in
the obserwable market for the same instrument or is based on the valuation technique, the initial
parameters of which include only information from the obserwed markets, the BanL immediateiy
tecognizes the difference between the transaction price and the fair value ("trirst day eamings") in ptofit
or loss. In the case of using unobserwable information, the difference between the transaction price and
the value determined on the basis of the model is recognized in ptofit or loss only if the original data

becomes obserwable ot if the financial instrument is derecognized.

If the asset or liability measuted at fait value has a bid price and a bid price, the assets and long positions
are estimated based on the bid price, liabilities and short positions ate estimated based on the bid price.

6.3 Effective interest rate (discount method)

The effective interest method is the adjustment of all future cash flows expected for a financial asset or
financial l-iability to the fait value at the date the asset or liability is incurted at a discount tate.

The discounting method is used by the Bank to determine the amortized cost of financial instruments.

The discount rate is the effective interest rate or market interest rate 
^t 

whrch all futute cash flows of a

financial instrument are reduced to fair value.

Cash flows for financial assets and liabiliues are discounted on the basis of future cash flows expected at

the actual contract rate and the corresponding discount rate detetmined on the basis of the discount rate

If cash flows on a financial instrument are expected for mote than one petod (intetest income ot expenses

are charged mote than once on certain dates during the entire term of the financial instrument, and f ot
repayment of the principal amount is carded out in parts), the calculation of future cash flows, the
discount tate and discounted amounts of data flows is cartied out fot each such period. The current
ptesent value of a financiai insttument at the date of its occutrence in this case represents the sum of the
discounted future flows of the instument fot each period.

The effective interest rate applies to the gtoss book value of the financial instrument. The effective intetest
rate adiusted for credit dsk ts appl,ied to the acquired or created credit impaired financial assets. This rate
applies to tl-re amortized cost of acquiled ot created impaired assets from the date of initial tecognition.

For financial assets that subsequently become ctedit-impaired, the effective interest rate also applies to
tl-re amortized cost. If subsequently the ctedit risk on the credit impaited financial asset is reduced to such
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an extent that the asset ceases to be such, ftom the next reporling period the effecuve interest rate is

applied to the gross book vah-re of the financial instrument'

The accounting policy that was in effect until l January 2018 (the date of transition to IFRS 9) did not

provide for a separate procedute for calculating th" .if".tirre interest rate on ctedit impaited financial

as s ets.

The calculation of the effective interest rate includes transaction costs, as well as fees and amounts paid

or received, which are an integr alpartof the effective interest rate. Transaction costs include incremental

costs that ar.e directly attriblrt;blelo the acquisition ot issue of a flnancial asset or liability'

6.4 Amortized cost of a financial instrument

The amotized cost of a financial instrument at the end of each reporting period is a measute calculated

at the amortized cost of this insttument at the end of the previous tepoting period plus / minus the

depreciation, which is the diffetence between the cash flows fot this reporting period, calculated at the

effective interest rate, ancl in fact received or paid cash flows during this pedod.

\,Mlren determining the amount of clepteciation, cash flows for a financial instntment include:

o the movement of the issued / received amount of pdncipal debt;

o intetest income or exPense;

o additional fees ,...i-r.d / paid, at the time of issuing / rilstnga loan (such. as fees for artanging

and issuing a loan, r..ri"*i.g a loan application, opening and serwicing a loan account, etc') ot

issuing a debt obligation (for example, bonds);

o other commissions subiect to a reliable estimate, the payment of which is a prerequisite for issuing

aloan f issuance of an obligauon or will be made on a legt lat basis according to the tetms of the

contract.

Interest income and expenses on financial insffuments recorded at initial recognition at actual costs are

recognized in the income statement based on the actual contfact rate'

If a financial instrument determines a new fafu value for its initial recognition, the calculation and

recognition of interest income or expenses is based on the market interest rate used to determine the new

fair value of the flnancial instrument, which subsequently becomes the effective interest rate for the

instrument.

For floating rate {tnancial instruments, the effective interest rate for cash flow discounting is used until

the next date of the floating rate revision at market rates before the maturity date of the financial

instrtrment.

Interest income and expenses on financial instruments, the calcr-rlation of the amortized cost of which is

carried out by dirco.rnting fiows at the effective intetest rate, 
^te 

calculated on the basis of the new initial

value of the financial instrument at the effective intefest tate.

6.5 Financial assets and liabilities

C I a ssifi c atio n o f financi al ins tr wm ents

In accordance with IFRS 9 lnancialassets afe classified as subsequently measuted:

o At amortized cost;

o At fair value thtough other comprehensive income;

. At fair value through ptoht or loss - depending on:

' the business model used to manage financial assets;

. characteristic of a financial asset reiated to the cash flows provided in the contract'

The business models used by the Baflk are determined by key management petsonnei and describe the

ways in which the Bank manages its financial assets in otdet to genefate cash flows'

17
(in tltousands UZS)
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Financial assets are measufed 
^t 

arnofilzedcost when the following conditions are met:

o the financial asset is held within the business model, the purpose of which is to withhold to obtain

the cash flows provided by the contrac!
o the contactual terms provide fot the receipt on certain dates of cash flows, which are exclusively

payments to the pr.incrpal amount of the debt and intetest on the outstanding patt of the principal

amount of the debt.

Cash flows that are exclusively Payments on account of the principal amount of the debt and interest on

the outstanding portion of the plncipal amount of the debt are characterizedby the foilowing featutes:

o the principal amount of the debt is the fait value of the financial asset at iniual recognitron;

o interest includes only reimbursement for the time value of money, for credit risk in respect of the

principal amolrnt oi d"b, remaining outstanding .for a certain period of time, and for other

ordr.,nry risks (for example, liquidiry) and costs (in paticulat, administtative) associated with

lending.

In some cases, the element of the time value of money contains compensation for other risks and costs,

i.e. is modified. 11 this case, the Bank conducts a qualitative ot, if necessary, quantitative assessment of

the significance of the effect of the modified element of the time value of money'

Financial assets are measured at fair value through other comprehensive income while fulfilling the

following conditions:

o the financiai asset is held within the framework of a business model, the purpose of which is to

keep both the cash flows stipulated in the contract and the sale of financial assets;

o the contractual terms provide for the receipt on certain dates of cash flows, which are exclusively

payments to the princrpal amount of the clebt and interest on the outstanding part of the principal

amount of the debt.

Financial assets are measured at fair value through profit or loss if they are acquired as part of a business

model that aims to sell, and if they do not meet ihe criteria fot valuation at amottized cost or at fair value

throtrgh other comprehensive income'

In accordance with IFRS 9 financial liabihues are classified as subsequently measured at amottized cost,

except for:

o financial liabiliues at fait value through profit ot loss;

o financial liabiliues that arise when the transfer of a Frnancial asset does not meet the requirements

for de-tecognition or when the principle of accounting for continuing participation is applied;

o flnancial guatantee contracts;

o commitments to provide loans at an interest rate below the market;

o contingent consideration resulting ftom a business combination'

Estimation of bwsiness model

'fhe Bank assesses the purpose of the business modcl in which the asset is held at the pottfolio level of

financial instruments, ur ,t-rir best reflects the way the business is rnanaged and how the infotmation is

presented to management. Analyzed infotmation inciudes:

o policies and objectives established for potfolio managemeflt, as well as the implementation of

these policies in pracuce. In particular, wheth"r the management strategy is focused on obtaining

interest income stipulated Ly the contract, maintaining a cettain structure of interest rates,

ensuring that the -utrr.ity of financial assets matches the matLrrity of financial habilities used to

finan.elhese assets, or rcaltzing cash flows through the sale of assets.

o How pottfolio petfotmance is assessed and how this infotmation is communicated to the

management of the Bank;

o fusks that impacts on the performance of the business model (and financial assets held under

this business model), and how these risks are managed;
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o How remlrneration is given to managers responsible for managing the portfolio (fot exzmple,

whethet this remuneraion depends on the fair r,alue of the specified assets or on the cash flows

from the assets provided by the contract);

o Ftequen.y, ,rol.rm. and timrng of sales in past pedods, the teasons for such sales, as well as

expectations regarding future iales. Flowever, information on sales ievels is not consideted in

isolation, b.rt oi part of a single holistic analysis of how the Bank's stated goal of managing

financial assets is achieved and how cash flows are rcalized'

Financial assets that are held for ttading, ot that are managed and whose perfotmance is measured on the

basis of fair value, ate measured at fair value through ptofit or loss, since they ate not held neither fot the

purpose of obtaining the contractual cash flo*. rroifor the purpose of cash flow contract and sale of

financial assets.

An assessmelt of whether contractual cash flows are solely payment of principal and interest.

For the pulposes of this assessment, "principal" is deflned as the fair value of a financial asset upon initial

,..ognitior. ..Interest" is defined as reimbursement for the time value of money, for credit risk in respect

of ti. plncipal amount outstanding for a certain period of time, and for other maior tisks and costs

associated wiih lending (for example, liquidity risk and administtative costs), and include ptofit margins'

In assessing whether the contractual cash florvs are solely payments of the ptincipal and intetest on the

outstandrn[ amount of the principal (the "SPPI criterion"), the Bank analyzes the contractual terms of

the financial instrlrment. This includes an assessment of whether a provision on a financial asset provides

for a condition that can change the time or amount of the cash flows under the cofltract so that the

financial asset does not satis$r the requirement being analyzed'

In conducting the assessment, the Bank takes into account:

Conditional events that may change the timing or amount of cash flows;

Conditions that have a leverage effect;

Tetms of eatly repayment and prolongation of the validity period;

Conditions that limit the Bank's claims to cash flows from certain assets (fot example, non-

recourse assets);

o Conditions that result in a change in compensation for the time value of money 
-

a tevision ofintetest rates on a periodic basis.

for example,

The Bank determined that for a portfolio of long-term loans issued at a f,ixed interest rate, at which the

Bank has the lght to revise the interest rate in the event of a change in the refinancing rate set by the

Centrai BanL oiUzbekistan, and for which borrowers have the right to either agree to the revised rate or

repay the loan at nominal value reduced by the amollnt of payments on account of the principal amount

of the debt and incteased by the amount of accrued but unpaid interest, without penalties, the contractr-ral

flows provided by the contracts funds represent solely payments of principal and interest, since this right

lead. to a change in interest rate in ,.rch a way that interest represents a reimbursetrent fot the time value

of money, creJit risk, other main risks associated with iending, and costs associated with the principal

amount remailing outstanding. Therefore, the Bank considets these loans as vatiable tate loans at its core.

General principles for tbe initial adludtion of financial instruments

Financial instrugrents (financial assets and financial liabilities) are recognized in the accounting recotds of

the Bank if it becomes 
^ 

pafiy to the conttact for this financial insttument.

With the exception of trade receivables (not containing a significant financing component) and, a financial

asset or liabilii, measured at fair value through profit ot loss, financial instruments are initially tecognized

at fair value increased or decreased in the case of a hnanciul asset ot l-iability in the amount of transaction

costs that are directly related to the acquisition of a financial asset or the issuance of a financial liability'

The best evidence of the fair value of o flnuncial insttument upon initial tecognition is usually the

transaction ptice.

Ttade teceivables that do not contain a significant financing component ate estimated at initial recognition

at the transaction Price.

a

a

a

a



( Microcreditbanb) J SCB
A{otes to the financial statements for the year ended 31 December 2019

20
(in thousands UZS)

If the actual contract r.rte Ft z {nanctzlinstrument is nrrssing or significantly deviates fiom the market

rate for this srmilar instrument at the date of its occurtence, then the new fafu value of the financial

instnrment fot its iniual recognition is determined' Wherein:

o in the absence of information on market rates for this financial insttument (or if they cannot be

determined with a sr,rfficient degtee of cettainty), the actual contract rate for this instrument can

be compared with market rates for ftansactions with similar financial instruments;

o the deviation of the actual contr 
^ct 

rate from the matket rate for this or similat financial

instftlment at tire date of its occurrence is considered significant' The deci.sion on materiality is

made based on professional judgments of the responsibie persons taking into account the content

and features of the relevant ttansaction.

The new fair value of a financial instrr-rment for its rnitial recognition is determined by the method of

discounting. Based on the matket interest tate and represents the fair value of this insttument at the date

of its occ.rirence, i.e. the present value of all future (expected) cash flows for this instrument at the date

of its occuttence, discounied at the matket intetest rate fot the given or similat financial instrument. The

clifference between the actual costs at the date of the financial instrument and its new initial value,

depelding on the reason for its occurrence, may be recognized in equity, the statement of profit or loss

or other assets/liabilities of the Bank.

The market interest rate for this financial instrument or other similar Ftnancial insffuments is determined

based on the available internal and external sollrces of information, depending on the type and nature of

the flnancial instrument and can be determined/calculated on the basis of:

o from well-known interest rates published or posted in information systems at www.cbu'uz

(offlcial website of the Centr.al Bank of the Republic of Uzbekistan) or public authorities and

authodties on the Internet;
o from the refinancing rate of the Central Bank of Uzbekistan for the relevant peflod.

In particular, when cletermining the market rate under consllmer lending agreements, the Bank trses

information published by the Centtai Bank of Uzbekistan on the total value of consumer credit, defining

the range of Larket .ot.. 
".' 

upper limit of the range 
- 

rate of the value of the consumer loan; and lower

limrt oithe fange 
- 

refinancing fate of the CBU fot the corresponding period'

Reclassification

The classification of financial assets aftet initial recognition does not change, except in the period

following how the Bank changes its business model for managing financial assets. The Bank should

r".lassi$i flnancial assets only iiit has changed the business model used to manage these ftnancial assets'

It is expected that such changes will occurlxtremely rarely. Such changes should_be determined by the

top munag"ment of the Bankls a result of external or internal changes and should be signiflcant for the

Bank's activities and obvious to external patties. Accorclingly, a change in the purpose of the Bank's

business model can occur if and only when the Bank starts ot stops carrying oLlt an acuvity signifi.cant in

relation to its operations; for .*"-pi., in the case of the acquisition, disposal or termination of a specific

acuvity by the Bank.

The classiflcation of financial iiabilities after initial recognition is not subiect to change.

D e -r e co gni ti o n of fi n anci al in strum e nts

De-recognition of a financiai asset is made only when:

o the contractual rights to cash flows ftom this financial asset expire or

o the Bank transfers a flnancial asset, and such ttansfer satisfies de-recognition tequitements.

In the event of a significant rnodification of a financial asset, the Bank de-tecognizes the compan)' and

recognizes a new asset. Criteda for matedal modification the Bank detetmines as:

o cl-range in the cutten cy of a financial instrllment;

r a change in the fixed interest rate to a floating intetest tate and vice versa;

o replacement of the debtor.
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A financial liabritty is de-tecognized on\, if it is redeemed, that is, when the obligauon specified in the

cofltract has been fulfrlled, canceled or expired'

Llnder tbe transfer of a financial asset medns:

o the transfer of contr:actual rights to receive cash flows from this financial asset to another party

OI

. maintenance of contractual rights to receive cash flows from a financial asset while

simultaneously assuming conttactal obligations to pay these funds to one or more beneficiades

under the cofltract'

.M-ren a financial asset is ffansferted, the extent of the risks and tewards of ownetship of the financial

asset is assessed. In this casc:

o if tl-re Bank transfers substantially all the risks and tewards associated with owning a financial

asset, it derecognizes the financial asset and recog-rizes separately as assets or liabilities those

rights and obligations that ate created ot tetained during the ttansfer;

o if the Bank retains substantially all the risks and rewatds of ownetship of a financial asset, it
continues to recognize the {inancial asset;

o if the Bank does not ffansfet and substantially retain all the risks and rewards associated with

owning a ftnancialasset, it should determine whether conttol over the financial asset remains' In

this case:

o if the Bank does not retain control, it derecognizes the financial asset and recognizes

separately as an asset or liability those dghts and obligatrons that are cteated or tetained

during the ffansfer;
o rf the Bank maintains conttol, it continues to recognize the financial asset to the extent that

it continues to participate in this financial asset'

Upon de-recognition, the difference between the carrying amount of a financ:tal asset transfetred to tl-re

o,lr", po.,y ("r"umated at the clate of de-recognition) and the amount of funds received or receivable in

.*.hu.g" io, tt-r. specified asset minus uny iiubilities incurred is recorded in the income statement and

losses for the reporting Period.

Significant change in the terms of a financial liability (regardless of the reasons fot this change), including

th"e exchange of iiabilitres with sr-rbstantially different conditions is taken into account as the tedemption

of the oid 
"obligation 

and the recognition of a new one, reflecting the difference between them in the

statement of income. A significanichange is recognized in which the current discounted value of cash

flows in accordance with the new conditions differs from the current discounted value of the remaining

cash flows of the initial f,tnancial liability by 1'0o/o or more.

Upon de-tecognition, the difference befween the carrying amount of a financial liability extinguished or

transferred to another party, including the cotresponding underestimated part of the actual costs, and the

amount of compensatitn paid for it shall be reflected in the statement of ptofit or loss for the reporting

period.

Impairment

The Bank recognizes a provision for expected credit losses on the following financial instruments not at

fair value through pro{it or loss:

o loans to cLrstomefs;

o debt itrvestment securiLies;

. net investment in finance lease;

o issued financial guarantee contracts; and

o issued loan commitments.

The Bank recognizes provisions for expected credit losses in an amount equal to the expected credit losses

for the .ntir-" term, e"cept for the fottwing instruments fot which the amount of the ptovision will be

equai to 12-month expected credit losses:

o debt investment securities with low credit risk at the teporting date; and
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o othet financial instruments (othet than net investments in financral lease$ for which credlt risk

has not increased significantly since theit initial recognition'

The Bank believes that a debt security has a low credit risk if its ctedit rating corresponds to the generally

accepted deflniuon of investment grade in the wotld.

TIre 12-month expected credit losses te patt of the expected credit losses due to events of default on a

financial instr.ument, possible within 12 months after the reporting date.

