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l ndependent Auditors' Report

то the Воаrd of Diгесtоrs and Management Воаrd of Aiyl Bank oJsc

Qualified Орiпiоп
We have audited the financial statements of Aiyl Bank OJSC (the .Bank'), which
comprise the statement of financial position as at 31 December zol Ь, trre statements of
profit оr loss and other comprehensive iпсоmе, changes in equity and cash flows for the
уеаr then ended, and notes, comprising significant accounting policies and other
explanatory information.

lп оur opinion, except for the effects of the matters described iп the Basb for Qualified
Орiпiоп section of оur rероrt, the accompanying financial statements рrеSепt fairly, iп
all material respects, the financial position of the Bank as at 31 DесеmЁеr Z019, and its
financial регfоrmапсе апd its cash flows for the уеаr then ended in ассоrdапсе with
lnternational Financial Rерогtiпg Standards (lFRS).

BaslЪ fоr Qualified орiпiоп
As at 31 December 2019 the Bank has loans to customers stated iп the аmочпt of
KGS 19,030,529 thousand. Management of the Bank has not регfоrmеd ап аррrорriаtе
assessment of expected credit Iosses for these loans as at 31 DесеmЬеr 2019 iп сегtаiп
respects, including the аррrорriаtе valuation of underlying collateral used to develop
future cash flow assumptions, апd the related credit stаgйg assessment. lndications
exist that the impairment loss аllоwапсе оп lоапs to customels is understated.

As at 31 DесеmЬеr 2019 the Bank has foreclosed рrорегtу included in other assets
stated iп the amount of KGS 436,s89 thousand. Management of the Bank has not
регfоrmеd an appropriate assessment of the rесочеrаьlе Ъmочпt of these assets as at
31 December2019.

The Bank has not disclosed а rесопсiliаtiоп of loss allowance of loans to customers, the
significant changes in the gross carrying аmочпt of loans to customers that contributed
to changes in the loss allowance, and the nature and effect of modifications of
сопtrасtuаl cash flows on loans to customers that have not resulted in dеrесоgпitiоп,
апd the effect of such modifications оп the measurement of expected credit losses. lп
addition, the Bank has not disclosed comparative information relating to co||ateral and
оthеr credit епhапсеmепts оп loans to customers.

lt is not possible fоr us to provide the information described in the preceding раrаgrарh,
and we wеrе uпаьlе to determine the necessary adjustments to the Bank;s loins to
customers and foreclosed рrореrtу and respective impairment losses, including the
impact оп the Bank's equity, capital adequacy, retated items iп the fiпапсiаl stаtейепts
and related disclosures, had management регfоrmеd ап аррrорriаtе assessment of
expected credit losses and rесочеrаьlе amounts of the items mentioned above as at
31 DесеmЬеr 201 9 and fоr the уеаr then ended.

KPMG Bishkek LLC
Office 201, 21 Еrkiпdik Ьlчrd
Bishkek, Kyrgyz Republic 720040
Telephone 996 (312) 62-33-80
Fах 996 (312) 62-38-56

KPMG Bishkek LLc, а соmрапу incoФomted uпdег the Laffi ol
lhe KyQyz Reput}lic, s memtlel fгm о' lhe КРМG пеlwой of
indeponder{ МеmьеI rims affiliated With KPMG lпtеmаtiопа'
cooperalMe (КРМG lntemat0nal") а Swýs entiy
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We conducted оur audit in ассоrdапсе with lпtеrпаtiопаl Standards оп Auditing (lSДs)
and the requirements рrеsсriЬеd in the Regulations оп minimum rеqчirеЙепts to
ехtеrпаl audit of banks and оthеr financial апd credit institutions, licensed Ьу the
National Bank of the Kyrgyz Republic (NBKR) approved Ьу the Order No. 2017-П-
12125-2 of the NBKR Management Board оп 'l5 June 2017 (iast revised оп 14 August
2019). Оur responsibilities uпdеr those standards аrе fчrthеr described in the Дudlfоrs'
Respoлsib/lfles for the дudit of the Fiпапсiаlsfаfеmелfs section of оur rероrt. we аrе
independent of the Bank in ассоrdапсе with the lnternational code of Ethics for
Professional Accountants (including lпtеrпаtiопаl lndependence Standards) together
with the ethical requirements that аrе геlечапt to очr audit of the financial stateilents
iп the Kyrgyz Republic, and we have fulfilled оur other ethical responsibilities in
ассоrdапсе with these rеquirеmепts and the lпtеrпаtiопаl code of Ethics. we believe
that the audit evidence we have obtained is sufficient and аррrорriаtе to provide а basis
for очr qualified орiпiоп.

Кеу Audit Matters
кеу audit matters аrе those matters that, iп оur professional judgment, wеrе of most
significance iп оur audit of the fiпапсiаl statements of the сurrепt ръriоd. These matters
wеrе addressed in the context of оur audit of the financial statements as а whole, and
in forming очr opinion thereon, and we do not provide а separate oplnion оп these
matters. ln addition to the matters described in the Basis fоr Qualified Орiпiоп section
we have dеtеrmiпеd the matter described below to Ье the key audit matter to Ье
communicated iп our rероrt.

Going сопсеrп

Please rеfеr to Notes 19(е), 2З(е), 26(d) and 32 in tпЕБББББl stыБйБпБ
The key audit matter How the matter was addressed iп оur

audit
The Bank's financial statements аrе
рrераrеd оп а going сопсеrп basis.

The World Health Organization declared
on 11 March 2020 the coronavirus
(COVID-19) оutЬrеаk а pandemic. The
government authorities of the Kyrgyz
Republic have taken а пumЬеr of
measures to counter the effects of the
outbreak, including Ьоrdеr closures,
quarantine, sечеrе limitations imposed
on сrоss-ьоrdеr and domestic
trапsрогtаtiоп, and а Ьап оп social,
cultural, leisure оr sport events. The
measures аrе expected to have а
significant impact оп the Куrgуz
есопоmу.

lп addition, as disclosed in notes 19(d)
and 23(d) the Bank had Ьrеасhеd
сеrtаiп covenants iп respect of its debt
obligations, resulting iп the related
liabilities Ьесоmiпg due оп demand.

The Bank's going сопсеrп assessment
was based оп cash f|ow forecasts which
iп management's view support the
аssегtiоп that the Bank will have
sufficient liquid resources to сопtiпuе in
ореrаtiопаl existence for the

As part of our audit, we performed the
following рrосеdurеs:

We analysed management's stress tests
оп the ореrаtiопs of the Bank, including
their evaluation of business and liquidity
risks arising from the COVlD-'l9 outbreak,
and plans for further actions iп rеsропsе
to the risks identified.

we tested the reasonableness and
feasibility of the рlапs for future actions in
оrdеr to alleviate the effects of the
outbreak Ьу регfоrmiпg the following:

- Challenging the key assumptions
used in the determination of the
forecast financial information
uпdеr various scenarios. This
included challenging the forecast
Ьу rеfеrепсе to observed effects
on Kyrgyz banks of previous
stressed economic situations,
including the 2009 global
financial crisis and political
events in Kyrgyzstan in 2010.

- Регfоrmiпg an analysis of the
going сопсеrп conclusion's
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Respoлsib/lties of Мапаgеmепt апd Those Charged with Gочеrпапсе for
th е F i п ап с i aI sfаfеmелfs
Мапаgеmепt is responsible for the рrераrаtiоп and fair presentation of the financial
statements iп accordance with lFRS, апd fоr such iпtеrпаl сопtrоl as management
determines is necessary to enable the рrераrаtiоп of financial statements that аrе free
frоm material misstatement, whether due to fгаud оr еrrоr.

lп рrераriпg the financial statements, mапаgеmепt is responsible for assessing the
Bank's ability to continue as а going сопсеrп, disclosing, as applicable, matters related
to going сопсеrп and using the going сопсеrп basis of accounting unless management
either intends to liquidate the Bank оr to cease operations, оr has по realistic alternative
but to do so.

Those charged with 9очеrпапсе аrе responsible for overseeing the Bank's financial
rерогtiпg рrосеss.

Auditors'Responsibilifies for the Audit of the Fiпапсiаl Sfаtеmелts

Our objectives аrе to obtain rеаsопаЬlе аssurапсе about whether the financial
statements as а whole аrе frее frоm material misstatement, whether due to fraud оr
еrrоr, апd to issue ап auditors' rерогt that includes our opinion. Reasonable аssurапсе
is а high level of аssurапсе, but is not а gчаrапtее that ап audit conducted iп
ассоrdапсе with lSAs will always detect а material misstatement whеп it exists.
Misstatements сап аrisе frоm frаud оr еrrоr and аrе considered material if, individually
оr in the aggregate, they could rеаsопаЬlу Ье expected to influence the есопоmiс
decisions of users taken оп the basis of these financial statements.

As рагt of ап audit iп ассоrdапсе with lSAs, we ехеrсisе professional judgment апd
maintain professional scepticism throughout the audit. We also:

foreseeable future. The forecasts
reflected а пumьеr of scenarios,
including those considered Ьу
management to Ье sечеrе but plausible
as disclosed in note 32 to the financial
statements.

The Bank also considered the impact оп
its Iiquidity if the outstanding debt
obligations with Ьrеасhеd covenants
were called Ьу the respective lепdеrs,
and concluded that this would not
significantly impact its ability to сопtiпuе
in operation.

The COV|D-19 pandemic is ап
unprecedented challenge for the global
есопоmу, and at the date ofthe fiпапсiаl
statements, its effects аrе subject to а
significant degree of uncertainty. The
Bank's use of the going сопсеrп basis of
accounting is а key audit matter due to
high level of management judgment
rеquirеd and inherent uпсеrtаiпtу
involved iп forecasting and evaluating
financial impact of счrrепt economic
environment and measures planned Ьу
the Bank.

sensitivity to changes iп the
аfоrеmепtiопеd key assumptions
adopted iп the going сопсеrп
assessment, апd considering
whether there wеrе any
indicators of mапаgеmепt bias in
the assessment.

- Rереrfоrmiпg management's
calculation of the impact оп the
Bank's liquidity ratios, in the
event of а sudden withdrawal of
the debt obligations fоr which
covenants аrе in Ьrеасh, and а
potential reduction iп deposits.

We also considered whether апу
additional relevant facts оr information
have Ьесоmе avai|able since the date оп
which the management made its
assessment.

We evaluated the adequacy of the Bank's
disclosures iп respect of the impact of
COV|D-19 and breached debt covenants,
and апу related uncertainties in the
financial statements.
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ldentifr7 and assess the risks of mаtеriаl misstatement of the financial statements,
Whether due to fraud оr еrюr, design апd регfоrm audit рrосеdurеs responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
а basis for оur opinion. The risk of not detecting а material misstaiement reSUlting
frоm frаud iS higher than fоr one resulting irоm еrrоr, as fraud mау iпчоlчБ
collusion, forgery, iпtепtiопаl omissions, mbrepresentations, оr the очеrridе of
internal control. obtain ап understanding of iпtеrпаl control relevant to the audit
in оrdеr to design audit рrосеdurеs that аrе аррrорriаtе in the circumstances, but
not fоr the рurроsе of expressing ап орiпiоп оп the effectiveness of the Bank's
internal сопtrоl.

Evaluate the appropriateness of accounting policies used and the rеаsопаьlепеss
of accounting estimates and related disсlоЪurеs made Ьу mапаgеmепt.

conclude оп the appropriateness of mапаgеmепt's use of the going сопсеrп
basis of accounting and, based оп the audit evidence obtained, wrrеirrеrъ material
uпсеrtаiпtу exists related to events оr conditions that may cast significant doubt
оп the Bank's abiliý to continue as а going сопсеrп. lf we concludelhat а material
uпсегtаiпtу exists, we аrе required to drаw attention in оur auditors' rероrt to the
related disclosures iп the fiпапсiаl statements оr, if such disclosures аrе
inadequate, to modify очr opinion. оur conclusions аrе based оп the audit
evidence obtained up to the date of очr auditors' rероrt. However, future events
оr conditions may cause the Bank to cease to continue as а going сопсеrп.

Evaluate the оvеrаll presentation, structure and content of the fiпапсiаl
statements, including the disclosures, апd whether the financial statements
rерrеsепt the underlying transactions and events in а mаппеr that achieves fair
presentation.

we communicate with those charged with gочеrпапсе regarding, among other mаttеrs,
the planned scope and timing of the audit and significant auoiitinoingi, including апу
significant deficiencies in internal сопtrоl that we identify during очr aЙdit.

we also provide those charged with gочеrпапсе with а statement that we have
complied with rеlечапt ethical requirements regarding independence, and
communicate with them all relationships and other matters ihat may reasonably Ье
thought to Ьеаr оп оur independence, and whеrе applicable, related jafeguards. '

Frоm the matters communicated with those charged with gочеrпапсе, we determine
those matters that wеrе of most significance in the audit oflhe financial statements of
the сurrепt period and аrе thеrеfоrе the key audit matters. we describe these matters
in оur auditors' rероrt unless law оr regulation precludes public disc|osure about the
matter оr when, in extremely rаrе circumstances, we determine that а matter should
поt Ье communicated in оur rерогt because the adverse consequences of doing so
would reasonably Ье expected to outweigh the public interest benefits of Juch
communication.
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The engagement раrtпеr оп the audit resulting in this independent auditors' rероrt is:

Executive Director of KPMG Bishkek LLC
Certified Auditor of the Kyrgyz Republic,
Audito/s Qualification Сегtifi cate
Serial А, No. 0232 of 13 November 2014

5 June 2020

ffiж
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2019
Note KGS'000

2018
KGS,000

Interest income calculated using the effective interest
method

other interest income

Amortisation оf government grапt

Interest expenses

Net interest income before impairment losses оп
interest Ьеаriпg assets

Imраiгmепt losses оп iпtеrеst-Ьеаriпg assets

Net interest iпсоmе

Fее and commission income

Fее and commission expense

Net fоrеigп exchange gаiп

Impairment (losses)/recovery оп other assets

Impairment recovery/(losses) оп credit-related
commitments

оthеr income

Net оthеr income

Operating income

Operating expenses

profit Ьеfоrе iпсоmе tax

[псоmе tax expense

Рrоfit for the уеаr

Total соmрrеhепsiче iпсоmе for the уеаr

5

5

5

5

6

7

8

9

2"668,5 l9

Il4,,7зl

з24,99,7

( l,268,989)

2,24l,з74

97,804

407,з l9
( 1, 1 74,394)

1,839,258

(687,794)

l,572,103

(332.39l )

l,l5l,4б4 1,239,712

з29,599

(86,73 l )

l08,935

(22|,563)

25,838

16,06l

зl2,з39
(69,835)

l44,9з4

26

( l5,495)

38,692

l 72,1 39 4l0,бб l
1,323,б03

(lл166.309)

l,б50,373

( l,228,548)l0

ll
l57,294
( l2,482)

421,825

(49.067)

l44,8l2 372,758

l44,812 372,758

The financial statements wеrе approved Ьу management оп 5 Juпе 2020 and wеrе signed оп its behalf Ьу:

On behalf of the Мапаgеmепt of the Bank:

Ms. Kazakova A.Zh.
Chief Ассоuпlапt

The statement of profit оr loss and other соmрrеhепsiче income is to Ье read in conjunction with the notes
to, and forming раrt of, the financial statements,

d,м/
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20l9
Note KGS'000

2018
кGS,000

лSSЕтS
Cash and cash equivalents

Loans and advances to banks апd other finarrcial
institutions

Loans to customers

- Loans to соrроrаtе сustоmеrs

- Loans to retail customers

Investments in securities (pledged)

Investments in securities (unpledged)

Рrорегtу, plant and equipment and intangible assets

оthеr assets

Total assets

LIABILITIES
Deposits апd balances frоm banks and оthеr finmrcial
institutions

Current accounts and deposits from customers

- Сurrепt accounts and deposits frоm соrроrаtе
customers

- Сurrепt accounts апd deposits from retail customers

Amounts due to the Ministry of Finance of the
Kyrgyz Republic

Amounts due to the National Bank of the Kyrgyz
Republic

Loan from the shareholder

Government grant

other borrowed funds

other liabilities

TotaI liabilities

EQUITY
Share capital

Additional paid-in capital

Gепеrаl rеsеrче

Retained eamings

Total equity

Total liabilities and еqчitу

The statement of financial position
financial statements.

notes to, апd forming раrt of, the

9

l2 6,7з0,226

4l8

з,8,17,549

l 5, l 52,980

709,4|2

|,926,307

865,912

700,096

5,808,289

4|9

5,|92,14l

|з,562,442

602,129

2,9з5,699

6,74,449

з4,7,821

lз
4

l4
l4

l5
lб

l7

l8
l8

l9

20

2l

22

2з

24

29,962,900 29,123,389

2зз,9l2

8, l 04,005

6,070,5l4

2,6зз,64l

|,|82"746

з04,602

7,1 80,694

з|2,9l9

135,5l9

6.28з,з57

6,459,851

2,488,88l

2,125,849

l,000,000

386,099

7,001,369

234.600

26,02J,033 2б,l l5,525

25

25

3,379,200

84,478

l89.696

286,493

2,268,760

83,982

l55,1зl
499,99l'

3,939,8б7 3,007,864

29,962,900 29,123,389

is to Ье read in conjunction with the
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CASH FLOWS FROM OPERATING ACTIVITIES
Interest receipts
Receipt of government grапt

Interest payments
Fее and commission receipts
Fее and commission payments
Net receipts frоm foreign exchange
Оthеr income receipts
Operating expenses payments

(Increase)/decrease in operating assets
Loans and advances to banks and other financial institutions
Loans to customers
other assets

Increase/(decrease) in operating liabilities
Deposits and balances frоm banks and other financial
institutions
Сurrепt accounts and deposits frоm customers
оthеr liabiIities
Net cash from/(used in) ореrаtiпg activities before income
tax paid
Income tax paid
Net cash flows from/(used in) operations

CASH FLOWS FROM INVESTING ЛСТIЧIТIЕS
purchases ог investments in securities
Repaymenl оГ investmenls in securities
Purchases оfрrореrtу and equipment and intangible assets
Proceeds frоm sale оfрrореrф and equipment and intangible
aSSetS

Cash florvs from/(used in) investing activities

CASH FLOWS FRОМ FINЛNСING ACTIVITIES
Receipts of amounts due to the Ministry of Finance of the
Kyrgyz Republic
Rерауmепt of amounts duе to the Ministry of Fiпапсе of the
Kyrgyz Republic
Receipts of amounts due to the National Bank of the Куrryz
Republic
Repayment of amounts due to the National Bank of the Kyrryz
Republic
Receipts of other Ьоrrоwеd firnds
Receipt of loan from the shагеhоldеr
Repayments of other Ьоrrоwеd funds
Dividends paid
Repayment of Iease liabilities
Cash flows (used iп)/frоm fiпапсiпg activities

Effect ofchanges in ехсhапgе rates on cash and cash
equivalents
Effect ofchange in ECL оп cash and cash equivalents
Net iпсrеаsе iп cash and cash equivalent
Cash and cash equivalents as at the beginning ofthe усаr
Cash and cash equivalents as at the end ofthe уеаr
(Note 12)

2,79l,796
24з.500

( l,278,954)
328.5 85
(86,73 1)

l l 1,656
l l,848

( 1.00 1,0l 1 )

(2,767)
( 1,564. 1 87)

(22,925)

98.39з
1.409,589

(34,448)

1,004,334
(39,270)

965,064

2019
KGS,000

(471,241)
|,з94,296
( l4з,532)

4.2|з
78J,73б

з52,500

(208,077)

300,000

( 1,239, l 00)
l,2l5,453

(99,7,3,79\

(2 l 0,000)
(53, l 58)

(839,76l)

2,249,29з
з76,з95

( 1,093,70l)
3 l2,405
(69,8з 5)

l45.669
35,414

(1,137 

"792)

( l0,28 l )

(4,6l3,050)
(88, l 52)

58. l 93

2,69,7,225

26,557

(1,11 l,бб0)
(з9,240)

(1,150,900)

(2,959,465)
669,138

( l 89,3 l2)

з,2,78

(2,476,36l).

20l8
KGS,000

20з,988

(l81,5l8)

920,8зз

з,9з2,660
l,000,000

( 1,006, 1 47)
( l 00,000)

4,7б9,8lб

|2,145
75з

(9,254)

921,937
5,808,289

6,130,226

1,1JJ,J0l
4.674.988

5,808,289

The statement of cash flows is to Ье read in conjunction with the notes to, and fоrmiпg раrt of, the financial
statements.

l0
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Aiyl Вапk OJSC
Note s to the Fiпапсiаl Stаtеmепts for the year епdеd 3 l December 20 l9

Reporting entity
Organisation and operations

Aiyl Bank OJSC (the "Bank") was established in the Kyrgyz Republic as ап ореп joint stock соmрапу. The
Bank obtaincd gcncral bшking license Jф048 in 200б. Thc Bank is the successor of the Kyrgyz Дgriсulturаl
Financial Соrроrаtiоп JSC, which was established Ьу the Gочеrпmепt of the Kyrgyz Republic in 1-996 чпdеr
the auspices of the World Bank for the purpose of providing loans to fаrmеrs and agricultural commodity
producers.

The рriпсiраl activities of the Bank аrе commercial banking, lending апd operations with securities. Initially
the Bank obtained а banking license fоr the grarrting of loans and provision of settlement services to
agricultural customers in the national сurrепсу of the Kyrgyz Republic, the acquisition of government
securities, and cash fоrеigп сurrепсу exchange operations. In DесеmЬеr 2008 the Bank additionally obtained
licenses for the following operations: opening ofcustomer сurrепt accounts and provision оfсоriоrаtе and
retail banking services, mопеу trапsfеr and payment card services, agency аrrапgеmепt sегчiсеs as well as
non-cash foreign сurrепсу exchange operations. Also in DесеmЬеr 2009, the Bank obtained а license to
maintain customer deposit accounts and provide leasing operations, guarantees and letters ofcredit. In 20l6.
the Bank additionally received а license to conduct ореrаtiопs with precious metals and maintain metal
accounts. The activities of the Bank аrе regulated Ьу the National Bank of the Куrryz Repubtic (..the
NBKR"). The Barrk participates in the mапdаtоrу deposit insurance system of the Куrgуi Republic.

As at 3l DесеmЬеr 20l9 the Bank has 35 Ьrапсhеs,22 regional subdivisions and 3l village subdivisions,
64 regional savings offices and lб mobite cash desks frоm which it conducts business thгочgЙочt the Kyrgyz
Republic (20l8: 33 branches,23 regional subdivisions and 30 village subdivisions,73 regional savings ofdces
and З l mobile cash desks).

The legal address ofthe headquarters is the KyrgyzRepublic, Bishkek, 720040, Logvinenko Street, l4.
The majority of the Bank's assets апd liabilities are located in the Kyrgyz Republic.

The Bank is wholly-owned Ьу the Gоvеrпmепt of the Куrgуz Republic (the "Government") through the State
Property Management Fund under the Govemment of the Kyrgyz Republic.

Operating епчirопmепt

The Bank's operations аrе primarily located in Kyrgyzstan. Consequently, the Bank is exposed to the
economic and finarrcial markets of Kyrgyzstan, which display emerging-market сhаrасtеristiсЪ. Legal, tax
and rеgulаtоry frаmеwоrks continue to develop, but аrе subject to varying interpretations and Йqчепt
changes that, together with оthеr legal and fiscal impediments, contribute toihe challenges faced Ьу ЬЪпks
operating in kyrgyzstan. In addition, the first months of 2020 hаче seen significant glоъаl marketturmoil
triggered Ьу the outbreak ofthe соrопачirus.

Together with оthеr factors, this has resulted in а sharp decrease in the oil рriсе and the stock mаrkеt indices,
as well as а depreciation of the kyrgyz som. These developments аге furthеr increasing the level of
uncertainty in the Kyrgyzstan business environment.

The financial statements reflect management's assessment of the impact of the kyrgyz business environment
оп the operations and financial position of the Bank. The future business епчiйпmепt mау differ from
management's assessment

Basis of accounting
Statement of compliance

The accompanying financial Statements аrе рrераrеd iп ассоrdапсе with lnternational Finarrcial Rероrtiпg
Standards (IFRS). This is the first set of the Bank's аппчаl financial Statements iп which IFRS ] б Leases hь
been applied. Changes to significant accounting policies аrе described in Note 2(e)(i).

