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ndependent Auditors Report

To the Shareholders and Supervisory Board of the Joint-Stock
Commercial bank «Invest Finance Bank» with foreign capital

We have audited the financial statements of Joint-Stock Commercial bank «Invest Finance Bank»
with foreign capital (the “Bank”), which comprise the statement of financial position as at 31
December 2020, the statements of profit or loss and other comprehensive income, changes
in equity and cash flows for the year then ended, and notes, comprising significant
accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Bank as at 31 December 2020, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants International Code of
Ethics for Professional Accountants (including International Independence Standards) (IESBA
Code) together with the ethical requirements that are relevant to our audit of the financial
statements in the Republic of Uzbekistan and we have fulfilled our other ethical responsibilities in
accordance with this requirements and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Audited entity: Joint-Stock Commercial Bank "Invest Finence Bank" with Independent auditor: JSC “KPMG’, a company incorporated under th
foreign capital of the Republic of Uzbekistan, a member firm of the KPI
organization of independent member firms &affiliated with KPMG International

Registered by the Central Bank of the Republic of Uzbekisten on 03.08.2019

475 Limited, a private English company limited by guarantee

Tashkent, the Republic of Uzbekistan
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Joint-Stock Commercial Bank "Invest Finance Bank" with foreign capital Independent

Expected credit losses («kECL») for the loans issued

See Note 8 to the financial statements.

The key audit matter

How the matter was addressed in our audit

Loans to customers make up 70% of
assets and recognized net of ECL
which is regularly reviewed and
sensitive to assumption used

We analyzed the key aspects of the Bank's
methodology and policies related to ECL estimates for
compliance with the requirements of IFRS 9, including
involvement of financial risks management specialists.

To estimate ECL the Bank's
management needs to apply
professional judgement and to make
assumptions related to the following
key areas:

- Timely identification of significant
increase in credit risk and default
events related to loans to
customers (Stages 1, 2 and 3 in
accordance with the IFRS 9);

To analyze the adequacy of professional judgement
and assumptions made by the management in
relation to allowance for ECL estimate, we performed
the following audit procedures:

- For loans issued to corporate customers, we
tested the design and operating effectiveness of
internal controls for timely classification of loans to
Stages of Credit Risk;

- For the sample of loans to corporate
customers, the potential change in ECL estimate on
which may have a significant impact on the financial
statements, we tested whether stages are correctly
assigned by the Bank by analyzing financial and
non-financial information on selected borrowers, as
well as assumptions and professional judgments
applied by the Bank.

- Estimate of probability of default
(PD) and loss given default (LGD);

- For the selected loans issued to corporate
customers, we checked the correctness of the
original data used in the calculation of PD, LGD and
EAD.

- For loans to small and medium-sized
enterprises and loans to individuals, we checked the
completeness and accuracy of the input data used to
calculate ECL, the timeliness of reflecting
delinquencies and repayments in the relevant
systems and the distribution of loans by Stages. On
a sample basis, we compared the original model
data with the primary documents

Due to the increased uncertainty in
judgment and estimates resulting
from COVID 19, there is an
increased risk of material

+ We have assessed the overall accuracy of the

economic forecasts by comparing the Bank's
forecasts with our own modeled forecasts. As part of
this work, we critically examined the validity of the
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misstatement of the ECL allowance | Bank's assumptions about the economic uncertainty

this year. associated with COVID-19.
Due to the significant volume of
loans issued to customers, as well We have assessed the overall predictive power of the

as the inherent uncertainty in model and have assessed whether the disclosures in
estimating the ECL allowance, this the financial statements adequately reflect the Bank's
issue is a key audit matter. exposure to credit risk.

Responsibilities of Management and Those Charged with Governance for the Financial

Statements

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

In preparing the financial statements, management is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends
to liquidate the Bank or to cease operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

- Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is:

= " e
¥ ) /}/ ’ , //
= e /%Z =
Saidov S.K. : Kouznetsov A.A.
Engagement Director Engagement Partner
General Director of
Audit organisation «<KPMG Audit» LLC
Qualification certificate of bank auditor #16/3 Audit organisation «<KPMG Audit» LLC

dated 1 February 2019, issued by Central Bank of Tashkent, Republic of Uzbekistan
the Republic of Uzbekistan

21 June 2021



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Statement of Financial Position as at 31 December 2020

(in thousands of Uzbekistan soums)

Note 31 December 31 December
2020 2019

ASSETS
Cash and cash equivalents 6 778,215,473 715,082,232
Due from other banks 7 96,469,661 247,053,062
Loans and advances to customers 8 3,208,620,777 3,090,299,762
Investment securities at amortised cost 9 46,078,917 -
Investments at fair value through profit or loss 9 3,158,143 -
Assets held for sale 10 28,104,643 -
Investment property 10 - 25,799,713
Prepayment of current income tax - 8,653,950 5,468,968
Deferred tax assets 23 10,345,276 5,852,769
Property, plant and equipment 10 354,164,090 339,843,699
Intangible assets 10 49,627,274 40,282,020
Other assets 11 30,232,884 40,960,638
TOTAL ASSETS 4,613,671,088 4,510,642,863
Liabilities
Due to other banks 12 362,352,995 327,228,684
Customer accounts 13 3,112,408,491 3,046,305,920
Other borrowed funds 14 479,228,562 559,923,606
Debt securities issued - 101,853 1,606,466
Subordinated debt 15 78,624,079 71,726,273
Other liabilities 16 9,439,579 13,474,415
TOTAL LIABILITIES 4,042,155,559 4,020,265,364
Equity
Share capital 18 400,000,000 400,000,000
Share premium 18 1,853,395 1,853,395
Retained eamings - 169,662,134 88,524,104
TOTAL EQUITY 571,515,529 490,377,499
TOTAL LIABILITIES AND EQUITY 4,613,671,088 4,510,642,863

rkhanov B.N.

The Chairman of the Management
Boatd of the Bank
21 June 2021

The accompanying notes are an integral part of these financial statements.

Toshpulatkhujayev J. O.
Chief Accountant of the Bank

21 June 2021



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital

Statement of Profit or Loss and Other Comprehensive Income for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

For the year For the year
Note ended 31 ended 31
December 2020 December 2019
Interest income calculated using the effective interest rate method 19 450,618,398 375,550,777
Other interest income 19 41,306,510 22,268,640
Interest expense 19 (271,794,761) (214,471,165)
Net interest income 220,130,147 183,348,252
Provision for expected credit losses on loans to customers,
amounts due from other banks and cash and cash equivalents 6.7.8 (33,379,858) (14,465,041)
Net interest income after allowance for the loan portfolio
impairment 186,750,289 168,883,211
Fee and commission income 20 139,738,959 116,251,728
Fee and commission expense 20 (34,386,958) (27,555,193)
Net gains from trading in foreign currencies 220,953 11,509,392
Net (loss)/ gain on revaluation of foreign currency 3,984,231 (27,139,182)
Loss on initial recognition - (1,089,673)
Income from swap operations 2,601,364 1,185,129
Allowance for impairment of other financial assets and credit-
related commitments i (2,710.460) (648,480)
Other operating income 21 8,214,748 7,482,001
Administrative and other operating expenses 22 (201,543,338) (156,121,231}
Profit before tax 102,869,788 92,757,702
Income tax expenses 23 (21,731,758) (17,187,742)

Profit for the year

81,138,030

75,569,960

Total comprehensive income for the year

81,138,030

P

75,569,960

Bur N.
The Chairman of the Management
Board of the Bank

21 June 2021

The accompanying notes are an integral part of these financial siatements.

Toshpulatkhujayev J. O.
Chief Accountant of the Bank

21 June 2021



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Statement of Cash Flows for the year ended 31 December 2020

{in thousands of Uzbekistan soums)

For the year ended For the year ended
31 December 2020 31 December 2019

Cash flows from operating activities

Interest received 464,072,739 382,548,015
Interest paid (276,579,931) (206,535,700)
Fees and commissions received 145,064,787 108,032,295
Fees and commissions paid (32,155,930) (24,413,510)
Net receipts on foreign currency transactions 220,953 11,509,392
Other operating income received 5,401,400 6,182,457
Personnel expenses paid (100,169,485) (88,357,707)
Administrative and other operating expenses paid (67,823,381) (57,617,657)
Cash flows from operating activities before changes in operating assets and

liabilities 138,031,152 131,347,585
Net (increase)/ decrease in:

- amounts due from other banks 152,163,990 (127,618,192)

- loans and advances to customers (46,606,763) (1,018,305,488)

- other assets (1,416,444) (10,896,759)
Net increase/ (decrease) in:

- amounts due to other banks 31,471,176 (4,192,796)

- amounts due to customers 25,687,510 1,023,927,410

- debt securities issued (1,499,510) (138,200,000)

- other liabilities (1,364,953} 5,278,331
Net cash from/(used in) operating activities beforc income tax 296,466,158 (138,659,909)
Income tax paid (29,774,294) (24,647 345)
Net cash flows from/(used in) operating activities 266,691,864 (163,307,254)
Cash flows from investing activities
Acquisition of property, plant and equipment and intangible assets (80,855,093) (92 601 399)
Acquisition of investment property (2,846,094) -
Proceeds from sale of property, plant and equipment and intangible assets 1,956,952 1,551,819
Purchase of investment securities (46,078,917) -
Purchase investments at fair value through profit or loss (3,158,143) -
Net cash flows used in investing activities (130,981,295) (91,049,580)
Cash flows from financing activities

Emission of ordinary shares 17,18 - 80,000,000
Proceeds from other borrowed funds 14,17 340,531,930 544,609,312
Repayment of other borrowed funds 14,17 (426,907,120) (164,526,604)
Proceeds from subordinated debt 15,17 76,313,711 -
Repayment of subordinated debt 15,17 (71,726,273) -
Dividends paid 17, 24 - (35,788,000)
Net cash flows from financing activities (81,787,752) 424,294,708
Effect of exchange rate fluctuations on cash and cash equivalents 9,200,210 5,161,561
Effect of changes in expected credit losses on cash and cash equivalents 10,214 359
Net increase/(decrease) in cash and cash equivalents 63,133,241 175,099,794
Cash and cash equivalents at the beginning of the year 6 715,082,232 539,982,438
Cash and cash equivalents at the end of the year 6 778,215,473 N\ 715,082,232

=

Burkha

The Chairman of the Management

Board of the Bank

21 June 2021

The accompanying notes are an integral part of these financial statements.