Estimation of expected credit losses

Expected credit losses ate estimates of credit losses, weighted by the degree of probability of a default

occurting. They ate assessed as follows:

o in respect of financial assets thatarc not credit impaired as of the teporting date: as the

p."r".i value of all expected cash shortfalls (that is, the difference between the cash flows owed

ily the Bank in accord;nce with the contract and the casl-r flows that the Bank expects to teceive);

o in respect of financial assets that arc credit-impaited at the balance sheet date: as the

difference between the gross book value of the assets and the present value of estimated futute

cash flows;
o in respect of the unused part of the loan commitments: as the presentvalue of the difference

between the contract.ral cash flows that are due to the Bank under the contract if the borrower

uses his right to receive the loan and the cash flows that the Bank expects to leceive, issued; and

o In respect of financial guarantee conttacts: as the present value of the expected payments to

the contract holder to compensate for the credit loss incurted by him minus the amounts that

the Bank exPects to teimbutse.

Re structur e d fin anci al as se ts

In case of tevising or modi$,ing, by agreement of the parties, the tetms of a frnancial asset, or replacing

an existing financial asset with a new one due to the financial difficultres of the bortower, an assessment

is made t6 d.t.rmin. whether this financial asset is de-recognized, and the expected ctedit losses ate

estimated as follows:

o If the expected restfuctufillg does not result in de-recognition of an existrng asset, then the

expected cash flows fot the modrfied financial asset are included in the calculation of the amounts

of cash shortfall in the existing asset.

. If the expected restructuring will lead to de-recognition of an existing asset, then the expected

fair value of the new asset is considered as the final cash flow of the existing asset at the time of
its de-recognition. This amoLrnt is included in the calcuiation of the cash shortfall on an existing

financial asset, which is discounted for the period from the expected date of de-recognition to

the reporting date trsing the otiginal effective interest rate on the existing financial asset.

Credit impaired findncidl dssets

At each reporting date, the Bank evaluates financial assets at amortized cost and debt financial assets and

at fair value thtoigh other comprehensive income fot theit ctedit impafument. A financial asset is "credit

impaired" when it is defaulted.

Swbmission of a prorsision for expected credit losses

The provisions for credit losses ate ptesented in the statement of financial position as follows:

o financial assets measr-rred at amofiized cost: as a dectease in the gross book value of these assets;

o loan commitments and financial guarantee agreements: generally, as a reserve;

o if the financial instrument contains both a claimed and unclaimed component, and the Bank

cannot determine expected credit losses on the loan commitment made separately ftom the

expected cred.it losses on the already claimed part (loan issued): The Bank tePresents the aggregate

loss allowance for both components. The cumulative amount is presented as a decrease in the

gross book value of the clauned part (loan disbursed). Any excess of the loss allowance ovet the

[ross book value of the loan issued is presented as a teserve; and
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o debt instruments measured at fair value through othet comptehensive income: an allowance for

Iosses is not recognized in the statement of financial position because the carrying amount of

these assets is their fair value. However, the amount of the allowance for losses is disclosed and

recognized in the composition of the reserwe of changes in fair value.

Write-offs

Loans and debt securities are written off (parually ot in full) when there are rlo reasonable expectations

of their recovery. As a rule, this is the case when the Bank determines that the botrowet has no assets or

sollrces of income that can generate cash flows in an amount sufficient to repay the amounts of debt to

be written off. However, *ith regard to written-off financial assets, the Bank may continue to carrT out

debt collection activities in uccordan.e with the policy on reimbutsement of receivables.

Casb and casb equirtalents

Cash a1d cash equivalents are items that are easily convetted into a cettain amount of cash and ate subiect

to minot .hn.g". in vaiue. Cash and cash equivalents include all interbank deposits, overnight deposits

and reverse ,.frrr.llu.. agreements with other banks with an initial matLldty of up to one business day'

Funds fot which there are restrictions on use for a period of more than thtee months at the time of

submission ate excluded from cash and cash equivalents in both the statement of financial position and

the statement of cash flows. Cash and cash equivalents are carried at amorttzed cost, since (i) they are held

to receive contractual cash flows and these cash flows are solely payments on the principal amount of the

debt and interest and (ii) they are not classified as fair value. value through profit or loss' The conditions

established solely by Io* lfor'"*^-ple, provisions on the conversion of debt into equity in some countries)

do not affect the results of the SPPI test, unless they are included in the tetms of the contract and would

apply even if the legislation later changed.

Cash payments or receipts presented in the statement of cash flows represent a transfer of cash and cash

.q.ri..ul.rrt, by the goni init"d.ing those accrued or credited to the Bank's current accounts of the Bank's

counterparti..r, ..r.h as interest income on a loan or principal amount, collected by debiting funds from

the client's current accou11t, interest payments or loans issued to the cl-ient's curtent account' representing

cash or cash equivalent from the client perspective,

Mdnddtory reserves in tbe Central Bank of Uzbekistan

Mandatory reselves in the Central Bank of Uzbekistan are carried at amorized cost and represent funds

depositedin the Central Bank of Uzbekistan at which no interest is calculated and rvhich are not intended

to finance the daily operations of the Bank. Consequently, they ate excluded from the composition of

cash and cash equivalents for the purposes of drawing up statement of cash flows'

Bank Card Payments

The iniuai recognition of incomplete settlements with bank catds occurs when a legal right to receive ot

a legal obligatiol to pay -o."yi. accordance with the terms of the contract atises. Pending bank card

payments are stated at amortized cost.

Due fi"om other banks

Due from other banks are accolrnted for when the Bank provides cash to counterparty banks in the fotm

of advance payments. Due from other banks ate camied at amotttzed cost if (i) they are held to teceive

the co.ttactuui .ash flows and these cash flows are exclusively payments to the pdncipal and interest, and

(ii) they ate not categotized at fair value thtough ptoflt or loss'

Loans and adrtances to customers

Loans and advances to customets presented in the statement of financial position include:

o loans and advances to customers, measured at amortized cost; they are iniually measured at fair

value, taking into account the additionai ditect costs of the ttansaction, and then at amortized

cost using the effective interest rate method;

o loans and advances to customers, assessed by the SSIA on a mandatory basis; such loans are

measured at fair value with immediate recognition of changes in their value in profit or loss;

o f,tnance lease teceivables.
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When the Bank acquires a lnanctalasset and simultaneously concludes an agreement to lesell the asset

(or substantialiy the same asset) at a flxed price on a future date, the agfeement is tteated as a loan or

od.r"r.." puy-.rr,, and the underlying asset is not recognized in the financial statements of the Bank'

Property receirs ed fot' non-pdyment

property received for non-payment repfesents financial and non-financial assets teceived by the Bank in

settling tverdue ioans. Thes" ass.ts ur" ir,iti"[y recognized at fait value upon receipt and included in fixed

urr"tr,"oth.. financial assets, investment property oistocks in other assets, depending on their nature and

the Bank's intentions to recover these assets, and are subseqtrently tevalued and accounted for in

accordance with accounung policies fot these asset categories'

If property received for non-payment testrlts in the acquisition of control over the business, the business

combination is accounted for osing the acquisition method, with the fair valtre of the settled loan being

the acquisition cost. For shares u.q.rir"d as property fot default, accounting policies for associates apply

*h"n th" Bank acquires significani i.rflr.rr.., but does not acquire control' The cost of the associate is

equal to the fair value of the loan settled thtough the acquisition of the pledged shares'

Inaestment in debt secLlrities

Based on the business model and cash flow characteristics, the Bank classif,es investments in debt

securities as vaiuation at amorized cost, at fafu value thtough othet comprehensive income, or at fail

valtre thtough profit ot loss. Debt securities are carried 
^t ^mortlzed 

cost, if they are held to receive

contractual cash flows, these cash flows are solely payments on the principal amount of the debt and

interest and are not deflned as being measured at fait valtre through profit or loss on a voluntary basis so

that reduce the accounting discrepancy.

Debt securities are recotded undet the FVTOCI, if thel' are held to receive conttactual cash flows and for

sale, they are solely payments on the principai amount of the debt and interest, and they zre not defined

as at fair r,d.r. tllro'.rjh profit or los.. I.rt.r.rt income on these assets is calculated using the effective

interest method u.d iJr".og.ized in proflt or loss. Estimated allowance for impaitment losses determined

on the basis of the expecteJcredit loss model is tecognized in profit or loss for the yeat. All other changes

in the carrying amot]nt are recorded in other comprehensive income. Upon derecognition of a debt

security, thl ctlmulative gain or loss previously recognized in other comptehensive income is reclassified

from other comprehensive income to profit or loss.

If debt investment investments do not qualify for recognition at amortized cost or 
^t 

fait value through

other comprehensive income, they are recorded at fair value through ptofit or loss. The Bank may also

uncondiuonally attribute investments in debt securities to the category estimated at fah value throtrgh

proht or loss upon initial recogniuon, if using this oppottunity significantly reduce-s the accounting
^mismatch 

b"t-een financial asJ"ts and liabilitils tecognized or measured using different accor-tnting

methods.

Equity Inaestments

Financial assets that meet the definition of capital ftom the issuer's point of view, that is, instruments that

do not contain a contractual obligation to pay cash and indicate the presence of a tesidual shate in the

1ssuer,s net assets, are considered"by the Bank as investments in equity securities. Investments ln equity

secutities are measuredatfah value through ptofit or loss, unless the Bank unconditionally chooses to

classify eqr-rity investments as those measurcd at farr value through othet comprehensive income upon

initial re.ognition. The Bank 's policy is to classify equiry investments as being measured at fair value

through otter comprehensive ir..o-., when these investments ate heid for purposes other than receiving

investment income. If the far value through other comprehensive income is selected, the gains and losses

from the fair vaiue tevaluation urr rr.ognired in other comptehensive income and ate not subsequently

reclassified to profit or loss, rncluding on r.tir"ment. Impailment losses and their tecovery, if any, are not

estimated ."porot"ly from other .hulrrg., in farr value. i)ividends are still recognized in profit and loss

when the Bank's right to receive puyrrr.rrt. is established, unless they are a returll on investment, and not

income on such investments.

D e ria atia e fin dnci dl instrwm ents

Der.ivative financial instru6ents, including fotwatd and futr-rres contracts, option contracts and swaps, are

catried at their fair value. AII dedvatives are recotded as assets if the fait value of these insffuments is
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positrve and as ltabtltues rf their fair value is negative, Changes^in the falr value of foreign exchange

derivative financial instruments are included in iire statem.ni of income on "Income less expenses /
(expenses less income) on operations with foreign currency, currency derivatives and_foreign currency

,.rrlLrutiorr". Changes in th. fuir value of derivatives with precious metals ate attributed to "Income less

expenses / (.*p.nsl. less income) from operations with precious metals, derivative financial instruments

*iih pre.iors metals and ftom revaluation of accounts in precious tnetals"; changes in the fait value of

derivative instruments with securities, interest rate derivatives and other derivative financial insffuments

- by ..Income less expenses / (expenses less income) on transactions with othet detivative financial

instruments".

Property, plant and equiPment

property, plant and equipment are stated at cost or at revalued amounts, as described below, iess

accumuiated depteciation and provision fot impanment (if any)'

Gains and losses arising from the disposal of fixed assets a(e determined on the basis of their residual

value and recorded ,rrrder op"rating expenses of the statement of comprehensive income.

Repairs and rnaintenance costs are recognized in the statement of comprehensive income when incurred'

Construction in progress is catried at cost less impaitment allowance.

Upon completion, assets are transferred to property, plant and equipment and are s.tated at book value at

the time of transfer. Constnrction in progress is not subject to depreciation until the asset is put into

operation.

Intangible assets

Intangible assets of the Bank, other than goodwill, have a certain useful Life and mainly include capitalized

,oft*"or., as well as intangible assets acquited as a tesult of business combinations (for example, customer

base and trademark). Ac.i,;ired and recognized intangible assets are capttaltzed based on tire costs incurred

to acquire and impiement thes" assets. Folowing initial tecognition, intangible assets are cattied at cost

1.., nrry ucc.rmuluted depreciation ancl any accumulated impairment loss. Intangible assets are amortized

based on the straight-line method and are assessed for impairment if there are signs of impairment of

these assets.

Depreciation

Depreciation of an item of property, plant and eqr-ripment begins when it is commissioned. Depreciation

is charged on a straigl-rt-line basis ovet the following useftil lives:

o Buildings - 20 1,e215;

o Office and computet equipment - ftom 5 to 10 yeats;

o Vehicles-5yeats;
o Intangible assets - 5 years.

Land has unlimlted useful life and is not subiect to depreciation'

At the end of the useful life of the asset, the tesidual value of the asset is the estimated amount that the

Bank would have received at the moment if the asset was sold, less the estimated costs of disposal, if the

condition and age of the asset were consistent with the age and condition that the asset would have end

of useful life. The residual value of assets and their useful lives are teviewed and, if necessary, adjusted at

the end of the rePorting Period.

Operating lease

\,Mhen the Bank acts as a tenant and all the dsks and income ftom orvnership of tl-re leased propetty are

not transferted to the Bank by the lessor, the total alnount of payments under operating lease agreements

is reflected in the profit and loss accounts evenly throtrghout the lease term. \f/hen assets are transferred

to operating l"ur"., lease payments receivable aie recognized as tental income in operating leases in the

income statement using the sttaight-line 6ethod ovet the lease term'
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Financial leases

In a financial lease, all the risks and rewards of ownership of the asset are ttansferted' If the Bank is a

lessor, the Bank tecognizes lease receivables in an amount equal to the net investment in the lease, statting

from the date of commencement of the lease term. Financial income is calculated according to a scheme

reflecting a constant periodic rate of return on the present value ofthe net investment. Initial dhect costs

are inciuded in the cost upon initial recognition of lease payments. Net investments in financial leases ate

recorded as loans and advances to clrstomefs'

Financial lease liabilities

V4ren the Bank acts as a tenant and all risks and benefits associated with ownership are ttansfetred to the

Bank, assets leased are recorded in property, plant and equipment from the date the leases atise at the

lowest fair value of the assets leased und thl present value. Minimum rental payments. Each rental

payment relates in part to the tepayment of the obligation and pattly to financial expenses in order to

"rr.rr" 
a constant interest rate on the amount of the baiance of the lease finance debt. The corresponding

rental obligations, net of future finance charges, are included in other borrowed funds. Intetest expense

is recogniz"ed in profit or loss for the y.^, or,r.. the term of the lease using the effectrve intetest method'

Assets acquired under a finance lease are depreciated over theit useful lives or, if the Bank is not

sufficiently cor-rfident, that it will acquire ownership by the end of the lease tetm, over a shorter lease tetm'

Terminated dctir.)itY

Discontintrecl operations are a component of the Bank that has been sold or classified as l-reld for sale,

and: a) is a separate significant [ne of business ot geograph:Lcalarea of business; (b) is part of a single,

coordinated pin,, for Ih. di.po."l of a separate significant line of btrsiness or geographic tegion of

business; or ic) is a subsidiary acquired soiely for the purpose of resale. Revenues ftom discontinued

operations ur",..ord"d separately fiom continuing operations, with cottesponding repeated disclosures

of comparative information.

Financial liabilities

The Bank classifies its filancial liabilities, other than financial guarantees and loan commitments' as

measuted at amottized cost or FVTPL.

Termination of financial liabilities

The recognition of financial liabilities is terminated in the event of their redemption (i.e., when the

obligation specified in the contract is fulfilled or terminated, or the term of its fulfillment expites).

Financial liabilities classified ds ctt fair aalue tbrougb profit or loss

The Bank may idenufy cettain liabilities as being measuted at fail value through profit ot loss upon initial

recognition. The gains and losses on such liabiliues are presented in profit or loss, except for the amount

of .f,^ng.s in fair"value associated with changes in the credit risk of this liability (defined as the amount

that does not relate to changes in market .o.rditiorr. tesulting in matket risk). \Xlhich is reflected in other

comprehensive incon-re urrJi. ,rot subsequently reclassified to,profit or loss. This is possible if such a

tepresentation does not create or exacetbate ti-re accounting disctepancy' In this case, the profits and

losses related to changes in the credit tisk of the liabiliry are also recognized in profit or loss'

Due to banks

Due to banks ate recorded from the time the Bank issues cash ot other assets by countetparty banks'

Amounts due to banks ate non-derivative f,rnancial liabilities and are catried at arnortized cost ot at the

trVTPL.

Customers dePosits

Deposits of rndividuals and corporate customers include non-derivative financial liabilities to individuals

o.j .o.por"te customers (includrng government agencies and companies conttolled by the state) and are

carriecl at amottized cost or according to the trVTPL'
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Debt securities issued

Debt securities issued include promissory notes, deposit and savings certificates, and other debt

instnrments issued by the Bank. Debt secufities in issue, with the exception of equity participation notes

and debt participatron notes described below, are carried at amortized cost. If the Bank buys back its own

clebt securiu". i...r"d, they are excluded from the statement of flnancial position, and the difference

between the present value of the liability and the amount paid is included in Other net operating income

as part of the statement of income.

Otber borrowings

Other borrowings are represented by syndicated loans atttacted by the Bank ln the financial markets, as

weil as ttacle finance ftansactions. Other botowed funds are catried out at amortized cost or at F"VTPL.

Loan commitments

The Bank issues loan commitments. Such liabil-itres represent ilrevocable obligations or l-iabilities whose

recall is possible onl1, i1 response to significant adverse changes. Such liabilities are initially tecorded at

fait value, .onFrmed, u. u *1., by the amount of the consideration received. This amount is amortized

on a straight-line basis over the life of the obligation, with the exception of the loan commitment, in case

there is a liLelil-rood that the Bank will enter into a specific loan agreement and will not plan the

implementation of the loan within a short pedod aftet it is granted. Such fees and commission received

associated with the loan cornmitment is recorded as deferred income and is included in the carryrng

amount of the loan upon rnitial recognition. At the end of each reporting period, habilities are estimated

as: (i) the .,nu-ortized balance of the amount at the time of initial tecognition plus; (ii) the amount of the

prorrrsionul reselve determined based on the model of expected credit loss, if the obhgation is not to

ptovide a loan at an interest rate lower than the market, then the amount of the liability equal to the

gr-"ut".t of these two sl1ms. The carryingvalue of loan commitments is an obligaUon. For contracts that

include a ioan and unused liability, if the Bank is unable to separately identifi, expected credit losses for

the unused loan component and for the credit component, expected credit losses fot the unused liabil-ity

are recognized togeth"r with the provision for expected credit losses. Expected ctedit losses in excess of
total explcted crJit losses over the gross carrying arnount of the loan are recogoized as a liability'

Financial gudrdntees

Financial guarantees require the Bank to make certain payments to reimburse the guarantee holdet for

Iosses incurred if the specified debtor did not make a timely payment on the original or modified terms

of the debt insttument.