Basis of mеаsчrеmепt

The financial statements are рrераrеd on the historical cost basis.

(ь)
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Aiyl Вапk OJSC
Noles to the Fiпапсiаl StatemeпlsJor the year епdеd 3I December 20l9

(с) Fчпсtiопаl and presentation счrrепсу

The functional сurrепсу ofthe Bank is the Kyrgyz Som ("KGS") as, being the national счrгепсу ofthe Kyrgyz
Republic, it reflects the economic substance of the majority of underlying events and circumstances relevant
to them.

The KGS is also the presentation сurrепсу fоr the purposes of these financial statements.

Financial information presented in KGS is rочпdеd to the nearest thousand,

(d) Use of estimates апd judgments

Iп рrераriпg these financial statements, mапаgеmепt has made judgements, estimates and assumptions that
affect the application ofthe Bank's accounting policies and the rероrtеd amounts ofassets and liabilities,
income and expenses. Acfual results mау differ frоm these estimates.

Estimates and underlying assumptions аrе reviewed on ап ongoing basis. Revisions to accounting estimates
аrе recognised in the period in which the estimates аrе revised and in апу future periods affected.

Judgements

lnformation about judgements made in applying accounting policies that have the most significant effects 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 аrе held
and assessment of whether the contractual terms of the financial asýet аrе solely payments of рriпсiраl
and interest оп the рriпсiраl аmоuпt outstanding - Note 3(e)(i),

Establishing the criteria fоr determining whether credit risk on the financial asset has increased
significantly since initial recognition, determining methodology fоr incorporating forwaгd-looking
information into mеаsчrеmепt of ECL and selection and approval of models used to mеаsurе ECL -
Note 4.

Assumptions and estimations чпсеrtаiпtу

Information about significant assumptions and estimation uncertainties is as follows:

Impairment of financial instruments: determining inputs into the ECL measurement model, including
iпсоrроrаtiоп of forward-looking information - Note 4, for impairment of loans to счstоmегs -
Note l3.

Estimates of fair value of financial assets and liabilities - Note 3 l .

(е) Changes in accounting policies апd рrеsепtаtiоп

(i) Сhапgеs iп comparative iпtоrmаtiоп

The following adjustments have Ьееп made to епsчге comparability with the presentation of the счrrепt
period:

In the statement of рrоfit оr loss and оthеr comprehensive income for the уеаr ended 3l DесеmЬеr 20l8:

As рrечiочslу As

Impairment losses for interest bearing 
rероrtеd Rec'assification rec'assified

assets (3 16,775) (15,616) (3З2,39l)
Imраirmепt losses оп other assets and
credit-related commitments (З1,085) 15,616 (15,469)

(ir) Сhопgеs iп ассоuпtiпg policy

IFRS 16 Leases

The Bank has initially applied IFRS lб frоm l January 20l9.

А пumЬеr of other new amendments to the existing standards and interpretations аrе also effeotive from
l January20l9buttheydonothaveamaterialeffectontheBank'sfinancialstatements.

IFRS lб rерlасеs leases guidance including IAS l7 Leases, IFzuC 4 Determining whether ап Аrrапgеmепt
contains а Lease, SIC-l5 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Fоrm ofa Lease.

lз



Дiуl Вапk OJSC
Notes lo the Fiпапсiаl Statementsfor the year епdеd Зl DесеmЬеr 20l9

Тhе stапdаrd is effective for annual periods beginning оп оr after l January 20l9. IFRS l б introduces а single,
on-balance lease sheet accounting model fоr lessees. А lessee recognises а right-of-use asset representing its
right to uso the underlying asset and а lease liability representing its obligation to make lease payments. There
аrе optional exemptions fоr shоrt-tеrm leases and leases of low value items. Lessor accounting rеmаiпs
similar to the сurrепt standard - i.e. lessors continue to classify leases as fiпапсе or operating leases.

In addition, the nature ofexpenses related to those leases changed as IFRS lб replaced the straighbline
operating lease expense with а depreciation сhаrgе fоr right-of-use assets and interest expense оп lease
liabilities.

DеJiпitiоп oJ а lease

Previously, the Bank determined at contract inception whether ап аrrапgеmепt was оr contained а lease under
IFRIC 4 Determining Whеthеr ап Аrrапgеmепt Contains а Lease, The Barrk now assesses whether а contract
is оr contains а lease based оп the пеw definition ofa lease. uпdеr IFRs l6, а contract is, ог contains, а lease
ifthe сопtrасt conveys а right to control the use оfап identified asset fоr а реriоd oftime in exchange fоr
consideration.

Оп transition to IFRS l6, the Bank elected to apply the practical expedient to grandfather the assessment of
which trarrsactions аrе leases. The Вапk applied IFRS lб only to contracts that wеrе previously identified as
leases. Contracts that wеrе not identified as leases чпdеr IAS l7 and IFRIC 4 wеrе not reassessed. Тhеrеfоге,
the definition of а lease чпdеr IFRS lб was applied only to contracts entered into оr changed оп or after
l January 20l9.

At соmmепсеmепt оr оп modification of а contract that contains а lease соmропепt, the Bank allocates the
consideration in the сопtrасt to each lease соmропепt and non-lease component on the basis ofits relative
stand-alone prices.

As а lessee

As а lessee, the Bank previously classified leases as operating оr fiпапсе leases based on its assessment of
whether the lease trапsfеrrеd significantly all of the гisks апd rеwаrds incidental to ownership of the
uпdегlуiпg asset to the Bank. Uпdеr IFRS l6, the Bank recognises right-of-use assets and lease liabilities for
most ofthese leases - i.e. these leases аге оп-Ьаlапсе sheet. The Bank presents righbof-use assets that do not
meet the definition of investment рrореrtу in 'рrореrtу, plant and equipment', the same line item as it presents
underlying assets of the same nature that it owns.

Рrореrtу, plant and equipment
Рrореrtу Total

Balance at l Jапuаrу 20 l 9

Balance at 3 l DесеmЬег 20l9
175.25l
l4 l ,989

175,25l
l4 l ,989

The Bank presents lease liabilities in "Other liabilities" in the statement of financial position.

(ii| Тrапsitiоп

Previously, the Bank classified leases оfрrореrtу as operating leases чпdеr IAS l7. The leases typically ruп
for different periods of time. None of the lease сопtгасts contain а clause of significant penalty payment fоr
the lease agreement early termination.

At transition, for leases classified as operating leases чпdеr IAS l7, lease liabilities were measured at the
present value of the rеmаiпiпg lease payments, discounted at the incremental borrowing rate as at l Jапuаry
20l9. Right-of-use assets аrе measured at ап anount equal to the lease liability, adjusted Ьу the amount of
апу prepaid оr ассrчеd lease payments.

The Bank used the following practical expedients when applying IFRS 16 to leases previously classified as
operating leases under IAS l7:

applied the exemption not to rесоgпisе right-of-use assets and liabilities for leases with less than
l2 month oflease tеrm and where relocation costs аrе non-significant,

Itпpacts оп trапsitiоп

Оп transition to IFRS l6, the Bank recognised additional righbof-use assets and additional lease liabilities,
recognising the difference in retained earnings. The impact оп transition is summarised below.

l Jапuаrу 20l9
Right-of-use assets

Dеfеrгеd tax asset

Lease liabilities
Retained eamings

l75,25l
33l

l78,559
3,305
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Aiyl Вапk OJSC
Notes to the Fiпапсiаl Statemeпts/or the year епdеd 3l DесеmЬеr 20]9

whеп measuring lease liabilities fоr leases that were classified as operating leases, the Bank discounted lease
payments using its iпсrеmепtаl Ьоrгоwiпg rаtе at l Jапчаrу 20l9. The Bank applied USD and KGS Ьоrrоwiпg
rates fоr lease contracts where lease payments аrе denominated in USD апd KGS. respectively. The USD and
KGS Ьоrrоwiпg rates applied аrе З,2Уо and 8.5%, respectively.

Impactsfor the peilod

As а result of initially applying IFRS l6, in геlаtiоп to the leases wеrе previously classified as ореrаtiпg
leases, the Bank recognised KGS l41,989 thousand of right-of-use assets and KGS l47,736 thousand of
lease liabilities as at 3 l DесеmЬеr 20l9.

In addition, in relation to those leases under IFRS l 6, the Bank has recognised depreciation and interest costs,
instead ofoperating lease ехрепsе. During the уеаr ended 3t DесеmЬеr 2019, the Bank recognised
KGS 46,806 thousand of depreciation charges апd KGS 7,974 thousand of interest costs frоm these leases.

Significant ассоuпtiпg policies
Except fоr the charrges disclosed in Note 2(e)(ii), the Bank has consistently applied the following accounting
policies to all periods ргеsепtеd in these financial statements.

Interest

Effective interest rаtе

Interest income and expense аrе recognised in profit оr loss using the effective interest method. The 'effective
interest rate' is the rate that exactly discounts estimated future cash payments оr гeceipts through the expected
life of the financial instrument to:

. the gross carrying amount of the financial asset; оr

. the amortised cost of the financial liability.

When calculating the effective interest rаtе for fiпапсiаl instruments other than purchased оr originated credit-
impaired assets, the Bank estimates fчtчге cash flows considering all contractual terms ог the fiпапсiаl
instrument, but not expected credit losses. Fоr purchased оr originated credit-impaiгed financial assets, а
credit-adjusted effective intereSt rate is calculated using estimated future cash flows including expected credit
losses.

The calculation ofthe effective interest rаtе includes transaction costs and fees and points paid оr rесеiчеd
that аrе ап integral part of the effective interest rаtе. Transaction costs include incrementil costs that аrе
directly attributable to the acquisition оr issue ofa financial asset or financial liability.

Amortised cost and gross саrrуiпg аmочпt

The 'amortised cost' of а financial asset оr financial liability is the amount at which the financial asset оr
financial liability is mеаsurеd оп initial recognition minus the principal repayments, plus оr minus the
cumulative amortisation using the effective interest method of any difference between that initial amount and
the maturity amount and, fоr financial assets, adjusted fоr апу expected credit loss allowance.

The 'gross саrryiпg amount of а financial asset' measured at amortised cost is the amortised cost of а fiпапсiаl
asset before adjusting fоr апу expected credit loss allowance.

Calcшlation of interest iпсоmе and expense

The effective interest rаtе of а finarrcial asset оr financial liability is calculated оп initial recognition of а
financial asset оr а financial liability. In calculating interest income and expense, the effective interest rаtе is
applied to the gross саrryiпg amount of the asset (when the asset is not credit-impaired) оr to the amortised
cost of the liability. The effective interest rate is revised as а result of periodic re-estimation of cash flows of
floating rаtе instruments to rеflесt movements in market rates of interest. The effective interest rate is also
revised fоr fair value hedge adjustments at the date amortisation of the hedge adjustment begins.

ноwеvеr, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated Ьу applying the effective interest rate to the amortised cost of the financial asset. If the
asset is по longer credit-impaired, then the calculation of interest income reverts to the gross basis.

Fоr financial assets that wеrе credit-impaired on initial recognition, interest income is calculated Ьу applying
the credibadjusted effective interest rate to the amortised cost ofthe asset. The calculation ofinterbst income
does поt rечегt to а gross basis, even ifthe credit risk ofthe asset improves.

Fоr information оп when fiпалсiаl assets аrе credit-impaired, see Note 3(e)(iv).

l5
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Дiуl Вапk OJSC
Notes to the Fiпапсiаl Stаtеmепlsfоr lhe year епdеd 3I DесепЬеr 20]9

рrеsепtаliоп

Interest income calculated using the effective interest method presented in the statement of рrоfit оr loss and
оthеr соmрrеhепsiче income includes interest оп financial assets mеаsurеd at amortised cost.

Interest expense ргеsепtеd in the statement ofprofit оr loss апd оthеr comprehensive income includes interest
оп financial liabilities measured at amoгtised cost.

Fees, commission апd оthеr income and expenses

Fее and commission income and expense that аrе integral to the effective interest rate оп а financial asset оr
financial liability аrе included in the effective interest rate (see Note 3(а)).

Other fee and commission income - including cash transaction fees, settlement fees and оthеr fees - is
recognised as the rеlаtеd sеrчiсеs аrе рсrfоrmеd.

Other fee and commission expenses relate main|y to transaction and service fees, which аrе expensed as the
services аrе received.

Оthеr income and expense items аrе recognized in рrоfit оr loss when the соrrеsропdiпg service is provided.

Fоrеigп счrrепсу

Transactions in foreign сurrепсiеs аrе trarslated to the functional счrrепсу ofthe Bank at exchange rates at
the dates of the transactions. Мопеtаrу assets and liabilities denominated iп foreign счrrепсiеs at the reporting
date аrе retranslated to the functional сurrепсу at the exchange rate at that date. The foreign сurrепсу gain оr
loss оп monetary items is the difference between amoгtised cost in the functional счrrепсу at the beginning
of the period, adjusted fоr effective interest md payments during the period, and the amortised cost in foreign
сurrепсу translated at the exchange rate at the end ofthe reporting реriоd. Non-monetary assets and liabilities
denominated in foreign сurrепсiеs that аrе measured at fair value аrе retranslated to the functional currency
at the ехсhапgе rаtе at the date that the fair value is determined. Non-monetary items that аrе measured in
tеrms of historical cost in а foreign счffепсу are translated using the exchange rate at the date of the
transaction.

Fоrеigп счrтепсу differences arising on retranslation аrе recognised in profit оr loss.

Cash and cash equivalents

Cash arrd cash equivalents include notes and coins оп hand, unrestricted balances (nostro accounts) held with
the NBKR and other banks, arrd highly liquid financial assets with original maturities of less than three
months, which аrе subject to insignificant risk of changes in their fаir value, and аrе used Ьу the Bank in the
management of short-term commitments. Cash and cash equivalents аrе carried at amortised cost in the
statement of financial position.

Fiпапсiаl assets and financial liabilities

ClassiJicatioп

On initial recognition, а finarcial asset is classified as measured at: amortised cost, FVОСI оr FVTPL.

А financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVТРL:

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

r the contracfual tеrms of the financial asset give rise оп specified dates to cash flows that аrе solely
payments of principal and interest оп the principal amount outstanding.

Business model assessment

The Bank makes ап assessment of the objective of а business model in which ап asset is held at а portfolio
level because this best reflects the way the business is managed arrd information is provided to management.
The information considered includes:

r the stated policies and objectives fоr the portfolio and the ореrаtiоп of those policies in practice. In
particulaг, whether management's strategy focuses оп еаrпiпg contractual interest rечепuе! maintaining
а particular interest rаtе profile, matching the duration of the financial assets to the duration of the
liabilities that аrе funding those assets оr realising cash flows through the sale ofthe assets;

r how the реrfоrmапсе of the portfolio is evaluated and rероrtеd 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 аrе managed;

(с)

(d)

(е)

(i)
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Notes to the Fiпапсiаl Statemeпtsfor the year епdеd 3 ] December 20]9

. how mапаgеrs of the business аrе compensated - e.g. whether compensation is based оп the fair value
ofthe asscts managed оr thc сопtгасtuаl cash flows collected; and

. the frequency, чоlumе arrd timing of sales in рriоr periods, the reasons fоr such sales and its expectations
about future sales activity. Ноwечеr, information about sales activity is not considered in isolation, but
as раrt ofan overall assessment ofhow the Bank's stated objective fог marraging the finarrcial assets is
achieved and how cash flows аrе rcalised.

Assessment whether contractual cash flows аrе solely payments of principal апd interest

Fоr the purposes ofthis assessment, 'principal'is defined as the fair value ofthe financial asset on initial
recognition. 'Interest' is defined as consideration fоr the time чаluе оfmопеу апd for the credit risk associated
with the principal amount outstanding during а particular period of time and fоr other basic lending risks and
costs (e.g. liquidity risk and administrativc costs), as well as рrоfit margin.

In assessing whеthеr the contractual cash flows аrе solely payments of principal and interest, the Bank
considers the contractual terms ofthe instrument. This includes assessing whether the financial asset contains
а сопtrасtuаl term that could change the timing or amount of contractual cash flows such that it would not
meet this condition. In making the assessment, the Bank considers:

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

о lечеrаgе features;

. рrерауmепt and extension tегms;

. terms that limit the Bank's claim to cash flows frоm specified assets (e.g. поп-rесоursе asset
аrrапgеmепts); and

О fеаtuгеs that modify consideration of the time value of mопеу - e.g. periodical reset of interest rates.

Reclassification

Financial assets аrе not reclassified subsequent to their initial recognition. except in the period after the Bank
changes its business model for managing finmrcial assets.

Fiпапсiаl liobilities

The Bank classified its financial liabilities, оthеr than financial gчаrапtееs mrd loan commitments, as
measured at аmогtisеd cost.

Derecognition

Fiпапсiаl assets

The Bank derecognises а financial asset when the contractual rights to the cash flows from the financial asset
expire, оr it transfers the rights to receive the contractual cash flows in а transaction in which substantially all
of the risks and rеwаrds of ownership of the financial asset аrе trапsfеrrеd оr in which the Bank пеithеr
transfers поr retains substantially all of the risks and rewards of ownership and it does not retain control of
the financial asset.

Оп derecognition of а fiпапсiаl asset, the difference Ьеtwееп the саrrуiпg аmоuпt of the asset (оr the саrryiпg
amount allocated to the portion of the asset derecognised) апd the sчm of (i) the consideration received
(including апу пеw asset obtained less апу пеw liabiliý assumed) and (ii) апу cumulative gain оr loss that
had Ьееп recognised in оthеr comprehensive iпсоmе is recognised in profit оr loss.

The Bank епtеrs into transactions whеrеЬу it transfers assets recognised оп its statement of finmcial position,
but retains either all ог substantially all ofthe risks and rewards ofthe transferred assets оr а роrtiоп ofthem.
In such cases, the trапsfеrrеd asSetS аrе not derecognised. Examples ofsuch transactions аrе securities lending
and sale-and-repurchase transactions.

In transactions in which the Bank neither retains поr transfers substantially all ofthe risks апd rewards of
ownership ofa financial asset and it rеtаiпs control очеr the asset, the Bank continues to recognise the asset
to the extent of its continuing involvement, determined Ьу the extent to which it is exposed to charrges iп the
value ofthe trапsfеrrеd asset.

Fiпапсiаl liabilities

The Bank derecognises а financial liability when its contractual obligations аrе discharged оr cancelled, оr
expire.

l7
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Мосlфсаtiоп оftiпапсiаl asýets апd rtпапсiаl liabililies

Fiпапсiаl assets

If the terms of а fiпапсiаl asset аrе modified. the Bank evaluates whether the cash flows of the modified asset
аrе substantially different. If the cash flows аrе substantially different (rеfеrrеd to as 'substantial
modification'), then the contractual rights to cash flows frоm the original finarrcial asset аrе deemed to have
expired. In this case, the original financial asset is derecognised and а пеw finmrcial asset is recognised at fair
value plus arry eligible transaction costs. Any fees rесеiчеd as part ofthe modification аrе accounted for as
follows:

r fees that аrе considered in determining the fаir value of the new asset and fees that rерrеSепt
reimbursement of еligiЫе transaction costs аrе included in the initial mеаSчrеmепt of the asset; a,nd

. other fees аrе included in рrоfit оr loss as рап ofthe gain оr loss оп derecognition.

changes in cash flows оп existing fiпапсiаl assets оr financial liabilities аrе not considered as modification.
ifthey result frоm existing contractual terms, e.g. changes in inteгest rates initiated Ьу the Bank due to changes
in the NBKR key rate, if the loan agreement entitles the Bank to do so.

The Bank performs а quantitative and qualitative evaluation of whether the modification is substantial. i.e,
whether the cash flows of the original financial asset and the modified оr replaced financial asset аге
substantially different. The Bank assesses whether the modification is substantial based on quantitative and
qualitative factors in the following оrdеr: qualitative factors, quantitative factors, combined effect of
qualitative and quantitative factors. Ifthe cash flows аrе substantially different, then the contractual rights_to
cash flows frоm the original financial asset deemed to have expirbd. In making this evaluation tbe Bink
analogizes to the guidance оп the derecognition offinancial liabilities.

The Bank concludes that the modification is substantial as а result of the following qualitative factors:

о сhапgе the счrrепсу ofthe financial asset;

о сhапgе in collateral or other credit епhапсеmепt;

If cash flows аrе modified when the Ьоrrоwеr is iп financial difficulties, then the objective of the modification
is usually to maximise rесоvеry of the original contractual terms rаthеr than to originate а пеw asset with
substantially different terms. If the Вапk plans to modify а financial asset in а way that would result in
forgiveness of cash flows, thеп it first considers whеthеr а portion of the asset should Ье written off before
the modification takes place (see below for write-off policy). This аррrоасh impacts the result of the
quantitative evaluation and means that the derecognition criteria аrе not usually met in such cases. The Bank
further performs qualitative evaluation огwhеthеr the modification is substantial.

If the modification of а financial asset measured at amoгtised cost does not rеsult in derecognition of the
financial asset, then the Bank first recalculates the grоss саrrуiпg amount of the financial asset using the
original effective interest rаtе ofthe asset and recognises the resulting adjustment as а modification gain оr
loss iп profit оr loss. Fоr floating-rate financial assets, the original effective interest rate used to саlсuйе the
modification gain оr loss is adjusted to rеflесt счrrепt market terms at the time of the modification. Дпу costs
or fees iпсurrеd and fees rесеiчеd as раrt of the modification adjust the gross саrrуiпg amount of the m;dified
financial asset and аrе amortised очеr the rеmаiпiпg tеrm of the modified financial asset.

If such а modification is саrriеd оut because of financial difficulties of the Ьоrrоwеr (see Note 3(e)(iv)). then
the gain ог loss is presented together with impaiгment losses. In оthеr cases, it is presented as interest income
calculated using the effective interest method (see Note 3(а)).

Fоr fixed-rate loans, where the Ьоrrоwеr has an option to prepay the lоал at раr without significant penalty,
the Bank treats the modification ofan interest rаtе to а сurrепt mагkеt rate using the guidапсЪ on floating-rate
financial instruments. This means that the effective interest rate is adjusted prospectively.

Financial liabilities

The Bank derecognises а financial liability when its terms аrе modified and the cash flows of the modified
liability аrе substantially different. In this case, а пеw financial liabiliý based on the modified terms is
recognised at fair value. The difference between the carrying amount of the fiпапсiаl liabiliф extinguished
and the пеw financiaI Iiability with modified terms is recognised in prof'it or loss. consideration paid includes
non-financial assets transferred, if any, arrd the assumption of liabilities, including the new modified financial
liability.

Bank реrfогms а quantitative and qualitative evaluation of whether the modification is substantial considering
qualitative factors, quantitative factors and combined effect ofqualitative and quantitative factors. The Bank
concludes that the modification is substantial as а resu|t of the following qualitative factors:
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о change the счrrепсу ofthe financial liability;

о change in collateral or other credit enhancement;

о inclusion ofconversion option;

. сhапgе in the subordination of the financial liability.

Fоr the quantitative assessment the terтns are substantially diflerent ifthe discounted рrеsепt value ofthe cash
flows uпdеr the пеW terms, including аrrу fees paid пеt ofany fees rесеiчеd апd discБunted using the original
effective interest rate, is at least l 0 реr cent different frоm the discounted present value of the rеЙаiпiпgЪаsh
flows of the original financial liability.

If the modification of а financial liability is not accounted fоr as derecognition, then the amortised cost of the
liability is recalculated Ьу discounting the modified cash flows at the Йigiпаl effective interest rate and the
resulting gain оr loss is recognised in рrоfit оr loss. Fоr floating-rate fiпапйd liabilities, the original effective
interest rаtе used to calculate the modification gain оr loss is adjusted to rеflесt счrrепt markJt terms at the
time of the modification . Апу costs and fees iпсцrrеd аге recognised as ап adjustment to the саrrуiпg amount
of the liability and amortised оvеr the rсmаiпiпg tеrm of the .Ъdifi"d fiпапсiаl liability Ьу rе-сЙрutiпg the
effective interest rate оп the instrument.

(iч) Imраirmепt

See also Note 4.