Toshpulatkhujayev J. O. \
Chief Accountant of the Bank

21 June 2021



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital

Statement of Changes in Equity for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

Note Share capital Share premium Retained Total equity
earnings

Balance as at January 1 320,000,000 1,853,395 48,742,144 370,595,539
2019
Profit and total comprehensive income for 2019 - - 75,569,960 75,569,960
Share issuance:
- cash 80,000,000 - - 80,000,000
Dividends declated - - (35,788,000) (35,788,000)
Balance at 31 December 2019 400,000,000 1,853,395 88,524,104 490,377,499
Profit and total comprehensive income for 2020 - - 81,138,030 81,138,030
Balance at 31 December 2020 400,000,000 7\ 1,853,395 169,662,134 571,515,529

I

BurkhanowB.N. %\\ Toshpulatkhujayev J. O.
The Chairman of the Management ﬁg Chief Accountant of the Bank
Board of the Bank 3

21 June 2021 21 June 2021

The accompanying notes are an integral part of these financial statements.



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Notes to the Financial Statements for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

1 ORGANIZATION

These financial statements were prepared in accordance with the International Financial Reporting Standards for Invest
Finance Bank Joint Stock - Commercial Bank with foreign capital (hereinafter referred to as - the "Bank").

The Bank is registered and domiciled in the Republic of Uzbekistan. The Bank is a joint stock company with the responsibility
of shareholders within the limits of their shares and was established in accordance with the requirements of the legislation of
the Republic of Uzbekistan.

Principal activities. The Bank’s principal business activity is commercial and retail banking opetrations within the Republic
of Uzbekistan. The Bank performs its business under General Banking License No. 75 issued by the Central Bank of the
Republic of Uzbekistan ("CBU") on 03 August 2019. The Bank participates in the state deposit insurance scheme, which was
approved by Law of the Republic of Uzbekistan No. 360-N "On guarantees of protection of deposits of citizens in banks"
dated 5 April 2002. The State Deposit Insurance System guarantees repayment of 100% of deposits, regardless of the amount
of the deposit, in case of withdrawal of the license from the bank.

Registered address and place of business The Bank is registered at the following address: 1 T.Shevchenko Street,
Mirabadsky District, Tashkent 100029, Republic of Uzbekistan. The Bank has fifteen (2019 - sixteen) branches accross the
Republic of Uzbekistan.

Shareholders As at 31 December 2020 and 2019, the structure of the Bank's shareholders is presented in the following table:

31 December 31 December

2020 2019
Legal entities:
Swiss Capital International Group AG (Switzerland) 35.00 35.00
Prestij Rielt LLC 21.98 9.28
Azia Trans Terminal LLC 8.15 8.15
Uz tex Tashkent JV LLC - 12.70
Total legal entities 65.13 65.13
Individuals:
Mamatdzhanov Fakhritdin Dzhuraevich 26.52 29.88
Akhmadzhanov Aziz Nigmadzhonovich 4.99 4.99
Abdusamadov Patrviz Makhsudovich 3.36 -
Total individuals 34.87 34.87
Total 100.00 100.00

The Bank has no ultimate controlling party and no subsidiaries.

Business environment

Emerging markets, including Uzbekistan, are exposed to economic, political, social, judicial and legal risks that are different
from those inherent in more developed markets. In 2020, the Government of Uzbekistan continued the implementation of
social and economic reforms initiated in 2016 and market liberalization with a focus on expanding export potential and
improving the business climate in Uzbekistan to attract foreign direct investment. As a result, laws and regulations governing
the business environment in Uzbekistan began to change rapidly. The future economic direction of the Republic of Uzbekistan
is highly dependent on the tax and monetary policy of the state in the process of reforms, along with changes in legislative,
regulatory and political spheres.

Management is monitoring developments in the current circumstances and is taking measures which it deems necessary to
supportt the sustainability and development of the Bank's business in the foreseeable future. However, the impact of further
economic changes on the future operations and financial position of the Bank is difficult to determine at this stage.

For 12 months 2020 the following key economic indicators are specific to Republic of Uzbekistan:
e Inflation: 11.1% (2019: 15.2%);
e  Official exchange rate: 31 December 2020 USD 1 =UZS 10,476.92 (December 31, 2019: USD 1 = UZS 9,507.56).

9



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Notes to the Financial Statements for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

e GDP growth: 1.6% (2019: 5.7%);
e  Refinancing rate of the CBU: 14.0% (2019: 16.0%)

On 11 March 2020, the World Health Organization announced that the spread of a new coronavirus infection had become a
pandemic. In response to the potentially serious threat posed to public health by the COVID-19 virus, the authorities of the
Republic of Uzbekistan have undertaken measures to contain the spread of coronavirus infection, including restrictions on
the crossing of the Republic of Uzbekistan’s borders, restrictions on the entry of foreign nationals, and recommendations to
enterprises to transfer employees to remote work. During March 2020, local authorities gradually introduced additional
measures to ensure social distancing, including closing schools, universities, restaurants, cinemas, theaters, museums and sports
facilities. In order to ensure sanitary and epidemiological safety of population, the Special Republican Commission has
introduced restrictive measures (quarantine) until 1 August 2020.

In April of this yeat, there was a significant decline in business activity, primatily due to the restrictive measures and
deterioration of world markets conditions. Partial suspension of production and decline in household income resulted in a
decrease in the aggregated demand in the economy.

The monetary policy of the Central Bank of the Republic of Uzbekistan in 2020 was sufficiently effective and prevented
structural deficits and surpluses in the liquidity matket. Implemented money matrket mechanisms (repos, swaps, GKOs, etc.)
made it possible to effectively control the level of liquidity and prevent risks to the stability of the payment system.

Based on the publicly available information as at the date of approval of these financial statements, management has analysed
the possible development of the situation and the expected impact on the Bank and the economic environment in which the
Bank operates, including measures alteady taken by the Government of the Republic of Uzbekistan, and it is taking all
necessary measures to minimise the negative impact and ensure sustainability of the Bank in the current circumstances.

As a result, these events did not lead to significant changes in the financial position of the Bank for 2020; their impact on
profit, capital and quality of assets is assessed by the Bank's management as insignificant. The Bank's management is in the
process of assessing the impact of such developments on the Banks's activities in 2021.

In order to assess the impact of the economic decline and volatility of the Uzbekistan market on the quality of the Bank's loan
portfolio, management has analysed the potential change in credit risk of on- and off-balance sheet instruments exposed to
credit risk in stressful situations.

Based on the results of the analysis, taking into account the assumptions made for the credit quality category, collateral
availability and borrowers’ industry, according to the management's assessment, the potential creation of additional allowances
for possible losses under the CBU Regulations on Commitments on Loans and Credit Facilities will not have a significant
negative impact on the Bank's ability to meet capital adequacy ratios and other regulatory indicators.

2 Basis of pteparation

Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting Standards (hereinafter
“TFRS”).

A number of new standards and amendments are effective for annual periods beginning 1 January 2020, they did not have a
material impact on the Bank's financial statements.

These financial statements are based on accounting records prepared according to the accounting legislation of the Republic
of Uzbekistan, adjusted and reclassified to comply with IFRS.

The principles of accounting policies applied in the preparation of these financial statements are disclosed in Note 3. These
policies have been consistently applied to all periods presented in the financial statements, unless otherwise stated.

Functional and presentation currency

The national currency of the Republic of Uzbekistan is Uzbekistan soum (hereinafter referred to as "UZS"), which is the
Bank’s functional cuttency and the currency in which these financial statements are presented. All financial information
presented in UZS has been rounded to the (nearest) thousand, unless otherwise stated.