Financial guarantees are initially tecorded zt fa:u valtre, conflt'med, as a rule, by the 2mount of the

consideration receivecl. This amount is amortized on a straight-line basis over the life of the guarantee. At

the encl of each teporting period, liabilities are estimated at the latgest of (i) the amount of the estimated

provision for losses ""d.i the guatantee, detetmined using the model of expected credit iosses, and (ii)

ihe remaining unamortized balance of the amount recotded at initial tecognition. In addition, in respect

of receivables fot interest, which is recorded as an asset in the statement of financial position, an estimated

reserve for expected ctedit losses is tecognized.

P erform ance gudrdntees

Performance guafantees are contracts providing for the teceipt of compensation if the other party to the

contract does not fulfill the obligation specified in the contract. Such agreements, in addition to credit

r.isk, transfer the non-financiai lisk of non-fulfillment of the contractual obligauon. Perfotmance

glrarantees are initially recorded at fair vaiue, confirmed, as a tule, by the amount of the consideration

received. This amouni is amortized on a sttaight-l-ine basis ovet the term of the agreement. At the end of
each reporting periocl, performance guarantee contracts ate valued at the latgest of the amounts of (i) the

.rnur11ortiz.d tolu1r.. of the initial recognition amount; and (ii) the amount of damages fot the liability

determtned on the basis of the model of expected losses. If the Bank has the contractual right to apply to

the client fot reimbutsement of the sums paid to settle the contracts of guarantee of fr-rlfillment of
obligations, these amounts should be recognized as an asset after the transfer of compensation to the
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beneficiary under the guarantee. These payments lr:etecognized as fees and commission received in ptofit

or loss.

Settlements ruith suppliers and otber payables

Trade and other payables are accrued if the counterparty has ftrlfilled its contractual obligauons and are

carried at amortized cost.

Equity

Ordinary and non-recleemable shares are recognized as an equity. Expenses for payment of serwices to

third parties duectly related to the issue of new shares, except for cases of a business combination, ate

,".ori"d tn equity as a decrease in the amount received as a result of this issue. The excess of the fair

value of the funds received over the nominal value of the shares issued is recorded as additionai capital.

DiDidends

Dividends ate recognized as liabilities and are deducted from the amount of capital at the end of the

reporting period 
".rty 

f they were declated before the end of the tepotung period inclusive. Infotmation

about dii,idends is disclo..d it o note about events that occutred after the end of the reporting period, if
they were announced after the end of the reporting pedod. Payment of dividends and other distdbution

of profits is carded out on the basis of the net profit of the current year according to the accounting

stafements prepared in accordance with the legislation of the Republic of Uzbekistan.

After approval at the general meeting of shareholders, dividends are recorded in the ftnancial statements

as a distdbution of ptofits.

Earnings per share

Earnings per share are determined by dividing the profit or loss atftibutable to the owners of the shares

of t1-," Eorrk by the weigl-rted a.verage number of shares outstanding during the reporting pedod.

Interest income and expenses cdlculdted using tbe effectioe interest metbod

Intetest income and expense for all debt instruments measured at amotized cost and measuted at fair

value through other comprehensive income are recorded ori an accrual basis using the effective intetest

pethod. Srrcl-, a calculation includes in interest income and expenses all commissions and payments paid

and received by the paties to the contract and constituting an integral part of the effective interest tate,

transaction costs, and all other premiums or discounts.

Commissions related to the effective interest rate include commissions received ot paid by au organizatton

in conrrection with the formation or acquisition of a financiai asset or the issuance of a financial liability

(for example, fees for credit rating, valuation ot accounting of gtrarantees, or collateral, for setting the

terms of the instrument and for processing of transaction documents).

Commissions for a liability received by the Bank fot providing aloan at mad<et rates are an integral part

of the effective intetest rate if there is a likelihood that the Bank will enter into a specific loan agreement

and does not plan to sell the loan within a short petiod after it is granted. The Bank does not classify a

loan commitment as a financial liability at fait value thtough ptofit or loss.

With respect to credit assets impaired or financial assets created ot acquired, the effective interest rate is

the rate thut dis.orrnts the expected cash flows (incltrding initial expected credit losses) to a fair value

upon initial recognition (usuafy corresponding to the putchase pdce). As a tesult, the effective interest

rate is adjusted for credit risk.

Interest income is calculated using the effective intetest rate on the gross book value of financial assets,

except:

o financial assets that have become impaired (Stage 3) and fot which intetest income is calculated

using the effective interest rate to their amortized cost (minus the allowance fot expected ctedit

losses);

o cteated or acquired credit-rmpaired financial assets for which the initial effective intetest rate

adjusted fot credit tisk is applied to the amortized cost.
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Fees and cnmmissiln receioed and paid

Commission income and expenses that are an integral part of the effective interest rate ofl a financial asset

or liability are included in the calculation of the effective interest tate'

An agreement with a client that results rn the recognition of a financial instrument in the financial

statements of the Bank may be pattially in the scope oi IpnS 9 and partly in the scope of IFRS 15' In this

case, the Bank first applies the ieq,-rirements of ItrRS 9, to highlight and take into account the patt of the

contract that telates to the scope orIFns 9' and then app\' IFRS 15 to the remaining patt'

The Bank recognizes other fees and commission received at the time or as it fulfills its obligation to

perform .,nd"r the contract throggh the provision of a serwice to the client.

Otber interest income and expenses

Other intetest income and expenses are interest income and expenses teiated to debt insttuments

estimated at the FVTPL and are recorded on an accrual basis using the nominal intetest rate'

'faxation

The income tax expense / reimbursement incl-rdes current and deferred taxes and is recorded in the

statement of comprehensive income. Tax expenses are recorded in- the financiai statements in accordance

with the reqgiremients of the current legislation of the Republic of Uzbekistan. Current tax payments are

calcr-rlated on the basis of taxable profit"for the year rrsing income tax rates in effect during the reporting

pedod.

Current tax amounts are funds payable to the buclget or returned from the budget due to current or

previous taxable prof,rts or losres. In the case of petmission to,issue financial statements priot to the fil'rng

of the relevant tax fefufns, the tax amounts teflected in it are based on estimates'

Deferred income tax is calcr.rlated using the balance sheet assets and liabilities method for all taxable losses

and temporary differences between the taxable base of assets and liabillties and their carryrng amount for

financial statements.

Deferred tax amounts are assessed at tax rates that actually enteted into force at the end of the reporting

pedod or that are expected to be applied during the period of tecovery of temporary differences or use

transferr"d ftom prerrio.rs pedocls oi tn* 1o.."..-Deferred tax assets and liabilities are set off against each

other if there is a l"gally enforceable right to set off current tax assets and liabilities. Deferted tax assets

in respect of deductilbl. ,.rnporury diffJren.es and tax losses are recorded to the extent that it is probable

that sufficient taxabie proir, *itl be earned against rvhich the indicated deductions may be used'

Management iudgment ii required to determine the amount of deferred tax assets that can be tecognized

in the financial statements b^ed on the likely trling and amount of futute taxable profits, as well as ftiture

tax planning strategies. Deferred tax amolints are asressed at tax rates that actuaily entered into force at

the end of1h" teptting period or that are expected to be apphed during the period of recovery of

temporary differences oi ,r. transferred from previous periods of tax losses. Deferred tax assets and

liabilities are set off against each other if there is a legally enforceable right to set off current tax assets

and liabilities. Deferr"ed tax assets in respect of deductible temporarT differences and tax losses ate

recotded to the extent that it is probableihat sufficient taxable ptofit will be earned against which dre

indicated deductions may be .r."d. M"rrugement judgrnent is requiled to detetmine the amount of defetted

tax assets that can be t".ognized in the"financial statements based on the likely timing and amount of

future taxable profits, as well as futute tax planning sttategies'

In addition, in the Republic of Uzbekrstan thete are vatious opetating taxes applicable to the Bank' These

taxes afe tecorded in ihe statement of comprehensive income as paft of opetating expenses'

Netting

Financial assets and liabilities are mutually offset, and the statement of financial position teflects the net

present value only when there is a statutory dght to offset the recorded amounts, as well as the intention

to either offset or realizethe asset and settle"the liability simultaneously. The right to set-off (a) shouid

not be conditional on a furure event and (b) should be legally binding in all of the following circumstances:

(i) in the ordinary course of business, (r) i" the event of default and (ii) in case of insolvency ot

bankruptcy.
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Employee remunerdtinn dnd slcidl security contributions

On the territory of the Republic of Uzbekistan, the Bank makes deductions on the unified social tax'

These deductions are also tecorded on an accrual basis. The unif,ed social tax includes conttibutions to

the pension Fund. The Bank does not have its own pension scheme' Wages, salaries, contributions to the

state pelsion and social insurance funds, paid annual leave and sick leave, bonuses and non-monetary

berr"fits are accrued as the Bank provides relevant setwices'

Segment information

Operating segments are allocated on the basis of internal reports on the components of the Bank that are

."grlu4yi"rri".wed by the chief executive officet who is tesponsible for making decisions on operational

nJti.ri,i.. in order to allocate resources to the segments and eval-rate the results of thefu opetations'

The Bank estimates information about reportable segments in accordance with IFRS' The reporting

operating segment is distinguished when one of the following quantitative requirements is met:

. its revenue from sales to external cllstomers and from opetations with othet segments is at least

10 percent of the total revenue - external and intemal - of all operaling segments; or

o the absolute figure of profit or loss is at least 10 petcent of the largest of (i) the curnulative profit

of ail operatiJg ."g-"rrt. that did not show a loss, and (ii) the cumulative loss of all opetating

segments that showed a loss; or
. its assets comprise at least 10 percent of the total assets of all operating segments.

o its assets and liabiliUes repfesent at least 10 petcent of total capital.

In case the total revenue from external sales shown by the operating segments is less than 75 percent of

the organization's revenue, additional operating segments are highlighted as reporting.ones (even if thel'

do nofmeet the quantitative criteria above) .rntil the reported segments will include at least 75 percent of

the Bank's revenue.

Foreign cun"ency

Transactions in foreign curtencies are iniually ttanslated into the functional currency at the exchange rate

of tl.re Central Balk 
-of 

Uzbekistan as at the date of the ttansaction. Gains and losses arising ftom the

translation of transactions in foreign currencies are recorded in the statement of comprehensive income

in the income tow, less costs ftom i.evaluation of foreign currency. Non-monetary items tecotded at actual

value in a foreign currency are ttanslated using the exchange tate of the Central Bank of Uzbekistan as at

the date of the transa.tiorr. Norr--onetaly items tecorded at fair value in a foreign currency are translated

at the exchange rate at the date when the fair value was determined.

At the date of the fi.nancial statements, the assets and liabilities of the Bank, the functional cutrency of

which differs from the presentation curreltcy of the Bank, are ttanslated into UZS at the exchange rate at

the reporting date, ancltheir income statements are translated at the weighted aYerage annual rate' The

"".ho.g. 
diiferences arising from this translation ate reflected in othet complehensive income. Upon the

di.porui of a subsidiary or i.ro.iute whose functional currency drffers from the presentation cutrency of

the Bank, the total amount tecognized in othet comprehensive income attributable to this entity is

teclassified ftom othet .ompt"heniive income to ptofit ot loss of the tepotting petiod.

Gold, silver and other precior-rs metals are recorded in accordance with the purchase rates officially

estabirshed by the Central Bank of Uzbekistan. Changes in the putchase ptices of the Cenffal Bank of

Uzbekistan are recorded as exchange differences in income less expenses ftom revaluation of foreign

currency in the statement of comprehensive incorne'
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31 December 31 December

Cash and cash equivalents measured at amortized cost 407 355 224 255 393 830

Cash and cash at fair value and loss

407 355 224 255 393 830
Total cash and cash equivalents

Cash and cash equivalents rneasured at amottized cost

31 December 3'l December
2019 2018

Cash
Current account balances in CBU

173 330 586
97 296 380

1 29 368 348
56 172 957

Current account balances in other banks 137 128 407 72290 669
t^ ua6 ata\

Provision for credit losses

Total cash and cash equivalents measured at amortized cost

(400 149) 438 144)

407 355 224 255 393 830

As at 31 December, 201.9 and201B, the Bank does not have cash balances exceeding 10o/o of the Bank's

capital.

The table below provides an analysis of the ctedit quality of cash and cash equivalents measured at

amorlized cost based on credit ratings as at December 31, 201.9. A description of the Bank's credit risk

classification system is ptovided in Note 30. The carying value of cash balances and cash equivalents as

at 31 Decembet,2Ol9 in the table below also represents the Bank's maximum exposure to ctedit risk for

these assets:

Minimum credit Low credit

Cunent account balances in CBU
Current account balances in other 14 427 X;

97 296 380
117 204 953 5 496 23;

97 296 380
137 128 407

Provision for credit losses (206 833) (176 504) (16 812) (400 149)

Total cash and cash equivalents measured at
amortized cost, excluding cash on hand

14220382 214324829 5 479 427 234 024638

The table below provides an analysis of the credit quality of cash and cash equivalents measured at

amortized cost based on credit tatings as at Decembet 31',201'8'

Minimum credit Low credit Total

Current account balances in CBU 56 172 957
1 517 102

56 172 957

1 606 166 62; 72Current account in other banks

Provision for credit losses

Total cash and cash equivalents measured at
amortized cost, excluding cash on hand

(7 231) (31707) 399 206) (2 438 144

1 599 711 57 658 352 66 767 419 126 025 482

The values of credit ratings in the table above ate detetmined based on the rating scale of international

rating agencies.

Average
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The table below provides a reconci[ation of the rncoming reselve balances for losses on current accounts

with other banks carried at amortszedcost, disaggtegatedLy category' An approach to estimating expected

credit losses is disclosed in Note 30.

ECL for 12
months Total

Balance as at 1 January, 2018 2957 787 2957 787

for credit 19

2 438',144

o

2 438 144
Balance as at 31 December,2018

(2 037 (2 037

400 149 400 149
Balance as at 31 December, 2019

balance of required reselves in the accounts with the Central

43 446 340 thousand UZS and 26 845 096 thousand UZS,

Mandatory reselves with the Central Bank of the Republic of Uzbekistan include interest-free reselves

for impairment of assets and customer deposits. According to the legislatlon of the Republic of

Uzbekistan, the Bank is obliged to deposit mandatory reserves with the Centtal Bank of the Republic of

Uzbekistan on an ongoing iasis, for which intetest is not accrued and which te p^rt of the Bank's

obligations with a limited possibility of their use'

I Mandatory reserves in CBU

As at 31 Decembet, 2019, and 2018, the

Bank of the Republic of Uzbekrstan is

tespectively.

Gpegcrra B npyrrx 6axxax

31 December
2019

31 December
2018

Due from other banks at amortized cost

Due from other banks at fair value through

246 414 144

1 1 620 619 8 982 014

2019 2018

Due from other banks at amottized cost

31 December 31 December

Term deposits in other banks placed tq 
" 

f9!9q9."9$9 jg
ion for credit

Total due from other banks estimated at amortized cost

The balarrce value of due ftom other banks as at 31, December 2019 also reflects the Bank's maximum

exposllre to credit risk fot these assets:

Term deposits in other banks placed for a period exceeding 90 days 246 686 992 246 686 992

Provision for credit losses (272 (272

Total due from other banks estimated at amortized cost 246 414 144 246 414 144

The values of credit tatings in the table above are detetmined based on the rating scale of intetnational

tating agencies.

for credit losses



T6e table below provides a reconciliation of incoming reselve balances for losses on funds with other

banks carried at amortized cost, disaggregated by category. An approach to estimating expected credit

iosses is disclosed in Note 30'
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7 7047 704

ECL for 12

Provision for 7 704

Balance as at 31 December, 2018

Recovery of provision for credit losses 272 B4B 272 848

Balance as at 31 December, 2019 272848 272848

As at 31 Decembet, 20L9,therc are no past due balances with other banks, measured at amottized cost,

and no evidence of impairment.

Due ftom other banks at fait value through profit or loss

31 gexa6pn 31 gexa6pn
2019

"t1 620 619

201 8

8 624 589
Term deposits in banks

Total due from other banks at fair value through profit or loss 11 620 619 8 982 014

As at December 31, 2Ot9 and2018, there are no past due balances with other banks at fair value through

profit or loss.