The Bank recognises loss allowances for expected credit losses (EcL) оп the following financial instruments
that аrе not mеаsчгеd at FVТРL:

r financial assets that аrе debt instruments;

с finance leases;

о financial guarantee contracts issued; and

r loan commitments issued.

No impairment loss is recognised on equity investments.

The Bank measures loss allowances at ап amount equal to lifetime ECL, except fог the following. fог which
they аrе measured as l2-month ECL:

о debt investment securities that аrе determined to have low сгеdit risk at the rероrtiпg date; and

о оthеr financial instruments on which credit risk has not increased significantly since their initial
recognition (see Note 4).

The Bank considers а debt investment security to have low credit risk when its credit risk rating is equivalent
to the globally understood definition of 'investment grade'. The Barrk does not apply the йw credit risk
exemption to апу оthеr financial instruments.

l2-month EcL аrе the portion of EcL that result frоm default events оп а fiпапсiаl instrument that аrе
possible within the l2 months аftеr the reporting date, Financial instruments fоr which а l2-month EcL is
recognised аrе rеfеrrеd to as 'stage l' financial instruments. Lifetime EcLs аrе the EcLs that result frоm all
possible default events оvеr the expected life of the financial instrument. Financial instruments for which а
lifetime EcL is recognised аrе rеfеrrеd to as 'stage 2' financial instruments.

Меаsurеmепt of ECL
EcL аrе а probability-weighted estimate of credit losses. They аrе mеаsчгеd as follows:

r fiпапсiаl assets that аrе not cгedibimpaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in ассоrdапсе with the contract
and the cash flows that the Bank expects to receive);

о financial assets that аrе credit-impaired at the rероrtiпg date: as the diffеrепсе between the gross
сагryiпg amount and the present чаluе of estimated fчfurе cash flows;

о uпdrаwп loarr commitments: as the present value of the difference between the contractual cash flows
that аrе due to the Bank if the commitment is drаwп down and the cash flows that the Bank expects to
receive; and

о financial guarantee contracts: the present value ofexpected payments to rеimЬчrsе the holder less апу
amounts that the Bank expects to rесочеr.

See also Note 4.
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Restruct ured liп ап с ial as sets

If the terms of а financial asset аrе renegotiated оr modified оr arr existing financial asset is replaced with а
пеw опе due to financial difficulties of the Ьоrrоwеr, then un urr"....nt is made of whether the financial
asset should Ье derecognised (see Note 3(e)(iii)) and ECL аrе measured as follows.
о Ifthe cxpected rеStruсtuгiпg wilI not result in derecognition ofthe existing asset, then the expected cash

flows arising from the modified financial asset аге included in calculatiф thе cash shortfails frоm the
existing asset (see Note 4).

о If the expected restructuring will result in derecognition of the existing asset, thеп the expected fair
value ofthe пеw asset is treated as the final cash flow frоm the existing financial asset at the time ofits
derecognition. This аmоuпt is included in calculating the cash shortfallifrom the existing financial asset
that are discounted frоm the expected date of dеrёсоgпitiоп to the reporting date using the огiliпаl
effective interest rаtе ofthe existing financial asset,

С redil-imp aire d Jiп ап ci al as s ets

At each rероrtiпg date, the Bank assesses whether financial assets саrriеd at amortised cost and fiпапсе lea;es
аrе credit-impaired rеfеrrеd to as 'stage 3 fiпапсiаl assets', А financial asset is 'credit-impaired' when опе оr
mоrе events that have а detrimental impact оп the estimated future cash flows of the hnancia| asset have
occurred.

Evidence that а financiaI asset is credit-impaired includes the following оьsеrчаьlе data:

о significant financial difficulф ofthe Ьоrrоwеr оr issuer;

о а Ьrеасh ofcontract such as а default оr past due event;

о the rеstгuсturiпg of а loan оr advance Ьу the Bank on terms that the Bank would not consider otherwise;
о it is becoming рrоЬаЬlе that the Ьоrrоwеr will епtеr bankruptcy оr other financial rеоrgапisаtiоп; оr
о the disарреаrапсе ofan active market for а security because offinancial difficulties.
А loan that has Ьееп renegotiated due to а deterioration in the Ьоrrоwеr's condition is usually considered to
ье credit-impaired unless there is evidence that the risk ofnot receiving contractual cash flows has reduced
significantly and there аrе no other indicators of impairment. In addiйn, а rеtаil loan that is очеrduе fьr
90 days оr mоrе is considered credit-impaired.

Рrеsепtаtiоп of аllоwапсе for ECL iп the stаtеmепt of liпапсiаl position

Loss allowances for EcL аrе рrеsепtеd in the statement of financial position as follows:
r financial assets mеаsurеd at amortised cost: as а deduction from the gross carrying amount of the assets;

. loan commitments and financial guarantee contracts: generally, as а provision;

о whеrе а financial instrument includes both а drawn and ап undrawn component, arrd the Bank саппоt
identify the ECL оп the loan commitment component separately from those оп the drawn component:
the Bank presents а combined loss allowarrce for both components. The combined amount is prbsented
as а deduction frоm the gross carrying amount of the drawn component. Апу excess oi the loss
allowance оvеr the gross amount of the drаwп component is presentej as а provision.

Write-offs

Loans and debt securities аге written off(either partially or in full) when there is по rеаsопаЬlе expectatlon
ofrecovering а financial asset in its entirety or а portion thereof, This is generally the case when ihe Bank
deteгmines that the Ьогrоwеr does not have assets оr sочrсеs of income tйаt couLd generate suffioient cash
flows to rерау the amounts subject to the write-off. This assessment is саrriеd out at thъ individual asset level.

Recoveries of amounts previously written off аrе included in 'impairment losses on financial instruments' in
the statement of ргоfit оr loss апd other comprehensive income.

Financial assets that аrе written off could still Ье subject to епfоrсеmепt activities in оrdеr to comply with the
Bank's рrосеdчrеs fоr rесочеry ofamounts due.

Loans to customers

'Loans to customers' caption in the statement of financial position include loans to customers measured at
amortised cost and fiпапсе leases (see Note 3(e)(i)). Loans to счStоmеrs аrе initially measured at fаir value
plus iпсrеmепtаl direct transaction costs, and subsequently at their amortised cost using the effective interest
method.

(0
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(е) Investmentsecurities

The 'investment securities' caption in the statement of financia| position includes debt investment securities
measured at amortised cost (see Note з(е)(i)). Investment securities these аrе initially mеаsчrеd at fair value
plus iпсrеmепtаl direct transaction costs, and subsequently at their amortised cost using the effective interest
method.

(h) Deposits, Ьоrrоwiпgs and subordinated Iiabilities

Deposits. borrowings and subordinated liabilities аrе initially measured at fair value minus incremental direct
transaction costs, and subsequently measured at their amortised cost using the effective interest method.

(i) Financial guarantees and lоап commitments

Financial guarantees аrе contracts that require the Bank to make specified payments to rеimьчrsе the holder
fоr а loss that it iпсurs because а specified debtor fails to make payment when it is due in ассогdапсе with
the tеrms of а debt instrument. Loan commitments are firm commitments to provide credit uпdеr pre-specified
terms апd conditions. Liabilities arising from financial gчаrапtееs and loan commitments аrе included within
provisions.

С) Рrореrtу and equipment

(i) Оwпеd assets

Items of рrореrtу mrd equipment аrе stated at cost less accumulated depreciation and imраirmепt losses.
Whеrе ап item of рrореrtу and equipment comprises mаjоr components baving different чЪеful lives, they
аrе accounted fоr as separate items of рrореrtу and equipment.

(i0 Depreciatioп

Depreciation is charged to profit оr loss оп а straighbline basis очеr the estimated useful lives of the individual
assets. Depreciation commences оп the date of acquisition оr, in respect of internally constructed assets, frоm
the time ап asset is completed and ready fоr чsе, Land is not dерrёсiаtеd. The estimated useful lives аrе as
follows:

50 уеаrs;
l0-25years;

l years;

3 - 15 years;

3 - l0 уеаrs;
5 - 15 уеаrs.

(k) Intangible assets

Acquired intangible assets аrе stated at cost less accumulated amortisation and impairment losses.

Acquired соmрutеr software licenses аrе capitalised оп the basis ofthe costs iпсurrеd to acquire and Ьriпg to
use the specific software.

Amortisation is charged to profit оr loss on а straight-line basis over the estimated useful lives of intangib1e
assets, The estimated useful lives rапgе from 5 to l0 уеаrs,

(I) Fоrесlоsеdрrореrtу

Fоrесlоsеd рrореrtу is classified as held for sale алd is measured at the fаir value less cost to sell.

(m) Gочеrпmепt grants

Gоvеrпmепt grants are assistance Ьу the Govemment, Gочеrпmепt agencies and state-owned entities in the
fоrm of tгапsfеrs of resources to the Вапk in rеtчrп for past оr futuie compliance with certain conditions
relating to the орегаtiпg activities ofthe Вапk. Gочеrпmепt grапts аrе поt recognised until there is reasonable
assurance that the Barrk will comply with the conditions attaching to them and the grants will Ье received.

The benefit of а govemment lоап at а below-market rate of interest is treated as а govemment grant. The
benefit of the below-market rate of iпtеrеst is measured as the difference between the initial саrrуiф чаluе of
the loan determined as discussed in the Note 3(e)(iii) and the proceeds received.

Government grants аrе recogrrised in profit оr loss as "Amortisation of govemment grапt" income line item
оп а systematic basis оvеr the periods in which the Bank recognises as expenses the геlаtеd costs fоr which
the grants аrе intended to compensate.

Buildings
оthеr constructions
Leasehold improvements
Office equipment

Computers

моtоr vehicles
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Amortisation of gоvеrпmепt grart in the fоrm of prepaid interest Ьу the Ministry of Finarrce of the Kyrgyz
Republic (Note 22) is recognized in "Amortization of gочеrпmепt grапt" income line оп а straighbline basis
очеr the term of the related loans to customers.

Shаrе capitaI

Ordiпory shares

Ordinary shares are classified as equity. Iпсrеmепtаl costs directly attributable to the issue ofordinary shares
and shаrе options аrе recognised as а deduction frоm equity, net оfапу tax effccts.

Divideпds

The ability of the Bank to declare and рау dividends is subject to the rules and regulations of Kyrgyz
legislation.

Dividends in relation to оrdiпаrу shares аrе reflected as ап аррrорriаtiоп of retained earnings in the period
when they аrе declared.

Taxation

Income tax comprises current and dеfеrrеd tax. Income tax is recognised iп рrоfit оr loss except to the extent
that it relates to items of оthеr comprehensive income оr transactions with shareholders гесоgпisеd directly
in equity, in which case it is recognised within оthеr comprehensive income оr directly within equity.

сurrепt tax

Current tax expense is the expected tax payable оп the taxable income fоr the уеаr, using ta\ rates enacted оr
substantially enacted at the rероrtiпg date, and апу adjustment to tax payable in respect ofprevious years.

Deferrcd tax

Deferred tax is recognised in respect of tеmроrаry differences between the carrying amounts of assets and
liabilities for financial rероrtiпg рurроsеs and the amounts used fоr taxation рчrроsеs. Dеfеrrеd tax is not
recognised for the following tеmроrаry differences: the initial recognition of assets оr liabilities that affect
neither accounting поr taxable рrоfit.

Dеfеrrеd tax assets аrе recognised for unused tax losses, unused ta,x credits and deductible temporary
differences to the extent that it is рrоЬаЬlе that future taxable profits will Ье available against which they сап
Ье used. Future taxable profits аrе determined based оп the rечеrsаl ofrelevant ta,xable tеmроrаrу diffeгences.
Defeпed tax assets аrе reviewed at each rероrtiпg date arrd are reduced to the extent that it is по lопgеr
рrоЬаЬlе that the related tax benefit will Ье realised; sчсh reductions аrе rечеrsеd when the probability of
future ta.xable рrоfits improves.

Unrecognised deferred tax assets аrе reassessed at each reporting date and recognised to the extent that it has
Ьесоmе probable that fufure ta,xable profits will Ье available against which they сап Ье used.

Dеfеrrеd tax is measured at the tax rates that аrе expected to Ье applied to the tеmроrаrу differences when
they rеvеrsе, based оп the laws that have been enacted оr substantively enacted Ьу the rероrtiпg date.

The mеаsurеmепt of deferred tax reflects the tax consequences that would follow the mаппеr in which the
Barrk expects, at the end of the reprting period, to rесочеr оr settle the carrying amount of its assets and
liabilities.

In determining the amount of сurrепt and dеfегrеd tax the Bank takes into ассоuпt the impact of uncertain tax
positions and whеthег additional taxes, penalties and late-payment interest mау Ье due. The Bank believes
that its accrua|s fоr tax liabilities аrе adequate for all open tax yeafs based оп its assessment of mary factors,
including interpretations oftax law and рriоr experience. This assessment relies оп estimates апd assumptions
and mау involve а series ofjudgments about future events. New information mау become available that
causes the Bank to change itsjudgment геgаrdiпg the adequacy ofexisting tax tiabilities; such changes to tax
liabilities will impact the tax expense in the period that such а determination is made.

Leases

The Bank has applied IFRS lб using the modified retrospective аррrоасh and thеrеfоrе the соmрагаtiче
information has not Ьееп restated and continues to Ье rероrtеd uпdеr IAS l7 and IFRIC 4. The details of
accounting policies uпdеr IAS l7 and IFRIC 4 аrе disclosed separately.

(о)

(р)
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Poliq applicablefrom 1 Jапuаry 2019

At inception of а contract, the Bank assesses whether а contract is, оr contains, а lease. А contract is, оr
contains, а lease ifthe contract conveys the right to control the use ofan identified asset fоr а реriоd oftime
in exchange for consideration. То assess whether а contract conveys the right to control the use ofan identified
asset, the Barrk uses the definition of а lease in IFRS l6.

This policy is applied to contracts entered into, оп оr after l Jапчаrу 20l9.

As а lessee

At commencement оr оп modification of а contract that contains а lease component, the Bank allocates the

consideration in the сопtrасt to each lease component оп the basis of its relative stand-alone prices.

The Bank recognises а right-of-use asset and а lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted fоr
апу lease payments made at оr before the соmmепсеmепt date, plus апу initial direct costs incurred апd art

estimate of costs to dismantle and rеmоче the uпdеrlуiпg asset оr to restore the underlying asset оr the site оп
which it is located, less апу lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method frоm the commencement
date to the епd of the lease term, unless the lease transfers ownership of the underlying asset to the Bank Ьу
the end ofthe lease tеrm оr the cost ofthe righbof-use asset reflects that the Bank will exercise а purchase
option. In that case the righЬоЁusе asset will Ье depreciated очеr the useful life ofthe underlying asset, which
is determined оп the same basis as those of рrореrtу and equipment. In addition, the riфЬоf-usе asset is
periodically reduced Ьу imраiгmепt losses, if any, and adjusted fоr certain rеmеiБurеmепts of the lease
liability.

The lease liability is initially measured at the present ча|че of the lease payments that аrе not paid at the
commencement date, discounted using the interest rаtе implicit in the lease or, if that rate саппоt Ье readily
determined, the Bank's incremental borrowing rate. Generally, the Bank uses its incremental Ьоrrоwiпg rаtе
as the discount rаtе.

The Bank determines its incremental Ьоrrоwiпg rate Ьу obtaining interest rates fгоm чаriоus external
financing sources and makes сеrtаiп adjustments to rеflесt the tеrms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

- fixed payments, including in-substance fixed payments;

- чаriаЬlе lease payments that depend on an index оr а rаtе, initially measured using the index оr rate as at

the соmmепсеmепt date;

- amounts expected to Ье payable uпdеr а residual value guarantee; and

- the exercise рriсе uпdеr а рчrсhаsе option that the Bank is rеаsопаЬlу сеrtаiп to ехеrсisе, lease payments
in ап optional renewal period if the Bank is rеаsопаЬlу certain to exercise ап extension option. and
penalties for еаrlу termination of а lease unless the Bank is rеаsопаЬlу certain not to terminate еаrlу,

The lease liabiliý is measured at amortised cost using the effective interest method. It is remeasured when
thеrе is а change in future lease payments arising frоm а charrge in an index оr rаtе, ifthere is а change in the
Bank's estimate ofthe amount expected to Ье payable чпdеr а residual value guаrапtее, ifthe Bank changes
its assessment of whether it will exercise а purchase, extension оr termination option or if thеrе is а revised
in-substance fixed lease payment.

When the lease liability is remeasured in this way, а соrrеsропdiпg adjustment is made to the саrrуiпg amount
of the right-of-use asset, оr is rесоrdеd iп profit оr loss if the carrying amount of the righbof-use asset has
ьееп reduced to zеrо.

The Bank presents right-of-use assets that do not meet the definition of investment property iп 'рrореrtу,
plant and equipment' and lease liabilities iп 'other liabilities' in the statement of financial position.

The Bank has elected not to recognise right-of-use assets and lease liabilities for leases oflow-value assets
and short-term leases, The Bank recognises the lease payments aýsociated with these leases as ап expense оп
а straight-line basis очеr the lease term.

As а lessor

At inception оr оп modification of а contract that contains а lease component, the Bank allocates the
consideration iп the сопtrасt to each lease component on the basis oftheir relative stand-alone prices.

(il)
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whеп the Вапk acts as а lessor, it determines at lease inception whether each lease is а fiпапсе lease оr ап
operating lease.

То classifu each lease, the Bank makes ап overall assessment of whether the lease trапsfеrs substantially all
ofthe risks апd геwаrds incidental to ownership ofthe underlying asset. Ifthis is the case, then the lease is а
fiпапсе lease; if not, then it is ап operating lease. As part of tйis assessment, the Bank considers certain
indicators such as whether the lease is for the major раrt of the economic life of the asset.

The Вапk applies the derecognition and impairment requirements in IFRs 9 to the net investment in the letrse
(see Note 13). The Bank further regularly reviews estimated uпguагалtееd residual чаluеs used in calculating
the gross investment in the lease.

The Bank recognises lease payments received чпdеr operating leases as iпсоmе оп а straight-line basis очеr
the lease tеrm as раrt of'other rечепuе'.

Gепеrаllу, the accounting policies applicable to the Bank as а lessor in the comparative period wеrе not
different frоm IFRS l6.

Policy applicable before I Jапuаry 20l9

Lease transactions wеrе classitled as either financing оr орегаtiпg leases at inception iп ассоrdапсе with
IAS l7 leases.

Finance leases wеrе leases that trапsfеr substantially all the risks аrrd rеwаrds incidental to ownership of ап
asset. Title mау оr mау not eventually Ье transferred. Whether а lease was а fiпапсе lease оr ап орЪгаtiпg
lease depended on the substance ofthe transaction rаthег than the fоrm ofthe contract.

The lease was classified as а fiпапсе lease if:

' The lease trапsfеrrеd ownership ofthe asset to the lessee Ьу the end ofthe lease term;

' The lessee had the option to purchase the asset at а рriсе which was expected to Ье sufficiently lоwеr
than the fair value at the date the option Ьесаmе exercisable such that, at the inception ofthe lеаsЁ, it was
reasonably сеrtаiп that the option will Ье exercised;

' The lease tеrm was for the major part of the economic life of the asset even if title was not trапsfеrrеd;

, At the inception of the lease the present value of the minimum lease payments amounted to at least
substarrtially all ofthe fаir value ofthe leased asset; оr

' The leased assets wеrе of а specialised паtчге such that only the lessee could use them without mаjоr
modifications being made.

The Bank as а lessor initially measured fiпапсе leases at an amount equal to net investment in the lease.
Subsequently the rесоgпitiоп оffiпапсе income was based on а pattern reflecting а constant periodic rate of
rеturп оп the Bank's net investment in the fiпапсе lease.

Standards issued Ьчt not yet effective

А пumьеr of new standards аrе effective for annual periods beginning after 1 Jапuаrу 2020 апd earlier
application if permitted. However, the Bank has not early adopted the following пеw оr amended stапdагds
in the рrераriпg these financial statements.

The following amended standards and interpretations аrе not expected to have а significant impact оп the
Bank's fi nancial statements.

Дmепdmепts to Refereпces to Сопсерtuаl Framework iп IFRS Staпdards;

Dеfiпitiоп of а Business (Дmепdmепts to IFRS 3),

Dфпitiоп of Material (Аmепdmепts to IДS l апd IДS 8);

IFRS 17 Iпsurапсе Coпtracts,

Financial risk rечiеw
This note presents iпfогmаtiоп about the Bank's exposure to financial risks. Fоr iпfоrmаtiоп оп the Bank's
finmcial risk mапаgеmепt frаmеwоrk, see Note 24,
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Credit risk - Amounts arising frоm ECL
Inputs, assumptions and techniqueý used fоr estimating imраirmепt

See accounting policy in Note 3(e)(iv).

SigпiJiсапt iпсrеаsе iп credil risk

when determining whether thе risk of default оп а financial iпstrчmепt has incrcased significantly since initial
recognition, the Вапk considers reasonable and supportable iпfоrmаtiоп that is relevant and available without
undue cost ог еffоrt. This includes both quantitative алd qualitative information апd analysis, based оп the
Bank's historical ехреriепсе and expert credit assessment апd including f'orward-looking information.

The objective ofthe assessment is to identifu whether а significant increase in credit risk has оссurrеd for ап
ехроsurе Ьу comparing:

о the rеmаiпiпg lifetime probability of default (PD) as at the reporting date; with

. the remaining lifetime PD fоr this point in time that was estimated at the time of initial recognition of
the exposure (adjusted where rеlечапt fоr changes in рrерауmепt expectations).

The Bank uses the following criteria for determining whether thеrе has Ьееп а significant iпсrеаsе in credit
risk:

с quantitative test based оп movement in probability of default (PD);

о qualitative indicators, such as рrоlопgаtiоп and restrucfures;

. fоr coпespondent and счrrепt accounts overdue Ьу 7 days. А delay of mоrе than 7 days indicates а
significant increase in credit risk;

о overdue - other than 30 days. There is а significant iпсrеаsе in credit risk when, despite the fact that, at
the rероrtiпg date, оvеrduе days were less than 30 days, thеrе was at least опе case оfочеr 60 days
очеrduе during the past б months;

о change of external corporate credit rating . А significant change in gгаdеs at а rating Ьу agencies
(Standard & Poor's (,S&P,), Moody's and Fitch) indicates а significant increase in credit risk. д
significant increase in credit risk is taken into account when the S&P rating is lowered ечегу time Ьу
l level, starting frоm Вв (оr its equivalent uпdеr the Moody's and Fitch scheme). In cases where а
counterparty does not have а соrроrаtе rating valued Ьу rating agency and the Bank does not hаче ап
equivalent internal rating system, the "С" гаtiпg is taken into ассочпt;

о default ("Stage З") fоr the last l2 months. Тhеrе is а significant increase iп credit risk when, despite the
fact that at the rероrtiпg date the balance is not classified as defautt, the debt over the past l2 months
was at least once in the Stage 3.

Dеtеrmiпiпg whether credit risk has iпсrеаsеd sigпфсапtlу

The Bank assesses whеthеr credit risk has increased significantly since initial recognition at each rероrtiпg
period. Determining whether an increase in credit risk is significant depends on the characteristics of the
financial instrument and the Ьоrrоwеr, and the geographical region. What is considered significant will differ
fоr different types oflending, in particular between corporate and retail.

The credit risk may also Ье deemed to have increased significantly since initial recognition based оп
qualitative factors linked to the Bank's credit risk management processes that may not otherwise Ье fully
reflected in its quantitative analysis оп а timely basis. This will Ье the case fоr ехроsчrеs that meet certain
hightened гisk criteri4 sчсh as placement on а watch list. Such qualitative factors аrе based оп its ехреrt
judgement and relevant historical ехреriепсе.

As а backstop, the Bank considers that а significarrt increase in credit risk occurs no later than when ап asset
is mОrе than 30 days past due оr was restructured during the last l2 months Ьеfоrе rероrtiпg date. Days past
due аrе determined Ьу counting the пчmьеr ofdays since the earliest elapsed due date in respect ofwhich full
payment has not Ьееп received. Due dates аrе determined without considering апу grасе period that might Ье
available to the Ьоrrоwеr.