Foreign currencies, especially the US dollar and the Euro, ate significant in determining the economic parameters of numerous
economic transactions carried out in the Republic of Uzbekistan. The table below shows the rates of the Uzbekistan soum in
relation to the US dollar and the Euro, set by the CBU:

10



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Notes to the Financial Statements for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

31 December 31 December

2020 2019

UZS/1 USD 10,476.92 9,507.56
UZS/1 EUR 12,786.03 10,624.70

Use of estimates and judgments

In preparing these financial statements, management has made judgement, estimates and assumptions that affect the
application of the Bank’s accounting policies and the reported amounts of assets and liabilities, income and expense. Actual
results could differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period when the estimates are revised and in any future periods affected.

Judgments

Information about judgments made in applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements is included in the following notes:

-classification of financial assets: assessment of the business model within which the assets are held and assessment of whether
the contractual terms of the financial asset are solely payments of principal and interest on the principal amount outstanding
— Note 3.

- establishing the criteria for determining whether credit risk on the financial asset has increased significantly since initial
recognition, determining methodology for incorporating forward-looking information into measurement of ECL and selection
and approval of models used to measure ECL — Note 4.

Assessment of the fair value of loans issued within the frameworks of the Govetnment progarmme

Loans issued by the Bank but in accordance with Government decrees, do not have similar market instruments, were issued
within the framework of the Government programmes, and as a result of its specific terms and borrowers types resulted in
forming separate market segment. Management believes, that contracted interest rates of such loans are market rates and the
Bank estimates their fair value upon recognition which is equal to nominal value.

Assessment of the fair value of financial liabilities, raised within the ffameworks of the Government progarmme

Financial liabilities are initially recognized at fair value. In cases, where interest rates on attracted financial liabilities differ from
market rates, and the purpose of such liabilities is to form related assets, for which interest rates taking into account the Bank’s
margin do not represent market rates, their fair value at initial recognition is equal to nominal value.

In case of attraction of liabilities under terms which are different from the market terms the fair value of loans is determined
using valuation techniques, which represent discounting the loan at the interest rate, which is considered as matket average for
similar loans at the date of initial recognition.

Assumptions and estimations uncertainty

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material adjustment
in the year ended 31 December 2020 is included in the following notes:

- impairment of financial instruments: determining inputs into the ECL measurement model, including incorporation of
forward-looking information — Note 4, 8

- estimates of fair values of financial assets and liabilities — Note 29.

Going concern

These financial statements reflect the management's assessment of those impacts that affect the Bank’s operations and financial
position. The future development of the economy of the Republic of Uzbekistan depends to a large extent on the effectiveness
of measures undertaken by the Government of the Republic of Uzbekistan and other factors, including legislative and political
events that are not controlled by the Bank. The Bank’s management is not able to predict the consequences of the impact of
these factors on the financial position in the future. The accompanying financial statements did not include adjustments related
to such risk.

These financial statements were prepared under the assumption that the Bank is a going concern and will continue to operate
for the foreseeable future.

In order to maintain the required level of liquidity, the Bank is able to attract additional funds in the interbank lending market.
Diversification of liquidity sources allows to minimise the Bank's dependence on any source to ensure full performance of its
obligations. The Bank's accumulated current liquidity reserves and available sources of additional funds which allow the Bank
to continue to operate continuously in the long term.

11



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Notes to the Financial Statements for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

Taxation

The Bank operates in accordance with the requirements of the current legislation of the Republic of Uzbekistan. Management
of the Bank periodically assess the possibility of ambiguous interpretation of the provisions of the tax legislation in relation to
the Bank's operations and, if necessaty, creates additional reserves for the payment of taxes.

Significant accounting policies are presented below.

3 Significant accounting policies

Effective interest rate

Interest income and expense are recognised in profit or loss using the effective interest method. The ‘effective interest rate’ is
the rate that discounts estimated fututre cash payments or receipts through the expected life of the financial instrument exactly
to:

e the gross carrying amount of the financial asset; or
e  the amortized cost of the financial liability.

When calculating the effective interest rate for financial instruments other than purchased or originated credit-impaired assets,
the Bank estimates future cash flows considering all contractual terms of the financial instruments, but not expected credit
losses. For purchased or originated credit-impaired financial assets, a credit-adjusted effective interest rate is calculated using
estimated future cash flows including the expected credit losses.

The calculation of the effective interest rate includes transaction costs and fees and points paid or received that are an integral
part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to the acquisition or
issue of a financial asset or financial liability.

Amortised cost and gross carrying amount
The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is
measured on initial recognition less the principal repayments, plus or minus the cumulative amortization using the effective

interest method of any difference between that initial amount and the maturity amount and, for financial assets, adjusted for
any expected credit loss allowance.

The ‘gross carrying amount of a financial asset’ measured at amortized cost is the amortized cost of a financial asset before
adjusting for any expected loss allowance.

Calculation of interest income and expenses

The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a financial asset or a
financial liability. In calculating interest income and expense, the effective interest rate is applied to the gross catrying amount
of the asset (when the asset is not credit-impaired) or to the amortized cost of the liability. The effective interest rate is revised
as a result of periodic re-estimation of cash flows of floating rate instruments to reflect movements in market rates of interest.
The effective interest rate is also revised for fair value hedge adjustments at the date amortization of the hedge adjustment
begins.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest income is calculated
by applying the effective interest rate to the amortized cost of the financial asset. If the asset is no longer credit-impaired, then
the calculation of interest income reverts to a gross carrying value basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying the credit-adjusted
effective interest rate to the amortised cost of the financial asset. The calculation of interest income does not revert to a gross
basis, even if the credit risk of the asset improves.

Presentation of information

Interest income calculated using the effective interest method presented in the statement of profit or loss and other
comprehensive income includes:

e interest on financial assets measured at amortised cost;
e interest on debt instruments measured at FVOCI;

Other interest income presented in the statement of profit or loss and other comprehensive income includes interest income
on non-derivative debt financial instruments measured at FVIPL and net investments in finance leases.

Interest expenses presented in the statement of profit or loss and other comprehensive income include:

e Interest expense on financial liabilities measured at amortised cost.
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Fees and commission

Fee and commission income and expense that are integral to the effective interest rate on a financial asset or financial liability
are included in the effective interest rate.

Other fee and commission income — including account servicing fees, investment management fees, sales commission,
placement fees and syndication fees — is recognized as the related setvices are performed. If a loan commitment is not expected
to result in the draw-down of a loan, then the related loan commitment fee is recognized on a straight-line basis over the
commitment period.

A contract with a customer that results in a recognized financial instrument in the Bank’s financial statements may be partially
in the scope of IFRS 9 and partially in the scope of IFRS 15. If this is the case, then the Bank first applies IFRS 9 to separate
and measure the part of the contract that is in the scope of IFRS 9 and then applies IFRS 15 to the remainder of the contract.

Other fee and commission expense relates mainly to transaction and service fees, which are expensed as the setvices are
received.

Financial assets and liabilities
Classification of financial instruments

Upon initial recognition, financial assets are classified as measured either at amortised cost or at fair value through other
comprehensive income or at fair value through profit or loss.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated by the Bank
as at FVTPL:

e the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and

e the contractual terms of the financial asset provide for cash flows that ate solely payments of principal and interest
accrued on the outstanding principal.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated by the Bank
as at FVTPL:

e the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets;

e the contractual terms of the financial asset provide for cash flows that are solely payments of principal and interest
accrued on the outstanding principal.

For debt financial assets measured at FVOCI, gains and losses ate recognized in other comprehensive income, except for the
following, which are recognized in profit or loss in the same manner as for financial assets measured at amortized cost:

e interest income calculated using the effective interest rate method;
e cxpected credit losses (ECL) and their reversal; and

e  gains or losses from changes in exchange rates.

On derecognition of a debt financial asset measured at fair value through other comprehensive income cumulative gains and
losses that were previously recognised in other comprehensive income are reclassified from equity into profit or loss.

On initial recognition of an equity investment that is not held for trading, the Bank may irrevocably elect to present subsequent
changes in fair value in other comprehensive income. This choice is made for each investment separately.

For such equity instruments gains and losses are never reclassified into profit or loss and no impairment is recognized in profit
or loss. Dividends are recognised in profit or loss unless they cleatly represent a recovery of part of the cost of the investment,
in which case they are recognised in other comprehensive income. Cumulative gains and losses recognised in other
comprehensive income are transferred to retained earnings on disposal of an investment.

All other financial assets are classified as at fair value through profit or loss.

In addition, on initial recognition the Bank may irrevocably designate a financial asset that meets the requirements to be
measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch
that would otherwise arise.

Financial assets — business model assessment

The Bank makes an assessment of the objective of the business model in which a financial asset is held at a portfolio level
because this best reflects the way the business is managed and information is provided to management. The information
considered includes:
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- The stated policies and objectives for the portfolio and the operation of those policies in practice. These include whether
management’s strategy focuses on earning contractual interest income, maintaining a particular interest rate profile, matching
the duration of the financial assets to the duration of any related liabilities or expected cash outflows or realizing cash flows
through the sale of the assets.

- How the performance of the portfolio is evaluated and reported to the Bank’s management.

- The risks that affect the performance of the business model (and the financial assets held within that business model) and
how those risks are managed.