{O Loans to customers

31 December 31 December

Loans and advances to customers, measured at amortized cost

Loans and advances to customers at fair value through profit or loss

3 503304262 2002720 195

963045274 390 847 676

Total loans and advances to customers 4 466 349 536 2 393 567 871

Loans an{ a{valces to customefs, meastlfed at amortized cost

Below is the risk concentration structure of the cLient loan potfol-io by industry as at 31 December 2019:

Gross book Provision for Book valuevalue credit losses

lndividuals

lndustry
Trade
Building

Agriculture and food industrY

Services
Housing and communal services

Transport and communications

835 973 098

I 479966 578
486 223 ',112

't59 322 641

264 695 480

75 206 645
165 325 698

79 425 013
132 994 33'l

(53 725 235)
(51 916 908)
(18 43',t 842)

(7 287 443)
(14 628219)

(5 001 995)
(1 I 974 607)
(3731 817)

782 247 863
1 428049670

467 791 270

152 035 198

250 067 26',1

70 204 650
145 351 091

75 693 196

131 864 0631 130

Total loans and advances to customers measured at

I

I
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Below is the tisk concentration structure of the client loan portfolio by industry as at 31 December 2018:

Provision for Book value
credit losses

Gross book
value

lndividuals

lndustry
Trade

Building

Agriculture and food industry

Services

Housing and communal services

Transport and communications

799 171 381

414 681 006

319 964 610

159 325 404
158 333 357

89 438 724

78 266 061

66 758 621

24 604 961

(34 865 916)
(8743726)

(12 507 348)
(6 928 442)
(6 s94 204)

(4 422802)
(32 081 211)

(720 402)

764 305 465

405 937 280

307 457 262

152 396 962

151 339 153

85 015 922

46 184 850

66 038 219

24 045 082

Total loans and advances to customers measured at
cost

As at December 31, 2Ol9,theBank has customer loan balances fot two borrowets (2018: none), in which

loan balances exceed lOoh of the Bank's capital. The amount of this loan is 719 420 608 thousand UZS'

Tlre tables below provide an analysis of the credit quality of loans to customers, measured at amofilzed

cost, provided by the Bank as of December 31,201,9. Desctiption of terms 12-month expected ctedit

to...i expected credit losses for the whole iife in Note 30. The analysis of credit quality of loans presented

in the tables below is basecl on the credit quality scale of borrowers developed by the Bank'

Summary

12-month
expected

The expected
credit losses
for the entire

life-time of
non-impaired

The expected
credit losses
for the entire

life-time of
impaired

Minimum credit risk

Low credit risk

Average credit risk

High credit risk

losses

1 992924337 206428286
818 399 025 228 425 181

90 645 360 34981 022

133 049 590 43 571 949

51 965 923

58 994 663

10 755 024
3 860 530

5 131 706

2251 318 546
1 '105 818 869

'136 381 406

1 80 482 069

5 131 706

Total gross book value loans and 3 035 018 312 51 3 406 438 130 707 846 3 679 132 595

advances to
(61 315 321) (44 974 248) (69 538 765) (175 828 334)

61 169 081 3 503 304 262

Legal entities

12-month
expected

The expected
credit losses
for the entire

life-time of
non-impaired

assets

The expected
credit losses
for the entire

life-time of
impaired

assetscredit

Minimum credit risk
Low credit risk
Average credit risk

1 943 161 171

464 103 068
5 751 772

200 921

188 356 231

125 482 963
5257 297

49 186 957
51 617 085
I 817 557
'l 224 476

2 1 80 704 359
641 203 116

1 9 826 626
1 425 397

credit risk

Total gross book value loans to legal 2 413 216 932 319 096 491 110 846 075 2 843 159 498

p,ori.ion fo,. credit tosses (41 042 143) (22 377 759) (58 683 197) (122 103 099)

2 372',174 789 296 718 732 52',t62878 2 721 056 399
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The expected The exPected
credit losses credit losses
for the entire for the entire

life-time of life-time of
non-impaired imPaired

Minimum credit risk

Low credit risk

Average credit risk

High credit risk

losses

49 763 166 18072055
354295957 102942218

84 893 588 29723725
132 848 669 43 571 949

2778 966
7 377 578
I 937 467

2 636 054

5 131 706

70 614 187

464 615 753
116 554 780

179 056 672

5 131 706
Default

Total gross book value loans to 621 801 380 194 309 947 19 861 77',1 835 973 098

credit losses (20 273 178) (22 596 489) (1 0 855 568) (53725 235)

loans to 601 528 202 171 713 458 9 006 203 782247 863

The tables below provide an analysis of the credit quality of loans to customers, measuted at amorized

cost, ptovided by the Bank as of December 31,2018.

Summary

12-month
expected

The expected
credit losses
for the entire

life-time of
non-impaired

assets

The expected
credit losses
for the entire

life-time of
impaired

assets

Minimum credit risk

Low credit risk

Average credit risk

High credit risk

credit

1 278374284 103209671
460 500 436 177 487 280

48 255 409 6 048 285

567 260 598 375

4 219 972

559 854

122 276

30 601 023

Total

1 385 803 927

638 547 570

54 425 970
1 165 635

30 601 023

Total gross book value loans and 1 787 697 389 287 343 61',1 35 503 125 2',l'10 544',125

advances
(49 713 402) (33 525 1 33) (24 585 395) (107 823 930)

credit losses

1 737 983 987 253 818 478 10 917 730 2002720 195

Legal entities

12-month
expected

The expected The exPected
credit losses credit losses
for the entire for the entire

life-time of life-time of
non-impaired imPaired

Minimum credit risk

Low credit risk

Average credit risk

High credit risk

losses

643 694 255

460 500 436

48 255 409

567 260

103 209 67'1

22 507 883
6 048 285

598 375

4 219 972

555 854

122 276

21 093 068

Total

751 123 898

483 564 173

54 425 970
1 165 635

21 093 068
assets

Total gross book value loans to legal 1 1s3 017 360 '|32 364 214 25 991 170 1 311 372744

provision for credit tosses (41 91 3 942) (14 95',1 563) (16 092 509) (72 958 014)

Total loans to legal entities 1 ',tl1 103 418 1'.17 412 651 9 898 661 ',l 238 414 730
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12-month

The expected The exPected
credit losses credit losses
for the entire for the entire

life-time of life-time of
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634 680 029

1 54 983 397

I 507 955

expected non-imPaired imPaired
creditiosses assets assets Total

Minimum credit risk

Low credit risk

634 680 029
- 154 979 397 4 oo;

I 507 955
assets

Totatgrossbookvalueloansto 634680029 154979397 9511 955 799171381

individuals

provision for credit tosses g 799 460) (18 573 570) (8 492 886) (34 865 916)

1 019 069 764 305 465

Analysis of the movement of the reserwe for credit losses for 201'9 fot loans to customers, measured at

amortized cost:

Summary

Balance as at 31 December, 2018

Transfer to stage '1

Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)

of the provision for credit losses within one
stage

12-month
expected

credit

49 713 402
2 021 771

(10 210 442)

(35 849 BB4)

55 640 474

The expected
credit losses
for the entire

life-time of
non-impaired

assets

33 525 133

(1 997 806)

10 61',1 417

(4 795 256)

7 630 760

The expected
credit losses
for the entire

life-time of
impaired

assets

24 585 395
(23 e65)

(400 975)

40 645 140

4733 170

107 823 930

68 004 404

18 882 766 12 398 561 72 868 41 6

626 880 569 136 405 827

41 587 089

61 315 321 44 974 248 69 538 765 175 828 334
Balance as

Legal entities

ber, 2019

12-month
expected

The expected The exPected
credit losses credit losses
for the entire for the entire

life-time of life-time of
non-impaired imPaired

losses Total

Balance as at 31 December, 2018

Transfer to stage I
Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)
of the provision for credit losses within one
stage
- inctuding new toans issued 30 861 113 10 874 448 B 820 445 50 556 006

41 913 942
142 404

(8 3e6 611)

(35 2e8 121)

42680 529

14 951 563
(142 404)

8727 441

(4 144 351)

2 985 510

16 092 509 72958 014

(330 830)

39 442 472

3 479 046 49 145 085

at 31
41 042143 22377 759 58 683 197 122 103 099
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lndividuals
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(in thousands UZS)

12-month
expected

The expected The exPected
credit losses credit losses
for the entire for the entire

life-time of life-time of
non-impaired imPaired

losses Total

Balance as at 31 December, 2018

Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)

of the provision for credit losses within one
stage

20 277 178 22 596 489 10 855 568 53725 235

Analysis of the movement of the reserwe for ctedit losses for 2018 for loans to customers' measured at

amortized cost:

Summary

7 799 460

1 879 367

(1 813 831)
(551 763)

12 959 945

18 573 570

(1 855 402)

1 883 976
(650 905)

4 645 250

8 492 886

(23 965)
(70 145)

1 202668

I 254 124

The expected
credit losses
for the entire

life-time of
impaired

assets

34 865 916

18 859 319

Total

12-month
expected

credit losses

The expected
credit losses
for the entire

life-time of
non-impaired

assets

Balance as at 1 January, 2018

Transfer to stage I
Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)

of the provision for credit losses within one

stage

as717 402 33 525 133 24 585 395 107 823 930

2263',1 507 27 661042
1 895243 (1 872 538)

(1 356 080) 1 456 810

(3 854 890) (4279742)

30 397 622 10 559 561

23 806 306
(22705)

(100 730)

8 134 632

(7 232108)

74 098 855

33 725 075

Legal entities

12-month
expected

The expected
credit losses
for the entire

life-time of
non-impaired

The expected
credit losses
for the entire

life-time of
impaired

Balance as at 1 JanuarY,2018
Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)

of the provision for credit losses within one

losses

19 207 024
1 275 014

(1 230 522)
(3 351 337)

26 01 3 763

18 948 454
(1 267 928)

1 331 252
(3 616 7e6)

(443 419)

17 509 918
(7 086)

(100 730)

6 968 133

(8 277 726)

55 665 396

17 292618

stage

6.,1 s1? s42 14 951 563 1 6 092 509 72 958 014
Balance as at 31 December, 2018



< Microcreditbank> J SCB
Nofes lo the financial statements for the year ended 31 December 2019

lndividuals
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(in thousands UZS)

The expected
credit losses
for the entire

life-time of
impaired

assets Total

12-month
expected

The expected
credit losses
for the entire

life-time of
non-impaired

credit

Balance as at 1 January,2018
Transfer to stage 1

Transfer to stage 2

Transfer to stage 3

Net expense from the creation / (restoration)

of the provision for credit losses within one

stage

18 433 459

4 374 977 4 374 977-includingnewloansissued 43/49t/ - - ao'-o"
8 492 886 34 865 916

All loans wete provided to companies operating in the Republic of Uzbekistan'

Inforn-ration on the credit quality of loans as of December 31, 2019 is as follows:

3424483 8712588
620229 (604 610)

(125 558) 125 558

(s03 553) (662 946)

6 296 388
(15 61e)

1 166 499

4 383 859 1 1 002 980 1 045 61 8 16 432 457

Loans to legal Loans to
entities individuals

Total

Undue
Overdue
- with a payment delay of less than 30 days

- with a delay in payment for a period of 30 to 90 days

- with a delay in payment for a period of 90 to 180 days

2689 205 415 819 825 508 3 509 030 923

38287 194

34 726 504
43 295 805

37 644 580

5 423 905

4 302278
3 098 039

3 323 368

43 711 099

39 028 782

46 393 844

40 967 948than 1 80

Total gross book value loans and advances to
customers

2 843 1 59 498 835 973 098 3 679 132 596

credit losses 122 103 725 75 828

2 721 056 399 782247 863 3 503 304 262
loans and to customers

Information on the credit quality of loans as of December 31,2018 is as follows:

Loans to legal Loans to
entities individuals

Total

Undue

Overdue
- with a payment delay of less than 30 days

- with a delay in payment for a period of 30 to 90 days

- with a delay in payment for a period of 90 to 180 days

1 252 489 169 784 256 204 2 036 745 373

27 A74728

I 264 139

't4 456 579
7 288 129

6 064 258

3 381 126

3 456 879

2 0't2 914

33 938 986

12645 265
't7 913 458

9 301 043
- with

Total gross book value loans and advances to
customers

1 311 372744 799 171 381 2',110 544 125

for credit 958 014) (34 865 91 (107 823

Total loans and advances to
1 238 414 730 764 305 465 2 002720',195
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(in thousands UZS)

< Microcreditbank > J SCB
fuotes lo the financialstafelrents for the year ended 31 December 2019

The following are payments teceivable on a finance lease and their present value:

31 December 31 December

Gross investment in finance leases

Unearned finance lease income

1 121 510

5 644 640

7 126946

(2 300 374)

Net investment in finance leases 6 766 150 4 826 572

Less than 1 From 1 to 5

Finance lease payments receivable as at 31 December, (560 007) 1 6g1 s17 1 121 s1o
2015
Unearned finance income 2 698 597 2 946 043 5 644 640

The carried value of lease payments receivable as at 31 2 138 590 4627 560 6 766 150

Total

Less than 1 From 1 to 5

Finance lease payments receivable as at 31 December, 2 918 327 4 208 619 7 ',t26 945
2018
Unearned finance income (732 178) (1 568 196) (2 300 374)

The carried value of lease payments receivable as at 31 2186149 2640423 4 826 572

Loans ancl advances to customets at fair value through profit or loss

The table below provides an analysis of the credit quality of loans and advances to customers, measured

at fair value through profit ot loss, provided by the Bank as of December 31',2019 using the borrowers'

credit quality .cale d"r,eloped by the Bank for loans and advances to customers, measured at amortized

cost:

Commercial
loans to legal

Consumer and
other loans to

individuals

Minimum credit risk 192 960 973 70 509 855 263 470 828

Low credit risk 123 874 746 441 925 312 565 800 058

Average credit risk 463 302 64 246 997 64 710 299

High c-redit risk - 69 064 089 69 064 089

Total loans to customers at fair value through profit or
loss

317 299 021 645746253 963045274

The table belorv provides an analysis of the credit quahty of loans and advances to customets, measured

at fair value tl'rtougl-r ptofit or loss, provided by the Bank as of December 31.,201,8 using the bottowets'

credit quality scale deveioped by the Bank for loans and advances to customers, measured at amortized

cost:

Commercial Consumerand
loans to legal other loans to

entities individuals Total

Minimum credit risk
Low credit risk

9 063 898 241 940 636 251 004 534
50 019 277 82 374 097 132 393 374

Average credit risk 7 449 768 - 7 449 768

Total loans to customers at fair value through profit or
loss

66 532 943 324314733 390 847 676
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Below is the concenttation of loans by economy:

31 December
2019

40
(in thousands UZS)

31 December
20'18

lndividuals
lndustry
Services
Housing and communal services
Trade
Agriculture and food industry 39 543 232

Building 12 365 652
Transport and communications 3 979 046
orher 2477 602

645 746 253
112 183 533
57 381 931
45 808 699
43 559 326

324 314 733
18 904 441
4 081 658
't 149 087

17 742 383
I 574 135

11 ',t93147
282 210

3 605 882

Total loans and advances to customers at fair value through profit or loss 963 045 274 390 847 676

Information on the ctedit quality of loans as at 31 Decembet, 20t9 is as follows:

Loans to legal Loans to
entities individuals

Total

Undue

Overdue
- with a payment delay of less than 30 days

314917 961 637 909 451

861 272 4 901 084

952827 412

5 762 356

- with a delay in payment for a period of 30 to 90 days 1 519 788 2 935 718 4 455 506

Total loans to customers at fair value through profit or
loss

317 299 021 645 746 253 963 045 274

Information on the credit quality of loans as of December 31, 2018 is as follows:

Loans to legal Loans to
entities individuals

Total

Undue
Overdue
- with a payment delay of less than 30 days

65 449 887

1 073 951
9 105

321 437 272

1 813707
1 063 754

386 887 1 59

2 887 658
1 072 859- with a delay in payment for a period of 30 to 90 days

Total loans to customers at fair value through profit or
loss

66 532 943 324 314 733 390 847 676
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t1 I nvestment financial assets

41
(in thousands UZS)

Securities measured at amortized cost

Securities classified as measured at fair value through other comprehensive
income - equity instruments

116 733 457

378 924

31 December

341 924

Total investment financial assets 1't7 112 381 341 924

Secudties rneasured at artortized cost

31 December 31 December
2019 2018

Government bonds 1 17 350 949

(617 492)
Provision for credit losses

Total securities measured at amortized cost 116 733 457

Tlre table below provides an anaiysis of the credit dsk of debt secutities measuted at amorttz.ed cost as at

December 31.,2019, for which the estimated allowance for expected credit losses is recognized based on

credit risk levels.

Low credit risk Total

Government bonds 117 350 949 '1 '17 350 949

(617 492) (617 492)
Provision for credit losses

Total securities measured at amortized cost 1',16 733 457 116 733 457

Securities classified as measure d at fafu value thtough othet comprehensive income - equity
instfuments

31 December 31 December
2019 2018

JSC'DORIDARMON' 271 704 271 704

LLC "Rynok, Dengi and Kredit" 77 000 40 000

Credit Bureau "KATM" 30 220 30 220

Securities classified as measured at fair value through other
comprehensive income - equity instruments

378 924 341 924
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Fixed and intangible assets

42
(in thousands UZS)

1 093 621 217 024689 ',l 375814 218 400 503

1 093 621 271 937 537 4 102 356 276 039 893

Below is the information on the movement of fixed assets and intangible assets as at 31 Decembet 20L9:

E .. .. Office and Assets in the

JJ"TJl,n"i'il3 
"",'J|J#:"J, 

''Til;d*' Tl?:X:i:T ""'S::'fo '":::*'" ,",",

Residual value as at
31 December,2018

lnitial cost

Balance as at 31

December,2018
The effect of the first
application of IFRS
16 as at 1 January,
2019
lncome

166 119 105 49 811 963

187 484811 83 359 105

6 551 143

1 165 420 1 7 694 693
(182 303)

6 551 143

54 053 986
(5 901 579)

- 6 551 143

1 345 315 55 399 301

(13 167) (5 914 746)Disposal and write-off
lnternal

265 200
(106 963)
7 812220

34 928 673
(5 612 313)

799 059

Balance as at 31 1 95 455 268 113 474 524

611

7 716 563 9 994 732 326 641 087 5 434 504 332 075 591

Acc u m u I ate d de p re c i ati on

Balance as at 31

December, 2018

Depreciation
deductions
lnternal displacement

21 365 706 33 547 142

5 651 418 14131 279

'195 455 (195 455)

- 54 912848 2726 542 57 639 390

61 0 480 - 20393 177 989 890 2'1 383 067

Disposat and write-off - (5 145 926) - - (5 145 926) (13 167) (5 159 093)

Balance as at 31 27 212579 42337 040 610 480 - 70 160 099 3 703 265 73 863 364
December,2019

Residual value as at 168 242 689 71 137 484 7 1 06 083 9 994 732 256 480 988 1 731 239 258 212 227

31 December,2019

Below is the information on the movement of fixed assets and intangible assets as at 31 Decembet 2018:

Buirdings and :lf:fl:l -ff?:li.'':, construction rotar rixed rntangibreconstructions 
"*i,ir"l"t usei risnts in progress assets assets Total

Residual value as at
1 January, 2018

lnitial cost

Balance as at 1

January, 2018

lncome
Disposal and write-off
lnternal

Balance as at 31
December,2018

168 958 080 52662922

80 214722

8 509 412
(4 907 5e4)

435)

187 484811 83 359 105

4 815 537 226 436 539 2 031 581 228 468 120

4 298 529 271 284 370

183 268 13319272
(474 680) (8 563 74e)

95 239

181 955 582

1 179 955
(3',t81 475)

7 530749

4 8',15 537

3 446637

(7 168

266 985 841

13 136 004
(8 089 06e)

1 093 621 271 937 537 4102 356 276 039 893

Accu m u I ate d de p re ci ati o n

Balance as at 1

January,2018

Depreciation

'12997 502 27 551 800

9 059 249 12294612

- 40 549 302 2266948 428',16250

- 21 353 861 858 082 22211 943
deductions
lnternal displacement 1 391 676 (1 391 676)

Disposat and write-off QOB2721) (4 907 594) (6 990 315) (398 488) (7 388 803)

Balance as at 31
December. 2018

21 365 706 33 547 142 - 54912848 2726 542 57 639 390

Residual value as at
31 December,2018

166 119 105 49 811 903 1 093 621 217 024689 1 375814 218 400 503
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It Other assets

43
(in thousands UZS)

31 December 31 December
201 9 201 8

Other financia, assefs
lncomplete transactions with bank cards

Commission income receivable

Receivable on Money transfer operations

B 093 405

12 043

1 730 184

1 407 192

Less provision for credit losses (80 e34) (404 756)

Total other financial assets 8 024 5',t4 2732 620

Oth e r n o n -fi n ancral assefs
Prepayment for equipment and goods

Prepayment for objects for leasing

Prepayment for seryices

Non-current assets held for sale

Accounts receivable from employees

Tax calculations other than income tax

Other non-financial assets

6 376 170

5 799 802

1 229 918
404 977

167 177

1 574 433

1 523 072

B 123 994

589 733

624 214

347 359

Less provision for impairment of other non-financial assets (983 956) (6 712 628)

Total other non-financial assets 12 994 088 6 070 177

Total other assets 21 018 602 8 802797

The table below provides a reconciliation of incoming teserwe balances fot losses on other financial assets,

disaggregated by category. An approach to estimating expected credit losses is disclosed in Note 30'

12-month
expected credit

losses Total

Provision for expected credit losses as at 31 December, 2018 404 756 404756

Net creation / (recovervt of provision for expected credit losses (3118??) (3118?)