Ifthere is evidence that thеrе is по lопgеr а significarrt increase in credit risk relative to initial recognition,
then the loss allowance оп ап instrument returns to being measured as l2-month ECL. Some qualitative
indicators ofan iпсrеаsе in credit risk, such as delinquency оffоrьеаrапсе, may Ье indicative оfал increased
risk ofdefault that persists after the indicator itselfhas ceased to exist. In these cases the Bank determines а
probation period during which the financial asset is required to demonstrated good behaviour to provide
evidence that its сгеdit risk has declined sufficiently. when сопtrасtuаl tегms of а loan hаче Ьееп modified,
evidence that the сritегiа for recognising lifetime ECL are по lопgеr met includes history of up-to-date
payment реrfогmапсе against the modified contractual tегms.
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Dеfiпitiоп of default

The Bank considers а financial asset to Ье in default when:

о the Ьоrrоwеr is unlikely to рау its credit obligations to the Bank in full, without rесоursе Ьу the Bank to
actions such as realising security (ifany is held);

о the Ьоrrоwеr is past due mоrе than 90 days оп any material credit obligation to the Bank. Очеrdrаfts аге
considered as being past due once the customer has Ьrеасhеd ап advised limit оr Ьееп advised of а limit
smaller than the счrrепt amount outstanding; оr

, it is becoming рrоьаьlе that the Ьопоwеr will restructure the asset as а result of bankuptcy due to the
Ьоrrоwеr's inability to рау its credit obligations.

In assessing whether а Ьоrrоwеr is in default, the Bank considers indicatoгs that аrе:

о qualitative - e.g. breaches ofcovenant;

r quantitative - e.g. overdue status and поп-рауmепt оп another obligation of the same issuer to the Bank;
and

о based on data developed intemally and obtained frоm ехtеrпаl sources.

Inputs into the assessment of whether а financial instrument is iп default and their significance mау vary очеr
time to rеПесt changes in circumstances.

Iпс orporal i оп of forw ar d- lookiпg i пfоrпаt iоп

The Bank incorporates forward-looking information into both the assessment of whether the credit risk of шr
iпstrumепt has increased significantly since its initial recognition and the measurement of EcL.
The Bank formulates three economic scenarios: а basic case, which is the median scenario arrd two less likely
scenarios, опе optimistic and one pessimistic.

The basic scenario is aligned with information used Ьу the Bank fоr other purposes such aS strategic planning
апd budgeting. Extemal information considered includes economic data and forecasts рuЫiЪП.а Ьу
govemmental bodies and monetafy authorities in the country whеrе the Bank operates, sчсh ai the National
statistic committee and the Ministry of Есопоmу of the kyrgyz Republic, as well as international bodies
such as World Bank and Intemational Monetary Fuпd.

The Bank has identified and documented key driчеrs of credit risk arrd credit losses for each portfolio of
financial iпstrumепts and, using шr analysis of historical data of 20l3-20l9, has estimated rilationships
ьемееп mасrо-есопоmiс variables and credit risk and credit losses.

The basic economic scenarios used fог loan poгtfolio as at 3 l DесеmЬеr 2019 and З 1 December 20 l8 included
the following key indicators for the Kyrgyz Republic:

масrоесопоmiс variables 2019 20l 8
NominalGDP (in billion KGS) 580 538
Annual transfers (inflow, in million USD) 2,348 |,,7 46
Unemployment rate (in %) ,7,зб

8.18
Official exchange rаtе (KGS реr USD, ачеrаsе) 69.79 7з.59
Agriculture, added чаlче (% in GDP) l9.07 12,52
Ratio of Non-Performing loans to total Loan
Portfolio (in %) l7.89 l4.90
Goods trade (% of GDP) ,76.15

65.3 5

Modifie d fi папс ial assets

The contractual tеrms of а loan may Ье modified fоr а number of rеаsопs, including changing market
conditions, customer retention arrd other factors not related to а счrrепt оr potential credit dеtеriоiаtйп ofthe
customer. Ап existing loan whose terms have Ьееп modified mау Ье derecognised and the renegotiated lоап
recognised as а пеW loan at fair value in ассоrdапсе with the accounting policy set out in Note 31e)(iii).

When the terms of а financial asset аrе modified md the modification does not result in derecognition, the
determination of whether the asset's credit risk has increased significantly reflects соmраrisоп of:

. its remaining lifetime PD at the героrtiпg date based on the modified tеrms; with

, the remaining lifetime pD estimated based оп data at initial recognition апd the origina| contractual
termS.
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Whеп modification results in derecognition! а пеw loan is recognised and allocated to Stage l (assuming it is
not credit-impaired at that time).

Fоr financial assets modified as раrt of the Bank's fоrЬеаrапсе policy, the estimate of PD reflects whether the
modification has improved оr rеstоrеd the Bank's ability to collect interest and principal and the Bank's
previous ехреriепсе ofsimilar fоrЬеаrапсе action, As раrt ofthis рrосеss, the Bank evaluates the Ьоrrоwеr's
payment performance against the modified contractual terms and considers various behavioural indicators.

Generally, fоrЬеаrапсе is а qualitative indicator ofa significant iпсrеаsе in credit risk and ап expectation of
fоrЬеаrапсе may constitute evidence that ап ехроsurе is credit-impaired (see Note 3(e)(iv)). А customer needs
to demonstrate consistently good payment behavior очеr а twо-уеаr period before the exposure is no longer
considered to Ье credit-impaired/ in default оr the PD is considered to hаче decreased such that the loss
allowance rечеrts to being measured at ап amount equal to l2-month ECL,

Меаsurеmепt of ECL

The key inputs into the measurement of ECL аrе the term structure of the following variables:

о probability of default (PD);

о loss given default (LGD);

. exposure at default (EAD).

ECL for exposures in Stage l is calculated Ьу multiplying the l2-month PD Ьу LGD апd EAD. Lifetime ECL
is calculated Ьу multiplying the lifetime PD Ьу LGD and EAD.

Gепеrаtiпg the lerm structure of PD:

ln calculating the ECL, as indicated above, the weighted ачеrаgе PD (adjusted Ьу mасrоесопоmiс factor) fоr
stage l is used, and the marginal PD (adjusted Ьу mасrоесопоmiс coefficient) is used fоr stages 2 arrd 3.

The probability of default (PD,%) for loan is calculated using the Markov chains method, namely. stochastic
loan transition matrices очеr the inteгvals of overdue реriоds during а given analysed period.

As such а period, the Вапk decided to use ап iпtеrчаl of5 уеаrs. The annual interval is chosen due to the fact
that the ачегаgе loan tеrm is 5 уеаrs.

Fоr thc calculation оГ PD. all loans аrе allocated to portfolios and stages. Тhеп the same portfolio of loans is
ranked Ьу data categories at the end ofthe period under consideration.

Саlсulаtiоп of LGD.

The Bank estimates LGD раrаmеtеrs based on the history of rесочеrу rates of claims against defaulted
counterparties. The LGD models consider the structure, collateral, seniority of the claim, соuпtеrраrtу
industry and recovery costs ofany collateral that is integral to the financial asset. Fоr loans secured Ьу retail
property, LTV (loan-to-value) ratios аге а key раrаmеtеr in determining LGD. LTV ratios аrе calculated on
а discounted cash flow basis using the effective interest rate as the discounting fасtоr.

EAD:

EAD represents the expected exposure iп the event ofa default. The Bank derives the EAD frоm the current
ехроsurе to the соuпtеграrtу and potential changes to the счrrепt аmочпt allowed чпdеr the contract and
arising from amortisation. The EAD of а fiпапсiаl asset is its gross саrrуiпg amount at the time of default.
Fоr lending commitments, the EAD is potential future amounts that may Ье drawn under the contract, which
аrе estimated based оп historical observations and forward-looking forecasts. Fоr financial guaгantees, the
EAD rерrеsепts the gчаrапtее ехроsчrе when the financial gчаrапtее becomes payable.

As described above, arrd subject to using а maximum of а l2-month PD fоr Stage l financial assets, the Bank
measures ECL considering the risk of default очеr the maximum contractual period (including апу Ьоrrоwеr's
extension options) очеr which it is exposed to credit risk, even if, fоr credit risk mапаgеmепt purposes, the
Bank considers а longer period. The mахimчm сопtrасtчаl period extends to the date at which the Вапk has
the гight to геquirе rерауmепt of ап advance оr terminate а loan commitment or gчаrапtее.

Whеrе modelling of а раrаmеtег is саrriеd out оп а collective basis, the financial instruments аrе grочреd on
the basis ofshared risk characteristics that include:

о instrument type;

о Ьоrrоwеr type;

. credit risk gradings;

. collateral type;
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. date of initial recognition;

. remaining term to maturity;

r industry.

The groupings аrе subject to rеgulаr rечiеw to епýurе that ехроsurеs within а particular grоuр rеmаiп
аррrорriаtеlу homogeneous.

Fоr portfolios in respect of which the Bank has limited historical data, external Ьепсhmаrk information is
used to supplement the intemally available data. The portfolios fоr which external Ьепсhmаrk information
rерrеsепts а significant input into measurement of ECL are as follows.

Ехtеrпаl benchmarks used
Exposure PD LGD

Cash and cash equivalents
Inr estments iп securities

5 Net interest iпсоmе

б Fее and commission income

cash trапsасtiопs Гееs

settlement

Commission income for payment cards
Commission fee fbr storage of valuables

Other

5,211,,75,7
2,6з5"719

Moody's
Moody's

20l9
KGS,000

Moody's
Moody's

2018
KGS,000

lnterest income calculated using effective interest method

Loans to customers

Investments in securities

Loans and advances to banks and other finarrcial institutions
Cash and cash equivalents

Amortisation of govemment grапt Q.Jotes l3, 22)

other interest income

Interest ехрепsе

Current accounts and deposits from customers

оthеr borrowed funds

Amounts owed to the National Bank of the Kyrgz Republic
Amounts owed to the Ministry of Fiпапсе оf the Kyrgyz
Republic
Repurchase agreements

Deposits and balances from banks

2.3 08.787

зз5;72l
2з,7 14

297

l ,982.62l
24,7,995

6,456
4,з02

2,668,5l9 2,241,371

324,99,7 407.3 l9
1 l4.73l 97,804

72,7,852

з95. l25
7 4,з87

64,92,7

5,748

950

7l8,486
298,597

92,2з4

бз,з29
46l

1,28,7

l,2б8,989 l ,l 74,394

l,8J9,258 l,572,l03

20l9
KGS,000

20l8
KGS,000

216,|02
82,682

22,649

4,406
3,760

208,820

7l,50l
2l ,6l5
4,44,|

5,956

329,599 3 l2,339

Реrfоrmапсе obligatioпs апd rеуепuе rесоgпiliоп policies

Fее and commission income frоm contracts with customers is measured based оп the consideration specified
in а contract with а customer. The Вапk recognises rечепче when it provides а service to а customer.

Nature and timing of the satisfaction of реrfоrmапсе оЫigаtiопs iп сопtrасts with customers, including
significant payment tеrms, and the related rечепuе recognition policies is as follows:

The Bank provides banking services to retail and соrроrаtе customers, including account mапаgеmепt, cash
and settlement transactions, foreign cuffency transactions and servicing fees.

28



Дiуl Вапk OJSC
Notes lo the Fiпапсiаl Stalementsfor the year епdеd 3l December 2019

Fees fоr ongoing account management ffе charged to the customer's account оп а monthly basis. The Barrk
sets the rates separately for retail and соrроrаtе customcrs.

Transaction-based fees fоr iпtеrсhапgе, foreign сurrепсу transactions and overdrafts аrе сhаrgеd to the
customer's account when the transaction takes place.

Servicing fees are charged оп а monthly basis and аrе based оп fixed rates.

Rеvепuе frоm account service and servicing fees is recognised очеr time as the services аrе provided.

Revenue related to transactions is recognised at the point in time when the transaction takes place.

Fее and commission ехрепsе

2019
KGS,000

20l8
KGS,000

l 1.534
9,422

2з.986
2.893

20l8
кGS,000

cash transactions fees
SettIement
Commission expenses fоr payment cards
Commission fees for storage of valuables
Оthеr commission expenses

Net foreign ехсhапgе gain

Gain оп spot transactions
Loss frоm revaluation offinancial assets апd
liabilities

Impairment losses/(recovery)

Оп interest-bearing assets
Loans to customers
Investment securities
Cash and cash equivalents

оп оthеr assets
Foreclosed assets
other assets

оп credit-related commitments

26.929 22,000
86,73l б9,835

l2.9l 0
l 4,1 95
30,027

2,6,10

20t9
KGS,000

9

l l 1.656 l45.669

(2,721\ (7з5)
108,935 144,934

20l9
KGS,000

7 l 1,99l
(2з,444)

(753 )

687,794

220,86з
700

________22l,ffiз

_____GýJJц ___________цl2ý_

20l8
KGS,000

з|6,7,7 5

l5,960
(з44)

332,391

(26)
(2б)
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10 Operating expenses

Employee compensation
Рауrоll related ta,xes

Depreciation апd amortisation
Security services
Depreciation of right of use assets
Rераiгs and maintenance
Rent
Stationery and office supplies
professional sеrчiсеs
Advertising and marketing
utilities
communication апd information services
Тrачеl expenses
Taxes оthеr than оп iпсоmе
Training
Repгesentative expenses
оthеr

11 Income tax expense

Счrrепt уеаr tax expense

Deferred taxation movement due to origination and reversal of
tеmроrаry differences

Total iпсоmе tax expense

70з.669 ,75,7,l7l

l 18,426 |29,544
822,095 88б,715
l 01, 170

49,857
46,806
42,679
22,1,78
l4,585
l2,542
12,276
l l,004
l0,6l7
5,942
3,486
2,8з2
2,475
5.765

l,I66,309

2019
KGS,000

2018
KGS,000

86,378
49,9l7

45,940
62,550
l4,981
7,з7з

15,422
ll,764
l0.579
6,291
з,475

10,492
4,803

l l,868
1,228,548

20t 8
KGS,000

42,895

6,172
49,067

On3l December20l9,theapplicabletaxrateforcurrentanddeferredtaxis l0%(Зl December20l8: l0%).

Reconciliation of effective tax rate:

20l9
KGS,000

1 5,1 35

(2,653)

--____y,4u_

20l9
KGS'000 о/о

2018
KGS'000 уо

(з,247)

12,482 49,067

(а) Deferred tax asset and liability

Теmроrаrу differences between the carrying amounts of assets and liabilities for fiпапсiаl rероrtiпg рurроsеs
and the amounts used fоr taxation purposes give rise to net dеfеrrеd tax liability as at
3l DесеmЬеr 20l9 and 20l8.

profit Ьеfоrе iпсоmе tax

Income tax at the applicable tax rate

(Non-taxable iпсоmе)/поп-
deductible costs

157,294 100

15 ,729 l0
421,825 l00

l042, l 83

6,884

reporting periods ended 3l DесеmЬеr 2019 and

2

128

Movements in tеmроrаrу differences during the
3 l DесеmЬеr 20l 8 аrе presented as follows:

2019
KGS,000
Рrореrtу and equipment

Right of use assets

Loans to customers

Investment securities

Lease liabilities

ваlапсе at
l Jапчаrу

20l9
Recognised iп

рrоfit оr loss

1.085

(l4,199)
|"74l
(748)

|4,774

ваlапсе at
3l DесеmЬеr

2019
(22,з49)

( l8,026)
1,9lб

(21,264)

( l4, l99)
( l6,285)

1,168

14,774

(35,806)

30

2,б53(38,459)
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20I8
KGS,000
Рrореrtу and equipment

Loans to customers

Investment securities

Ваlапсе at Recognised iп
l Jапчаrу 20l8 profit оr loss

(1 8. l50) (4, l 99)

(l,из)
(22,з49)

( l 8,026)

l.9lб

Recognised in

____*.ц 
_

( l6,053)

1,9lб

ваlапсе at
J l Decemlrer

20l8

(18,150) (6,172) (14,137) (38,459)

12 Cash and cash equivalents

2019
KGS,000

20t8
KGS,000

cash оп hand
Nostro accounts with the NBKR
Nostro accounts with other banks
- rated from А- to АА+
- rated ВВВ
- rated fiom ВВ- to ВВ+
- rated below В+

- поt rаtеd

Total поstrо accounts with оthеr banks
Cash equivalents
- Теrm deposit with the NBKR with original maturity less than
thrее months, rated В
- Notes of the NBKR with original maturity less than three
months, rated В
Total cash equivalents
Total cash and cash equivaIents
Less loss allowance

1,5l8,4б9
1,031,098

1,098,з 06

859,086

l|,270
5,3 39

6,8 85

1,980,886

2,200,000

l,429,368
2,56б,52l

l, l l4,809
,790

339,1 1 2

252.896
6,2зб

1,713,843

99,865

2,200,000 99,865

б,730,453
(221)

6,730,226

5,809,597
( l л308)

5,808,289

The credit rаtiпgs аrе presented Ьу rеfеrепсе to the credit ratings ofMoody's credit ratings agency оr other
agencies converted into Moody's scale. No placements with banks аrе past due.

As at 31 DесеmЬеr 20l9 the Вапk has balances with 4 banks (3 l DесеmЬег 20l8:3 banks), whose balances
exceed l0% ofequity. The gross чаlче ofthese balances as at З l DесеmЬеr 20l9 is KGS 4,862,878 thousand
(Зl December20l8: KGS 3,781,456 thousand).

The following tables show reconciliations from the opening to the closing balances of the loss allowance for
cash and cash equivalcnts.

20l 9 20l8
Stage l Total Stage l Total

Cash and cash equivalents

Ваlапсе at l January

Net remeasurement of loss allowance

Effect of fоrеigп счrrепсу translation

Balance at 31 DесеmЬеr (227| (227) ( 1,308) ( 1,308)

( 1,308)

753

з28

( l,308)
,75з

328

l ,653 l,653

(3,305) (3,305)

з44 з44

зl
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13 Loans to customers

Loans to corporate cuýtomers

Loans to retail customers and other loans
Loans to small businesses

Mortgage loans

Fiпапсе leases

consumer loans

Total loans to retail сustоmеrs
Gross Iоапs to customers
Impairment allowance

Net loans to customers

20l9
кGS,000

2018
кGS,000

5,1 l0,976 5,745,004

l l,495,lзз
l ,7з2, l з8
1,47l,944

884,823

l 0,1 з 1,864

l ,6l8,6з2
l,406,8 l7

849, l 82

l5,584,038
20,б95,014
( l,664,485)

1,1,006,;l95

l9,751,499
(996,9l6)

l9,030,529 l 8,754,583

Agreements with the Ministry of Fiпапсе of the Kyrgyz Republic ("МFКR")

S u bsidizecl agri cu ltural liпап сiп g

Оп 1 2 January 20l З, the Gочеrпmепt of the Kyrgyz Republic approved the "Financing of agricultural sector''
project оп provision of subsidised loans to the local banks. Uпdеr this project, the Bank signed eight
agreements during 20lЗ-20l9 with the МFКR fоr а receipt of а subsidy with а purpose of pгoviding
govemment assistance to agricultural рrоduсеrs fоr autumn-spring seeding, cattle breeding and agricultural
processing in the Kyrgyz Republic (Note 22).

The Bank provides eligible agricultural рrоduсеrs with loans at6-10yo реr annum depending оп the duration
of loans, using its own funds. The МFКR provides additional interest of IlYо реr аппum fоr loans issued in
20|7;8.ЗЗО/о Реr аППum - for loans issued in 2018 and 7.49О/о per annum - fоr loans issued in 2019. The
MFKR makes annual prepayments of additional interest fbr each forthe next twelve months periods of the
issued loans duration. The Bank rесоgпizеs such annual prepayments оп а monthly basis uпdеr "amortization
of govemment grапt" caption iп the statement of рrоfit оr loss and оthеr соmргеhепsiче income (Note 5).

As at 31 December 2019 included in small business loans аrе loans with net carrying amount of
KGS 2,593,206 thousand (3l DесеmЬеr 20l8: KGS З,|22.776 thousand) issued under this рrоgrаm.
Dеvеlорmепt of rеgiопs

Оп l1 December 2019 the Bmrk signed an аgrееmепt with the MFKR fоr provision of KGS 250 mitlion to
the Bank for the рurроsе of issuing and refinancing the projects targeted at regional development in the
kyrgyz Republic. The loans аrе provided to eligible Ьоrrоwеrs at 6-10yо depending on the rеgiоп, tеrm and
рurроsе of the loan (Note l9).

Agreement with thе State Mortgage Соmрапу

Under implementation of "Affordable Housing 20l5-2020" Рrоgrаm (thе "Рrоgrаm") of the Government of
the Kyrgyz Republic, the Bank signed а Gепеrаl Agreement fоr Cooperation with the State Mortgage
Соmрапу (the "SMC") оп l FеЬruаry 20l6. Iп ассоrdапсе with this agreement, the Bank provides mоrtgаgе
loans to the citizens ofthe Kyrgyz Republic fоr purchase ofsocial housing based on the approved Ьу the
SMC list of eligible Ьоrrоwеrs al9-12o/o реr аппum with maturity of l5 уеаrs (Note 23).

Agreements with Russian Kyrgyz Development Fuпd

Under the рrоgrаm оп development of small and medium enterprises of the Russian Kyrgyz Development
Fuпd ("RKDF"), the Banks receives financing for issuing loans to small апd medium enterprises operating iп
specified sectors of economy in the Kyrgyz Republic at interest rates of l0-1зуо fоr KGS loans and 6-8% fоr
USD loans depending оп the рчrроsе. tсrm and industry оfthе loans (Note 23).

At initial recognition the Bank does not discount the loans issued under the above development рrоgrаms as
they аrе considered separate mаrkеt segments and provided at market rates (Note 26).

Fiпапсе Iease

Included in loans to customers are amounts of fiпапсе lease receivables fоr leases of agricultural equipment
where the Вапk is а lessor аrе the following:

(а)

з2



Дiуl Вапk OJSC
Notes to the Fiпапсiаl Statementsfor the year епdеd 31 December 2019

2019
KGS,000

20l8
кGS,000

Within опе year
Моrе than опе уеаr, but less tharr five уеаrs
Моrе than 5 years

Мiпimum lease payments

Less uпеаrпеd fiпапсе income
Within one уеаr
Моrе than опе уеаr, but less tharr five years
Моrе than 5 уеаrs
Less чпеаrпеd fiпапсе iпсоmе, total
Less imраirmепt aIlowance
Net fiпапсе lease investments

з60,64,7
1,1б1,986

175.2з5
1,875,9Ез 1,б97,8б8

з2з,636
|,з29,827

222.520

(ь)

(16,672) (12"7,70)

(404,039) (29l,05l )

(48,785) (92.487)
l,423,l59 1,314,330

Credit quality analysis

The following table sets out information about the credit quality of financial assets measured at amortised
cost as at 3 l December 20l9. Unless specially indicated, fоr financial assets, the amounts in the table rерrеsепt
gross carrying amounts.

Explanation of the terms: Stage l, Stage 2 and Stage 3 аrе included in Note 3(e)(iv).