- How managers of the business are compensated (e.g. whether compensation is based on the fair value of the assets managed
or the contractual cash flows collected).

- The frequency, volume and timing of financial assets sales in prior periods, the reasons for such sales and expectations about
future sales activity.

Transfers of financial assets to thitd parties under transactions that do not meet the derecognition criteria are not considered
as sales for this purpose, and the Bank continues to recognize such assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis are measured
at FVIPL.

Financial assets — assessment of whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial recognition. ‘Intetest’
is defined as consideration for the time value of money, for the credit risk associated with the principal amount during a
particular period of time and for other basic lending risks and costs (e.g. liquidity risk outstanding and administration costs),
so as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest (SPPI criterion), the Bank
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual cash flows such that the financial asset would not meet

this condition. In making the assessment, the Bank considers the following:

— contingent events that would change the amount and timing of cash flows;

— conditions that may adjust the coupon rate provided by the contract, including variable rate terms;
— prepayment and extension terms; and

— terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements).

A prepayment feature is consistent with the SPPI criterion if the prepayment amount substantially represents unpaid amounts
of principal and interest on the principal amount outstanding, which may include teasonable compensation for eatly
termination of the contract. In addition, a prepayment feature is treated as consistent with this criterion if a financial asset is
acquited or originated at a premium or discount to its contractual par amount, the prepayment amount substantially represents
the contractual par amount plus accrued (but unpaid) contractual interest (which may also include reasonable compensation
for early termination), and fair value of the prepayment feature is insignificant at initial recognition.

Financial assets — subsequent measurement and gains and losses

Financial assets measured at fair These assets are subsequently measured at fair value. Net gains and losses, including any
value through profit or loss interest or dividend income, are recognised in profit or loss for the period.
Financial assets at amortized cost These assets are subsequently measured at amortised cost using the effective interest method.

The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains
and losses and impairment are recognized in profit or loss. Any gain or loss on derecognition
is recognised in profit or loss.

Debt investments at FVOCI These assets are subsequently measured at fair value. Interest income calculated using the
effective interest method, foreign exchange gains and losses and impairment are recognised
in profit or loss. Other net gains and losses are recognized in other comprehensive income.
On derecognition, gains and losses accumulated in other comprehensive income are
reclassified to profit or loss for the period.
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Equity investments at FVOCI These assets are subsequently measured at fair value. Dividends are recognized as income in
profit or loss unless the dividend cleatly represents a recovery of a part of the investment cost.
Other net gains and losses are recognized in other comprehensive income and are never
reclassified to profit or loss for the period.

Non-recourse loans

In some cases the loans issued by the Bank, and pledged as collateral by the borrower limit the Bank’s claim to cash flows
from the specified collateral (non-recourse loans). The Bank applies judgment when measuring compliance of non-recourse
loans with SPPI criterion. When forming the judgment, the Bank generally analyzes the following:

e whether the relevant contract determines the specified amounts and terms for loan payments;

e fair value of pledged collateral regarding the financial asset pledged;

e  borrower’s ability or will to continue making the contractual payments, despite the cost decrease of pledged collateral;
e whether the borrower is an individual or operating entity, or a special purpose entity;

e  risk of loss on pledged financial asset on a limited recourse basis in comparison with the loan issued to the borrower
on a full recourse basis;

e the extent to which the collateral represents all or a significant portion of the borrower's assets; and

e whether the Bank will gain benefit from an increase in cost of underlying asset(s).

Financial liabilities — classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability is classified as measured at
FVTPL if it is classified as held for sale, is a derivative or it is designated by the entity at its own discretion as such upon initial
recognition. Financial liabilities at FVTPL are measured at fair value, and net amounts of profit and loss, including any interest
expense, are recognized in profit or loss. Other financial liabilities are subsequently measured at amortized cost using the
effective interest rate method. Interest expense and foreign exchange gains and losses are recognized in profit or loss. Any
gain or loss on derecognition is also recognized in profit or loss.

The Bank has bank loans with a fixed rate, giving the banks the right to change interest rates due to changes in the key rate of
the CBU. The Bank has the right to repay the loan at par without significant penalty. The Bank considers such instruments as
in essence floating-rate instruments.

Modification of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Bank assesses whether cash flows resulted from modified asset considerably
different. If the cash flows are substantially different (referred to as ‘substantial modification’), then the contractual rights to
cash flows from the original financial asset are deemed to have expired. In this case, the original financial asset is derecognised
and a new financial asset is recognised at fair value plus any eligible transaction costs. Any fees received as part of the
modification are accounted for as follows:

e resuted in determination of the fair value of the new asset less comssion fees which represent transaction costs are
included in the initial measurement of the asset; and

e  other fees are included in profit or loss as part of the gain or loss on derecognition.

Changes in the amount of cash flows related to existing financial assets or liabilities are not treated as modification if they arise
from the current terms of the agreement, for example, changes of interest rates by the Bank due to the change of the key rate
by the CBU, if the related loan agreement permits the Bank to change interest rates.

The Bank performs quantitative and qualitative assessment of whether the modification is significant, i.e. whether cash flows
related to the original financial asset differ significantly from the modified or new financial asset. The Bank performs
quantitative and qualitative assessment of whether modification is significantly analysing qualitative factors, quantitative factors
and the overall effect of qualitative and quantitative factors. If the cash flows are substantially different, then the contractual
rights to cash flows from the original financial asset are deemed to have expired. Similarly, in performing this assessment the
Bank acts in line with the requirements with regard to the derecognition of financial liabilities.

The Bank concludes that a modification is significant based on the following qualitative factors:
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e  change in the currency of the financial asset;
e change in collateral or other credit enhancement;

e change of terms of a financial asset that lead to non-compliance with the SPPI criterion (e.g. inclusion of conversion
feature) (applicable from 1 January 2018).

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is usually to
maximise recovery of the original contractual terms rather than to originate a new asset with substantially different terms. If
the Bank plans to modify a financial asset in a way that would result in remit of cash flows, then it first considers whether a
part of the asset should be written off before the modification takes place (see below for write off policy). This approach
impacts the result of the quantitative evaluation and means that the derecognition criteria are not usually met in such cases.
The Bank further performs qualitative evaluation of whether the modification is substantial.

If the modification of a financial asset measured at amortised cost or FVOCI does not result in derecognition of the financial
asset, then the Bank reassesses the gross catrying amount of the financial asset using the original effective interest rate of the
asset and recognises the resulting adjustment as a modification gain or loss in profit or loss. For floating-rate financial assets,
the original effective interest rate used to calculate the modification gain or loss is adjusted to reflect current market terms at
the time of the modification. Any fees incurred and fees received as part of the modification adjust the gross carrying amount
of the modified financial asset and are amortized over the remaining term of the modified financial asset.

If such modification is caused by financial difficulties of the borrower, respective gain or loss is recognised in impairment. In
other cases the related profit or loss is presented in interest income calculated using the effective interest method.

For fixed-rate loans, where the is eligible to repay the loan at par without significant penalty, the Bank treats the modification
of an interest rate to a current market rate using the guidance on floating-rate financial instruments. This means that the
effective interest rate is adjusted prospectively.

Financial liabilities

The Bank derecognises a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different. In this case a new financial liability based on the modified terms is recognized at fair value. The
difference between the carrying amount of previous financial liability extinguished and the new financial liability with modified
terms is recognized through profit or loss. Consideration paid includes non-financial assets transferred, if any, and the
assumption of liabilities, including the new modified financial liability.

The Bank performs quantitative and qualitative assessment of whether modification is significant analysing qualitative factors,
quantitative factors and the overall effect of qualitative and quantitative factors. The Bank concludes that a modification is
significant based on the following qualitative factors:

e financial liability currency change;

e change in collateral or other credit quality;

e inclusion of conversion option;

e  change in the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value of the cash flows under
the new terms, including any fees paid net of any fees received and discounted using the original effective interest rate, is at
least 10 per cent different from the discounted present value of the remaining cash flows of the original financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortized cost of the liability is
recalculated by discounting the modified cash flows at the original effective interest rate and the resulting gain or loss is
recognized in profit or loss. For floating-rate financial liabilities, the original effective interest rate used to calculate the
modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any costs and fees incurred
are recognised as an adjustment to the carrying amount of the liability and amortised over the remaining term of the modified
financial liability by re-computing the effective interest rate on the instrument.

Impairment

The Bank recognizes loss allowances for ECLs on:
-financial assets measured at amortized cost;
-investments in debt instruments at FVOCI;
-financial guarantees.

The Bank measures loss allowances at an amount equal to lifetime ECLs, except for the following, for which they are measured
as 12-month ECLs:

-debt securities that are determined to have low credit risk at the reporting date; and
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-other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the
financial instrument) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Bank considers reasonable and supportable information that is relevant and available without undue cost
or effort. This includes both quantitative and qualitative information and an analysis based on the Bank’s historical experience
and a reasonable credit assessment, including forward-looking information.

The Bank assumes that the credit risk on a financial asset has increased significantly if it is more than 30 days past due.
The Bank considers a financial asset to be in default when:

-the borrower is unlikely to pay its obligations to the Bank in full, without recourse by the Bank to actions such as realization
of collateral (if any is held); or

-the financial asset is more than 90 days past due.