December,201g 80 934 80 934

12-month
expected credit

losses Total

Provision for expected credit losses as at 1 January 2018

Net creation / (recovervt of provision for expected credit losses 404 756 404 
1??

Provision for expected credit losses as at 31 December 2018 404 756 404 756

,t4 Due to other banks

31 December
2019

31 December
2018

Due to other banks measured at amortized cost

Due to other banks at fair value through profit or loss

1 255 550 581 287 062 340

Total due to other banks 1 255 550 581 287 062 340
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Amounts due to otberbanks medsilred at amortized cost

31 December
2019

44
(in thousands UZS)

31 December
2018

Term deposits of banks
Correspondent accounts and deposits of overnight banks
Other

1 255 208714
341 867

286 931 562
113396

17 382

Total due to other banks measured at amortized cost 1 255 550 581 287 062 340

As at December 31, 20t9, the Bank has funds from othet banks in two banks (2018: one bank), which
exceed 10 percent of the bank's capital. The balance of this bankis 511,927,597 thousand UZS (201.8:

194,900,000 thousand UZS).

Gustomer deposits

31 December 31 December
20't9 2018

{5

State and public organizations
Demand deposits

Term deposits

Other legal entities
Demand deposits

Term deposits

lndividuals
Demand deposits

Term deposits

29 172 621

478 431 497

38 089 005

486 715 844

421 671 839 219 884 701

75 852 436 79 322722

161 407 309 1 '1 5 564 004

212436754 120 839 331

Total customer deposits 1378972456 1 060415607

As at Decembet 31, 201.9 ancl December 31.,2018, customer deposits wete recotded in the amount of
6,953,381 thor-rsand UZS and 27,506,703 thousand UZS, respectively, which are collatetal for letters of
credit and othet similar serwices provided by tl-re Bank.

As atDecember 31,201.9,the Bankhas no customers (2018: fout customers) inwhich balances exceed

1.0o/o of tlre Bank's capital. (2018: Balance of funds 465,415,61.6 thor"rsand UZS).

In accordance with the legislation of the Republic of Uzbekrstan, the Bank is obliged to repay the deposit
amount of an individual at the fltst request of the depositor. In cases whete a fixed-term deposit is

teturned to the depositor at his request before the expiration of the tetm, intetest on the deposit is patd

in an amount cortesponding to the amolrnt of interest paid by the Bank on demand deposits, unless

otherwise specified by the agreement.

16 Debt Securities Issued

31 December 31 December
2019 2018

Certificates of deposit 106'171 952 83 087 259

Total issued debt securities 106 171 952

Issued cettificates of deposit at an intetest tate ftom B.5o/o to 160/o pet annum.

83 087 259
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45
(in thousands UZS)

31 December 31 December
201 I 2018

Other borrowed funds measured at amortized cost 520 69'1 703 442 985 201

Other borrowed funds at fair value through profit or loss 591 961 41Q 322 109 245

Totalottrerborrowediunds 1 112653119 765094446

Other bortowed funds measured at amortized cost

31 December
20'19

31 December
20'18

Borrowings from other lenders

Borrowings from other banks
Borrowings from CBU

Finance lease liabilities

277 775 270

209 553 960

2'l 101 639

6 538 089

5 722 745

63 586 541

379 398 660Extrabudqetary borrowings

Total other borrowings measured at amortized cost 520 691 703 442 985 20',1

Other borrowed funds at fair value through profit or loss

31 December 31 December
2019 2018

Borrowings from non-banking financial institutions

Extrabudgetary borrowings
Borrowings from other lenders
Borrowings from CBU

Borrowings from the Ministrv of Finance of the Republic of Uzbekistan 17 584 901 -

Total other borrowed assets at fair value through profit or loss 591 961 416 322109245

338 158 297

97 015977 138 800 914

94697 594 27 841 195
44 504 647 155 467 136

{8 Other Iiabilities

31 December 31 December
2019 20'.18

Other fi n an cial li abi I ities
Accounts payable

Transactions by money transfer system

Dividends payable

Accrued expenses for the payment of remuneration to staff
[lpovue Srraxcoeute o6sgarenucrea

20 709 402

2357 794

92 817

7 200

1 619 584

634 540

'1 391 361

65 '128

3 925 679

Total other financial Iiabilities 24 786 797 6 016 708

Oth er non-fi nancial I iabi lities

Provision for credit losses on credit related commitments and provision for other
liabilities
Taxes payable, excluding income tax

Profit tax payable

Deferred commission income
Other non-financial liabilities

18 602 012

3118578

2 994 000

7 741

11 923 604

4 669 730

86 440

8 722

576 777

2472233',1 17 265 273
Total other non-financial liabilities

Total other liabilities 49 509 128 23 28',1 981
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(in thousands UZS)

The movement of the allowance for credit losses on credit telated commitments and other conttngent

Irabilrties for the ),ear ended December 37,201,9 is presented below:

Credit commitments
Guarantees and unused credit

issued lines Total

Provisions for credit losses on credit commitments and
other contingent liabilities as at 31 December 2018
Net creation / (recovery) of provision for expected credit
losses

2 416 392

1 637 920

9 507 212 11 923 604

5 040 488 6 678 408

Provisions for credit losses on credit commitments and 4 054 312 't4 547 700 18 602012

other continqent liabilities as at 31 December 2019

f'he movement of the reserwe for credit losses on credit telated commitments and other contingent

lrabilrties for the ),ear ended Decembet 31,,2018 is presented below:

Credit commitments
Guarantees and unused credit

issued lines Total

Provisions for credit losses on credit commitments and
other contingent liabilities as at 1 January 2018
Net creation / (recovery) of provision for expected credit
losses

2 924 311

(507 919)

14357 881 17 282'.192

(4 850 669) (5 358 588)

Provisions for credit losses on credit commitments and 2 416 392 g s07 212 11 923 504
other continqent liabilities as at 31 December 2018

19 Share capital

The annor-rnced, issued and fully paid-up share capital includes the foliowing components:

Ordinary
The number of shares,
shares, pieces thousand UZS

Preferred shares,
thousand UZS

The effect of Total
hyperinflation

1 January 2018 555 011 506 592 608 108
94974692 101 432971

144 180_ 280 545 593 032 833
- 101 432 971lssue of new shares

31 December 2018 649 986 198 694 041 079 144 180 280 545 694 465 804

lssue of new shares 887 212731 947 543 197 947 543 197

31 December 2019 1 537 198 929 1 641 584276 '144180 280 545 'l 642 009 001

As at 31 December, 201,9, 11'te total numbet of authotized ordinary and preferred shates is 1.,537,064

tl-rousand shares and 135 thousand shares, respectively (December 31,,2018: 649,851' thousand shares and

135 thousand shares), with a nominal value of 1,068 UZS per share. Each share provides one vote.

Preferred shares are non-redeemable and take ptecedence ovet ordinary shares in the event of liquidation
of the Bank. Prefered shates give holdets the tight to participate in the genetal meeting of shateholders,

but do not provide voting rights, except rvl-ren decisions are made regarding the teotganizadon and

liquidation of the Bank, and wl-ren changes to the Charter of the Bank ate ptoposed that resttict the rights

of holders of preferred shares.
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lnterest income and expense

47
(in thousands UZS)

20

December 2019 December 2018

lnterest income calculated at the effective interest rate

For the year
ended 31

479 239 292
't2 820 557
6 768 986

For the year
ended 31

310 031 084
8'12 439
204 442

Loans and advances to customers
Due from other banks
lnvestment financial assets
Cash and cash equivalents 121 184 20 133

Total interest income calculated at the effective interest rate 498 950 019 311 068 098

Other interest income
Loans and advances to customers
Due from other banks

141 100740 82 000 702
729 445722

143 786 462 82730 147Total other interest income

lnterest expense calculated at the effective interest rate

Customer deposits
Due to other banks
Other borrowings

107 140276
52377 347
17 146 536
16 589 294

71 918 018
20 166 819

2 196 443
't3 204 755Debt Securities lssued

Total interest expense calculated at the effective interest rate 193 253 453 1 07 486 035

Oth er i nte rest expenses
Other borrowings 88 169 742

15 827
43771 193

Other liabilities

Total other interest expense 88 185 569 4377',1 ',193

Net interest income 361 297 459 242 541 017

21 Gommission income and expenses

For the year For the year
ended 31 ended 31

December 2019 December 2018

Commission income
Settlement operations
Foreign currency customer transactions
Bank Card Operations
Cash Operations

Account Management (l nteractive Services)

Commissions for documentary operations and other credit related commitments

Securities Commissions
Other

41 564 000
11 787 777
I B4B 773
6 403 510

4 385 297

1 072339

19

1 489 057

44 629 802
B 008 607

991 529

441 383

Total commission income 75 550 772 54 071 321

Commission expense
Bank Card Operations
Encashment services
Cash Operations
Foreign currency customer transactions
Settlement operations

Commissions for documentary operations and other credit related commitments

'10 403 0s9
10 272 305
2 530 959
1 930 491
1 785 707

908 745

23 915
428 687

523 168
1 1 080 816

706 153
3196145

883 524

58 488
277 020

Securities Commissions
Other

Total commission expenses 28 283 908 16 725 314

Net commission income 47 266 864 37 346 007
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For the year For the year
ended 31 ended 31

December 2019 December 2018

22

lncome from rental of fixed assets

lncome from the sale of collateral

Fines and penalties

Dividends
Other

4 199 377

1 284 825
494 530

81 945
'1231 193

3 099 268

2 008 033

131 632
30 701

2061 412

Total other operating income 7 291 870 7 331 046

23 Administrative and other operating expenses

For the year For the year
ended 31 ended 31

December 2019 December 2018

Salaries and bonuses

Single social payment

139 991 955

37 214 382
16 058 158

110589842
28 488 112
11 488 974Other

Staff costs

benefits

1 93 264 495 150 566 928

Security
Depreciation

lnsurance

Stationery

Travel expenses

Repairs
Membership fee

Other taxes, except income tax

Maintenance software

Utilities

Professional services

Vehicle maintenance costs

Communication
Loss on sale of fixed assets

Advertising

Charity and sponsorship expenses

Hospitality expenses
Fine and penaliies

Lease
Other

26 312 481

21 383 067

8 862 516

6 657 436

3 688 380

2 862 049
2 683 557
2 309 153

2 053 146

2 009 700

1 970 145

1 606 236

1 535 621

1 209 335

264 921

853 647
515 478

2 464 02;

'18165 366

22211 943
1 '198 189

6721 656
3 695 561

1 968 538

1 893 865
18 046 321

1 502402
1 482 540

737 081

1 357 245
568 112

373 108

4631 129

461 850
I 676

947 613
7 570362

89 240 897 93 542 557
Total other operatinq expenses

Total staff and other operating expenses 282 505 392 244 109 485
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Income tdx expense components

Income tax expeflse includes the foliowing compoflents:
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For the year For the year
ended 31 ended 31

December 2019 December 2018

Current income tax expense

Deferred taxation

3 123 990
'1 'l 386 181

3 741 752
2729 018

lncome tax expense for the year 14 510 171 6 470 770

Reconciliation of tax expense and profit or loss multiplied by applicable tax rate

tror 201,9 and 2018, the income tax rate applicable to most of the Bank's profit, corporate income tax is

20 and 22 percent, respectively.

In accordance with Presidential Decree No. PP-3694 "On measlrres to improve the financial condition
and further improve the activities of the Joint-Stock Commercial People's Bank of the Republic of
Uzbekistan and the Joint-Stock Commercial Bank" Microcteditbank "dated May 04,2018, The Bank is

exempted from pal.ing all types of taxes wrth the purposeful allocation of funds teleased as a result of this

benefit to increase the state share of the Ministry of Finance of the Republic of Uzbekistan in tl-re

atrthorized capital of Halyk Bank and Microcredit Bank and from paying customs duties (excluding

cLrstoms clearance fees) for imported bankrng equipment and machinery not manufactured in the

Republic of Uzbekistan, according to lists approved in the established mannet. In cases where 
^ny P^rt

of the money from the amount saved by reducing tax payments is not used within the agreed time, this

amount is payable to the tax authorities.

The following is a comparison of theoretical tax costs with actual tax costs:

For the year
ended 31

For the year
ended 31

December 2019 December 2018

lncome before tax

Theoretical tax deductions at the established rate - 20% (2018:22o/o)

Tax effects of income or expenses that are not deductible for tax purposes:

- expenses that do not reduce the tax base

30 889 064

6 177 813

I 332 358

21 377 267

4 702 999

1 767 771

lncome tax expense for the year 14 5',|0 171 6 470 770

Deferred tax analysis by types of temporary differences

Diffetences between IFRS and tax legislation of the Repubhc of Uzbekistan
differences between the book value of assets and liabiliues fot the Pur?ose
statements and fot calculating income tax.

give rise to temporarT
of preparing ltnancial
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The tax consequences of the movement of these temporary differences for 2019,rvhich are recorded at a

rate of 20 percent, are presented in detail below.

Restored /
(allocated) to

31 December profit and loss 31 December
2019 account 2018

Tax effects of temporary differences that reduce /
(increase) the tax base
Cash and cash equivalents

Due from other banks

Loans and advances to customers

I nvestment financial assets

Fixed and intangible assets

Customer deposits

Other borrowings

Other assets

Other liabilities

79 248

843 882
66 949 074

652 477

(20 514 867)
156 470

(60 778 362)

46 245
3 908 67'1

79 248

1 696 975

64 407 266
656 169

6 512 726

156 470
(87 302 525)

(1 347 287)
3 754 778

(853 0e3)

2 541 808
(3 6e2)

(27 027 593)_

26 524 163

1 393 532

153 893

(8 657 163) (11 386 181) 2729 018
Net deferred tax assets

Recognized deferred tax assets 72 636 066 (71 592071) I 043 995

Recoonized deferred tax liabilities (81 293 229) 82 978 252 1 685 023

Net deferred tax (liability) / assets (8 657 163) (1'l 386 181) 2 729 018

The tax conseqlrences of the movement of tl-rese temporary differences for 201.8, which are recordecl at a

rate of 22 percent, are Presented in detarl below.

Restored /
(allocated) to

31 December profit and loss 31 December
2019 account 2018

Tax effects of temporary differences that reduce /
(increase) the tax base
Due from other banks
Loans and advances to customers
lnvestment financial assets
Fixed and intangible assets

Other borrowings
Other asseis

(853 093)
2 541 808

(3 6e2)
(27 027 593)

26 524 163
1 393 532

921 603
I 282 747

27 887
(865 ee2)

(22 597 678)
(1 163 983)

68 510
11 824 555

24 195
(27 893 585)

3 926 485
229 549

(1 3BB 336)Other liabilities 153 893 (1 542 229)

Net deferred tax assets 2729 018 (15 e37 645) (13208627l.

Recognized deferred tax assets (27 884 378) 10 427 012 (17 457 366)

Recoqnized deferred tax liabilities 30 6'13 396 (26 364 657) 4 248 739

Net deferred tax (liability) / assets 2729 018 (15 937 645) 113 2O8 627)
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25 Earnings per share

Basic earnings per share are calculated by dividing the net profit attributable to ordinary shares by the

weighted average number of ordinary shares outstanding dr-rring the 1rs21 minus the average number of
ordinary shares reputchased by the Bank fton-r sharehoiders.

The Bank does not have ordinar). shares potentially diluung earnings per share. Thus, diluted eamings per
sl-rare equal basic earnings per share.