KGS,000
LoaпS to corpolate customers
Not overdue
Очеrdче less than 30 days
Очеrduе 30-89 days
Overdue 90-179 days
Overdue mоrе than l80 days

Loss allowance
Саrrуiпg amount

Loaпs to smаII busiпesses
Not overdue
Overdue less than 30 days
Overdue 30-89 days
Overdue 90-179 days
Overdue mоrе than l80 days

Loss allowance
Саrrуiпg аmошпt

Mortgage lоапs
Not overdue
Overdue less than 30 days
Overdue 30-89 days

Loss allowance
Саrryiпg аmочпt

Fiпапсе leases
Not overdue
Overdue less than 30 days
Очегduе 30-89 days
Overdue 90-179 days
Очеrduе mоrе than l80 days

Loss allowance
Carrying аmочпt

Stаgе l Stage 2

2,842.568

49l,| 12

2,70б,340

l 0,937. l 97

10,749,752 зJ,508 J83,J50 l 1,1бб,6l0

l,б75,9l9 3,034 l4,32l 1,693,274

1,260.758

1,423, l59

( l20,47l )

(266,896)

Stage J

(94,674)
( l 8з,607)

Total

60,876 540,440
240,895
з,79,4|2
555,673

3,44з,884
240,895
з79,412
555,67з

491.112
2,842,568

( l 36,228)
60,87б 2,207,532
(l0,59ц (1,08б.608)

5,1 l0,97б
(1,23з,427)

50,285 1,120,924 3,877,549

28,зlб
4,4lI
1,526

292,44|
з9,795
75,6lз
38,890
76,944

|1,257,954
44,206
77,l39
38,890
76.944

l 0,937,197
( 1 87,445)

34,253
(745)

523,683 l1,495,133
(l40.3з3) (з28.523)

l,689,889 3,10_2 з0.,717
7,072
1,358

|,72з,708
7,072
1.358

1,б89,889
( l з,970)

39,|47
(24,826)

1,732,138
(38,864)

3,102
(68)

5.02l l77,288
l,07l

l5,287
3,05l

l,44з,06,|
l,07l

|5,287
3.05 l

9,468 9.468
1,2б0,758

цq70)
5,021 20б,l65

(44.7 l 5 )

1,471,944
(48,785)

l,256,б88 5,02l l б l,450

JJ
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Notes to the Fiпапсiаl StаlеmепtsJоr the уеаr ended 31 December 20]9

сопsаmеr lоапs
Not очеrduе
Очеrduе less than 30 days
Очеrdче 30-89 days
Overdue 90-179 days
Очеrduе mоrе than l80 days

Loss a[lowance
Carrying аmочпt

Total loans to retait customers
апd other lоапs
Loss allowance
Loans to rеtаil customers пеt of
loss allowance
Total loans to customers
Total Ioss allowance
Loans to customers net of
imраirmепt allowance

Тhе following tаЫе
3 l DесеmЬеr 20l 8:

KGS,000
Loans to cofporate customers
Not overdue
Overdue less than 30 days
Очеrduе 30-89 days
Очеrduе 90-179 days
Overdue mоrе than l80 days

Loss allowance
Carrying аmочпt

Lоапs to small businesses
Not очеrduе
Очеrduе less than 30 days
Очеrduе 30-89 days
Overdue 90-179 days
Overdue mоrе than l80 days

Loss allowance
Carrying аmочпt

Mortgage Iоапs
Not overdue
Overdue less than 30 days
Очеrduе 30-89 days

Loss аIIоwапсе
Саrryiпg аmочпt

Fiпапсе leases
Not очеrduе
Overdue less than 30 days
Overdue 30-89 days
Overdue 90-179 days
Overdue mоrе than l80 days

Loss allowance
Саrryiпg аmочпt

845,909

5.,7,t2

866,962
з"72l
5,046
з,з52
5.7 42

l42 20,91l
- з"l2l
- 5,046
- 3,352

845,909 l42 38,712 884,823
(6.082) (8,!Q0 (14

839,827 |42 29,9б8 8б9,937

l4,733,753
(211.567)

l4,522,186 41,705 589,089 15,152,980
|7,516,32l

(347,795)

l7,228,526 9l,990 1,7l0,013 l9,030,529

provides information оп the credit quality of loans to customers as at

stase l stase 2 Stage 3 Total

42,5l8
(8l3)

807,767 15,584,038
(2l8,678) (4з 1,058)

l0J,394 3,015,299 20,б95,014
(l1,404) (1,305,28б) (1,664,485)

4,455,6,72
54,965

|,|4,7,,746 5,603,4l8
l|,276 66,24l
l 6,1 52

68
59. l 25 59. l 25

4,5l0,637 - 1,234,3б7 5,745,004
( 145,597) - (407 ,266) (552,8Ф.3}

4,3б5,040 827,10l 5,192,1,1l

16,|52
68

9,692,72з
26,002

l53 265,826 9.958,702
33,318 59,з20
34,683 з4,68з
22,265 22,265
56,894 56,894

9,7|8,725 l53 412,986 l0,1з1,8б4
(91.473) (7з) (209.1 19) (з00,665)

9,627,252 80 203,8б7 9,831,199

14,504 |,612,з92
l .89l 4,586
l,654 1,654

1,600,583 l8,049 l,6l8,632
(15,369) - (5,836) (21,205)

l,597,888
2.695

1,585,2l4

l ,003,6 l4

l2,2lз 1,597,427

з70,949 l.з,74,56з
28,9,77

|,472
409

1.396

l,003,бl4 - 403,203 1,40б,817
( 18,8з5) - (1з,652) (92,487)

28,977
1,472

409
l,396

984,779 - 329,551 1,314,330
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Note s to the Fiпапсiаl Stаlеmепt s for the year епdеd 3 l DесеmЬеr 20 l 9

сопsumеr lоопs
Not очеrduе
Overdue less than 30 days
Overdue 30-89 days
Очеrdче 90- l79 days
Очеrduе mоrе than l80 days

Loss allowance
Саrrуiпg аmочпt

Total loans to retail customers and other loans

Loss allowarrce
Loans to retail customers net of loss allowance

Total loans to customers
Total loss allowance
Loans to сustоmеrs net of impairment
allowance

8lз,9,79
1,67:

- 2,984 2,984
_ - 5,735 5,7з5

-вБоsз 

- зз,529 849,182
(10,775) - (l8.92l) (29,696)

-804,878 
- 14,б08 819,486

- 1,7,35з 83l,з32
_ 3,761 5.435
_ 3,696 з.696

-1з,lз8,575 

t5з 867,7б7 14,006,495
(tзо,дsz) (zз) (зоz.szв) .(+дд,Osз)

l3,002,tzз 80 5б0,239 t3,50z,ллz

l7,649,2l2 l53 2,102,1J4 19,751,499

(282,049) (73) (714,794) (99б,9lб)

17,367,1бз 80 1,387,340 18,754,583

Моdфеdfiпапсiаl assets

дs at зl December 2019 and 20l8 loans with overdue days less than 90 ctassified as Stage 3 in the tables

above аrе represented mainly Ьу loans restructured due to financial difficulties of the Ьоrrоwеrs and fоr which

сurе period has not passed yet.

(с) collateral held and other credit enhancements

The following tables provides information оп collateral and оthеr credit enhancements securing loans to

customers Ьу types of collateral as at З l DесеmЬеr 20l9:

collateral
collateral-

frее
luпsесu red'

Gross
carrying
amount

Саrrуiпg
аmочпt

Real
estate

Cash

Loans to соrроrаtе
customers
Loans to small
business
Fiпапсе leases
Mortgage loans
сопsчmеr loans

Total loans to
customers

Loss
allowance

5,1l0,976 (|,2зз,421)

l 1,495,1зз
|,4,7 |,944
l,732,l38

(328,523)
(48,785)
(38,864)
l4.886

l l,l66,6l0
l,423,l 59
1,693,214

869.9з7

Total

73.589 з.81,7 ,549з,8,7,7,549

l 1,166,бl0
l ,423, 159

1,69з,214
869.9з,7

3,194,606

l0,942,980
984,788

|,69з,274
833,255

9,354

,_rо 222.8|0
43 8.37 l

зв,iвz

сопsumеr loans comprise mortgage and сопsчmеr loans secured Ьу underlying rеаl estate and uпsесurеd

сопsчmеr loans.

The following table sets out information аьочt loarrs to customers that аrе credit-impaired as at З l December

20l9. arrd аЬБчt collateral sесuriпg these loans, which have Ьееп provided to rеduсе possible losses:

Fаir чаlче of collateral

Саrrуiпg
аmоuпt

Cash
collateral-

free

8 84.823

Gross
саrrуiпg
amount

Real
estate

Loss
allowance

2,201,5з2 (1,086,608) |,|20,924

uпsесu red Total

з,,742 |,|20,924
Loans to соrроrаtе
customers
Loans to small
business
Fiпапсе leases
Mortgage loans
consumer loans

Total loans to
счstоmеrs

52з,68з
206,1 65
з9,147
з8;1,12

( l40,33з)
(44,7l5)
(24,826)

з 83.3 50
lб l,450
14,з21

1,1 l7,182

з82,426
4з,95,7
|4,з2|
29,0l з

924
l'|7,49з

955

383.350
16l,450
|4,321.
29.9688.804 29.968
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Aiyl Вапk OJSC
Notes to the Fiпапсiаl Stаtеmепlsfоr the year епdеd 31 DесеmЬеr 20I9

The amountS shown in the tableS above rерrеsепt the саrryiпg value of the loans, and do not necessarily
rерrеsепt the fair value ofthe collateral.

Fаir чаluе of collateral
The Bank's policy is to issue loans with а loan-to-value ratio of а maximum of 83.3%.
Fоr certain loans the Bank updates the appraised values ofcollateral obtained at inception ofthe loan to the
:urlent values considering_the approximate changes in рrорегtу values. The Bank mау also obtain а specific
individual valuation of collateral at each rероrtiпg date where there are indications оflimраiгmепt.
Repossessed соIIаtеrаI

Duгiпg the уеаr ended З l Dесеmьеr 20l9, the Bank obtained certain assets Ьу taking possession ofcollateral
fоr loans to customers with а net сагrуiпg amount of KGS з71,0зб thousanj120l8: KGS 85,996 thousand).
Repossessed collaterals are presented in Other Assets line item as foreclosed рrореrtу. Bank's practice is to
selt this property оr to transfer it to finance lease.

Pledged assets

As at Зl Dесеmьеr 2019loans issued to соrроrаtеs and small businesses, with а net carrying amount ofкGS 1,810,456 thousand Sеrче as collateral fоr loans provided to the Bank Ьу the NаtiоЙаlЪапk of the
Куrgуz RерuЫiс (3 l DесеmЬеr 2018: KGS 3,110,93 l thousand) (Note 20). In addition, loans to small
businesses, with а net саrrуiпg amount of KGS 3,082,643 thousanj (Зl DесеmЬеr 20l8: KGS з,621,86l
thousand) sегvе as collateral fоr the lоm provided to the Bank Ьу the Russian -Kyrgyz Development Fund
(Note 23),

Sensitivity analysis

changes in estimates could aff'ect the lоап impairment provision. Fоr example, to the extent that the net
present vаluе of the estimated cash flows differs Ьу plus/minus опе percent, the impairment allowance оп
loans to соrроrаtе customers as at 3l DесеmЬеr 2019 would Ье KGS 38,775 ihousand lower/higher
(3 l DесеmЬеr2018: KGS 51,92l thousand lower/higher).

charrges iп estimates could affect the loan impairment pгovision. Fоr example. to the extent that the net
present value of the estimated cash flows differs Ьу plus/minus опе реrсепt, the impairment allowance оп
loans to retail customers aS at 31 DесеmЬеr 2019 would ье (cS 151,530 ihousand lower/higher
(3 l DесеmЬеr 20l8: KGS |З5,624 thousand).

Industry апd geographical analysis ofthe loan portfolio
Loans to customers were issued рrimаrilу to customers located within the KyrgyzRepublic who operate in
the following есопоmiс sectors:

20l9
KGS,000

20l8
KGS,000

4,279,7,79

65 1,576

l,005.5l2
3 l6,795

l ,406.8 l 7

421"70l
28,|,923
220,8l 5

Аgriсultчrаl loans
Animal breeding loans, including:
- Loans fоr cattle hегd expansion
- Loans fоr sheep breeding
- Loans fоr hоrsе breeding
- оthеr
Plant production loans, including:
- Finance leases
-Loans for vegetable farming

- Loarrs for grаiп сrорs
- оthеr

Poultry, Ьее-fаrmiпg and оthеr agricultural loans
TotaI аgriсчItчrаl loans
тrаdе loans
Manufacturing and primary processing loans
consumer loans
services loans
Mortgage loans

construction loans
Transportation
Other loans to small-sized companies
Total loans to customerý
Loss allowarrce
Loans to сuýtоmеrs net of impairment allowance

5,293, l48
688,964

1,225,794
4 l0.585

|,47l,944
34l ,906
200,598
з50,92l

93,4з2 l22.796
l0,077,292
2,710,228
2,742,88|

884,823

986.270
l,7з2,l38

998,з52
зз9,242
22з.,788

20,695,0l4
( l,664.485)
l9.030.529

8,713,714
l,944,500
2,905,754

849, l 82

l,438,4бб
l,6l8,632
l"79з,240

з92"7з2
95,279

l9,751,499
(996,9l6)

l8,754,583
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Notes to the Fiпапсiаl Statemeпtsfor the year епdеd Зl December 20]9

Significant eredit ехроsurеs

дs at З l DесеmЬеr 20l9 and 20l 8, the Вапk did not hаче Ьоrrоwеrs оr groups of related Ьоrrоwеrs, whose

lоап balances exceeded l0% ofequity.

Loan maturities

The maturity of the Bank's loan poПfolio is presented in Note 26(d), which shows the remaining period from

the rероrtiпg date to the contractual maturity of the loans.

classification of loans

During 20l9 апd 20l 8 the Bank applied the loan portfolio classification as follows:

1) Lomrs to соrроrаtе customers аrе loans issued to legal entities апd епtrерrепеurs, with lоап amount of
up to KGS 20 mitlion, апd/оr having аппчаl turпочеr of аЬоче кGS з0 million, шrd/оr annual volume

of certain mопеу transfer transactions and conversion transaction frоm аЬоvе KGS 50 million;

2\ Loans to retail customers аrе all other loans.

Investments in securitiesl4
20l9

KGS,000
20l8

KGS,000
Held Ьу the Bank and measured at amortised cost
- Тrеаsurу bills of the Ministry of Fiпапсе of the Kyrg"z
RepubIic

Less loss allowance

Balance at l Jапuаrу

Net rеmеаsчrеmепt of loss allowance

New financial assets originated оr purchased

Balance at 3l December

2,64,7,з94 з,5,7z,94,7

2,647,394

( l l,675)

3,572,947

(з5, l l 9)

(а)

(ь)

2,635,7l9 3,537,828

Дs at 3l DесеmЬеr 20l8 all investments in securities аrе classified as Stage l. As at 3l DесеmЬеr 2019 по

investments in securities аrе past due.

Pledged assets

Дs at 3l DесеmЬеr 2019 investments in securities of KGS З18,379 thousand serve as collateral fоr loans

provided to the Bank ЬУ the National Вапk of the Kyrgyz Republic (3 l December 20l8:
кGS 324,442 thousand) (Note 20). As at 3l December 2019 investments in securities of KGS 391,033

thousand Serve as collateral for loms provided to the Bank Ьу the Russian-Kyrryz Development Fuпd
(3 l DесеmЬеr 2018: thеrе were no investment securities which served as collateral) (Note 23).

Credit quality of investments iп securities

2019 2018

Stage l Tota! Stage l Total

- rated ВВ-

Саrrуiпg дmочпt

2,6з5,7 |9 2,6з5,7 |9 з,537,828 3,5з7,828

2,635,719 2,635,719 3,537,828 3,537,828

(с) Analysis of movements iп loss allowance

The following tables show reconciliations from the opening to the closing balances of the loss allowance for

investment securitics.

20l9 20l8
Stage l Total Stage l Total

35,1 l9
(26,998)

3,554

35,1 19

(26,998)

3,5 54

35,1 l9 35,1 l9

l l,675 l l,675 35,1 l9 35,1 l9

Дs at Зl DесеmЬеr 20l9 and 20l8 treasury bonds of the Ministry of Fiпапсе of the Kyrgyz Republic in the

amount of KGS 709,412 thousand and KGS 888,8lб thousand, respectively, served as а collateral fоr the

loans received (Note l9).

None of the investment securities аrе past due.

з7



,_--ýl"_l , 6"-ld
п и) * b1-1 О г-ldl-*,]1 

==l1

lлNl фь||лl a.l \о
{il tпdl ..iй'tl t
-|

I

I

1\- | гtп ||a |a О\\о \о \о
бt ёlь

лllо | опоlнl
- ю фl'<llф. ф_ о.. \lql\о \о а ФlNlbb-l*l

лl l
lл | И-rclЙl
f.l ф лl оlЁl
!-) ii бl o.1\ol
d; oj J гjljl9-,-l=|

лll
а l aN+lrl
= { ао о\lйlб1 ч -. "ilO_|ф фьфlNl
; =-]-|

Uqи:
ýi*рý ,i!

фр

\
ý
\ý
>'

.о

ý-

ос
и>da
!оо_
?- ,У

о
(н

Ф
.2
Ф

-Y
(ý

Ф
о

(Е

Ф
оФФ
a.)

_о
ь0

cd

.h99trc).s.r) эап (,бЁ б)

ФЕ
-diltrаOдFo-
свя*.tstrФ цо

-!
gЕф
сЁ о+.NЕъс,tr (вЕ
l9lа,=к
-сrЕФ=
_rO,a.. с.)

lц
q)qсал
L::д{
l/)

зu-|ч1

**111

Ёulчч

*=-|ч1

но\ i;х
ёlg
L!ý ,э

6ýо
aY' Ёа Б
-(lr\э'=iiJ а о\ ýх = €\ а\
>Eq 

= 
ý- - 

= =L,_ý-!L,t9dNdNNi 13 L ъ = ъ
=.-= ч ýЕ Е Ц ýЦ

Д-Еr-Д

=ýЁ ; =- i ; ýЕ
- !-о р .: - ., !.l ý 9,,|? -ёъ2пб Еб i-Е мйБ зое.ёяа ,ý3 .-яа .S-a

'л 
с ;i сЕ ! о - sJ с qJ о - х-У];б,бйЕ*ф iGj i+а !'-l

У ý бЕ (,Э.= э Ф-з 1J.a l ý-уUсOцй<о< ýо оо< U<

F

Ф

оФ
-trG
оо

о9
а.}
Е.!

Ф

Ф

2,

I

-lLl
Фl
!l

=l
Elol
Ul

I

I

-lEl
фФl9trltrа

"I
I

l

-ъ9l
. злЁ; 9lъt99trl

=Е i к 9l

'Е ЕЁ Е]. _.El



о
эlrtl
ýlэ
Бl ,Е

l=

lё
=l 

Дёrl _ -ajlm 9o\l - .=li ЕlK *lb 9

lEE
Фllao

ýl = ýfiI Ё хlьФ\lBз
lд;_Ч
l .= с

al ё Е

*l Еý
1.1 ýl1гJ

lёаlbY

-I Еэ
Фlоб

;l .i Ё
^l ЁЕlE i
lнg

gl :Е
}l :Е ч
rlзЕ

lo,c)loo_

lЁ i
l: ЕgU

j

9гФ--л
о,!

Р=
з.r
F9

-о Ф,
фо;i
=.:б|NФiý! sЁ

ýЕ ; дýаФ 9 -.ý-а а ;F; Нн_ý€ _с Ф

lлl
о ф -lblm г- о,lЁl
a.l ф фlNl
ь \о Olrol
г- оо лll+l:j- 

ll

l *яl \--l ooNl +о,?l ф-
ol-|

Ф9

q.}
Ё-9

0

Ф

а

$Е *l ýýы

=g: 
El вý=|

;чяil l.ccEEl lъ!9лll

Е Е-.Еl l19 l l

Ф
a)ь
о

:ý-
ýv
ýl=оa Nф бý_.,Ф ýэ',=

N ф ýN -- i,- о\ лсh Е .ý а-Б
J L ! j_с Ф ýс:
.Jдs:ja

_ !'i :ý -.9Я фР- Е ý6Е:2Е 3.ёяа ,ý9;я
я ьý* +; ЁЕ ga
výd-o,alý5O.:j]сUc0<o< Qc0Oo

lal
liil
l:ll
lNl
lЁl

l]
alбl
tl
fl

лl
F|lЁld\l

altl
1lbl

alёl
чl
фl

э
бl

д

Ё

Б

зll

l

Ооофи)ry1.+ф

фо.

фо\оФ+

бl о\

\оФ

Uqс.:

ý*
фз

\j

\
\

.о

р

ý
q

ý

Ё

о

оа

ФфФф
a-l .f,
б|v

ИlфпФ
Ио\

б|*
ьи)
ci+.i+

о\ \о
\оФ

l лл
l ьф

-l чqLl +ьOl +-

el
ol
Ul

I

-l \о чftrl фNФl чfn
Ёl п+oJ \о \о.=l ..)
o,1
Фl
ol9l

!=l

о|



Notes to lhe Fiпапсiаl slatemeпlsfor the year ""оrо,i\::"Y:r:!if,
lб Оthеr asýets

Asat3l December20l9and20l8otherassetsoftheBankconsistedofthefollowing:

20l9
KGS,000

20l8
KGS,000

Rесеiчаыеs from МFкR related to interest subsidies
cash assets in settlements

оthеr accounts receivable
Impairment allowance

Total other fiпапсiаI assets

Foreclosed рrореrtу
Prepayments fоr finance lease equipment
Other prepayments

Materials arrd supplies
Assets held fоr sale

Prepayment of income tax
Less: loss allowance
TotaI оthеr поп-fiпапсiаl assets

Total other assets

Credit quality of оthеr financial assets

Balance at the beginning ofthe уеаr
Net rеmеаsurеmепt
New assets originated

ВаIапсе at the end of the уеаr

(12.240) (l1.540)

80,568 l з 1,3бз

з9,656
3 5,3б l
17,79l

70l,905
l 00,523

52,з6|

15,88l

з,з29

88, l 75

35,890

l 8,8з8

l66,272

7з,0|,7

1,7,665

з,65,7

l0.545
(265.0 I 6) (44. l 53 )

б 19.528 216.458

700,09б 347,82l

The following table sets out infoгmation about the credit quality of оthеr financial assets as at Зl Dесеmьеr
20l9 and 3 l December 20l8.

20l9

Stage l Stage 3 Total

Other fiпапсiаl cssers
- not overdue
- uncollectable

Total other financial assets
Loss allowance

TotaI other financial aýsets net ofloss allowance 80,5б8 80.568

20l8
Stage l Stage 3 TotaI

OtherJiпaпcial assets

- not overdue

- uncollectable

Total оthеr fiпапсiаl assets

Loss allowance

Total оthеr financial assets net ofloss allowance

Analysis of movements in the impairment allowance

lJl,Jбl lJ l,Jб l

Movements in the impairment allowance for the уеаr ended 3l DесеmЬеr 2019 аге as follows:

оthеr financial
assets

KGS,000
Total

KGS,000 KGS,000

86.1 l2
- 6,696

86, l l2
6.696

86,1 l2
(5.544)

б,б96 92,808
(6,696) (12,240\

l36,92l 1з6.92l

- 5.980 5,980
l36,92l

(5.560)
5,980 l42,90l
(5.980) (l 1.540)

Оthеr поп-
financial assets

l 1,540
,о:

44,|5з
(307)

55,693
з93

22l ,1,7 0 22l ,1,70

2б5,01б 277,25612,240
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Дiуl Вапk OJSC
Note S to the F iпапс ial Stale mе пts for the year епdеd 3 ] De cember 2 0 ] 9

Movementsintheimpairmentallowancefortheyearended3l December20l8aгeasfollows:

other financial other поп-

l7

asSets
KGS,000

Ва[апсе at the beginning ofthe уеаr
Net rеmеаsurеmепt

Ваlапсе at the end ofthe уеаr

Deposits and balances from

vostro accounts
Сurrепt accounts and demand deposits from оthеr financial
institutions

счrrепt ассочпts and deposits from соrроrаtе customers
- Сurrепt accounts and demand deposits
- Теrm deposits

Счrrепt accounts and deposits frоm retail customers
- Current accounts and demand deposits
- Теrm deposits

fiпапсiаl assets Total
KGS,000 KGS,000

5,3 55 50,з62 55,717
6,185 (6,209) (24)

l 1,540 44,153 55,693_

banks and other financial
20l9

KGS,000

institutions
20l8

KGS,000
2зз.912 5I,з89

84, l 30

233,912 135,519

As at 3 l DесеmЬеr 20l 9 and 20 l 8, the Bank did not have banks оr financial instifutions, whose loan balances
exceeded l0%ofequity.

18 Сurrепt accounts and deposits from customers

20l9
KGS,000

20l8
KGS,000

5,955,69l 5,046,658
2,148,3 l4 l ,236,699
8,104,005 6.28J,J57

l,560,823 l.з58,602
4.509.69l 5.101.249
б,070,514 6,459,85 l

l4.17il.<lq t7 7л1 ,пя

As at 3l DесеmЬеr 20l9, the Bank has four customers (20l8: thrее customers), whose balances exceed l0oloof equity. These balances tБ at 3 l DесеmЬеr 20l 9 are KGS 5,7з5 ,284 thousand
(3 l DесеmЬеr20l8: KGS 3,237,230 thousand).