The Bank considers a debt security to have low credit risk when its credit risk rating is equivalent to the globally understood
definition of ‘investment-grade’.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after the
reporting date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Bank is exposed
to credit risk.

Measurement of ECLs

Expected credit losses are a probability-weighted estimate of credit losses. They are measured as follows:

e financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls (i.e. the
difference between the cash inflow due to the Bank in accordance with the contract and the cash outflowthat the
Bank expects to receive);

e financial assets that ate credit-impaired at the reporting date: if there is the difference between the gross carrying
amount and the present value of estimated future cash inflow;

e undrawn loan commitments: as the present value of the difference between the contractual cash inflowthat ate due
to the Bank if the commitment is used and the exprected cash inflow that the Bank expects to receive; and

e financial guarantees: as the present value of the expected payments to reimburse the holder’s credit losses less any
amounts that the Bank expects to recovert.

Restructured financial assets

If the terms of a financial asset are renegotiated or modified or replacement of an existing financial asset due to borrowe’s
financial difficulties, then an assessment mey indicate derecognition of financial assets and ECL are measured as follows:

- If the expected restructuring will not result in derecognition of the existing asset, then the expected cash flows arising from
the modified financial asset are included calculation the cash shortfalls from the existing asset (see Note 4).

If the expected restructuring results in the derecognition of the existing asset, then the expected fair value of the new asset is
considered as the final cash flow from the existing asset at the time of its derecognition. This amount is included in the
calculation of cash shortfalls under the existing financial asset that are discounted from the expected date of derecognition to
the reporting date using the original effective interest rate of the existing financial asset.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets recognized at amortised cost and debt securities at FVOCI
are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events with negative impact on the estimated futute
cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
e significant financial difficulty of the borrower or issuer;
e abreach of contract terms such as default or ovedue payments;
e  restructuring of a loan or advance on terms that the Bank would not consider otherwise;
e itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

e absence of an active market for a security due to the of financial difficulties.
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A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually considered to be credit-impaired
unless there is evidence that the risk of not receiving contractual cash flows has reduced significantly and there are no other
indicators of impairment. In addition, a retail loan that is overdue for 90 days or more is considered credit-impaired.

In making the assessment of whether an investment in government bonds is credit-impaired, the Bank considers the following
factors.

e market assessment of solvency as reflected in the bonds yield;
e assessments of solvency performed by rating agencies;
e the country’s ability to access capital markets to issue new debt;

e The probability of debt being restructured, resulting in holders suffering losses through voluntary or mandatory debt
forgiveness.

e  availability of international support mechanisms allowing to provide required support to such country as a “lender
of last resort” and a publicly announced intent of state institutions and agencies to use such mechanisms. This
includes an assessment of the depth of those mechanisms and, irrespective of the political intent, whether there is
the capacity to fulfill the required criteria.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL are presented in the statement of financial position as follows:
e financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets;
e loan commitments and financial guarantees: generally, as a provision;

e  where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the
ECLs on the loan commitment component separately from those on the drawn component (loan issued): the Bank
presents a combined loss allowance for both components. The combined amount is presented as a deduction from
the gross carrying amount of the drawn component. Any excess of the loss allowance over the gross amount of the
drawn component is presented as a provision; and

e  debt instruments measured at FVOCI: no loss allowance is recognised in the statement of financial position because
the carrying amount of these assets is their fair value. However, the loss allowance is disclosed and is recognised in
the fair value reserve.

Write-offs

Loans and debt secutities are written off (either partially or in full) when there is no reasonable expectation of recovering a
financial asset in its entirety or a portion thereof. This is generally the case when the Bank determines that the borrower does
not have assets or soutces of income that could generate sufficient cash flows to repay the amounts subject to the write-off.
This assessment is carried out at the individual asset level.

Recoveries of amounts previously written off are included in “impairment losses on debt financial assets” in the statement of
profit or loss and other comprehensive income.

Financial assets that are written off could still be subject to enforcement activities of the Bank in order to comply with the
Bank’s procedures for recovery of amounts due.

Loans to customers

The “Loans to customers” item of the statement of financial position includes loans to customers measured at amortized cost
(see Note 8). They are initially measured at fair value plus incremental direct transaction costs, and subsequently at their
amortised cost using the effective interest method.

Investment financial assets

The item "Investment financial assets" in the statement of financial position includes debt investment securities measured at
amortized cost. They are initially measured at fair value plus incremental direct transaction costs, and subsequently at their
amortised cost using the effective interest method.

Fair value through profit or loss

- Trading assets are assets that are acquired by the Bank or arise principally for the purpose of selling or repurchasing in the
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near future, or are part of a portfolio in which the assets are managed together for generating short-term profits. Trading assets
were initially recognised and subsequently measured at fair value in the statement of financial position, with transaction costs
recognised in profit or loss. All changes in fair value are recognised as part of net trading income in profit or loss.

- Assets classified at the discretion of the Bank. Some investment securities are classified at the discretion of the Bank as at
fair value through profit or loss with immediate recognition of changes in fair value in profit or loss.

Deposits, debt securities issued and subordinated liabilities

Deposits, debt securities issued and subordinated liabilities ate initially measured at fair value minus related transaction costs,
and subsequently measured at their amortised cost using the effective interest method, except where the Bank designates
liabilities at FVTPL.

When the Bank classifies a financial liability at its own discretion into the fair value through profit or loss measurement
categoty, the amount of changes in the fair value of a financial liability caused by changes in its own credit risk under such
liability is presented in other comprehensive income as a reserve for changes in the fair value of financial liabilities caused by
changes in its own credit risk. On initial recognition of the financial liability, the Bank assesses whether presenting the amount
of change in the fair value of the liability that is attributable to credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss. This assessment is made by using a regression analysis to compare:

- the expected changes in the fair value of the liability related to changes in the credit risk; with
- the impact on profit or loss of expected changes in fair value of the related instruments.

Amounts presented in the liability credit reserve are not subsequently transferred to profit or loss. When these instruments are
derecognised, the related cumulative amount in the liability credit reserve is transferred to retained earnings.

Financial guarantees and loan commitments

Financial guarantees are contracts that require the Bank to make specified payments to reimbutse the holder for a loss that it
incurs because a specified debtor fails to make payment when it is due in accordance with the terms of a debt instrument.
Loan commitments are firm commitments to provide credit under pre-specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a below-market interest rate are initially measured at fair
value. Subsequently, they are measured as follows:

- at the higher of the loss allowance determined in accordance with IFRS 9 and the amount initially recognised less, when
appropriate, the cumulative amount of income recognised in accordance with the principles of IFRS 15.

The Bank has no loan commitments that are measured at FVTPL.
For other loan commitments:
- The Bank recognises allowance for expected credit losses.

Liabilities arising from financial guarantees and loan commitments are included within provisions.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, amounts due from the CBU, excluding obligatory resetves, and amounts
due from credit institutions that mature within ninety days of the date of origination and are free from contractual
encumbrances.

Amounts due from credit institutions

In the normal course of business, the Bank maintains advances for various periods of time in credit institutions. Amounts due
from other banks are not held for immediate or short-term sale and are recognized at amortized cost using the effective interest
method if they have fixed maturity terms. Amounts without fixed matutity terms are recognized at amortized cost based on
expected maturities. Amounts due from credit institutions are carried net of any allowance for impairment losses.

Mandatory cash balances with the CBU represent funds deposited with the CBU and not intended to finance current
operations of the Bank. Mandatory cash balances with the CBU are included in amounts due from credit institutions for the
putpose of preparing a statement of cash flows.

Amounts due to credit institutions are recorded when cash or other assets are advanced to the Bank by counterparty banks.
These non-derivative financial liabilities are recognized at amortized cost.

Taxation

The current income tax expense is calculated in accordance with the regulations of the Republic of Uzbekistan by the head
office of the Bank.
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Deferred tax assets and liabilities are calculated in respect of temporary differences using the liability method. Deferred income
taxes are provided for all temporary differences arising between the tax bases of assets and liabilities and their carrying values
for financial reporting purposes, except where the deferred income tax arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

A deferred tax asset is recorded only to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilized. Deferred tax assets and liabilities are measured at tax rates that are expected
to apply to the period when the asset is realized or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the reporting date.

Deferred income tax is provided on temporary differences arising on investments in subsidiaties, associates and joint ventures,
except where the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future.

Property, plant and equipment

Property, plant and equipment are recorded at cost, less accumulated depreciation and accumulated impairment losses, where
required.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major components of property, plant
and equipment items are capitalized and the replaced part is retired.

Gains and losses from disposals determined by comparing revenue with carrying amount ate recognised in the income
statement for the year as other operating income and expenses.

Land owned by the Bank under its ownership is not depreciated.

Land and construction in progress are not depreciated. Depreciation on other property, plant and equipment items and
intangible assets is calculated using the straight-line method, i.e. by evenly reducing their cost to the residual value over the
following estimated useful lives:

Useful lives (years)

Buildings and constructions 50
Office and computer equipment 5-10
Intangible assets 5-10

The residual value of an asset is the estimated amount that the Bank would currently obtain from the disposal of the asset less
the estimated costs of disposal, if the asset was already of the age and in the condition expected at the end of its useful life.
The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each reporting period.