For the year For the year
ended 31 ended 31

December 2019 December 2018

Profit / (loss) for the year attributable to preferred shareholders

Profit / (loss) for the year attributable to ordinary shareholders

2 454

16 376 439

J Jb/

14 903 130

Net profit for the period attributable to shareholders (thousand UZS) 16 378 893 14 906 497

Weighted average number of preferred shares outstanding during the period
(pcs)

Weighted average number of ordinary shares outstanding during the period
(ocs)

135 000

900777 581

135 000

597 550 066

18,18 24,94
Basic and diluted earnings / (loss) per preferred share (pcs / UZS)

Basic and diluted earnings / (loss) per ordinary share (pcs / UZS) 18,18 24,94

26 Gontingent financial Iiabilities

26.1 lnsurance

The Bank did not carry out full insurance of fixed assets, insurance against the termination of activities,

or in respect of third-party Jiability in terms of property or environmental damage resulting from
equipment malfunctions or in connection with the Bank's core business. Untrl the Bank is in a position
to receive adequate insutance coverage, there is a dsk that the loss or damage to its assets could have a

matetial adverse effect on the Bank's operations and flnancial condition.

26.2 Legal issue

In the ordinary course of business, the Bank is subject to legal actions and claims. According to the

management, the probable obligations (if anfl arisrng as a result of such claims or claims will not have a

material adverse effect on the Bank's financial position or results of operations in the future.

26.3 Tax law

Tax and clrstoms legislation, as well as legislation in the field of currency tegulation of the Republic of
Uzbekistan, allow for different interpretations and ate subject to ftequent changes. Moteover, notmative
legal acts issued by various state bodies may contradict each other. Management's intetpretation of the

law as applied to the operations and activities of the Bank may be challenged by the relevant authodties.

Uzbek tax authorities may take a tougher stance when interpreting legislation and assessing chatges, and

it is likely that tansactions and activities that l-rave not been disputed in the past will be challenged. As a

result, signiflcant amounts of additional taxes, penalties and intetest may be chatged. Tax pedods remain

open for review by the relevant tax authorities fot tax payments for five calendar yeats. previous year fot
which verification is carried out. In some cases, inspections may cover longet periods.

The Bank's management believes that its interpretation of the relevant legislation is correct and that the

Bank will confilm its tax, currency and customs positions. r\ccordingly, at 31 Decembet 2019,
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management drd not form a provision fot potential tax liabtltties, According to the Bank, there are no

potential tax liabilities, with the exception of the unlikely.

26.4 Gompliance with special conditions

The bank must comply with cetain special conditions, mainly telated to botrowed funds. The Rank had

special financial conditions with foreign {tnancial institutions. In accotdance with these loan agreements,

the Bank must comply wtth the televant financial special conditions on the basis of ftnancial statements

prepared in accordance with IFRS.

Tl-re Bank agreed to comply with the following financial conditions prescribed in the respective loan

agreeme11ts:

Financial terms according to the Credrt Agreernent with the Islamic Cotpotation fot the Development of
the Private Sector (hereinafter referred to as the "ICDPS"):

o Ratio of the ratio of RegulatorT capital to dsk-weighted assets of at least 1,1.5o/o during the term

of the agreement with tl're ICDPS;
o The maximum risk per borrowet or group of teiated botrowets should not exceed 25o/o of Tter

I capital;
o Liquidi$ coverage ratio of at least 800/o;

o Net stable financing ratio of at least 1,00o/o;

o The ratio of problem and doubtful loans to the aggregate of al1 loans in the Bank's loan portfolio
is not mote than 5oh;

o The ratio of total operating expenses to operating income not exceedingT}ok;

o Comply with all standards established by the Central Bank of the Republic of Uzbekistan or other

tegulatory and superwisory authorities.

As at December 31, 201,9,the Bank makes a separate calculation to comply with the above financial

conditions.

26.5 Gredit related commitments

The main objective of these tools is to eflsure that funds are provided to customers as necessary.

Guarantees and guarantee letters of credit, which are itrevocable obhgauons of the Bank to make

payments in the event that a client fails to fulfill its obligauons to thud parties, have the same level of
credit risk as loans. Documentary and commodity letters of credit, which are the Bank's written
obl,igations to make paymsnlr on behalf of customers within the agreed amount rvhen certain conditions

are met, are provided with appropriate deliveries of goods or cash deposits and, accordingly, have a lower

risk level than direct lending.

In addition to credit related commitments, the Bank provides glrarafltees fot the Propef petformance of
comrnitments. Banks for the propef petformance of obligations ate insutance conttacts that Provide fof
compensation in case the othet party is unable to fulfiil the conttactual obligation. Such contracts, in
addiuon to credit risk, convey the non-financial risk of default. The risk undet contracts to ensure the

proper performance of obligations lies in the likelihood of an insutance event (that is, non-fulfillment of
contractual obligations by tl-re othet party). The main tisks of the Bank are significant changes in the

freqr.rencl, and amount of payments atising from such agreements, compared with the forecast. The Bank

uses histotical data and statistical methods to forecast the volume of such payments. Claims must be

submitted before the contract expires, and most claims must be resolved in the short tetm. This enables

the Bank to provide a high degtee of cettainty regarding planned Payments and, as a tesult, futute cash

flows. The Bank manages such risks by constantly monitor'ing the level of payments for sucl-r products

and is able to adjust future commissions based on tl-re experience of changing insutance claims payments.

The Bank has a ptocess for ptocessing claims for claims insurance claims, which provides for the right to
teview ciaims and reject falsified or inadeqr-rate claims.

In 20L3 and 20L7, the Bank signed a financial line agteement with the ICDPS fot the amollnt of 8,000

thousand US dollars and 1,2,000 thousand US dollars, tespectively. The line will be used to finance small
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businesses and pdvate entrepreneurship in the Republic of Uzbekistan, while banks ate given the right to
act as an agent in relation to funded projects. The Bank provides a guarantee to the ICDPS fot the non-
retLrrn by the ICDPS of allocated funds for approved and funded projects.

The terms of financing under an agreement wrth the ICDPS are stt:Lrctured in such a way that the Bank
does not bear credit risk associated with projects f,rnanced from the ICDPS funds, except for the risk of
unforeseen circumstances under the relevant guarantees issued under these projects. Thus, the funds used

to frnance projects in accordance with the terms of the agreement with the ICDPS are teflected in off-
balance accor'ints. As at December 31, 201,9, the Bank cteated an expected credit loss of 4 054 302

thousand UZS in the statement of financial posruon.

In accordance with the terms of the ICDPS financing agreement, the Bank is oblged to comply with all

prudential standards established b), the Central Bank of the Republic of Uzbekistan, as weil as some othet
financial covenants. As at December 31, 2019, the Bank makes a separate calculation to comply with the

above financial conditions.

The tabie below ptovides credit related commitments and guarantees for the p(oper perfotmance of
obligations:

31 December 31 December
2019 2018

Guarantees issued
Credit commitment
Letters of credit

1 12 904 990
667 843 900

6 962 191

120977 004
168 081 322
27 880 1 96

Total credit commitments before deducting provision for credit losses

Less provision for credit losses

787 71',t 081 316 938 522

(18 602 012) (11 923 604)

Total credit related commitments 769 109 069 305 014 918

Obligations on import letters of credit are secuted by deposits with customer accounts in the amount of
6,9 53,381 thousand U ZS (2018: 27,50 6,7 03 thousand UZS).

The change in the provision for credit losses on ctedit related commitments is presented rn Note 18.

27 Related party transactions

For the purposes of compiling these financial statements, the parties are considered related if one of them
has the ability to control the other or have a significant influence on the other party's financial and

operational decisions, as set out in iAS 24 "Related Party Drsclosures". When considedng all possible

telationships with related parties, the economic content of such relationsl-rips, and not only their legal

fotm, is taken into account.

In tl-re normal cou.rse of business, the Bank conducts transactions with its main shareholdets, managers,

and othet parties. These opetations include settlements, loans, deposit taking, guarantees, financing of
trade operations and foreign currency transactions. Accotding to the Bank's policy, all transactions with
related paties are carried out under the same conditions as transactions with independent parties.
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31 December 2018

The following are balances with related parties:

Other related
Shareholders parties

Other related
Shareholders parties

Assets
Cash and cash equivalents

Due from other banks
Loans and advances to customers
lnvestment financial assets

Liabilities
Due to other banks
Customer deposits
Debt Securities lssued

Other borrowings

116 733 457

- 227 223526
1 427 245 550 934 004

- 4 500 000

348 965 801

117 360 164 45 604 973
248 650 011

36 630 438
356 67;

46 358 120

42 030 000 204 900 000
1 1 900 000

379 398 660

The rates of income and expenses from related parties for 201.9 and 201.8 are presented below:

For the year ended 31 December For the year ended 31 December
2019 2018

Other related Other related
Shareholders parties Shareholders parties

lncome and expenses
lnterest income calculated at the effective
interest rate
Other interest income
lnterest expense calculated at the effective
interest rate
Other interest expenses

Administrative and other operating expenses

- Remuneration of key management
personnel

6 768 986

(31 520 146)

(32 794 763)

664 676

552 616

(168 121)

(5 749 074)

(5 749 074)

1 121 850

(4 859 643)

(1 596 436)

(1 596 436)

2A Fair value

Fair value is deflned as the pdce at which an instrument can be exchanged as part of a current transaction
between interested parties wishing to close a transaction on market terms, with the exception of a forced
sale or liquidation. The best confirmation of the fait vaiue is the quotation of a financial instrument in an

active market. Since for tl-re majonty of financial instruments the Bank does not have a liquid rnarket, their
fair value should be determined based on the existing matket conditions and specific risks associated with
a specific instrument. The estimates presented below may not cotrespond to the amounts that the Bank
is able to receive upon the market sale of the entire available package of a specific instrument.

The Rank uses the following l-rieratch;, to determine and disclose tl-re fair value of fir-rancial instruments
depending on the valuation methodologies:

o Level 1: quoted (unadjusted) ptices in active matkets for identical assets and l-iabihues;
o Level 2: methodologies in which all inputs that significantly affect fait value are directly ot

indirectly obserwed on the open matket; and
o Level 3: methodologies that use inputs that signi{lcantly affect fait value, not based on data

obserwed on the open mariiet.
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Level 3 Book valueLevel 2

Financial assets at fair value or revalued value

Due from other banks
Term deposits in banks

Loans and advances to customers
Commercial loans to legal entities

Consumer and other loans to individuals

lnvestment financial assets

Securities classified as measured at fair
value through other comprehensive income -
equity instruments

11 620 619

1 1 620 619
11 620 619
11 620619

963 04s 274

317 299 021

645 746 253

378924

378 924

963 045 274

317 299 021

645 746 253

378 924

378 924

The table below summarizes the analysis of assets recorded at fair value in the context of assessment
hierarchy levels as at December 31.,2018:

Level 1 Level 2 Level 3 Book value

Financial assets at fair value or revalued value

Due from other banks
Term deposits in banks

Limited Use Cash

Loans and advances to customers
Commercial loans to legal entities

Consumer and other loans to individuals

lnvestment financial assets

Securities classified as measured at fair
value through other comprehensive income -
equity instruments

I 624 589
8 624 589

357 425_

357 425

390 847 676
66 532 943

324 314 733

341 924

341 924

8 982 014
8 624 589

357 425

390 847 676
66 532 943

324 314 733

341 924

341 924

The table belorv slrmmarizes the anal)rsis of assets carried at amortlzed cost, carried at fait value, by
hierarchy of valuation as at December 31,201,9:

Level 1 Level 2 Level 3 Book value

Financial assets carried at amortized cost

Cash and cash equivalents
Cash on hand

Current account balances ln CBU

Current account balances in other banks

Mandatory reserves in CBU

Due from other banks
Term deposits in other banks placed for a
period of more than 90 days

Loans and advances to customers
Commercial loans to corporate clients

Consumer and other loans to individuals

lnvestment financial assets

Securities measured at amortized cost

Other financial assets

173 330 586
173 330 586

234 424 787

97 296 380

137 128 407

43 446 340

246 686 992

246 686 992

116 733 457

116733 457

3 679 132 596
2 843 159 498

835 973 098

I 024 514

- 407 755373
- 173 330 586

- 97 296 380

- 137 128 407

43 446 340

246 686 992

246 686 992

3 679 1 32 596
2 843 159 498

835 973 098

116 733 457

1',t6 733 457

I 024 514
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The table below presents an analysis of assets caried at amorttzed cost, carried at fair value, brolien down
by hteratchy of valuation as at 31 December 2018:

Level 1 Level 2 Level 3 Book value

Financial assets carried at amoftized cost

Gash and cash equivalents
Cash on hand

Current account balances in CBU

Current account balances in other banks

Mandatory reserves in CBU

Loans and advances to customers
Commercial loans to corporate clients

Consumer and other loans to individuals

Other financial assets

129 368 348
129 368 348

128 463 626_

56 172 957

72 290 669

26 845 096

- 257 831 974
- 129 368 348

- 56 172957

- 72 290 669

- 26 845 096

- 21'.t0 544'.t25 2110 544125
- 1 31 1 372744 1 311 372744

- 799 171 381 799 171 381

2732 620 2732 620

The followrng is an estimate of the fair value of the classes of financial liabiliues of the Bank by tl-re level
of the lrietatchy of fair value soLlrces as at December 31.,201.9;

Level 1 Level 2 Level 3 Book value

Financial liabilities at fair or revalued value

Other borrowings
Borrowings from CBU

Extrabudgetary borrowings
Borrowings from other banks

Bonowings from the Ministry of Finance of
the Republic of Uzbekistan

Borrowings from non-banking financial
institutions

Borrowinqs from other lenders 94 697 594

- 59'1 961 416 591 961 416
- 44 504 647 44 504 647
-_ 97 015 977_ 97 015 977_

- 17 584 901 17 584901

- 338 158 297 338 "t 58 297

94 697 594

T'he following is an estimate of the fafu valtie of the classes of financial liabilities of the Bank by the level
of the hietarchy 6f fair value sources as of Decembet 31,201.8:

Level 1 Level 2 Level 3 Book value

Financial liabilities at fair or revalued amounts

Other borrowings
Borrowings from CBU

Extrabudgetary borrowings

Borrowings from other lenders

322109 245 322109 245
't 55 467 136 155 467 1 36

138 800 914 138 800 914

27 841 195 27 841 195
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The table below provides an analysis of liabilities carried 
^t ^mofilzed 

cost, caffied at fait vaiue, by level
of assessrnent hierarchy as at 31 December 2019:

Financial liabilities carried at amodized cost

Due to other banks
Term deposits of banks
Correspondeni accounts and overnight
deposits of banks

Customer deposits
Demand deposits
Term deposits

Debt Securities lssued

Certificates of deposit

Other borrowings
Borrowings from other lenders
Borrowings from other banks
Borrowings from CBU

Finance lease liabilities
Extrabudgetary borrowings

Other financial liabilities

'l 255 208714
1 255208714

341 867

341 867

612 251 769
612 251 769_

766 720 687

766 720 687

1 255 550 581
1 255208714

341 867

1 378 972 456
612 251 769
766 720 687

106 171 952 106 171 952

106 171 952 106 171 952

520 691 703 520 691 703
277 775 270 277 775 270
209 553 960 209 553 960

21 101 639 21 "t01 639

6 538 089 6 538 089

5722745 5722745

24 786 797 24 786 797

Tlre table belowprovides an analysis of liabilities catried attrmottized cost, carried at fairvalue, b). ler,.l
of assessment hierarchy as at 3L December 2018;

Level 1 Level 2 Level 3 Book value

Financial liabilities carried at amortized cost

Due to other banks
Term deposits of banks

Correspondent accounts and overnight
deposits of banks
Other

Customer deposits
Demand deposits
Term deposits

Debt Securities lssued

Certificates of deposit

Other borrowings
Extrabudgetary borrowings
Borrowings from other lenders

Other financial liabilities

286 931 562
286931 562

130 778

1 '13 396

17 382

373 537 710
373 537 710-

287 062340
286 931 562

't13 396

17 382

686 877 897 1 060 415 607
- 373 537 710

686 877 897 686877 897

83 087 259

83 087 259

83 087 259

83 087 259

442985201 442985201
379 398 660 379 398 660

63 586 541 63 586 541

6 0'16 708 6 016 708

'Il-re fair value measurements at Level 2 and I-evel 3 of the fair value hietatchy wete petformed using the
discounted cash flow model. The fait value of floating rate derivatives with no quoted prices in an active
market was assumed to be equal to the carrying amount. The fair value of fixed interest rate instruments
not quoted in an active matket was estitrated based on estimated future cash flows discounted using
current intetest rates in the borrowing market for new instr-r,rments with a similar credit risk and a similar
repayment tem.

Fot assets, tl-re Bank i.rsed assumptions about the incremen tal rute on borrowed capital and the prepayment
rates of the counterparty. Lrabitues are discounted at the rate of raising addiuonal borrowed funds of the
Bank. Obligations payable on demand were discounted starting from the firct day of the potential
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presentatlon of a request for tepayment of the Bank's obligations. The Bank's Iiabiltues to customers are
covered by the state deposit iusurance program, as described in Note 1. The fair value of these liabiliues
teflects these credit enhancement mechanisms.

29 Gapital management

In managing the capital, the Bank has the following objectives: compl-iance with the capital requirements
established by the CBU and, in paticular, the requirements of the deposit insurance s),item; ensulng the
Bank's abiltty to function as a continuously operatin g organizttion and maintaining the capitai base at the
level requited to ensure the capital adequacy ratio with the requirements of the CBU. Monitoring of
compliance with the capital adequacy tatio set by the CBU is carried out monthly based on forecast and
actual data containing relevant calculations, which are checked and approved by the Bank's Management.

Tlre Bank manages its capital in otder to comply with the regulatory capital requiements established by
the CBU and ensure the continuation of activities as a continuousl). operating enterprise, maximizing the
sharel-rolder's prof,rt by optimrzing the ratio of borrowed funds and equity.

Conttol over compliance with the capital adequacy ratio established by the CBU is carried out using
monthly teports containing teler.ant calculations that are checked and vised by the Chatrman of the BoarJ
of the Bank.