20t 8
кGS,000

908,67l

27l ,4з,|

|.20|,292

908,278

з46,499

1,2з2,025

252,241 2,0,79

2.11.1.1.64l , дяя яяl

The subordinated liabilities will, in the event of the winding-up of the Bank. Ье subordinated to the claims of
depositors and all other creditors ofthe Bank.

19 Amounts due to the Ministry of Finance of the Kyrgyz Republic
20l9

кGS,000
subordinated debt

Subordinated loans fоr international projects

Loans fоr provision of finance leases to customers

Other

4l
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Aiyl Вапk OJSC
Note s to the Fiпапсiаl Stateпeпts for the year епdеd 3 l December 20 l 9

subordinated debt

Оп 21 ОсtоЬеr 2013, the Bank signed ап agreemcnt Ngl9-05/3l and addenda in 2014 and 2015 with the
Ministry оГ Finance of the Kyrgyz Republic ("МFКК') under which the Bank received ап interest-free
subordinated debt with no maturity arrd with по collateral. The рчгроsе of the debt was to provide funds fоr
the provision ofloans Ьу the Bank fоr development ofagricultural seeding, cattle breeding and other services.
According to the terms of the agreements, the Bank has to repay the loans in case of change of the ownership
of the Bank оr геfчsаl of the Bank to continue the lending projects. Моrеочеr, the MFKR has а riфt to
mопitоr the рrореr usage ofthe provided funds Ьу reviewing quarterly and аппчаl rероrts offunds utilisation,
and Ьу demand of the МFКR, the Вапk has to conduct arr independent verification of funds utilisation.
Management believes that it is ап on demand liability as the оссчгrепсс of а change of ownership, under
which the MFKR mау demand repayment of the debt, is out of сопtrоl of management.

Subordinated loans fоr international projects

Certain international development organisations provide funds to the МFКR, which аrе subsequently lent to
the Bank as subordinated loans Ьу МFКR. As at 3l December 20l9 and 20l8, the Bank has the following
subordinated loans in respect of international рюjесts:

(ь)

Nominal
interest 20l9 20l8

Счrrепсу rate Issue date Maturity KGS'000 KGS'000
The Institute regulated Ьу state
law and iпсогрогаtеd чпdеr the
laws of the Federal Republic of
Gеrmапу ("KfW')
Fiпапсiпg of Agricultural
Production Supply Chain Project
Asian Development Bank,
Agricultural Аrеа Development
Рrо.jесt

Intemational Development
Association, Agro-business and
Marketing Рюjесt
Intemational Development
Association, Agro-business and
Marketing Рюjесt
Intemational Development
Association, Agro-business and
Marketing Pýect
Intemational Development
Association, Assistance in
Development of Agricultural
Productivity Рюjесt

кGS 6%

Inflation
KGS rate

Inflation
KGS rate

Inflation
KGS rate + 2Yо

6-m Libor

9 Nov 20lб

USD + lyo 2 Nov 20l l

9 Nov 2023 ||з,22'7

1 Dec 202l 66,6lЗ

15 Nov2026 5з,52з

l5 Nov 2026 18,992

I5 Nov2026 l5,503

29 Мау2002

6 Aug 2012

26 Apr2007

l43,059

l00,06 l

59,747

22,з56

|7,292

з,984

346,499

Inflation
USD rаtе 2 Nov 20l l З0 Sep 2026 З,579

211,437
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Loans for provision оffiпапсе leases to customers

As at 3 l DесеmЬеr 20l9 and 3 l December 20l 8, the Bank has the following loans for provision of fiпапсе
leases to customers:

Nominal
interest

Счrrепсу rate Issue date Maturitv
20l9

кGS,000
20l8

кGS,000

77 1.8з4

Loan from Eurasian
Development Bank KGS
Loan for provision of
fiпапсе lease to счstоmеrs
(assistance from the
government ofPeople's
Republic of China - Leasing

5о/о 12 Dec 2014 15 Dec 2024 642.445

4) кGS 0о/о 27 Jd20l l 15 Dec 20З5 222.1з4 207,l1,7
Loan fоr provision of
fiпапсе lease to customers
(assistance from the
gочеrпmепt of Republic of
Тurkеу - Leasing 3) KGS
Loan fог provision of
fiпапсе lease to customers
frоm the govemment of
People's Republic of China
(Leasing 5) КGS

2о/о l8 Маr 2013 19 FеЬ 2033 174,064 l66;773

2% 28 Jun 2019 28 Jm2029 8з,75,7
Loan fоr provision оf
fiпапсе leases on
development of agricultural
machinery KGS 0О/о l Aug 2012 15 Sep 2027 '18,892 86,30l

1,20l,292 l,232,025

оп 13 NоvеmЬеr 20l4 the Bank signed an аgrееmепt with МFКR and the Ministry of Дgriсulturе
and Melioration of the Kyrgyz Republic on provision of а loan in the amount of not grеаtеr than
equivalent of USD 20,000,000 which wеrе provided to the Kyrgyz Republic Ьу tЙе Eurasian
Development Fund from the sоurсеs ofthe Anti-crisis fund of the Eurasian Economic Union. This
loan was considered to Ье received on поrmаl mаrkеt terms, due to the participation of а
development organisation in the provision of the funding for the loan.

Loans received Ьу the Bank frоm other funds, which wеrе provided to the МFКR Ьу the People's
Republic of China and Gочеrпmепt of Тurkеу аrе considered to Ье provided under terms equivalent
to gоvеrпmепt grants, due to the fact that the underlying lепdеr is а sovereign state body, and the
fact that interest rates аrе considered to Ье below the rаtе of funding fоr фuiчаlепt ЬЬrrоwiпgs
provided to the Bank under similar рrоgrаms from intemational development institutions. дt the
origination date these loans wеrе thеrеfоrе recognised at fair value and resulting discount was
recognised as а Govemment grant (Note 22).

Оthеr loans from MFKR(d)

Nominal
interest 2019

Счrrепсу rate Issue date Маtчritч KGS'000
20l8

KGS,000
Development ofother
regions - fоr investment
projects
Development of hаrd to
rеасh regions - for working
capital replenishment
Development of оthеr
rеgiопs - fоr working
capital replenishment
Development of hаrd to
reach regions - for
investment projects
оthеr loans

з.5% 27-Dec-19

4% 25-Dec-l9

буо l8-Dec- 19

2о/о 25-Dec- 19

0о/о 12 FеЬ 2014

l49.15l

41.400

35,5 l l

24, l 00
2,079 2,0,19

252,241 2,079

KGS

кGS

KGS

кGS

кGS

27-Dec-24

25-Dec-22

l8-Dec-2l

25-Dec-24

23 Арr 2019
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Notes to the Fiпапсiаl Stalemeпtsfor the year епdеd 3] DесепЬеr 20l9

On l l Dесеmьеr 20l9 the Barrk signed an аgrееmепt with the MFKR for provision of KGS 250 million to
the Bank fоr the purpose of issuing and геfiпапсiпg the pюjects targetej at regional development in the
Kyrgyz Republic. The Bank considers that the fair value of these loans at initialiecognition equates to the
amounts received under the loans, as they wеrе received uпdеr govemmental рrоgrаm aimed at jevelopment
of rеgiопs of the Kyrgyz Republic, specifically, rеmоtе mountainous regions. The loans аrе provided to
eligible Ьоrrоwеrs at 6-10% depending on the rеgiоп, tегm and purpose of the loan.

covenants

As at 3l DесеmЬеr 2019, the Bank was iп Ьrеасh of а financial covenant - poПfolio at risk (''РДR') очеr
90 days - prescribed Ьу the lоап аgrееmепt with the MFkR оп funds received frоm the kfw. дs а result, the
total outstanding amount of this lепdеr fог kGs ll3,22,7 thousand wеrе presented iп "оп demand and less
than опе month" category of the liquidity risk (Note 26). Based on negotiations with the lender, management
consider that thеrе аrе currently no indications the contractual rерауmепt terms will Ье amended as а result
ofthese breaches.

20 Amounts due to the National Bank of the Kyrgyz Republic
20l9 20l8

KGS,000кGS,000
Loans frоm the NBKR 1,182"746 2.125,849

22

1,182,746 2,125,849

As at 3 l DесеmЬеr 20l 9 the shоrt-tеrm loans frоm the NBKR wеrе collateralised Ьу loans to customers of
KGS 1,810,456 thousand (3 l December 2018: KGS 3,110,93 l thousand) (Note 13), and investments in
securities of KGS 3l8,379 thousand (3 l December 20l8: KGS з24,442 thousand) (Note l4).

Loan frоm the shareholder
вапk rесеivеd additional funding from the shareholder - state property Fuпd in the аmочпt of kGs l billion
оп 26 Dесеmьеr 20l8 with maturity of опе month. The main purpose of the funding was to епаьlе Вапk to
issue loans to customers from its own rеSочrсеs, as the plan was to transfer fundinýto the Share Capital in
the following уеаr. ОП 2l January 2019 these funds wеrе trапsfеrгеd to the ShаrЪ Capital Ьу issuing ап
additional l00,000 shares (Note 25).

Gочеrпmепt grant

2l

20l9
KGS,000

2018
KGS,000

Interest-free and below market interest rаtе loans
Interest prepaid Ьу the МFКR to subsidise agricultural
financing

222,244

l63,855
38б,099

Interest-free and below market interest rаtе loans

Duriпg 20l1-20l5 and 20l9 the Bank recognised gочеrпmепt grants arising from interest-free and below
mаrkеt interest rate loans provided Ьу the MFKR for provision of fiпапсе leases to customers (Note l9(c)).
Subsequent to initial recognition, the benefit is transferred to profit оr loss as interest iпсоmе очеr the period
to maturiý оГthе related loan portfolios,

Interest prepaid Ьу the МFКR to subsidise аgriсчltчrаl financing

Оп l2 January 20l3, the Government of the Куrgуz Republic approved the "Financing of agricultural sector"
project on provision of subsidised loans to the local barrks. Under this project. the Bank signed eight
аgrееmепts during 20lЗ-20l9 with the МFКR fоr а receipt of а subsidy with а purpose of рrочidЙg
gоvеmmепt assistance to agricultural producers for autumn-spring seeding, cattle Ьгееdiпg апd agricultural
processing in the kyrgyz Repubtic (Note l3). The Bank provides eligible agricultural рrоduсеrs with loans
at 6-10Yо реr аппum depending on the duration of loans, using its own funds. The MFKR provides additional
interest of 1|О/о реr аппum for loans issued in 20l'7: 8.З3О/о Per аппчm - for loans issued in 2018 апd'7.49о/о
реr аппum - fоr loans issued in 20l9. The МFкR makes annual рrерауmепts of additional interest fоr each
for the next twelve months periods of the issued loans duration. The Barrk recognizes such annual
рrерауmепts оп а monthly basis under "amortization of gочеrпmепt grant" caption in the statement of profit
оr loss and оthеr соmрrеhепsiче income (Note 5).

221.8l l

82;79l

--_---дl,бq2_
(а)

(ь)
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Thc МFКR in its turп has а right to mопitоr the рrореr usаgе of the provided funds and to request information
relating to thc lomrs issued uпdеr this рюjесt. If the МFКR is поt satisfied with the usage of the funds, the

funds may Ье withdгawn.

23 Other borrowed funds
The table below provides details of other borrowed funds as at 3 l DесеmЬеr 20 l 9 and 20 l 8:

Issue 2019 20l8
Сочпtеrраrtу Счrrепсy Interest rate date Maturity KGS'000 KGS'000

State Моrtgаgе Соmрапу
INCOFIN СЧВА l

INCOFIN CVBA 2

Russian-KyrgyzDevelopmentFund KGS

Russian-KyrgyzDevelopmentFund КGS
Russian-KyrgyzDevelopmentFund USD

Russian-KyгgyzDevelopmentFund KGS

Russian-KyrgyzDevelopmentFund USD

Russian-KyrgyzDevelopmentFund KGS

Russian-KyrgyzDevelopmentFund KGS

Russian-KyrgyzDevelopmentFund USD
Micro, Small & Medium Enterprises KGS
Bond S.A. 3

Вluеоrсhаrd Мiсrоfiпапсе Fчпd 2 EUR
Global Impact EUR
Ечrаsiап Development Bank USD
BAKUBAT Talas Welfare Fund KGS
publ ic Fuпd Rai Гfеisеп coooerative
Development Fuпd in Kyrgyzstan KUS

KGS '7оh-9уо l-Oct-lб l-FеЬ-3 l l,604,765 l,371,082
USD 5% 2З-ос1-1'7 23-0ct-2l 985,476 1,058,242

USD Liьоr+з% 26-АРЬ 26-дрr-22 70з.l4l .705.777

"";"1!" 3-sep-l5

6%,8% 5-Маг-lб
loA.3% 20-Ju1-1б
*Ъ"i!' з-Nоч-lб

|% 26-Ju1-1'7
*";"2!", 

26-Ju1-17

*;"2!' 
S-Mar-19

l%.з% 5-Mar-l9

l|% 24-Ju1-18

26-Dес-2З 297,586 426,62з
l-Nov-24 1'75,286 249,419

1 6-Dec-2 l 497 ,184 595,646

2'7-Juп-22 94,6з5 82,578
26-Ju1-22 121,35з 129,9з5

26-1tl|-22 р1,844 14,7,6з7

з56,897

251,124

з52,з16

4О/о l8-Ju1-18 20-Dec-22 811,800 670,з42
4У, 2-Nov- l8 2-Мау-22 ЗЗ7,З2l З46,25l

5.45О/о 8-Sep- l 7 9-Sep-20 l27 ,87З 256,899
4уо lO-Jarr-l9 l0-Jan-24 151,097

l0-1з% 26-Маr- 2о-Jап-22 409 54l
7,180,б94 7,001,369

5-Маr-24 
l 85,5l 2

5-Маr-24 90,503

24-Ju|-2| 
з59,184

ЖiiТъТi'& 
Medium Enterprises USD Libor+3% З-Jч1-18 l0-Ju1-22 

251.045

BlueOrchard Мiсrоfiпапсе Fuпd l USD Llbor+4Yo l5-MaY- l6-May-22 
264.080

(а) Loans frоm Rчssiап-Куrgуz Development Fчпd ("RKDF")

Оп 2 September 20l5 and 5 Маrсh 20lб within the рrоgrаm of RKDF fоr the provision of small and medium
enterprises with access to loan rеsоurсеs through commercial banks, the Bank signed two agreements with
the RKDF fоr KGS loans in the total amount of KGS 950,000 thousand. The loans should Ье provided only
fоr the рurроsеs specified in the loan аgrееmепts with the RKDF and to Ьоrrоwеrs meeting сеrtаiп cгiteria.
On l l Juty 2016, uпdеr the same рrоgrаm the Bank signed the third аgrееmепt with the RKDF fоr а USD
loan in the amount of USD l0,000,000. On 26 July 20l7, The Bank signed ап additional agreement with the
RKDF fоr а USD lоап of USD l ,500,000 fоr financing the "Intensive Gardens" рrоgrаm. In 20l9, the Вапk
signed апоthеr agreement with the RKDF fоr USD 5,000,000 чпdеr the existing рrоgrаm. The interest rаtе of
loans to customers, issued Ьу the Bank, should not exceed the interest rate at which the Bank borrowed funds
Ьу mоrе than 57о реr afinum (Note l3).

As thеге is по actual mаrkеt for this type of financing, provided Ьу intemational oгganisations, aimed to aid
the small and medium enterprises, operating in the specific sectors of economy, these RKDF loans rерrеSепt
а separate market segment. Accordingly, at the initial recognition the Bank considers that their fair value
represents the amounts received uпdеr the loan agreements, and considers them to Ье provided at market
interest rates.

As at 3l December 2019 the loans from RKDF wеrе collateralised Ьу loans to customers with а саrrуiпg
amount of KGS 3,082,643 thousand (Зl DесеmЬеr 2018: KGS 3,621,86l thousand) (Note l3) and
investments in securities with а саrrуiпg amount of KGS 391,033 thousand (3 1 DесеmЬеr 2018: попе)
(Note 14).
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Loan from State Mortgage Соmрапу

Under implementation of "АffоrdаЫе Housing 20l5-2020" Рrоgrаm (thе "Рrоgrаm") of the Government of
the Kyrgyz Republic, the Вапk signed а General Аgrееmепt fоr Соореrаtiоп with the State Могtgаgе
Company (he "SMC") оп l FеЬruаry 20l6. In ассоrdапсе with this аgrееmепt, the SMC will provide funds
to the Bank to issue and rеfiпапсе mortgage loans of the citizens оf the Kyrgyz Republic (Note l3). The
interest rate on mоrtgаgе loans issued Ьу the Bank should not exceed the interest rate оп loans received Ьу
the Bank Ьу mоrе than 5%. The Bank considers that these loans represent а separate market segment, and аге
thеrеfоrе оп mаrkеt terms.

Loans from iпtеrпаtiопаl miсrоfiпапсе companies

During 20l8 the Bank has signed пеw agreements with several international financial institutions. The
borrowed funds wеrе оЫаiпеd fоr financing small-medium enterprises. Оп 5 Мау 20l8 the Bank signed ап
agreement with BlueOrchad Мiсrоfiпапсе Соmрапу for the amount of USD 5 million fоr the реriоd of fоur
years with interest rate Libor +4Yо. Оп 1 luly 2011 the Bank signed ап agreement with Мiсrо. Small &
Medium Enterprises Bond S.A for the amount of USD 3 million with maturity in fоur уеаrs and interest rаtе
Libor+3%.

During 2018 and 2017 the Bank signed agreements with INCOFIN СVВА to receive loans of
USD l0,000,000 and USD l5.000,000 with interest rates Libor+3olo and 5% respectively.

Bakubat Talas Welfare Fчпd

During 2019 the Bank signed two agreements with Bakubat Talas Welfare Fund for а total amount of
KGS l50,000 thousand for development of small and medium business and agricultural projects in the Talas
region. The Bank provides loans not exceeding 4% of the interest rаtе paid to Bakubat Talas Welfare Fuпd.

covenants

As at З1 DесеmЬеr 2019, the Вапk was in breach of certain financial covenants prescribed Ьу the loan
аgrееmепts with the RKDF and international miсrоfiпапсе companies. As а result, the total outstanding
amount of these lenders for KGS 5,424,8З2 thousand became contractually due on demand, and is thеrеfоrе
presented in the "on demand and less than опе month" category of the liquidity risk disclosure (Note 26),
Based оп negotiations with these lenders, management consider that there аrе currently по indications the
contractual tеrms repayment terms will Ье amended as а result of these Ьrеасhеs. (Note 26).

Reconciliation of movements of liabilities to cash flows arising frоm financing activities

Liabilities

(с)

(d)

(е)

(0

Amounts due to the Amounts duе to the
Ministry of FinanceNational Bank of the

of the Kyrgyz Kyrgyz Republic
Republic (Note 19) (Note 20)

Оthеr
borrowed

funds
(Note 23) TotalKGS,000

Balance at l Jапчаrу 2019
Changes frоm fiпапсiпg cash flows
proceeds from amounts due to the
Ministry of Fiпапсе of the Kyrgyz
Republic
Repayment of amounts due to the
Ministry of Finance of the Kyrgyz
Republic
proceeds frоm amounts due to the
National Bank of the Kyrgyz Republic
Repayment of amounts due to the
National Bank of the Kyrgyz Republic
proceeds frоm other Ьоrrоwеd funds
Repayment ofother Ьоrrоwеd funds
Total changes frоm financing cash
florvs
Effect ofchдnges iп foreign exchange
rates
Other changes
Interest expenSe
Interest paid
Ваlдпсе as at 31 DесеmЬеr 2019

2.488.88 l

з52,500

(208,077)

2,|25,849 7,001,3б9 l1,616,099

300,000

(l,2з9,l00)

- 352,500

- (208,077)

- з00,000

- (l"239,100)
l,2 l5,453 l,2 l5,453
(99,7,3,79) (99,7,з19)

l44,423 (939,100) 218,074 (57б.б03)

(56) (3б,б4l) (J6,697)

62,978
(62,585)

,74.з8,7

(78,390)
з97,0,14 534,439

(з99,182) (540,157)
2,633,64l 1,182,746 7,180,694 10,997,08l

16



KGS,000

Effect ofchanges in fоrеigп
exchange rates

Оthеr changes

Interest expense

IntereSt paid
Balance as at 31 DесеmЬеr
20l8

24 Other liabilities

other fi nancial liabilities

Total other financial liabilities

Balance at l Jапчаry 2018 2,4з7,866 1.201,063 з,96з,5з2 - 7,602,46|
Changes frоm fiпапсiпg cash
flows
proceeds fiom amounts due to
the Ministry of Finance of the
Kyrgyz Republic 203,988 - 20З,988

Repayment of amounts due to
the Ministry of Fiпапсе of the
KyrgyzRepublic (l81,5l8) - (l81,5l8)
proceeds Iiom аmоuпts due to
the National Bank of the Kyrgz
Republic - 920,8ЗЗ 920.833
Repayment of amounts due to
the National Bank оГthе Kyrgyz
Republic
proceeds frоm other Ьоrrоwеd
funds з,9з2,660 - з,9з2,660
Repayment of other Ьоrrоwеd
funds (1,006,147) - (1,006,147)
Loan frоm the shаrеhоldеr - 1.000.000 1.000.000
Total changes frоm financing
cash flows 22,470 920,833 2,926,513 1,000,000 4,869,8lб

Aiyl Вапk OJSC
Notes to the Fiпапсiаl Statemeпtsfor the year епdеd 3] Deceпber 2019

Liabilities
Amounts due to Amounts due to
the Ministry of the National Other Lоап frоm
Fiпапсе ofthe Вапk ofthe Ьоrrоwеd the

Kyrgyz Republic Kyrgyz RерuЬliс funds shareholder
(Note 19) (Note 20) (Note 23) (Note 2t) Total

б5,763 - бб.078

63,330 92,2з4 298,596 - 454.160
(35,100) (88,28l) (25з,035) _ (376.416)

2,488,881 2,125,8,19 7,001,369 1,000,000 12,6|6,099

20l 9 20l8
KGS,000 кGS,000

ll,з2,7 38,885

11,327 38,885

зl5

Lease liabilities
vacation rеsеrче

Deferred tax liabilities
Оthег taxes payable

Precious metals deposits of customers
provision Гоr сrеdit related commitments

Income tax payable

other поп-fi nancial liabilities
Total other поп-fiпапсiаl liabilities
Total оthеr liabiIities

l47,736
з9,229 29,з59

35,806 38,459
29,55,7 47,988
l0,865,7,874 з4,|42

- 13.589

30,525 з2,178
301,592 l95,7l5
з l2,9l9 234,600
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Notes to the Fiпапсiаl Statemeпtsfor the year епdеd 3] December 20l9

Equiф

Issued capital

As at 31 December Z0lr9 the authorised, issued and outstanding share capital comprises
337,920 ordinary shares (3 l DесеmЬеr 2018: 226,8'76 KGS thousand). All shares hаче а поmiпаl чаlче of
КGS l0 thousand.

Оп 2l January 2019 ассоrdiпg to the Decision of the shareholder dated lб NочеmЬеr 2018, the Bank
trапsfеrrеd interest-free funds in thе amount of kGs l billion received frоm the shаrеhоldеr on 26 Dесеmьеr
20l8, to the Shаrе Capital Ьу issuing ап additional l00,000 shares (Note 2l).

Оп 29 March 2019 the Gепеrаl Meeting of Shareholders approved the issue of ап additional
l 1,044 ordinary shаrеs at their поmiпаl value through the trапsfеr of KGS l 10,044 thousand frоm retained
еаrпiпgs to share capital ofthe Bank.

The holders of оrdiпаry shares аrе entitled to receive dividends as declared from time to time and аrе entitled
to опе vote per share at аппuаl and general meetings ofthe Bank.

Additional paid-in capital

Since November 20 17 the Gочеrпmепt of the Kyrgyz Republic provided the Bank vehicles, office equipment
апd computers free of сhаrgе for tеmрrаrу use. The increase of additional paid-in capital of
KGS 496 thousand includes expenses fоr that рrореrtу, which is annually determined based on fair value of
assets, calculated Ьу independent appraiser.