Intangible assets

The Bank’s intangible assets have definite useful life and primarily include capitalised software costs. Acquired computer
software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific software. Intangible
assets are amortised on a straight-line basis over expected useful lives of five to ten years.

Investment property

Investment property is property held by the Bank to receive rental income or capital appteciation, or both and which is not
occupied by the Bank. Investment property is stated at cost less accumulated amortisation and impairment (if necessary). In
case of indications of impairment of investment property the Bank evaluates its recoverable amount, which is calculated as the
higher of its value in use and fair value less disposal costs. A decrease in carrying value of investment property to its recoverable
amount is recognised in profit or loss. Impairment loss recognised in previous years is recovered if there was a change in
estimates used to evaluate the recoverable amount of the asset. Subsequent expenditure is capitalised only when it is probable
that future economic benefits associated with the expenditure will flow to the Bank and the cost can be measured reliably. All
other repairs and maintenance costs are expensed when incurred. If an investment propetty becomes owner-occupied, it is
reclassified to Property, plant and equipment. Rental income earned is recorded in profit or loss for the year within other
operating income.

Impairment of property, plant and equipment and intangible assets

At the end of each reporting period, the Bank reviews the carrying amounts of its property, plant and equipment and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). In
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cases where it is impossible to estimate the recoverable amount of an individual asset, the Bank estimates the recoverable
amount of the cash-generating unit related to the asset. The value of corporate assets is also allocated to individual cash-
generating units or the smallest groups of cash-generating units for which a reasonable and consistent allocation method can
be identified.

Leases
Right-of-use assets

The Bank recognizes right-of-use assets from the date of lease commencement (i.e. from the date on which the underlying
asset becomes available for use). Right-of-use assets ate measured at cost less accumulated depreciation and accumulated
impairment taking into account revaluation of lease liabilities. The value of the right-of-use assets includes the amount of the
recognised lease liabilities and lease payments made at or before the commencement of the lease, any initial direct costs
incurred by the lessee in connection with the conclusion of the lease agreement. The Bank does not apply materiality to the
amount of initial direct costs incurred by the lessee. If it is not reasonably certain that the Bank will obtain ownership of the
leased asset at the end of the lease term, recognised right-of-use assets are depreciated on a straight-line basis over the shorter
of the estimated useful life of the asset and the lease term.

Lease liabilities

Upon inception of lease the Bank recognises lease liability at the present value of lease payments to be made during the lease
term. Lease payments include fixed payments (including substantive fixed payments) less incentive payments, variable lease
payments based on an index or rate and amounts expected to be paid at the residual value guarantee, and termination penalties
if the lease term reflects the lessee's potential exercise of the termination option. Variable lease payments that are not dependent
on an index or rate are recognised as expenses in the petiod in which the event ot condition giving rise to such payments
occurs. In calculating the present value of lease payments, the Bank uses the incremental borrowing rate at the inception of
the lease if the interest rate implicit in the lease agreement cannot be easily determined. The amount of lease liabilities after
the date of lease commencement is increased to reflect interest accrued and decreased to reflect lease payments made. In
addition, the carrying amount of lease liabilities is revalued when the agreement is modified or the lease term is changed or the
fixed lease payments are changed substantially or the value is changed for the purpose of obtaining the underlying asset.

Component Accounting

In relation to vehicles and office real estate lease agreements, simplifications of practical nature are applied, according to which
the Bank does not separate components that are not leases from components that are leases, but instead takes into account
each component of the lease and respective components that are not leases as one component of the lease, provided that
under such agreements there are no embedded derivatives that meet the criteria of IFRS 9 clause 4.3.3.

The agreement may include the amount payable by the lessee for the activities and costs that do not transfer the goods or
services to the lessee: administrative fees ot other costs (e.g. property tax, insurance fees) that the lessor bears in connection
with the lease that do not transfer the goods or services to the lessor. Such amounts payable do not constitute a separate
component of the agreement, but are considered part of the total refund, which is allocated to the separately identified
components of the agreement. The Bank assesses whether such payments are fixed (or substantive fixed) lease payments or
vatiable lease payments.

Short-term leases and leases of low value assets

The Bank used the following practical expedients when applying IFRS 16 to leases previously classified as operating leases
under IAS 17.

The Bank applies the exception for recognition of short-term leases to its short-term leases of premises, office equipment (i.e.
leases expiring within 12 months from the date of initial application and not subject to a call option). The Bank also applies
an exception for the recognition of low value assets to leases of premises, office equipment, which are considered as low value
assets. Short-term lease payments and low value assets lease payments are recognized as expenses on a straight-line basis over
the lease term and included into general and administrative expenses. The Bank excluded initial direct costs from measuring
the right-of-use asset at the date of initial application.

Impairment of right-of-use assets
Right-of-use asset is subject to an assessment for impairment at the end of each reporting year.

IAS 36 determines whether right-of-use asset is impaired. If there is an impairment, an impairment loss is recognised.
Depreciation will then be charged to the revised catrrying amount.

Customer accounts
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Customer accounts ate non-derivative financial liabilities to individuals, state or corporate customers and are carried at
amortised cost.

Loans and borrowings

Borrowings are non-derivative liabilities received from government and financial organizations and are carried at amortized
cost.

Offset of financial instruments

Financial assets and liabilities are offset and the net amount is recorded in the statement of financial position only if there is a
legally enforceable right to offset the reported amounts, as well as the intention either to offset, or simultaneously realize the
asset and settle the liability.

Pledged property recovered from unpaid loans

Pledged property recovered from unpaid loans represents financial and non-financial assets acquited by the Bank in settlement
of overdue loans. The assets ate initially recognized at fair value when acquired and included in property and equipment or
other non-financial assets depending on their nature and the Bank's intention in respect of recovery of these assets and are
subsequently re-measured and accounted for in accordance with the accounting policies for these categories of assets.

Prepayment

Prepayment is a non-financial asset that is initially measured at cost less accumulated impairment losses.

Provisions

Provisions are recognised when the Bank has a legal or voluntary obligations as a result of a past event, and it is probable that
an outflow of future economic benefits will be required to settle the obligation which can be reliably estimated.

Charter capital

Otdinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on a business
combination, are shown as a deduction from the proceeds in equity. Any excess of the fair value of consideration received
over the par value of shares issued is recognised as additional paid-in capital.

Dividends

Dividends are recognized as a liability and deducted from equity at the reporting date, provided they have been declared on or
before the reporting date. Dividends are disclosed when they are proposed befote the reporting date or proposed or declared
after the reporting date but before the financial statements are authorized for issue.

Contingencies

Contingent liabilities are not recognised in the statement of financial position but are disclosed unless the possibility of any
outflow in settlement is remote. Contingent assets are not recognised in the statement of financial position but disclosed when
an inflow of economic benefits is probable.

Remuneration of employees and deductions to social insurance funds

On the territory of the Republic of Uzbekistan the Bank implements deductions for a single social tax These deductions are
also reflected on the accrual basis. The single social tax includes contributions to the pension fund. The Bank does not have
its own pension scheme. Salaries, contributions to the state pension fund and social insurance fund, paid annual leave and sick
leave, bonuses and non- monetatry benefits are accrued as the setvices are provided by the Bank's employees.

Segment reporting

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

audited by the chief executive officet responsible for making decisions on operating activities in order to allocate resources to
the segments and evaluate the performance of their activities.
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The Bank evaluates information on the reporting segments in accordance with IFRS. The reporting operating segment is
allocated when one of the following quantitative requirements is met:

e its revenue from sales to external customers and from operations with other segments is at least 10 percent of total
revenue - external and internal - of all operating segments; or

e the absolute profit ot loss ratio is at least 10 percent of the largest of (i) the cumulative profit of all operating segments
without a loss, and (ii) the cumulative loss of all operating segments with a loss; or

e its assets are at least 10 percent of the total assets of all operating segments;

e its assets and liabilities are at least 10 percent of total capital.

If the total revenue from external sales, represented by the operating segments, is less than 75 percent of the Bank's revenue,
additional operating segments are allocated as reportable (even if they do not meet the quantitative criteria given above) until
the reporting segments will include at least 75 percent of the Bank's revenues.

Foreign currency translation

The financial statements are presented in Uzbekistan soum, which is the Bank's functional and presentation currency.
Transactions in foreign currencies are initially recorded in the functional currency at the rate of exchange effective at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
rate of exchange effective at the reporting date. Income and expenses arising from translation of transactions in foreign
currencies are recognised in the statement of profit and loss as "Net Income from Foreign Currency Transactions - Revaluation
of Foreign Exchange Items". Non-monetaty items that are measured in terms of historical cost in foreign currency are
translated using the exchange rate as at the dates of transaction. Non-monetary items measured at fair value in foreign currency
are translated using the exchange rate as at the date when the fair value was determined.

The difference between the contractual exchange rate for a transaction in foreign currency and the official exchange rate of
the CBU at the date of the transaction is included in income less expenses for transactions in foreign currency.