The table presents an analysis of the regulatory capital of the Bank, calculatecl based on IFRS balances.
All calculations are based on the understanding of the Bank:

31 December 31
2019

December
201 8

Fully paid shares
Retained earnings / (loss)
lntangible assets

lnvestments in capital of non-consolidated economic entities

I 642 009 001
1 626 780

(1 731 23e)

(378 e24)

694 465 804
(13 250 881)

(1 375 814)

(341 e24)

Adjusted Tier 1 capital

Net incorne for the period

1 641 525 618

16 378 893

679 497 1 85

14 906 497

Adjusted total Risk-based capital 1 657 904 511 694 403 682

Risk weighted assets and off-balance assets

Operational risk
Market risk

6 093 279 145

232 904 497
53 909 01 8

2 885 61 1 506

161 485 944
B 205 753

Adjusted total Risk-weighted assets 6 380 092 660 3 055 303 203

Capital adequacy ratios
Tier 1 capital

30 Risk management

The Bank manages its risks in respect of financial risks (credit, market, currency risks, liquidrty and interest
rate dsks), as weli as operatiollal and legal risks. The assessment of accepted risk also i.*". as the basis
fot the optimal allocation of capital, taking into account risks, pricing operations and evaluation of
petformance. Bank management should ensure prope( compliance with intetnal regulations and
procedutes in order to minimize operational and legal dsks.

3O,{ Gredit risk

The Bank assumes credit risk, namell, the risk that the counterparry will not be able to fully repay the debt
in due time. The Bank controls credit risk by setting limits on one borrower or group of relateJ borrowers,
as well as by industry segment. The Banh regularly monitors such dsks; limits are reviewed annually.
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Policy to reduce and limit risk.TheBank manages, sets limits and controls the concentration of credit
risk wherever it is established - in particular, in relation to indtvidual counterparties and grollps, ancl in
telation to industlies. The Bank conttols credit risk by settrng limits on one borrower o. n gio.rp-of related
botrowets, as rvell as setting limits on geographical and industlT segments. Exposure to credit risk is
managed through regular anaiysis of the abtlity of borrowers and potential bortowers to ftrlfill obligations
to repay interest and ptncipal and, if necessary, by changing credit rimrts.

The followtng are other specific controls and credit risk mitigation measurements.

(l) Limits. Tl-re Bank has establisl-red a credit committee that approves credir limits for individual
borror,vets:

o Tl-re Bank Council considers and approves credit limrts in the amount of more than lOoh and up
to 25o/o of tier 1 capital;

o Bank board's teview and approve credit Limits in the amount of more than 2o/o and up to 1.0o/o of
tier 1 capital;

r The Credtt Committee of the Head Office reviews and approves credit limrts in the amount of
more than 5 billion UZS up to 2o/o of Tier 1. capital;

o Ctedit committees of the regional tegional branch consider and approve credit limits in the
amollnt of more than 2 billion UZS to 1 billion UZS.

o Credit committees of branches and operating regional btanches of the Bank review and approve
credit limits in the amount of up to 2 biilion UZS.

I oan appl-ications, togethet with a financial analysis of a potential borrower, which includes anaiysis of
liqurdity, profitability, interest coverage ratio and debt service ratio prepa(ed by the respective customer
serwice managers, are submitted to the Credit Committee, the Board of the Bank or the Council of the
Bank for approval of tl-re credit Limit.

B) Security. The Bank uses a ntrmber of methods and practices to reduce credit risk. The most traditional
of these is obtaining collateral for loans issued, which is a common practice. The Bank appJies guidelines
for acceptability of special collateral groups or credit risk mttrgation.

The following are the main types of collateral for loans and adr.ances:

o letters ofguarantee;
o the property;
o irrsurance pohcy;
. equipment vehicles used by the borrorver;
. u/orking capital;

' deposits.

The type of instrument determines the security available as a glrarantee for financial assets other than
Ioans and advances.

(c) Concentrdtion of financial assets subject to credit isk.Tl^remanagement of the Bank pays attenrion
to the concentration of risk:

o -Ihe maximum concentration per borrower, or group of borrowers, should not exceecl Z5o/o of
Bank Tier 1 capital;

o The maximum concentralion oll unsecured loans should not exceed 5o/o of the capital of tl-re
Bank of the 1st level and;

o The total amount of all large loans should not exceed B times the capital of the Bank of the 1st
level;

o Total amolrnt of loans to a related patry - not exceeding the capital of the Bank of the 1st level.

Application of IFRS 9: Credit Risk. Expected credit loss model and basic principles of
proaisioning, T'he Bank applies the expected credit loss model for reserwing financial debt instruments,
the key principle of which is the timely teflection of the deterioration or improvement in the credit qualiq,
of debt f,tnancial insttuments, taking into account clrrrent and forecast information. The amount of
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expected credlt losses recognized as an allowance for credit losses depends on the degree ofdeterioration
in credit quality since the initial recognrtron of a debt financial instrument.

Depending on the change in credit quality since the initial recognition, the Bank classifies financial
instruments at one of tl,e following stages:

o Stage 1. - "1'2-month expected credit losses" - Debt financial instruments fot whtch there was no
significant inctease in credit risk, and for which 12-month expected credit losses are caiculated.

o Stage 2 - "Life-time expected ctedit iosses 
- 

impaired assets" - Debt financial insttuments with
a significant increase in credit risk, btit not impai-red, for which expected credit losses are
calculated over the life of the flnancial instrument.

o Stage 3 - "Expected life-time credit losses - impat'ed assets" - impaired debt financial instruments.

For acquired or issued impated financial assets, the estimated allowance for credit losses is fotmed in the
amolrnt of accumulated changes in the amount of expected credit losses for the entire life of the
instrument from the date of acquisition or provision.

Factors tbat indicate a significant increase in uedit risk before the asset is recognized as irnpaired.
The mairr factors indicating a significant inctease in credit dsk before the asset is tecognized impaired are:

o The ptesence of arreats to the Bank for a period of 31 to 90 days (inciusive);
. Significant changes in external and internal credit ratings resulting from changes in credit dsk

compared to the time of initial recognition;
r Deteriotation of tire internal rating to the level at which the Bank decides to refuse to grant a

loan;
o Identification of events that could affect solvency (license revocation, lawsuits, violation of the

conditions of credit documentation, etc.).

The main signs tbat a debt financial instrwment is classified as impaired (stage 3):

o 'I'he borrowet has delayed the tepayment of any debt to the Bank by more tl-ran 90 days;
o Default restructuring of debt and f or financial liabilrties for operations in financial markets and

expected insolvency;
o Other signs of insolvency, the identification of which leads to a default by the borrower

(bankluptcy of the botrower, expected adoptron by the borrower of a decision on liquidation or
termination of activity, ptobable non-repayment of debt by the borrower, etc.).

Credit qudlity recooery, An improvement in the credit quality of the borower, according to which a
significant increase in ctedit risk was revealed at the previor-rs reporting dates, to the level of risk related
to the first stage, is determined based on the assessment of changes in credit dsk at the reporting date
compared to the time of inttial recognition.

The restoration of ctedit quality from an impated level to the tisk level related to the fitst stage occurs
when indicators of irnpairment are removed at the reporting date, and also when there are no factors at
thc reporting date that indicate a significant increase in credit risk.

Reseruation approdch for acqwired or isswed impaired dssets, To calculate the esrimated provision
fot credit losses in tespect of acquired or issued impated assets, the Bank estimates the accumulated
changes in the amount of expected credit losses for the entire life of the insttument from the date of
acquisition or issue.

A financial asset is considered to be acquired or issued an impaired asset when one or more events have
occutted that have a negative impact on the estimated future cash flows of such a financial asset, in
particular, the obser-vabie data on the following events at the time of acquisition or issue:

. significant financial difflculties of the counteryarty / issuer;
o breaches of the terms of the contract, such as late payment;
o the lender gtanting concessions to his counterparty / issuer dtre to economic reasons or

contractual conditions related to the financial difficuities of such a counterparty / issuer and
which ti-re creditor would not have provided otl-rer-wise;
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r the occurrence of the probability of bankuptcy or other financial reorganization;

' disaPpealance of an active matket for a given financial asset as a result of financial difficulties of
the issuer;

o purchase or creation ofa financial asset at a large discount that reflects the credit losses incurred.

Valwation metbods and tbe metbod of forming dn esti?nated reserae for credit losses.In order to
assess exPected credit losses, two methods are distinguished: at the transaction level or at the countelpafty
level. Transactional valuation is used for all debt f,nancial instruments, except for individuals.

Countetparty valuation is used fot all debt financial instftrments within tl-re Indtviduals segrnent.

The main way to form credit loss ptovisions, which is applied at the group level, is to reserve on a
collective basis. It is mandatory for f,rnancial instruments for whrch debt is not material or for which no
significant inctease in credit tisk ot impairment was identified in the reporting period.

Reserztation of financial dssets on an indiaidwal basis. The amount of the estimated allowance fot
credit losses for each debt financiai asset is based on the assessment of the weighted average expected
credit losses in the ftamework of the considered scenarios.

r The number of scenarios considered and their weight are determined on the basis of the
methodology developed by the Bank, taking into account the current and reasonable forecast
infotmation, however, the number of scenarios considered cannot be less than two (includtng
the scenario of 1,000/o loss) and the probability of their irnplementation must be above zero.

o Estimation of expected losses with an indnrdual approach to reserwation takes into account the
time value of money, as well as reasonable information about past, current and forecast future
economic conditions. The amount of tl-re estimated allowance for credit losses is determined as
the diffetence between the gross carrying amolrnt of the debt financial asset before deducting the
estimated allowance for ctedit losses at the measurement date and its recoverable amount.

To estimate the recoverable amount, the discounted cash flow method is used based on the expected
futttre payments of a debt financial asset (or other cash flows) using the effective interest rate as the
discount tate. T'his assessment should take into accolrnt the following sources of cash:

o free cash flows from operating activities;
o future amounts recoverable from the sale of collateral;
o cash receipts from other sources - for example, as a result of liugation (other than selling

collateral) or bankruptcy proceedings.

Reseroation of financial dssets on a collectiae basis. A collective assessment of the estimated reserwes
for credit losses of debt financial assets is catried out on the basis of individual risk metric. (PD, l,GD,
EAD)I which are assigned to each specific counterparty / issuer based on an analysis of financial and
other information, and for which regular monitoring is carried out.

PD is the probability of default determined on the basis of the dsk seglnent and the internal rating (or
group of delal) for the relevant period (12 months or tl-re entire life of the tool (I-rfetrme PD)). Value.s are
detetmined based on internal models, as well as using migration mattices (I\4arkov chains). Calculations
of the ptobabiliq, of default are adjusted for forecast informarion. Indicators of probability of default
(?D) tised by the Bank, based on the example of Moody's rating agency for financial instituuons. For
corporate b), -ui., sectors of the econom), and individuals, data are used published in the official websites
of govetnment agencies, the Central Bank of Uzbekistan (www.cbu.uz) and other sources. As a forecast,
data ate used on the quality of the loan portfolio of past periods, as well as current and expected ciranges
in mactoeconomic var'iables (for example, teal GDP growth, inflation, growth in real disposable ,oori.y
incomes of tI-re population, etc.). The impact of these economic vatiables on the ptobability of default is
determined using statistical regtession anaiysis, and is calculated as the effect that these variables have on
the level of defaults in past periods. The Bank estimates expected ctedit losses for a period of 12 months
(Stage 1) or the entite life of the instrument, weighted by the likelihood of scenarios. These expected
credit losses, weighted by probability, are determined by calculating each scenario using the appropriat"
rnodei of expected credit losses and multip\,ing them by the respective scenatio rveights.

The basic segmentation ptinciple fot determining the probability of default (PD) for reserwat-ion purposes
assllmes that debt financial instruments with a similat risk profile should be assigned to the same portfolio
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with a similar level of risk. The dsh segment is determrned based on the specifics of the count ery^rty I
issuer, the country of residence, size and business model.

LGD is the level of losses in case of default, the estimated value of losses as a resuit of the onset of
default, based on the difference in the amounts of contractlral cash flows receivable and cash flows tl-rat
the lender exPects to teceive, including as a result of the pledged property. As a rule, this value is expressed
as a percentage of EAD. Values are determined using rnodels developed based on intenral statistics.

EAD is the value of tl-re credit claim at lsk of default. Debt at the time of default is determined based on
the expected payment schedule, which varies depending on the type of producl For products that are
recorded at amofiized cost and loans with a one-time repayment of debt at the tjme of default, it is
determined on the basis of amounts due to repayment by the botrower under the contract for a 12-month
pedod or for the entire life of the financial instrument. This debt is also adjusted for the expected
overpayment by the borrowet. The calculation also includes eady repayment or refinancing assumptions.
Fot tenewable products, tl-re debt at the time of default is prolected by adding to the current balance of
tlre ftrnds used the "credit conversion taij,o", which takes into account the expected use of the remaining
limit by the time of default. These assumptions vary depending on the type of product, cu{rent use of the
limit and other behaviotal charactetistics of a patticular borrower. Values are determined using models
developed based on internal statistics.

Determination of tbe estimated prooision for credit losses for credit comtnitmenls. If the
counterparly has curent balance sheet debt, the assessment of credit loss resetwes for credit commitments
is carried out in accordance with the approaches applied to reserwing balance sheet debt of tl"ris
counterparty taking into account the credit conversion factor (CCtr), determined both on the basis of
statistical data and Basel values. If the counte{party has only credit-related obligations, the assessment of
estimated reserves fot credit losses is carried out depending on the amoLlnt of the obligation, taking into
accoullt the CCF, on an individual or collective basis.

Credit qudlity of financial instrwments. 'Ihe classification of financial assets into five categories of
credit tisk is a summaty of the credit quality of financial assets covered by IFRS 9.

o "Minimal credit risk" - assets, counterparties for which demonstrate a stable ability to meet
financial obligations in a trmely manner with an insigr-rificant probability of default.

o "Low ctedit tisk" - assets, countetpatties for which have a low probability of default and a high
ability to meet financial obJigations in a timely manner.

o "Medium credit tisk" - assets whose counterparties have a moderate probability of default,
demonstrate an average ability to meet financial obJigations in a timely manner and require more
careful attention at the monitoring stage.

o "High credit risk" - assets whose counteq>arties have a high probability of default require special
attcntion at the monitoring srage.

o "Default" - assets that, according to the available evidence of impairment, meet the definition
of default.

3O.2 Market risk

Tl-re Bank asslrlrtes the matket tisk associated with open positions in interest ratc, currency and equity
instmments that ate exposed to general and speci{ic market movements. The Board sets limits on tire
level of accepted lisk and monitors their compliance on a dally basis. However, the use of this approach
does not Prevent the formation of losses that exceed the established limits in the event of more signihcant
changes in the market.

'Ihe task of managing market lisk is to ensure that market risk exposure does not go beyond the acceptable
parameters, while ensuting the optimization of the refutn received for the accepted risk.

3O.3 Other price risk

Due to the lack of an active market for equity instruments in the Repubiic of Uzbekrstan, it is difficult to
assess the Bank's exPosure to the risk of stock prices. Most of the equity investments held by the Bank
ate tecotded at acquisition cost and ate pedodicaliy assessed fot impairment, accordingly, it is not
expected that the Bank's exposure to equity dsk will be significant.
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Tl-re following is an ar-ralysis of the geographical concentration of the Bank's financial assets and liabiliues
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Total

Financial assets
Cash and cash equivalents
Mandatory reserve in CBU
Due from other banks
Loans and advances to customers
I nvestment financial assets
Other financial assets

390 373 355

43 446 340
258 034 763

4 466 349 536

117 112381
B 024 514

16 981 869 407 355 224

43 446 340
258 034 763

4 466 349 536

117 112 381

B 024 514

Financial liabilities
Due to other banks
Customer deposits

Debt Securities lssued
Other borrowings

Other financial liabilities

1 255 550 581

I 378 972 456
106 171 952
884 407 559

24 786 797

- 1 255 550 581

- 1 378972 456
- 106 171 952

228245 560 1 112653 119
- 24786797

3 878 134 90s

1 633 4s1 544 _ (211 263 691) 1 422187 853
Net financial assets / (liabilities)

The followirrg is an analysis of the geographical concentration of the Bank's financial assets and liabilitres
as at 31 December 2018:

OECD and
FATF member Other

Uzbekistan countries Countries Total

112 904 990 769 109 069

Financial assets
Cash and cash equivalents
Mandatory reserve in CBU
Due from other banks
Loans and advances to customers
lnvestment financial assets
Other financial assets

240 840 476
26 845 096

8 982 014
2393 567 871

341 924
2 732 620

14 553 354 255 393 830
26 845 096

B 982 014
2393 567 871

341 924
2 732 620

Total financial assets 2 673 310 001 14 s53 354 2 687 863 35s

Financial liabilities
Due to other banks
Customer deposits
Debt Securities lssued
Other borrowings

287 062 340
1 060 415 607

83 087 259
765 094 446

6 016 708

287 062340
'l 060 4't5 607

83 087 259
765 094 446

6 016 708Other

Total 2 20',t 676 360 2 201 676 360

471 633 641 _ ,t4 553 354 486 186 995
Net financial assets / (liabilities)

credit commitments 184 037 914 120977 004 305 014 918

Assets, liabiliues and credit commitments are generally classified according to the country in which
collnterparty is located. Cash and cash equivalents, due from other banks ate classified accotding to
country of their physical location.

the
the

5 283 340 889 16 981 869 5 300 322 758

3 649 889 345 228 245 560

Credit commitments 656 204 079
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Net balance

30.5 Gurrency risk

The table below Presents a general analysis of the Bank's curreflcy risk at the end of the reportrng periocl:

financial

3 279 905 074
1 894 042 965

121 080 018
5 294 701

lities

1 925 200 909
1 538 175 807

414 675 381
82 808

1 354 704 165
355 867 158

(293 595 363)
5211 893

2019
UZS
USD

EURO

5 300 322 758 3 878 134 905

2 304 816 760
376 936 257

4 455 839
1 654 499

1 804 446 897

393 117 170
140 960
45 654

1 422 187 853

500 369 863
(16 180 913)

4 314 879
'l 608 845

20't8
uzs
USD
EURO

Total 2 687 863 355 2 197 750 681 490 112 674

The Bank assumes the tisk associated with the effect of fluctuations in foreign exchange rates on its
financial position and cash flows. The Bank's Council sets limits on the levei of accepted risk in the
context of currencies and as a whole botl-r at the end of each day and within one day anJ monitors their
compJiance on a daily basis. T'he Bank's Treasurl, measures its currency, risk by analyzingits net foreign
currency position denominated in tl-re same clirrency, and also analyzes the effect of itrengthening /
weakening of the same currency in relation to the Uzbek Soum on the Bank's profit and loss.