Gепеrаl rеsеlче

According to the Сhаrtеr of the Bank, the Вапk creates rеsеrче frоm retained eamings which is not available
for future dividends payments. Тhе рчrроsе of the rеsеrче is to maintain liquidity and capital adequacy of the
Вшrk, iп case of worsening of profitability, to reinvest into operations and other purposes according to the
decision of the General Shareholder Meeting. The reserve mау also Ье used to сочеr for losses related to рriоr
periods which wеrе detected in the счrrепt period. As at 3l DесеmЬеr 2019 and 20l8 the gепеrаl rеsеrче
amounted to KGS l89,696 thousand and KGS l55,13l thousand, respectively.

Dividends

Dividends payable аrе restricted to the maximum retained eamings of the Bank, which аrе determined
according to the legislation of the Kyrgyz Republic. Оп 29 Маrсh 2019 Ьу the decision of the Gепеrаl Meeting
of the Shаrеhоldеr dividends fоr the total аmоuпt of KGS 2 l0,000 thousand (KGS 64З реr опе оrdiпаrу shаrе)
were declared (20l8: KGS 100,000 thousand (44l реr опе ordinary share)).

According to the NBKR Instruction "On establishment of capital adequacy standards for соmmеrсiаl banks
of the Kyrgyz RерuЫiс" approved Ьу the Resolution No. l 8/2 dated 2 l July 2004 of the Management Воагd
of the NBKR (last revised оп 27 DесеmЬеr 20l9), banks are not allowed to make decision оп payment of
dividends, if the "capital buffer" index calculated with due account of deduction of the amount of dividends
planned to Ье paid, is below the value established Ьу the NBKR. As at 3l December 20l9 the requirement
fоr the value of the capital Ьuffеr index was at the level of not less than 24% (2018:. at least 20%),.

Risk mапаgеmепt

Risk management policies and procedures

The Bank's risk mапаgеmепt policies aim to identifu. analyse апd mапаgе the risks faced Ьу the Bank, to set
аррrорriаtе risk limits and controls, and to mопitоr continuously risk levels and adherence to limits. Risk
management policies апd рrосеdчгеs аrе reviewed regularly to reflect changes in market conditions, products
and services offered апd emerging best practice.

The Воаrd of Dirесtоrs of the Bank has overall responsibility for the oversight of the risk management
frаmеwоrk including the following principal duties:

r determining the critical parameters fоr managing the risks that the Bank faces and determining acceptable
levels for these risks;

. supervision of the actions taken Ьу the Bank's management in оrdеr to detect, evaluate, mопitоr and
control risks;

. approval оflаrgе transactions equal to between 5% and 20% ofthe Bank's tota[ assets, depending оп the
паtчrе ofthe transaction, as well as all active operations with related paПies ofthe Bank.

(ь)

(с)

(d)
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The Board of Directors meets as necessary, but at least опсе а month.

The Management Воаrd of the Bank is responsible for monitoring and implementation of гisk mitigation
measures апd making sчrе that the Вапk ореrаtеs within the established гisk раrаmеtеrs Ьу delegating
authorities and determining who is responsible fоr the implementation of policies and рrосеduгеs to minimise
the Barrk's risks.

The Management Board meets as necessary, but at least опсе а week.

The assessment of the Bank's risks implies the detection and analysis of internal and ехtеrпаl factors which
influence the business activity of the Bank. This function is carried out Ьу the Bank's Risk Мапаgеr, who is
responSible fоr the general risk management, the implementation of risk management policies and рrосеdurеs,
and the сопtrоl of the methods used fоr identifuing, measuring! mапаgiпg and rероrtiпg both finarrcial and
non-financial risks. The Risk Мапаgеr rероrts directly to the Воаrd of Directors and reports potential increase
in banking risks monthly.

Credit. market and liquidity risks both at portfolio and transactional levels аrе managed and controlled
tlшоugh а system of Credit Committees, ап Asset and Liability Management Committee and а Liquidity
Committee. Iп оrdеr to facilitate efficient decision-making, the Bank has established а hierarchy of credit
committees depending оп the type and amount of the ехроsurе.

Credit committees bear the responsibility for approving and issuing loans within established limits. Credit
committees аrе divided between the Bank's credit committee and Вrапсh credit committees. credit
Committees аrе appointed Ьу the Board of Directors and have the following limits:

о Barrk's credit committee - authority to approve loarrs within the limits not exceeding the powers of the
Воаrd of Directors.

о Вrапсh credit committees - authority to аррrоче loans within an established limits up to kGs 1,400
thousand.

Дssеts апd Liabililies Committee (ALCO) - the mаiп responsibilities of the ALCO аrе the following:
regulation ofthe assets and liabilities structure to sustain liquidity, mаiпtепапсе ofinterest mаrgiп алd spread
stability, regulation of assets and liabilitics to comply with prudential поrms, operational risk management
related to financial instruments.

Liquidity Committee (LC) - the main objectives of the LC аrе the effective mапаgеmепt ofthe liquidity of the
Bank and making decisions оп treasury transactions within the limits established Ьу the ALCO. The LC's
principal responsibilities include:

r attracting апd allocating financial resources and exchanging assets on the interbank market;

с determining the allocation of the Barrk's short-terтn rеsоurсеs and the чоlumе of transactions iп foreign
сuгrепсiеs;

о establishing foreign счrгепсу buy and sell rates as well as the аmочпts ofassets and liabilities maintained
in foreign сurrепсiеs.

Both extemal and internal risk factors аrе identified arrd managed throughout the Bank's organisational
structure. Раrtiсчlаr attention is given to developing risk maps that аrе used to identify the full гапgе ofrisk
factors and sегvе as а basis fоr determining the level ofassurance очеr the счrrепt risk mitigation procedures.
Араrt frоm the standard credit апd market risk analysis, the Risk Management Department monitors financial
and non-financial risks Ьу holding rеgulаr meetings with operational units in оrdеr to obtain ехреrt judgments
in their аrеаs оГехреrtisе.

In ассоrdапсе with the requirements of the legislation of the Kyrgyz Republic, the Bank has formed а Risk
Management Committee.

(Ь) Market risk

Market risk is the гisk that the fair чаluе оr future cash flows of а financial instrument will fluctuate because
of changes in market prices. Market risk comprises счffепсу risk, interest rаtе risk and оthеr рriсе risks.
Market risk arises from ореп positions in interest rate, сurrепсу arrd equity financial instruments. which аrе
exposed to general and specific market movements and changes in the level of volatility of market рriсеs.

The objective of market risk management is to mапаgе and control market risk ехроsчrеs within acceptable
рагаmеtеrs, whilst optimizing the rеturп on risk.

Overall authority fоr mаrkеt risk is vested in the ALCO, which is chaired Ьу the Сhаirmап of the ALCO.
Market risk limits аrе approved Ьу ALCO based оп recommendations of the Risk Dераrtmепt.
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The Bank mапаgеs its market risk Ьу setting ореп position limits in relation to financial instruments, interest
rаtе maturity and сurrепсу positions and stop-loss limits. These аrе mопitоrеd оп а rеgчlаr basis апd reviewed
and approved Ьу the ALCO.

Iпterest rate risk

Interest rate risk is the risk that the fаir value оr future cash flows of а financial instrument will fluctuate
because ofchanges in market interest rates. The Bank is exposed to the effЪcts offluctuations in the prevailing
levels of market inteгest rates оп its fiпапсiаl position апd cash flows. Iпtегеst margins mау increase as а
result of such сhапgеý but mау also rеduсе оr create losses iп the event that unexpected movements occur.

50



Uqи:-(\ ьлv ! t=rЁ! ,==

dý iB
ъ ý rl св

ъФ
*L:чФ- аýиФý-h
Ё=t,а\и

ХбlлЗиЕ
i и :9D
:9

ýl о ФФ
с Ё L>l

v)l-

ýи
: .r

ý _у

_=о
*l:hо-|чое,аоёаtr

L.оа
_ёri
=-l

йvФё
о.
о-а
ооьоодь тЕ=]ло-

(*

ar

= --
-,Ф
dо
dL
й
d)!
0)

ё0

L

.ts

Е
ь0

!

ъ
о-

L
о.

d).зФ

ýи
ý_ч
ýо .:

ЕФо
Grуý;аЁg (,ý: }a

ёl

\э

гt

(.|ь
ai
lt]

i

d

tф+
oitnь

tn
.+
бl
ёl
ь

\оtи
tt

Ф\t
|а
ёl

ф

t
la
бl

ф!f,

ь
ф

ёл

бл
фЁ

ь
\оq
t
ч

ь
о\

la

о\
ёл

\о

о\
\о
ф
a.)
бl
\о

бlоt*\оýь**<f+o\c.lqчl\о.\чс1ф+Фс,tФ*Фьффф*a{Ё\о--
<fci-гt

!f,
г-ьt
ф
бl

ý
о\
Ё

о\ф
ёl

|л

tфф

|лЁ
о\

фф
l.]

ф
о\

г*

aа

d

со.:э
иfз

.9 '.J. э,:

.= ]о-Ф' - lцмJ a*

= Е ,Эr,,ý Ё -n9 l:ro3Е - бЁ ь
ч Ф ЁLу

tЕ?о-Ф
. о; d/-с
б т f ?.-
- ,л i:? -!€ ! 9д Е- = -:;(€ б ,._ ощ,r!

= tr9!=9а F2Ф=
Ejj з д_Ц:Е; ,3

iЭ ,.?- цii2ц:=,=к-56 ФЁ,',ЕЕr -< L it И Ч б - - -=+У о ij 9 б,;==€.=
, 

= 
Ё й iJ 

= 

э л л--

iýЬсъ l4jj=::dE2эа'='6 Э,о б ч ч 
'';слэЕIбЁ -;;й..ХЁl_ сб5я:,_ rJ-77/l-Ь !rзi- БFБi=;;

= 
q , а ; 9 l 4 ё-z,,,,! !л v) (d э э a= -; Ф = с с==

к < UJJ:o JДQ<<оо

\о оо о\ о\ оФбl*c.l-\oс!ýчlчч,}.Ф оиоФ ФФоо\ о-ч\о о\ с{

о\Oо,dIь- Ё
*'
о\-l:
cn

I a.l\o | | l
гt г-

+ --i
ч.tьЁ

l <,ф . h l
.i .п о\

oi oiфr)
о\

|ý+ |о\пп пФп о\
бiЁ dо. .+ о\Фь \о
o]

|<fьЁоо 
'Фьь+Ф"V}qа

ci+n\oо\пО\очф о-

| о\\ОИ)фо,Оь-+-ьо\и)Ф\оФ
ro+гt*
<f

о]\оп | о,ь-ио. ьо{q.1 V) Ё_r}Фо\ь \с)*ciо.l- +Ё..l=f- пп

l | <.ь l
б] оочч
c.l \о
c-l о\

l lO-

фь
ФФ
Ёгt

| |Фбl

ф\о
Ооaнь

l | ф- |

Ё c.l

:

ь ' tf,+oo+ \оФ,\о
п \офh
,j Ёсidci r)+oo.lч



N

-lNlфl
\+lo\l.+l
йl
Nl

.lиI
эl
tl
фl

.l
о\l

.ф

Ё
N
о,
гtь

|л

N
ёl

aiь
о\la
ф

бооtо\о\Ф

-Ooas\oOn.^looooc7)O
la)сiOопЁО
Ф<f,оaбlоФ

бiоiciгjJ

c.llnc!llo
-oi oaO
1чч Ф-
+Ф\\оОфо\-Очо, о-

\о

со,;=Ф==
.9 d 9=
.=ýо-
JФi;dj.= ,i ЕйЕ E-fiо_
i б ё+У
,:=1)
L э а ?,5

9.лЁ.=J
ъ:iоLLЁс tr,:аЯ(d..
,-g:z ё'^ а'б

9 а Б х.9 б бF_o t е д.Е,; э
=-? := п:>2g?
.: '^i. а з 

' 
Ё о, о, Ёт

=iaоЧб-с-с,5ао-; 2 9^ jJ и J р ц=
Odё>.=9Ё=з=i;;z9й._:r_=ФФ>F
Q а - Ё \ = = Б=

il i 
- б о 'J J F с

=аъЕлб-,.бФй;==Lсб:с-=-77;Еа-я;ссИ чбР ЗЗь;
v;,а-aa2_-]О=trс=aу х < U j j: J о о < < oJ

ш,.

LЁ
G!

о
6)
L

Ф
с]

la

Ер
{. !,)

z

о
|п

Uo\и:ъ:ýJr(р
dý

t
ý

\.о

a

ý

о

оа

l-rOl\O
поm\Ф_+\оФ a.la.i оa

|иЁlьЁ+ф
чч V,l
+Ф,п
clг-\oпо\ч

Ф

|ёlmьс.l
mбlФо\офф+
od { ,d c,i\оп-и)q.iчч
ф

|о+
'+ФФ\ёлоаоФОоо
пФФ

ь.+Ф\с.lооdбlýппq.}о-ч*\оФо\оо
hоф Ф+

О\О\ФООф-фd
с!ýпоФ
0aýг-Оис.)0ог-r)
ri ad di

\oo, 1l
бl-+.Ё
d

di

о\mФ*Фо\
г-*
0ai

' +о.ФьффФг-+Ё

пф
dЁчо*
о\ C,lci с.)ч++

ф|б|о\Фсч с]*ý
фа

п|\о*\об]пv} qч
a.| иl о\
d} фоо
c.l

Nt

Фё
l

бt

г-



(ii)

Aiyl Вапk OISC
Notes to the Fiпапсiаl StatemeпtsJor the year епdеd 3] DесеmЬеr 20]9

Дvеrаgе iпterest rates

The table below displays ачеrаgе effective interest rates fоr interest bearing assets and liabilities as at
3l DесеmЬеr 20l9 and 20l8. These interest rates аrе ап approximation of the yields to maturity of these
assets and liabilities.

20l9 20l 8
Average effective interest rate, Average effective interest rаtе,

Оthеr Other
счrrепсiеsKGS USD счrrепсiеs KGS USD

Interest Ьеаriпg assets
Cash and cash equivalents

Loans to customers

Investments in securities

Interest Ьеаriпg liabilities
Deposits and balances frоm banks and
оthеr fi nancial institutions
Current accounts and deposits from
customers
- Теrm deposits

8.79

9.56 з.7,7 5.29

Amounts due to the Ministry of
Fiпапсе of the Kyrgyz Republic З.9l 3.00
Amounts due to the National Bank of
the Куrgуz Republic
оthеr Ьоrrоrчеd funds

2.0з

15.09 9.9l
l0.4

5.2|

7.25 4.з5

8.5 7

з.,7,7

3.9

16.21 9.97
l 1.6l

- 1.06

l1.17 з.7з

5.56 2.80

5.20

7.10 4.55

5.9l

3,,7,7

20l8
кGS,000

(iii) Interest rate seпsitivity aпalysis

The management of interest rаtе risk based оп interest rate gap analysis is supplemented Ьу monitoring the
sensitivity of financial assets and liabilities. Ап analysis of sensitivity of рrоfit оr loss and equity (net of
ta,xes) to changes in interest rates (rерriсiпg risk) based оп а simplified scenario of а l00 basis point (Ьр)
symmetrical fall оr risе in all yield curves апd positions ofinterest-bearing assets and liabilities existing as at
3 l December 20l9 and 20 l 8 is as follows:

20|9
KGS,000

l00 Ьр parallel fall
l00 Ьр раrаllеl risе

ý ý)q (26,849)
(5,529) 26,849

(iv) Сurrепсу risk

The Bank has assets and liabilities denominated in several foreign сurrепсiеs.

сurrепсу risk is the risk that the fair value оr future cash flows of а financial instrument will fluctuate because
of changes in foreign счrrепсу ехсhапgе rates. Although the Bank hedges its exposure to сurrепсу risk, such
activities do not qualiff as hedging relationships in ассоrdапсе with IFRS,
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Notes to the Fiпапсiаl StateпeпtsJor the year епdеd 3 l December 20]9

The following table shows the foreign счrrепсу exposure structure of financial assets and liabilities as at
3l DесеmЬеr 20l9:

KGS

KGS,000

Other
USD currencies Total

KGS,000 KGS,000 KGS,000
ASSETS
Cash and cash equivalents

Loans and advances to banks and
other financial institutions

Loans to customers

Investments in securities

оthеr financial assets

Total assets

4,02з,l72

l5.094,751

2,635.719

60,094

2l,8l3,73б

2,1 84,089

4l8

3,033,1 l5

6,2зз

,rrs"

522,965

902,66з

14.241.

1,439,869

6"lз0,226

4l8
l9,030.529

2.6з5.119

80.568

28,477,460

LIЛBILITIES
Deposits and balances from banks
and оthеr financial institutions l54,I82
Current accounts and deposits from
customers 12.485,зз4

Amounts due to the Ministry of
Fiпапсе of the Kyrgyz Republic 2.545,087
Amounts due to the National Bank
of the Кугgуz Republic

other borrowed funds

оthег fi nancial liabilities

Total liabilities

Net position

88,554

1,182"746

2,89l,368

ll,з27
|9,270,044 4,671,136 1,475,б59

2,543,692 552,719 (35,790)

5 5,540

l,з86,837

з, l40,205

24,|90

302,348

1,149,|2l

2зз.9l2

l4.174.5l9

2.633,64l

l . l 82.746

7,1 80.694

11,327

25,41б,839

3,060,62l
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Notes to the FiпапсiаI Stаtепепlsfоr the year епdеd 3 ] December 20]9

The following table shows the foreign сurrепсу ехроsчrе structure of financial assets and liabilities as at
3l DесеmЬеr 20l8:

KGS

KGS,000

USD

KGS,000

оthеr
счrrепсiеs

KGS,000

Total

KGS,000
ASSETS
Cash апd cash equivalents

Loans and advances to banks and
other fi nancial institutions

Loans to customers

Investments in securities

оthеr financial assets

Total assets

з.502,72з

lз,66з,712

3.5з 7,828

l08.5l б

20,8l2,779

l,889,368

419

4,282,00l

9,08l

6, l 80,8б9

4l6,198

808,870

lз"766

1,238,834

5,808,289

4l9
l 8,754,583

3,5з 7,828

l з l,з63

28,232,482

LIABILITIES
Deposits and balances frоm banks
and оthеr financial institutions

Сurrепt accounts and deposits from
customers

Amounts due to the Ministry of
Fiпапсе of the Kyrgyz Republic

Amounts due to the National Bank
of the Kyrgyz Republic

other borrowed funds

Loan frоm the shareholder

оthеr fi nancial liabilities

Total Iiabilities

Net position

97,09,7

10,3зз,497

2,467,605

2,|25,849

2,634,7,73

l,000,000

3 8,8з0

8,032

2,064,577

21,276

3,349,999

30,з90

з45,134

l,0 l 6,597

l35,5l9

|2,743,208

2,488,88l

2.125,849

7,001,369

l,000,000

3 8,88555

l8,697,651 5,443,884 1,392,176 25,533,7l l
2.1 15.128 7.16_qяý /lýl lJrl ,' (оа 7"l

А weakening of the KGS, as indicated below, against the following currencies at 3 l DесеmЬеr 20l9 and 20l8
would have increased (decгeased) equity and ргоfit оr loss Ьу the amounts shown below. This analysis is on
net of tax basis and is based on foreign сurтепсу exchange rаtе variances that the Вапk consideied to Ье
rеаsопаьlу possible at the епd of the reporling period. The analysis tБsumes that all оthеr variables, in
particular interest rates, rеmаiп constant.

20l9
KGS,000

20 l8
KGS,000

30% appreciation of USD against KGS
30О% appreciation of оthеr счrrепсiеs against KGS

l49.2з4 l98.986

(с)

(9.663) (41.402)

А strengthening of the KGS against the above счrrепсiеs at 3l DесеmЬеr 20l9 and 20l8 would hаче had the
equal but opposite effect on the аьоче сurгепсiеs to the amounts shown above, оп the basis that all other
чагiаьlеs rеmаiп constant.

credit risk

credit risk is the risk of financial loss to the Bank if а customer оr сочпtеrраrtу to а financial instrument fails
to meet its contractual obligations. The Bank has po|icies and procedures for the management of credit
exposures (both for recognised financial assets апd unrecognised contractual соmmitmЪпts), including
guidelines to limit portfolio concentration and the establishment of а credit committee, which actively
monitors credit risk. The credit policy is reviewed arrd арргочеd Ьу the Board of Directors.
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Thecreditpolicyestablishes: 
NоlеStоthеFiпапсiаlStаtеmепlsfоrlhеуеаrепdеd3] DесеmЬеr20]9

. рrосеdurеs for review and approval ofloan applications;

о methodology for the сrеdit assessment of Ьоrrоwегs;

о methodology for the evaluation of collateral;

. creditdocumentationrequirements;

о procedures for the ongoing monitoгing ofloans and other credit exposures.

The Bank continuously monitors the реrгоrmаrrсе of individual сrеdit ехроsuгеs and regularly reassesses the
creditworthiness of its customers. The review is based оп the customer's most recent financial statements and
other information submitted Ьу the Ьоrrоwеr, оr otherwise obtained Ьу the Bank.

The сurrепt mаrkеt value ofcollateral is regularly assessed Ьу the Bank's specialists, and in the ечепt of
negative movements in market рriсеs the Ьоrrоwеr is usually requested to put up additional security.

Араrt frоm individual customer analysis, the credit portfolio is assessed Ьу the Risk DepaTtment with rеgаrd
to credit сопсепtrаtiоп arrd market risks.

The maximum ехроsurе to credit risk is generally reflected in the carrying amounts of financial assets оп the
Statement of financial position and unrecognised contractual commitments. The impact of possible netting of
assets and liabilities to reduce potential credit exposure is not sipificant.

The maximum ехроsurе to credit risk frоm financial assets at the rероrtiпg date is as follows:

20l9
KGS,000

20l8
KGS,000

ASSETS
Nоstrо accounts and cash equivalents

Loans and advances to banks and other fiпапсiаl institutions

Loans to сustоmеrs

Investments iп securities

оthеr financial assets

5,2l1,75,7

4l8
l9,0з0,529

2.6з5,,719

|l,з27

4,62l',|82

4l9
l 8,754,583

3,5з 7,828

|44,55з

(d)

26,889,750 27,058,5б5

Fоr the analysis of collateral held against loans to customers and concentration of credit risk in respect of
loans to customers rеfеr to Note l3.

The maximum exposure to credit risk frоm unrecognised сопtrасfuаl commitments at the reporting date is
presented in Note 28.

As at З l December 2019 md 20l 8 the Bank has one debtor, credit risk ехроsчге to whom exceeds l0% of
maximum credit risk exposure. The credit risk exposure for this debtor as at 3l December 2019 is
KGS 3,231,098 thousand (20l8: KGS 2,666,З86 thousand).

Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations aýsociated with its
financial liabilities that аrе settled Ьу delivering cash оr апоthеr financial asset. Liquidigz risk exists when
the maturities of assets and liabilities do not match. The matching and or controlled mismatching of the
maturities and interest rates of assets and liabilities is fundamental to liquidity management. It is чпuъuаl for
financial institutions еvеr to Ье completely matched since business transacted is often of an uпсеrtаiп tегm
and ofdifferent types. Ап unmatched position potentially enhances profitability, but сап also iпсrеаsе the risk
of losses.

The Bank maintains liquidity management with the objective of ensuring that funds will Ье available at all
times to hопоr all cash flow obligations as they Ьесоmе due. The liquidity policy is reviewed and approved
Ьу the Воаrd of Directoгs.
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Notes to the Fiпапсiаl Stalemeпtsfor the year епdеd 3] DесеmЬеr 20]9

The Bank seeks to actively support а diversified and stable funding base comprising debt securities in issuc,
long-term and short-term loans frоm оthеr banks, соrе соrрrаtе and rеtаil customer deposits, accompanied
ЬУ diversified portfolios of highly liquid assets, in оrdеr to Ье able to respond quickly and smoothly to
unforeseen liquidity requirements.

The liquidity management policy requires:

projecting cash flows Ьу mаjоr сurгепсiеs and considering the level of liquid assets песеssаrу iп relation
thereto;

о maintaining а diverse rапgе of funding sочrсеs;

. managing the сопсепtrаtiоп and рrоfilе of debts;

о maintaining debt finarrcing plans;

maintaining а portfolio of highly marketable assets that сап easily Ье liquidated as protection against
апу interruption to cash flow;

r maintaining liquidity and funding contingency plans;

о monitoring liquidiф гаtiоs against regulatory requirements.