4 Financial risk review

This note presents information about the Bank’s exposure to financial risks.
Credit risk - Amounts arising from ECL
Significant increase in credit risk

When determining whether the credit risk on a financial instrument has increased significantly since initial recognition, the
Bank will consider reasonable and supportable information that is relevant and available without undue cost or effort. The
assessment includes both quantitative and qualitative information and analysis based on the Bank’s historical experience, expert
credit assessment and forward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an exposure by
comparing:
e the remaining lifetime probability of default (PD) as at the reporting date; with

e the remaining lifetime PD for this point in time that was estimated on initial recognition of the exposure (adjusted
where relevant for changes in prepayment expectations).

The Bank uses three criteria for determining whether there has been a significant increase in credit risk:
e  quantitative criterion based on movement in probability of default (PD);
e  qualitative indicators; and

e backstop of 30 days past due.

Credit risk grades

The Bank allocates each exposure to a credit risk grade based on a variety of data that is determined to be predictive of the
risk of default and applying experienced credit judgement. Credit risk grades are defined using qualitative and quantitative
factors that are indicative of the risk of default. These factors may vary depending on the nature of the exposure and the type
of borrower.

Credit risk grades are defined and calibrated such that the risk of default occurring increases exponentially as the credit risk
deteriorates — e.g. the difference in the risk of default between credit risk grades 1 and 2 is smaller than the difference between
credit risk grades 2 and 3.

Each exposure is allocated to a credit risk grade at initial recognition based on available information about the borrower.
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Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a different credit risk grade.
The monitoring typically involves use of the following data:

Corporate exposure All exposures (corporate and retail clients)

e Information obtained during periodic review of e Payment record — this includes overdue status
customer files — e.g. audited financial statements,
management accounts, budgets and projections.
Examples of areas of particular focus are: gross profit
margins, financial leverage ratios, debt service coverage,
compliance with covenants, quality of management,
senior management changes.

e Data from credit rating agencies, press articles, changes e Utlisation of the granted limit
in external credit ratings e Requests for and granting of forbearance

e Quoted bond and credit default swap (CDS) prices for e  Existing and forecast changes in business, financial and
the borrower where available economic conditions.

e Actual and expected significant changes in the political,
regulatory and technological environment of the
borrower or in its business activities

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for exposures. The Bank collects
performance and default information about its credit risk exposures analyzed by jurisdiction or region and by type of product
and borrower as well as by credit risk grading. For some portfolios, information purchased from external credit reference
agencies is also used.

The Bank employs statistical models to analyze the data collected and generate estimates of the remaining lifetime PD of
exposures and how these are expected to change as a result of the passage of time.

Determining whether credit risk has increased significantly

The Bank assesses whether credit risk has increased significantly since initial recognition at each reporting period. Determining
whether an increase in credit risk is significant depends on the characteristics of the financial instrument and the borrower.
The criterion of significance is different for different types of lending, in particular, for corporate clients and individuals.

As a backstop, the Bank considers that a significant increase in credit risk occurs no later than when an asset is more than 30
days past due or increase in PD two times or more, which is applicable to all segments except for accounts receivable,
transactions with financial institutions and issuers of securities; 1 day — for transactions with banks and issuers of securities, 2
days — for transactions with other financial institutions. Days past due are determined by counting the number of days since
the eatliest elapsed due date in respect of which full payment has not been received. Due dates are determined without
considering any grace period that might be available to the borrower.

An increase in the credit risk may be considered significant if it is indicated by qualitative features associated with the Bank's
credit risk management process, the effect of which cannot be fully detected in a timely manner as part of the quantitative
analysis. This applies to those credit risk positions that meet certain high risk criteria, such as being on a watch list. The
assessment of these qualitative factors is based on professional judgment and considering relevant past experience.

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the loss
allowance on an instrument returns to being measured as 12-month ECL. Some qualitative indicators of an increase in credit
risk, such as breach of revised loan agreement, may be indicative of an incteased risk of default that persists when the indicator
is not more exist. In these cases the Bank determines a probation period during which the financial asset is required to
demonstrate good behaviour to provide evidence that its credit risk has declined sufficiently. When contractual terms of a loan
have been modified, evidence that the criteria for recognising lifetime ECL are no longer met includes history of up-to-date
payment performance against the modified contractual terms.

The Bank monitors the effectiveness of the criteria used to identify significant increases in credit risk by regular reviews to
confirm that:

e the criteria are capable of identifying significant increases in credit risk before an exposure is in default;

e the criteria do not align with the point in time when an asset becomes 30 days past due;

e the average time between the identification of a significant increase in credit risk and default appears reasonable;

e  exposures are not generally transferred directly from 12-month ECL (Stage 1) measurement to credit-impaired (Stage

3).
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e there is no unwarranted volatility in loss allowance from transfers between 12-month ECL (Stage 1) and lifetime
ECL measurements (Stage 2).

Definition of default
The Bank considers a financial asset to be in default when:

e the borrower is unlikely to pay its credit obligations to the Bank in full, without recourse by the Bank to actions such
as realizing security (if any is held); or

e the borrower is more than 90 days past due on any material credit obligation to the Bank. Overdrafts are considered
as being past due once the customer has breached an advised limit or been advised of a limit smaller than the current
amount outstanding; or

e it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due to the borrower’s
inability to pay its credit obligations.

In assessing whether a borrower is in default, the Bank will consider indicators that are:
e  qualitative — e.g. breaches of covenants;
e  quantitative — e.g. overdue status and non-payment of another obligation of the same issuer to the Bank; and

e  based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to reflect
changes in circumstances.

Incorporation of forward-looking information

The Bank incorporates forward-looking information into both the assessment of whether the credit risk of an instrument has
increased significantly since its initial recognition and the measurement of ECL. The Bank uses expert judgment in assessment
of forward-looking information. This assessment is also based on external information.

The Bank has identified and documented key drivers of credit risk and credit losses and, using an analysis of historical data,
has estimated relationships between macro-economic variables, credit risk and credit losses. GDP forecasts were designated
as the key factor. However, this analysis did not reveal a significant dependency of the portfolio default rate on GDP.

Modified financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing market conditions, customer
retention and other factors not related to a current or potential credit detetrioration of the customet. An existing loan whose
terms have been modified may be derecognised and the renegotiated loan recognised as a new loan at fair value in accordance
with the accounting policy set out in Note 3.

When the terms of a financial asset are modified and the modification does not result in derecognition, the determination of
whether the asset’s credit risk has increased significantly reflects the comparison of:

e its remaining lifetime PD at the reporting date based on the modified terms; with
e the remaining lifetime PD estimated based on data at initial recognition and the original contractual terms.

The Bank renegotiates loans to customers in financial difficulties (referred to as ‘forbearance activities’) to maximize collection
opportunities and minimize the risk of default. Under the Bank’s forbeatance policy, loan forbearance is granted on a selective
basis if the debtor is currently in default on its debt or if there is a high risk of default, there is evidence that the debtor made
all reasonable efforts to pay under the original contractual terms and the debtor is expected to be able to meet the revised
terms.

The revised terms usually include extending the maturity, changing the timing of interest payments and amending the terms
of loan covenants. Both retail and corporate loans are subject to the forbearance policy.

For financial assets modified as part of the Bank’s forbearance policy, the estimate of PD reflects whether the modification
has improved or restored the Bank’s ability to collect interest and principal and the Bank’s previous experience of similar
forbearance action. As part of this process, the Bank evaluates the borrowet’s payment petrformance against the modified
contractual terms and considers various behavioral indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of forbearance may
constitute evidence that an exposure is credit-impaired (see Note 3). A customer needs to demonstrate consistently good
payment behavior over a petiod of time before the exposure is no longer considered to be credit-impaired/ in default or the
PD is considered to have decreased such that the loss allowance reverts to being measured at an amount equal to 12-month
ECL.
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Measurement of expected credit losses.

The key inputs into the measurement of ECLs are the term structures of the following variables:
e probability of default (PD);
e loss given default (LGD);

e  cxposure at default (EAD).
ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD.
The methodology of estimating PDs is discussed above under the heading “Generating the term structure of PD”.

The Bank estimates LGD parameters based on the history of recovery rates of claims against defaulted counterparties. The
LGD models consider the structure, collateral, seniority of the claim, counterparty industry and recovery costs of any collateral
that is integral to the financial asset. For loans secured by retail propetty, LTV ratios are a key parameter in determining LGD.
LGD parameters are adjusted based on different macroeconomic scenarios and, for loans collateralised by real estate, based
on possible real estate price changes. They ate calculated on a discounted cash flow basis using the effective interest rate as
the discounting factor.

EAD represents the expected exposure in the event of a default. The Bank will detive the EAD from the current exposure to
the counterparty and potential changes to the current amount allowed under the contract, including amortisation. The EAD
of a financial asset is its gross carrying amount at the time of default. For loan commitments, the EAD comprises potential
future amounts that may be drawn under the contract, which are estimated based on historical observations and forward-
looking forecasts. For financial guarantee contracts, the EAD value is the amount payable at the time the financial guarantee
is executed. For some financial assets, the EAD is determined by modeling the range of possible positions exposed to credit
risk at various points in time using scenarios and statistical methods.