The table below summarizes the changes in financial result and comprehensive income as a result of
posstble changes in exchange rates used at the end of the reporting period, rvhile ail other conditions
remain unchanged. Reasonably possible change in the rate for each currency is determined based on the
marginal limits of fluctuations of tates, changed by 10o/o compared with the cuffent ones.

31 December
2019

31 December

Strengthening of the USD by 1Oo/o

Weakening of the USD by 10%

Strengthening of the Euro by 10o/o

ofthe Euro bv 10%

35 586 716
(35 586 71 6)
(29 359 536)

29 359 536

(1 618 091)
1 618 091

431 488
(431

'Ihe risk was calculated only, for cash balances in currencies other than the Bank's functional curfency.

30.6 Pncx nr,rrsr,rAHocrn.

Liquidity dsk is the risk that an otganizadon will face difficr-rlties in meeting its financial obligations. The
Bank is exposed to the risk of the daily need to use the available funds for settlement of overni[ht deposits,
customer deposits, repayment of deposits, issuance of loans and borrowings, payments on guarantees ancl
derivative financial instruments that are settled in cash. The Bank does not accumulate cash in case it is
necessary to fulfill all of the above obligations at one time, since, based on the accumulated experience, it
is possible to ptedict with sufficient accuracy the level of funds necessaly to fulfill these obligations. The
Bank's Treasure department manages liquidity risk.

The Bank tties to maintain a stable funding base, consisting mainly of funcls from other banks, deposits
of legal entities / deposits of individuals. The Bank invests in diversified portfol,ios of liquid o.."t, ir-,
otdet to be able to quickly and easily meet unforeseen [quidity requir-ements.

The Bank's liquidity management requires analysis of the level of hqr-rid assets nece ssaly to settle liabilities
Lrpon matufiry; providing acce ss to various solrrces of financingi plans in case of problems with financtng
and monitoring compliance of liquidity ratios with legislauve requirements. The Bank calculates liqr-ridity
ratios on a monthly basis in accordance with the requirements of the Central Bank of the Repubhc of

Total
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Uzbekistan. T'hese standatds include (standatds are calculated on the basis of indicators in accordance
with the accounting legislatron of the RepubJic of Uzbekistan):

o The clrffent liquidity ratio (not less than 0.30), which is calculated as the ratio of liquid assets to
liabilities with a matLrrity on demand. As of Decembet 31,2019, this ratio was 0.64 (December
31,,2018: 0.72)

Infotmation on financial assets and liabilities is received by the Treasr-rry ensures an adequate portfoJio of
short-term l-iquid assets, mainly consisting of short-term Iiqurd tradrng securities, deposits with banks and
other interbank instruments, to maintain an adequate level of liquidity for the Bank as a whole.

The Treasury conttols.the daily liquidity position and regularly performs liquidity stress testing under
vat'ious scenarios covering standard and more adverse market conditions.

The tables below show the distribution of obligatrons by conttactual time remaining until maturity. The
liabiliues amount in the table represent the contractual cash flows, including the [.o.. u-o.rr.t of tl-re
finance lease liabiliues, as well as financial guarantees. These non-cliscountedlash iows cliffer from the
amounts recorded in the statement of financial position as the amounts in the statement of financial
position are based on discounted cash flows.

The tables below show the maturity analysis of non-derivative financial assets recorded at book value
based on the contlactual maturity dates, with the exception of assets that can be easily rcahzedif there rs
a need for cash outflows related to financial liabrhtres. Such financial assets are included in the maturity
analysis based on the expected disposal date. Impared loans and borrowings are included in the table at
book value less provision for impairment and based on expected cash infloiv periods.

In cases where the amount to be paid is not fixed, the amount in the table is determined based on the
conditions existing at the end of the reporting period. Currency payments are translated using the clurent
exchange r^te at the end of tl're reporting pedod.

Liquidity reqr-ritements in respect of guarantees and lettets of credit are significantly lower than the sum
of the corresponding [abihties ptesented in the maturity arraiysis above, as the Bank usually does not
expect funds ftom these liabilires to be claimed by third parties. The total amoLrnt of loan commitments
included in the table above does not necessarily tepresent the amount of cash that will be required to be
tepaid in the future, since many of these commitments may be unclairned or terminated before ihey expire.
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The ana\nls of liquidity risk and interest rate risk 
^s ^t 

31, December 2019 is presenred in the following
table :

On demand and
less than 1 month

Fromlto3 From3months
months to I vear

From I to 2 More than 2
vears verrc

Financial assets
Due from other banks
Loans and advances to
customers
lnvestment financial

484763 242 000 000

210 337 202 45 243 162

7 559 457 22 174 000

- 11250000

1 346 571 903 1 293 596 512

87 000 000

4 300 000 258034763
I 570600757 4 466 349 536

116 733 457
Total interest accruedfinanciai;ss;6 218 381 422 309 417 162 1 346 571 903 1 391 846 512 1 574 9OO 757 4 841 117 756

Cash and cash
equivalents
Mandatory reserve in
CBU
lnvestment financial
aSSetS

407 355 224

43 446 340

378 924

- 407 355224

- 43 446 340

- 378924
Other financial assets

Total financial assets

I 024 514
677 586 424 309 417 162 1 346 571 903 1 391 846 512

- I 024 514
574900757 5 300 322 758

Financial liabilities
Due to other banks
Customer deposits

Debt Securities lssued

340 326 988 567 496744 19032740 't95 000 000 133352242 I 255208714
57 354 501 106798342 348 802 810 154750743 99 014 291 766720 687

21 371 952 33 300 000 16 500 000 35 000 ooo - 106 171 952
other borrowings 32 229 534 1 04 209 893 388 850 389 144 147 239 443 216 064 1 112 653 11g

Total interest-bearing
financial liabilities

451 282975 81't 804 979 773 185 939 528897 982 675 582 597 3240754472

Due to oiher banks
Customer deposits
Other financial liabilities

341 867
612 251 769
24 786 797

341 867
612 251 769
24 786 797

Total financial liabilities 1 088 663 408 811 804 979 773 185 939 528 897 982 675 582 597 3 878 134 905

The difference between
frnancial assets and
liabilities

(411 076984) (502387 817)

The difference between
interest accrued financial
assets and inreres! (232 901 553) (502 397 817)
bearing financial liabilities

862 948 530 899 318 160 1 422 187 853

862 948 530 899 318 160 1 600 363 284

573 385 964

573 385 964

The difference between
interest accrued
financial assets and
interest-bearing
financial liabilities,

(232 901 553) (735 289 370) (161 903 406) 701 045 124 1 600 363 284

The difference between
interest accrued
financial assets and
interest-bearing
financial liabilities, as a
percentage of total
qssets, cumulative

-4,390/o -13,87o/o -3,05% 13,23% 30,19%
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The table below provides an analysis of financial liabihties by maturity, excludilg discounts as at 31
December,201B:

on demand and From 'r to 3 From 3 months From 1 to 2 More than 2
less than 1 month months to I year years yeirs Total

Financial assets
Due from other banks
Loans and advances

92 529 565 199 070 324

- 8 624 589 I 624 589

705 581 078 493 633 037 2 393 567 871to 902 753 867
Total
accrued financial 92 529 565 199 070 324 902 753 867 705 581 078 502257 626 2402192460assets

Cash and cash
equivalents

Mandatory reserve in
CBU

Due from other banks
lnvestment financial
assets

Other financial assets
Total

255 393 830

26 845 096

357 425

341 924

2 732 620

378 200 460 199 070 324

255 393 830

26 845 096

357 425

341 924

2 732

Financial liabilities
Due to other banks
Customer deposits
Debt Securities
lssued

100 031 562
1 19 653 024

2687 259

I 900 000
47 831 073

1 1 400 000

46 330 393

902 753 867

30 000 000
1 69 674 805

13 100 000

84 527 905

30 000 000
277 803 208

55 900 000

705 581 078 502257 626 2 687 863 355

1 17 000 000 286 931 562
71 915787 686 877 897

- 83 087 259
Other

Total interest-
bearing financial

12 952 111 831

235 324 076 115 461 466 297 302710 475 534 576

509 452 549 446

698 368 336 1 821 99,t 164

Due to other banks
Customer deposits
Other financial
liabilities

130 778
373 537 710

6 016 708

130 778
373 537 710

6 016 708
Total financial
liabilities 615 009 272 1 

,t 5 461 466 297 302710 475 534 576 698 368 336 2 201 676 360

The difference
between financial
assets and liabilities

The difference
between interest
accrued financial
assets and interesl
bearing financial
liabilities

(236 B0B 812) 83 608 858 605 451 157 230 046 502 (196 I 1o 710) 486 186 995

(142794 511) 83 608 858 605 451 157 230046502 (196110710) 580201 296

The difference
between interest
accrued financial
assets and interest-
bearing financial
liabilities,
cumulative

(142794 5111 (59 18s 653) 546 265 504 776 312006 580 201 296

The difference
between interest
accrued financial
assets and interest-
bearing financial
liabilities, as a
percentage oftotal
assets, cumulative

-5,3'.t% -2,20o/o 20,32% 28,88% 2',l,5go/o
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2%-18% 3,5%

0%-36% 4,5%-14,5Yo

15%
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4o/o-12Yo

0%-5%

2o/o-3o/o

According to the management of the Bank, the mismatch of the terms of placement and repayment and
intetest rates on assets and liabilrties is a temporary factor. In banks, as a rule, there is iro complete
coincidence on the indicated positions, since operations often have indefinite maturities and various
natufe.

Liquidity requitements for payments on guarantees and letters of ctedit ate significantly lower than the
amolrnt of the respective obligations, as the Bank usually does not expect that funcls for ih"se obligations
will be clairned by thitd parties. The total amount of contractual loan commitments does not necessarily
represent the amount of cash that will be tequired to be paid in the future, since many 6f 1[6re obligations
may be unclaimed or terminated before their expiration.

3O,7 lnterest rate risk

The Bank assufltes the tisk associated with the impact of fluctuations in market interest rates on its
financial position and cash flows. Such fluctuations may increase the interest margin level, howevet, in
case of unexpected changes in interest rates, the interest margin may also decrease o, .u.r." losses.

The Bank is exposed to intetest rate tisk, ftst of all, as a result of its activity on granting loans at f,rxed
interest rates in amounts and for periods different ftom the amounts and terms oF raising funds at fixed
intetest tates. In practice, interest rates are usually set for a short time. In acldiUon, intere"st rates fixed in
terms of contracts for both assets and liabthties are often reviewed on the basis of mutual agreement irr
accordance with the current market situation.

The Bank monitors interest rates on financial instruments. The table below shows the interest rates on
financial instruments at the reporting date:

2019 roa 2018 roA
U

Financial assets

Due from other banks

Loans and advances to customers

lnvestment financial assets

Financial liabilities

Due to other banks

Customer deposits

Debt Securities lssued

3%-20%

0%-22%

8,5%-16%

0%-16%

0o/o-Bo/o

0o/o-8ok

2,5%-6,8%

3%

lYo-36%

3%-16%

0%-17%

8,5%-14%

0%-14%

31 Segment information

The main format for providing informadon on segments of the Bank's activitie s is to provide ilfor-mation
on operating segments, auxiliary information - on geograpirical segments.

All opetations and serwices are telated to customers of tl-re Republic of Uzbekistan. All customers of the
Bank are residents of the Republic of Uzbekistan.
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31.1 Operationsegments

The Bank operates in two main operating segments:

o Individuals - ptoviding banktng sewices to private clients and private entrepreneurs, maintaining
cufrent accoullts of plivate cl-ients, accepting savings deposits and deposits, setvicing debit card{
providing consumer loans and loans secured by teal estate.

o Legal entities - maintaining settlement accounts, attracting deposits, providing loans and other
lending setwices, without acceptance of funds, transactions with foreign ..rrr"rr.y and derivative
financial instruments.

Transactions berween operating segments are carried out on ordinary commercial terms. The funds are
redistributed between the segments, which leads to the tedistribution of financing costs, taken into
account when calculating the operating income. The interest accrued on these funds is calculated based
on the cost of raising the Bank's capital. There are no othet significant income or expenses o11 transactions
betr'veen opetating segments. Segment assets and liabilitres are assets and liabilities, which constitute a
latge part of the balance sheet, but exclude items such as taxation of borrowed funds. Domestic costs anci
tfansfer pricing adiustments are accolrnted for in the results of the respective segments. For the reliable
distribr-rtion of income received from external customers, between the segments ar" used agreements on
the distribution of income.

The table belorv provides information on the segment concentration of assets and liabiliues as at 31
December 2019:

lndividuals Legal entities Unsplittable Total

Financial assets
Cash and cash equivalents
Mandatory reserve in CBU
Due from other banks
Loand and advances to customers
lnvestment financial assets

1 427 gg4 11;

8 012 471

136 728 258

258 034 763
3 038 355 420

117 112381
12 043

270 626 966
43 446 340

407 355 224
43 446 340

258 034 763
4 466 349 536

117 112381
B 024 514

Total financial

Financial liabilities
Due to other banks
Customer deposits
Debt securities issued
Other borrowings

1 436 006 587 3 550 242 865 314 073 306 5 300 322 758

1 255 550 581

I 378 972 456
106 171 952

I 112653 119
24 786 797

373 844 063
1 255 550 581

1 005 128 393
106 171 952

1 112 653 119
22 421 803ial Iiabilities 2 364 994

376 209 057 3 501 925 848 3 878 134 905

10 975 479 738 133 590 20 000 000 769 109 069

Total financial

N"tfinanci"t ass"ts /(li"biritie") I 059 797 530 48 317 017 314 073 306 1 422187 859
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85 121 342 58 665 120

The table below provides information about the segment concentration of income and expenses as at 31
December,2019:

lndividuals Legal entities Unsplittable Total

lnterest income calculated at the effective
interest rate
Other interest income
lnterest expense calculated at effective
interest rate

254 188 323 225 017 517 19744 179 498 950 019

(26 971 857) (166 281 596)
qthqr interest expenses 

_ . _ _ __ _ (88 185 569) _ (88 185 569)
Net interest income 312 3il 2g7 45g

Provisions for credit losses on debt financial
assets (29 018 112) (33 746 1e0) - (62764 302)

(1 12 079 940) 96 452 862
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- '143 786 462

- (193 253 453)

Net income / (expense) from initial recognition
of financial instruments and loan modifications

Net interest income after provision for

('t5 627 078)

'171 239 756 91 922 144 19 744 179 282 906 079credit

Commission income
Commission expense
Net income / (expenses) from operations in
foreign currency and from revaluation of
foreign currency
Recovery / (creation) of a provision for credit
losses on credit commitments
Provisions for other assets
Other operating income

8 848 773 66 701 999

(6 678 408)

- 75 550772
(28 283 908) (28 283 90S)

(14581 196) (14581 196)

(2 81 0 753)
7 291 870

(6 678 408)

(2 810 753)
7 291 870

other 240 505
lncome before tax (13 175 966) 151 945 735 (107 880 70s) 30 889 064

The table below provides infonnatiotr on tl-le segment concentration of assets and Lrabilitres as at 31
December,201B:

Financial assets
Cash and cash equivalents
Mandatory reserve in CBU
Due from other banks
Loand and advances to customers
lnvestment financial assets

1 088 620 198

2 732 620

126 025 482

8 982 014

I 304 947 673
341 924

129 368 348
26 845 096

255 393 830
26 845 096

8 982 014
2393 567 871

341 924
2 732 620

1 091 352 818

236 403 335
287 062340
824 0't2272
83 087 259

765 094 446
699 668

1 440 297 093 156 213 444 2 687 863 355

Financial liabilities
Due to other banks
Customer deposits
Debt securities issued
Other borrowings
Other liabilities

Tr

287 062340
'1 060 415 607

83 087 259
765 094 446

6 016 708

2 201 676 360

5 3't7 040

241 720 375 1 959 955 985

849 632 443 (519 658 892) 156 213 444Net financial 486 185 995

Credit
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125 947 091

68 469 477

(21 820 071)

172 596 497

(1 1 488 630)

(82 972 709)

185 121 007

14 260 671

(85 665 965)

771

69 944 520

(4 156 222)

88 533 688
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31'l 068 098

82 730 148

(1 07 486 036)

(43 771

242541 017

(15 644 852)

5 560 979

The table below provides information on the segment concentratron of income and expenses as at 31
December,2018:

lnterest income calculated at the effective
interest rate
Other interest income

Interest expense calculated at effective
interest rate

her interest

Net interest income

Provisions for credit losses on debt financial
assets

Net income / (expense) from initial
recognition of financial instruments and loan
modifications

Net interest income after provision for
credit losses 78 135 158 154 321 986 232457 144

Commission income
Commission expense
Net income / (expenses) from operations in
forelgn currency and from revaluation of
foreign currency
Recovery / (creation) of a provision for credit
losses on credit commitments
Provisions for other assets
Other operating income

2 200 220- 51 871 101

5 560 979

(16 725 314;

(13 141 630)

(4 066 7e4)
7 331 046

54 071 321
(16 725 314)

(13 141 630)

5 560 979

(4 066 794)
7 33't 046

Administratlve and other operating expenses ('150 566 928) (93 542 5s7) (244 1og 4Bs)
lncome before tax

32 Events after the reporting date

Since the beginning of 2020, an outbreak of coronavirus has spread throughout the wotld, which has
affected the global economy.

The Bank considers the spread of coronavitus and increased volatilrty (instabiliq) in the markets to be
signi fi cant non-correctivc evenl s.

Due to the uncertainty and duration of the events, the Bank cannot accurately and reliably estimate the
quantitative impact of these events on its financral position.

The impact on financial instruments at fdr value and on the assessment of expected credit losses in
accordance with IFRS 9 is expected. Cuttently, the Bank is closely monitor-ing the firran.ial consequences
arising from these events.