The Liquidity Committee саrriеs out daily monitoring of the liquidity position and реrfоrms regular "stress
tests" taking into the account чаriоus possible mаrkеt development scenarios both in поrmаl and adverse
conditions. Uпdеr поrmаl market conditions, liquidity reports covering the liquidity of the Bank аrе
presented to the Management of the Bank оп а daily basis. Decisions оп the Bank's liquidity management
аrе made Ьу the ALco arrd implemented Ьу the Lc and Тrеаsury Department of the Barrk.

Based on StreSS testing results and historical data оп diversified апd stable funding base, as well as poпfolio
оГlопgеr maturity highly liquid assets easily convertible to cash, such as investment securities, Management
estimates that the Вапk has sufficient liquidiф to сочеr negative liquidity gap чр to l month, without
incurring unacceptable losses оr risking damage to the Barrks's reputation.

The Bank also calculates mandatory liquidity ratios in ассоrdапсе with the requirements of the NBKR.

The following tables show the undiscounted cash flows on financial assets. liabilities and credit-related
commitments оп the basis of their earliest possible contractual maturity. Тhе total gross inflow апd outflow
disclosed in the tables is the contractual, undiscounted cash flow on the financial assets, liability оr credit
related commitment. Fоr issued financial guarantee contracts, the maximum amount of the guаrапtее is
allocated to the earliest period in which the guarantee can Ье called.
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Дiуl Вапk OJSC
Noles to lhe Fiпапсiаl Stateпenlsfor the уеаr епdеd 3] December 20]9

In ассоrdапсе with legislation of the Kyrgyz Republic, individuals can withdraw their tеrm deposits at апу
time, losing in most of the cases the accrued interest. These deposits аrе classified in ассоrdапсе with set
terms of maturity in contracts. Contractual maturities of tеrm deposits, included in счпепt accounts and
deposits frоm customers above. are as follows:

20l9
KGS,000

20l8
KGS,000

Demand and less than l month
Frоmltозmопths
Frоm З to 12 months
More than l уеаr

з48,528

42о,892

|,969,6з2
l ,704, l 84

24l,37 4

502,з72

3, l 00,260

|,202,874

5,04б,8804,,l4J,236

The table above contains information оп the contractual undiscounted cash flows relating to non-derivative
fiпапсiа| liabitities rеfеrriпg to the earliest possible contractual date of mаtчriф.

The following tables provide ап analysis, Ьу expected maturities, of amounts recognised in the statement of
fiпаrrсiаl position.

Management expects that the cash flows frоm сеrtаiп financial assets and liabilities will Ье different from their
contractual terms еithеr because management has the discretionary ability to marrage the cash flows оr because
past ехреriепсе indicates that cash flows will differ frоm contractual tеrms.

In the tables below these assets апd liabilities аге presented оп а discounted basis and аrе based оп their
expected cash flows:
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Aiyl Вапk OJSC
Noles to the Fiпапсiаl Stаtеmепts|оr the year епdеd 3] December 20]9

Credit quality of оthеr contingent liabilities

The following table provides iпfоrmаtiоп оп the credit quality of the contingent liabilities as at
31 DесеmЬеr 2019 and 3 l DесеmЬеr 2018.

20l9 20l 8
Stage 1 Total Stage l Total

credit relaled соmпitmепts

Loan and credit line commitments
overdrafts
Guarantees
Total credit related commitments
Loss allowance

As at 3l DесеmЬеr 2019 апd 20l8 the Bank
related commitments.

з56,37 5 з56,з7 5

4з.l lз 4з.l lз

l l5,18l
5,1 80

54,567

l l5,18l
5,1 80

54,567

l74,928
(648)

|74,928
(648)

J99,488 399,488
(з4.142) (з4,142)

29

(а)

did not have significant credit concentrations related to credit

Contingencies
Iпsчrапсе

The insurance industry iп the kyrgyz Republic is in а developing state апd mапу fогms of insurance protection
соmmоп in other parts ofthe wоrld аrе not yet generally available. The Bank does not have full coverage for
its premises and equipment, business iпtеrruрtiоп, оr third раПу liability in respect of p.operiy о.
епvirопmепtаl damage arising from accidents оп its property оr relating to operations. until the Bank obtains
adequate iпsurапсе соvеrаgе, thеrе is а risk that the loss оr destruction ofcertain assets could have а material
adverse effect оп operations and financial position.

Litigation

Management is uпаwаrе of any significant actual, pending оr threatened claims against the Bд1rk.

Taxation contingencies

The taxation system in the Kyrgyz Republic is relatively new and is сhаrасtеrisеd Ьу frequent changes in
legislation, official рrопоuпсеmепts and court decisions, which аrе often unclear, contradictory and sublect to
varying interpretation Ьу different tax authorities, including орiпiопs with respect to IFRs trеаtmъпt of
revenues! expenses and оthеr items in the financial Statements. Taxes аrе subject to review and investigation
Ьу а пumЬеr ofauthoгities, which have the authority to impose severe fines, penalties and interest сhаrýеs. Д
tax уеаr rеmаiпs open fоr review Ьу the tax authorities during the thrее subsequent calendar years; hоЙечеr,
under certain circumstances а tax уеаr mау remain open fоr six саlепdаr years.

These сiгсumstапсеS mау сrеаtе tax risks in the Куrgуz Republic that аrе substantially mоrе significarrt than
in other countries. Management believes that it has provided adequately fоr tax iiabilities based on its
interpretations of applicable kyrgyzstan tax legislation, official pronoun"em"nts and соurt decisions.
ноwеvеr, the interpretations ofthe relevant authorities could differ and the effect оп these financial statements,
ifthe authorities wеrе successful in enforcing their interpretations, could Ье significant.

Related party transactions
Control relationship

The Bank's ultimate controlling party is the Gочеrпmепt of the KyrgyzRepublic through the State Рrореrtу
Management Fund uпdеr the Government of the kyrgyzRepublic. No publicly ачаilаые financial stаtейепts
аrе produced Ьу the Bank's ultimate controlling раrtу.

Transactions with the mеmЬеrs of the Board of Directors дпd the Management Board
Total rеmuпеrаtiоп included in реrsоппеl expenses fоr the rероrtiпg periods ended
3 l DесеmЬеr 20 l 9 and 20 l 8 is as follows:

20l9
KGS,000

20l8
KGS,000

(ь)

(с)
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(а)

(ь)

Board of Directors mеmьеrs
Management Board members

3,7l5 4.894
20.169 16.084
23,884 20,978
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The outstanding balances and ачеrаgе interest rates as at 3 l December 20 1 9 and 20 l 8 fоr transactions with the

members of the Воаrd of Dirесtоrs and the Management Board аrе as follows:

Average
interest rate, 2018

Дчеrаgе
interest rate,

о//о
20t 9

кGS,000 о/о KGS'000

statement of financial
position
Сurrепt accounts and deposits
frоm customers 5,878 8.|,7о/, 5,l 50

(с) Other related party transactions

other related parties include the Gочеrпmспt of the Куrryz Republic and оthеr state-owned entities. The

outstanding balances and the related ачеrаgе interest rates as at 3 l DесеmЬеr 20l9 and 20l 8 and related profit

оr loss amounts of transactions fоr the reporting periods ended 3 l December 20 l 9 and 20 l 8 with оthеr related

parties аrе as follows.

Average
2019 interest rate,

KGS'000 о/о

Average
2018 interest rate,

KGS'000 '/,
Statement of financial position
лSSЕтS
Cash and cash equivalents
- In KGS
Loans to customers
- In KGS
Investments in securities
- In KGS
other assets
- In KGS
LIЛBtLITIES
Current accounts and deposits frоm
customers
- In KGS
- In USD
- lп other сurrепсу
Amounts due to the Ministry of
Fiпапсе of the Kyrgyz Republic
- Iп KGS
- In USD
Amounts due to the National Bank of
the Kyrgyz Republic
- In KGS

- In KGS
- Iп USD
State Moпgage Соmрапу
- In KGS

3,23l,098

84,800

2,6з5,719

39,656

6.03l,490
54l ,31 5

l1,8l0

2,545,087
88,554

|,|82,146

874,86з

709,640

1,604,765

2,666,з86

35,42l.

3,537,828

88,1 75

3,730,885
l ,049,65l

2,386

2,467,605
2|,276

2,|25,849

l,000,000

386,099

906,25,7
,725,58|

l,з71,082

2.00

l3.33

l0.40

3.90

l3.43

9. 10

l0.12
,:о

з.96
3.00

5.20

6.44

1.06

8.92

l0.40
,,:о

J.J /

2.80

Lоап Гrоm the shareholder
- lп KGS
Government grапt
- In KGS з04,602
Amounts due to the Russian-Kyrgyz
Development Fчпd

5.20

7.00

6.85

1.00
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Amounts included in profit and loss in relation to transactions with the other related parties аrе as follows:

20l 9
KGS,000

Profit(loss)
Iпtегеst income
Amortisation of govemment grant
IntereSt expense
Fее and commission income
Fее and commission expense
Operating expenses

20l8
KGS,000

68l .070
22.200

(362.979)
9,749

(з6,2|4)
( 1 30.536)

603,760
22,425

(584,699)
13,340
(4,2l 8)

(142,50l)

frоm MFKR (Notes 4

233.912
l 4. l 97.686

2,63з,64l

l,|82,7 46
304,602

7, l 80,694
ll,з2,7 |l ,з2,7

25,721,441 25,744,608

Interest income includes amortisation of gочеrпmепt gгапt frоm subsidized interest
апd 22).

31

Amortisation of government grапt rерrеsепts amortisation of government grant frоm zerolbelow market
interest rаtе loarrs provided Ьу MFKR for provision of finance leases to customers
(Notes l9 апd22),

Financial assets and liabilities: fair values and accounting classifications
The contractual fчtчrе cash flows relating to amounts due to the Ministry of Fiпапсе of the Kyrgyz Republic
rесеiчеd interest-free оr at below-market rate fоr provision offinance leases to customers аrе discounted at the
mаrkеt rаtе of interest for the similar borrowings received Ьу the Bank uпdеr governmental development
programs (Notes l9 апd22), in оrdеr to estimate thеir fair value on initial recognition Amounts due to the
National Bank of the Kyrgyz Republic and оthеr Ьоrrоwiпgs аrе not discounted оп initial recognition as they
аrе provided at mаrkеt rаtеs (Notes 20 and 23).

Management believes that borrowing received Ьу the Bank frоm the RKDF represent а separate market
segment оГЬоrrоwiпgs aimed at development of the Kyrgyz есопоmу Ьу provision of fачоurаЬlе financing to

the small and medium businesses and agricultural producers in the Kyrryz Republic.

Management believes that loans issued under the project subsidised Ьу the MFKR provided to agricultural
producers al 6-10Уо реr аппum rерrеSепt а Sерагаtе market segment of loans aimed to provide govemment
assistance to agricultural рrоdчсеrs for autumn-spring seeding, cattle breeding and agricultural processing in
the Kyrgyz Republic (Notes l3 апd22).

Management believes that loa.rrs issued under the project "Development of regions" financed Ьу the МFКR
provided to SME in rеmоtе regions of the Куrgуz Republic at 6-|0Уо реr аппчm rерrеSепt а separate market
segment оГ loans aimed to economic development of remote regions of the Kyrgyz Republic
(Notes lЗ and l9).

(а) Accounting classifications апd fаir values

The table below sets out the саrrуiпg amounts and fair values offinancial assets and fiпапсiаl liabilities as at
3l DесеmЬеr20l9:

Total саrrуiпg
KGS,000
Cash апd cash equivalents
Loans and advances to banks and оthеr fiпапсiаl
institution
Loans to customers
Investments in securities
оthеr financial assets

Deposits and balances from banks and other
flnancial institutions
Current accounts and deposits frоm customers
Amounts due to the Ministry of Fiпапсе of the
Kyrgyz Republic
Amounts due to the National Bank of the Kyrgyz
Republic
Government grant
other borrowed funds
other fi nancial liabilities

Amortised cost аmочпt Fаir value
6,7з0,226 6,7з0,226 6,,7з0,226

4l8 4l8 4l8

l9,030,529 l9,030,529 19,|42,74|
2,6з5,719 2,6з5"719 2,6з5,7 |9

80,568 80,568 80,568
28,471,460 28,417,460 28,589,672

2зз,9l2
l4,174,519

2,6зз,64|

l,|82,746
304,602

7, l 80,694
ll,з27

2зз,912
l4,174,5l9

2,6зз,64l

|,|82,146
з04,602

7, l 80,694

25,721,44l
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The table below sets out the саrrуiпg amounts and fаir values offinancial assets and financial liabilities as at

З l DесеmЬеr 20l8:

Total саrrуiпg
KGS,000
Cash and cash equivalents

Loans and advances to banks and other financial
institutions

Loans to customers

Investments in securities

оthеr financial assets

Deposits and balances fгоm banks and оthеr
financial institutions

Счггепt accounts and deposits from customers

Amounts due to the Ministry of Finance of the
Kyrgyz Republic
Amounts due to the National Bank of the Kyrgyz
Republic
Gочеrпmепt grапt

оthеr Ьоrrоwеd funds

Loan frоm the shагеhоldеr

other financial liabilities

Amortised cost amount Fаir чаlче

5,808,289

419

l8,754,583

3,537,828

lзl,з63

5,808,289

419

l 8,754,5 83

3,5з7,828

l з l,збз

5,808,289

4l9
l 8,622,2l 8

3,53 7,828

lзl,363
28,232,482

l35,5l9
l2,,74з,208

2.488,88l

2. l 25.849

3 86.099

7,001 ,з69
1.000.000

3 8.885

28,232,182 28,100,1 l7

1з5,5 l9
l2"74з,208

2,488,88l

2,125,849

з86,099

7,00l,369
1,000,000

38,885

lз5,5l9
|2,6|з,225

2,488,88l

2,125,849

386,099

6,999"7з8

1,000,000

3 8,885

(ь)

25,919,810 25,919,810 25,788,19б

The estimates of fаir value аrе intended to approximate the price that would Ье received to sell an asset оr paid
to trапsfеr а liability in an orderly transaction between market participants at the measurement date. Ноwечеr
given the uncertainties and the use ofsubjectivejudgment, the fair чаluе should not Ье interpreted as being
realisable in an immediate sale of the assets оr settlement of liabilities.

Fаir values of financial assets and financial liabilities that аrе tгaded in active markets are based оп quoted
market prices оr dealer рriсе quotations.

Fаir value hierarchy

The Bank mеаsurеs fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements:

о Level l: quoted market рriсе (unadjusted) iп arr active market fоr ап identical instrument.

о Level 2: inputs оthеr than quotes prices included within Level l that аrе observable either directly (i.e.,

as prices) оr indirectly (i.e., derived from prices). This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted prices fоr similar instruments in
markets that аrе considered less than active; оr оthеr valuation techniques whеrе all significant inputs
аrе directly оr indirectly оЬsеrчаЬlе from market data.

о Level 3: inputs that are unobservable. This category includes all instruments whеrе the valuation
technique includes inputs not based оп observable data and the unobservable inputs have а significant
effect on the instrument's valuation. This category includes instruments that аrе valued based оп quoted
prices for similar instruments where significant unobservable adjustments оr assumptions аrе required
to reflect differences between the instruments.
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The following table analyses the fair value of financial instrumcnts not meaýured at fair value, Ьу the level inthe fair value hiеrаrсhу into which each fаir value mеаsuгеmепt is categorled as at
3l DесеmЬеr 20l9:

KGS,000
Cash and cash equivalents
Loans and advances to banks апd оthеr
fiпапсiаl institutions
Investments in securities
Loans to customers
other financial assets

Deposits and balances frоm banks and оthеr
financial institutions
Счrrепt accounts and deposits frоm customers
Amounts due to the Ministry of Finance of the
Kyrgyz Republic
Amounts due to the National Bank of the
Kyrgyz Republic
Gочеrпmепt grant
оthеr fi папсiаl liabilities

KGS,000
Cash and cash equivalents
Investments in securities
Loans and advances to banks апd оthеr
flnancial institutions
Loans to customers
other financial assets

Deposits and balances frоm banks and other
financial institutions
Сurrепt accounts and deposits frоm
customers

Amounts due to the National Bank of the
Kyrgyz Republic
Government grапt
Loan Гrоm the shareholder
оthеr fi nancial liabilities

Level 2

6;7з0.226
Level J

4l8
2,635.7l9

l8,021,8l7 1,120,924

27,468,748 1,120,924

2зз.9l2
I4,I97.686

2.633,64l

Fair чаlче
6^7зо,226

Total саrrуiпg
аmочпt
6,7з0,226

4l8 418
2,6з5,719 2,6з5"7 |9

|9,142"74| l9,030,529
80,568 80,568

28,589,672 28,477,460

23з,9|2 2зз,912
l4, l97,686 14,174,519

2,6зз,641 2,6з3,64|

|,182"746 - 1,182,746 1.182.746
з04,602 - 304,602 з04,602

The following table analyses the fair value of financial instruments not measured at fair value, Ьу the level in
the fаir value hierarchy into which each fair value measurement is categorized as at
З l December 20l 8:

Level 3

4l9 4l9 4l9
17"795,1l7 827,10l l8,622,218 l8,754,583

27,2ъ,бlб sи,10, ,sJ00,1п ж,2п,4u

Level 2

5,808,289
3,5 37,828

l 35,5 l9

12,6lз,225

2,|25,849

з 86.099
1,000,000

- 135,5 19

- 12,6lз,225

- 2,488,880

- 2,125,849

- 386,099

Total саrrуiпg
Fаir чаlче аmочпt
5,808,289 5.808.289
3,537.828 3.537.828

l35,5l9

l2,74з,208

2,488,88l

2,125,849
3 86,099_ l,000,000 1.000.000

ft}Шlliý#theмinistv 
of Fiпапсе of 

2,488,880

32 Subsequent events
оп l 1 Маrсh 2020, the Wоrld Health Organization declared the coronavirus outbreak а pandemic. Responding
to the potentially serious threat the covlD-19 presents to рчыiс health, the gочеrпmепt authorities of the
Kyrgyz Republic hаvе taken mеаsurеs to contain the outbreak, including imposing temporary restrictions оп
the сrоss-ьоrdеr movement of people and епtrу restrictions for foreign visitors as well restrictions to
movements of citizens of the Kyrgyz Republic.

Ву the Dесrее of the President of the Kyrgyz Republic dated 24 Маrсh 2020, а state of еmеrgепсу was
introduced in the territory of the Kyrgyz Republic which rеquirеd lockdown of the majority oicitiЁs and
regions until l5 Арril 2020. Subsequently, the lockdown was extended to 30 April and fчrthеr to 3l of Мау
2020.
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Due to lockdown and business disruption in mапу countries, апd negative anticipation of developments in the
global economy, the first quarter of 2020 has seen а high level of volatility in the global fiпапЪiаl markets,
which profoundly affected the economic behaviour of рlауеrs in the global markets. This. in its tчrп, has arr
impact оп condition of the financial markets of the countries - trade раrtпеrs of the Kyrgyz Republic. Дs а
result of effect of а соmрlех of factors (including CovID-l9 md shаrр fall in oil рrЙеs). subsequent to
devaluation of rоuЬlе in Russia and tcnge in Kazakhstan, thc national сurепсу - KGS - remains undei heavy
рrеssurе. Thus, the outside world risks fоr the есопоmу ofthe kyrgyz Republic hаче iпсrеаsеd.

These events as а whole will have wider adverse effects on the есопоmу of the Кугgуz Republic, including:

- Disruption to business operations and economic activity, with а negative impact оп supply chains and
Ьrеасh of contracts;

- Significant disruption to businesses in сеrtаiп Sectors, both operating on domestic market and export-
oriented businesses with high геliапсе on foreign mаrkеts. Mostly affected sectors include retail, trave|
and tourism. entertainment and hospitality Sector, trarrsportation, agricultuгal sector, construction.
automotive, insurance and financial sector;

- Significant decrease in demand fоr non-essential goods and services;

- An iпсrеаsе in economic uncertainty, reflected in mоrе volatile asset рriсеs and счrrепсу exchange rates.

In Маrсh 2020 the NBKR approved а reso|ution that rесоmmепds the banks, among other things. to provide
delay for thrее months in rерауmепt of loans to сеrtаiп Ьоrrоwеrs and allows not to increase the loan loss
аllоwалсе оп such Ьогrоwеrs. Management expects that it Will affect the banking sector with certain time gap.
The reduction in economic activity will rеsult in а fatl in asset prices in kyrgyzstan. It mау also lead to а
reduction in the carrying amounts of the Bank's assets during 2020, in particulai its loans to customers, whose
values аге sensitive to changes in the value ofunderlying collateral апd expected realization periods.

since the date when а state of еmеrgепсу has Ьееп introduced in the country, the Barrk's operations wеrе not
significantly interrupted. Based оп the publicly available information at the date these financial statements
wеrе authorised fоr issue, management has considered the potential development of the outbreak and its
expected impact оп the Bank and economic епчirопmепt, in which the Вапk operates, including the measures
already taken Ьу the Куrgуz government and govemments iп other countries, whеrе the Bank's Йаjоr business
partners аrе located.

In оrdеr to safeguard uninterrupted operating activities and the Bank's liquidity position, management has
implemented а пumЬег of measures, which include:

- implementation of work from hоmе рrоgrаm fоr а significant grоuр of administrative employees as well
as employees in sales шrd рrосчrеmепt departments;

- front office employees have Ьееп trained to adhere to very strict precautionary standards including social
distancing;

- adjustment to the Bank's budget to rеsропd to possible deterioration ofquality ofassets.

Taking into account the above mentioned mеаsчrеS and the Bank's счrrепt operating indicatoгs, mапаgеmепt
expects two sсепаriоs of developments in 2020. The first scenario - Ьаsеliпе sсепагiо, assumes that KGS rate
would Ье оп аvеrаgе KGS 85 fог one USD and KGS 96 for опе EUR. In ассоrdапсе with this sсепаriо
management has adjusted the Bank's budget for 2020 as follows:

- Imраirmепt loss allowance ratio to the portfolio of gross loans to customers in 2о20 will iпсrеаsе Ьч
l8.1% comparedto 20l9;

- Interest income will decrease in 2020 Ьу 5.З%соmраrеd to 2019;

- Net interest iпсоmе will decrease Ьу 4.5% compared to 2019;

- At the уеаr-епd the net financial result wiIl Ье within а positive zone (KGS 52.7 million).

Iп accordance with the second scenario - slress sсепаriо, mапаgеmепt assumes that kcs rаtе would Ье оп
average KGS 85 fоr one USD and KGS 95 for опе EUR during 2020; however, the qualiф of the loan portfolio
will deteriorate апd loan loss allowance would iпсrеаsе frоm 8оlо to 1з% of the gross loans to customъrs. This
would result in the following financial outcomes:

- Impairment loss allowance ratio to the portfolio of loans to customers in 2020 will iпсrеаsе Ьу 62.5Yо
соmраrеd to 20l9;

- Interest income will decrease iп2020 Ьу 5.8% compared to 20l9;
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- Net interest income will decrease Ьу 4.7% соmраrеd to 2019;

- At the уеаr-епd the net loss will rеасh KGS 555.8 million.

In addition, management performed stress tests for liquidity risk based оп various scenarios including
significant outflows of customer accounts and deposits and requirement Ьу lenders of early rерауmепt of
ьоrrоwеd funds due to the Ьrеасh of financial covenants, Based оп the worst case scenario which assumes
outflow of the whole arnount of borrowed funds fоr which there is а Ьrеасh of covenants (KGS 5,53S million),
the Bank will still have liquidity coefficient of ЗбYо which is higher than currently required ratio of 30%.

Management believes that а gradual rесочеry of the quality of assets and growth of net interest margin of the
Barrk will begin only during the first quагtеr of 202l. Despite the expected significarrt deterioration of the
Bank's financial реrfоrmапсе during 2020, management rеаsопаЬlу considers that the measures taken аrе
sufficient to Sесurе that the Bank has adequate rеsочrсеs to continue its operations for the foreseeable future
without significant disruptions.
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