As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the Bank measures ECL
considering the risk of default over the maximum contractual petiod (including any borrowet’s extension options) over which
it is exposed to credit risk, even if, for credit risk management purposes, the Bank considers a longer period. The maximum
contractual petriod extends to the date at which the Bank has the right to require repayment of an advance ot terminate a loan
commitment or guarantee.

Where modeling of a parameter is carried out on a collective basis, the financial instruments are grouped on the basis of shared
risk characteristics that include:

e instrument type;

e  credit risk grades;

e collateral type;

e ratio between the loan amount and the collateral amount (ILTV ratio) for mortgage for individuals;
e  date of initial recognition;

e remaining term to maturity;

e industry; and

e  geographic location of the borrower.

The groupings are subject to regular review to ensure that exposures within a particular group remain appropriately
homogeneous.

For portfolios in respect of which the Bank has limited historical data, external benchmark information is used to supplement
the internally available data. Examples of portfolios for which external benchmark information is used as a source for
estimating expected credit losses are presented below.

Exposure as at

31 December 2020 PD indicator

Cash and cash equivalents 778,223,763

Moody’s default statistics
Amounts due from credit institutions 96,943,345 / v
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5

Application of new and revised International Financial Reporting Standards (IFRS)

A number of new standards and amendments to standards are effective for annual petiods beginning after 1 January 2020 with
eatlier application permitted. However, they did not have a material impact on the Bank, in the preparation of these financial
statements.

The revised standards listed below have become mandatory for application by the Bank since 1 January 2020, however, they
have not had a significant effect on the Bank:

Interest rate Benchmark Reform — Amendments to IFRS 9, IAS 39 and IFRS 7 (issued on 26 September 2019 and
are effective for annual periods starting on or after 1 January 2020).

Definition of Material — Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and effective for annual
periods starting on or after 1 January 2020);

Definition of a Business- Amendments to IFRS 3 (issued on 22 October 2018 and are effective for annual periods
starting on or after 1 January 2020);

A number of new standards and interpretations that are mandatory for annual periods beginning on or after 1 January 2021
and which have not been early adopted by the Bank was published.

The adoption of the other new accounting provisions listed below is not expected to have a material impact on the Bank:

Amendments to IAS 1: Current and long-term liabilities classificator (issued on 15 July 2020 and effective for annual
periods beginning on or after 1 January 2023);

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets in Transactions between an Investor and its
Associate or Joint Venture (issued on 11 September 2014 and effective for annual periods beginning on or after a
date to be determined by the IAS);

Interest Rate Benchmark Reform - Amendments to IFRS 9, TAS 39, IFRS 7, IFRS 4 and IFRS 16, Second Phase
(issued on 27 August 2020 and effective for annual periods beginning on or after 1 January 2021).).

The Bank is currently assessing the impact of the above standards on its financial statements.
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6 Cash and cash equivalents

31 December 31 December

2020 2019

Cash on hand 279,664,726 141,302,322
Current accounts with the CBU 421,851,616 376,437,608
Current accounts with other credit institutions 76,707,421 197,360,806
ECL allowance (8,290) (18,504)
Total cash and cash equivalents 778,215,473 715,082,232

As at 31 December 2020 and 31 December 2019, cash and cash equivalents in the amount of UZS 76,618,348 thousand (99%)
and 196,737,706 (99%) were placed in five commercial banks.

The table below shows an analysis of cash and cash equivalents for credit quality as at 31 December 2020:

Cash balances with Deposits with other banks

the CBU (other than with an initial maturity of less Total

mandatory reserves) than 90 days:
The Central Bank of the Republic of Uzbekistan 421,851,616 - 421,851,616
Nostro accounts with other banks
Aa3 (Moody’s) - 15,891 15,891
A3 (Moody’s) - 60,944,676 60,944,676
Baa3 (Moody’s) - 9,967,253 9,967,253
B2 (Moody’s) - 5,779,601 5,779,601
Total cash and cash equivalents, excluding cash
on hand and ECL allowance 421,851,616 76,707,421 498,559,037

The table below shows an analysis of cash and cash equivalents for credit quality as at 31 December 2019:

Deposits with other

Cash balances with the CBU banks with an initial

(other than mandatory maturity of less than 90 Total
reserves) days:

The Central Bank of the Republic of Uzbekistan 376,437,608 - 376,437,608
Nostro accounts with other banks

Aa3 (Moody’s) - 95,372,148 95,372,148
Al (Moody’s) - 737,637 737,637
A3 (Moody’s) - 96,691,773 96,691,773
Baa3 (Moody’s) - 918,977 918,977
Bal (Moody’s) - 489,518 489,518
Ba3 (Moody’s) - 20,062 20,062
B2 (Moody’s) - 3,111,915 3,111,915
B3 (Moody’s) - 18,776 18,776
::;aézail;ﬁ::lv:szg equivalents, excluding cash on hand 376,437,608 197,360,806 573,798,414
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7 Amounts due from other banks

Amounts due from other banks include the following items:

31 December 31 December

2020 2019

Mandatory deposits with the CBU 46,830,736 168,160,008
Restricted cash 4,756,103 39,885,419
Deposits with other banks with an initial maturity of more than 90 days: 45,356,506 39,017,117
ECL allowance (473,684) (9,482)
Total amounts due from other banks 96,469,661 247,053,062

As at 31 December 2020 and 2019, the balance of the mandatory reserve in the CBU amounted to UZS 46,830,736
thousand and UZS 168,160,008 thousand, respectively. According to the legislation of the Republic of Uzbekistan, the Bank
is obliged to deposit mandatory reserves in the CBU on an ongoing basis, for which no interest is accrued and which are part
of the obligations of the Bank with a limited ability to use them.

At year-end 2020, the Bank reduced the number of transactions that required collateralized deposit with a foreign bank. As a
result, the amount of restricted cash decreased by more than 88% from 31 December 2019.

Amounts due from other banks are not secured by collateral.
The credit quality of amounts due from other banks as at 31 December 2020 is as follows.

Deposits with other

Mandatory . N
deposits with Restricted cash bank‘s with an initial Total
the CBU maturity of more than
90 days:
The Central Bank of the Republic of 46,830,736 - - 46,830,736
Uzbekistan
A3 (Moody's) - 4,756,103 - 4,756,103
B3 (Moody's) - - 45,356,506 43,356,506
ECL allowance - - (473,684) (473,684)
Eg‘i‘a‘]‘l‘gﬁﬁz other banks, excluding 46,830,736 4,756,103 44,882,822 96,469,661
The credit quality of amounts due from other banks as at 31 December 2019 is as follows:
Mandatory Deposit.s with‘ot‘h.er
deposits with Restricted cash bank.s with an initial Total
the CBU maturity of more than
90 days:
The Central Bank of the Republic of
Uzbekistan 168,160,008 - - 168,160,008
A3 (Moody's) - 30,885,419 : 39,885,419
Baa3 (Moody's) : : 39,017,117 39,017,117
ECL allowance - - (9,482) (9,482)
Total due from other banks, excluding 168,160,008 39,885,419 39,007,635 247,053,062

ECL allowance

See Note 29 for assessment of fair value of each category of amounts due from other banks. Interest rate analysis of amounts
due from other banks is disclosed in Note 26.

29



INVEST FINANCE BANK JOINT STOCK - COMMERCIAL BANK
with foreign capital
Notes to the Financial Statements for the year ended 31 December 2020

(in thousands of Uzbekistan soums)

8 Loans and advances to customers

31 December 31 December
2020 2019
Loans to legal entities 2,119,755,126 2,181,036,281
Loans to large corporate customers 1,014,617,296 1,281,768,020
Loans to small and medinm businesses 1,105,137,830 899,268,261
Loans to individuals 834,345,019 746,874,037
Net investment in finance lease 293,609,920 185,125,884
Loans to large corporate customers 116,913,239 85,666,615
Loans to small and medium businesses 176,696,681 99,459,269
Loans and advances to customers, gross amount 3,247,710,065 3,113,036,202
Total loans to customers less (39,089,288) (22,7306,440)

ECL allowance
Total loans and advances to customers 3,208,620,777 3,090,299,762

The Bank uses the following classification of loans by classes:

e Loans to large corporate customers - loans granted to customers with an organizational and legal form of ownership
of joint-stock companies and limited liability companies, where credit quality assessment is performed on an
individual basis;

e Loans to small and medium businesses - loans granted to customers with an organizational and legal form of
ownership of joint-stock companies and limited liability companies, private businesses, individual entrepreneurs,
where credit quality assessment is performed on a collective basis;

e Loans to individuals - loans granted to individuals that include:

1) Mortgage loans
i) Consumer loans
i) Education loans;
iv) Other.

e Net investment in finance lease - loans granted to legal entities that meet the definition of finance lease.

The following tables provide information on the quality of the loan portfolio before ECL allowance as at 31 December 2020
and 31 December 2019:

The analysis of the credit quality of loans presented in the tables below is based on the credit quality scale of borrowers
developed by the Bank:

e “Low credit risk” - assets with low probability of default by counterparties have high ability to fulfill their financial
