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Aiyl Bank OJSC

Statement of Management's Responsibi]itles for the Preparation and Approval
of the Fiпапсiаl statements

Management of Aiyl Bank OJSC ("the Bank") is responsible for the preparation of the financial statements that
present fairly the financial position of Aiyl Bank OJSC as at З]. December 2020, and the related statements of
profit or loss, comprehensive iпсоmе for the уеаr then ended, changes in equity and cash flows for the year
then ended, and significant accounting policies and notes to the financial statements (the "financial
statements") iп compliance with lnternational Fiпапсiаl Reporting Standards ("lFRS").

lп preparing the financial statements, management is responsible for:

о Рrореrlу selecting and applying accounting policies;
о presenting information, including accounting policies, iп а mаппеr that provides relevant, reliable,

соmраrаЬlе and understandable informati on;
о providing additional disclosures when compliance with the specific requirements in lFRss аrе insufficient

to епаЬlе users to understand the impact of particular transactions, other events and conditions оп
the Bank's financial position and financial реrfоrmапсе; and

. Makin8 an assessment of the Bank's ability to continue as а going сопсеrп.

Management is also responsible for:

о Designing, implementing and maintaining ап effective and sound system of internal controls, throughout
the Bank;

о Maintaining adequate accounting records that аrе sufficient to show and explain the Bank's transactions
and disclose with reasonable accuracy at апу time the financial position of the Bank, and which епаЬlе
them to ensure that the financial statements of the Bank comply with lFRS;

о Taking such steps as are rеаsопаьlу available to them to safeguard the assets of the Bank; and
о preventing and detecting fraud and other irregularities.

The financial statements for the year ended 31 December, 2020 were approved Ьу the Management
of the Вапk оп 29 Маrсh 2021.

Ms. Kazakova A.Zh.
chief Accountant

Dote 29 March 2027
Bishkek

Chairman of the Managem

Dote 29 Morch 2027
Bishkek

Mr. Bukabaev



Deloitte-

lNDEPEN DENT AUDlToR's REPoRT

То the shareholders and management of "Aiyl Bank OJSC".

Qualified Opinion

Wehaveauditedthefinancial StatementsofДiyl BankOJSC ("theBank"),whichcomprisethe

statement of financial position as at З1 December 2020, and the statement of profit оr loss and

other comprehensive income, statement of changes in equity and statement of cash flows fоr the

уеаr then ended, and notes to the financial statements, including а Summary of significant

accounting policies.

ln our opinion, except for the possible effects of the matter described in the Bosislor Quolified

Орiпiоп section of оur report, the accompanying financial Statements present fairly, iП all material

respects, the financial position of the Bank as at З1 December 2020, and its financial реrfоrmапсе

and its cash flows for the year then ended iп ассоrdапсе with lnternational Financial Reporting

Standards ("lFRSs").

Basis for QuaIified Opinion

дS at 1 January 2020, loans to customers аrе саrriеd at KGS 19,0з0,529 thousand net of an allowance

for expected credit losses in the amount of KGS 1,664,485. As at 1January 2020, Management of the

Bank had not реrfоrmеd ап appropriate assessment of expected credit losses for these loans,

including but not limited to, the appropriate valuation of underlying collateral used to develop future

cash flow assumptions and the related credit staging asSeSSment. Дs а result, , as at 1 January

2020,the aIlowance for expected credit losses оп loans to customers may Ье understated. we wеrе

uпаЬlе to determine the effect of this departure from lFRS 9 Financial instruments оп the саrrуiпg

amount of loans to customers as at 1 Jапчаrу 2020.

Further, aS at 1 January 2020, included with other assets, the Bank has recorded foreclosed рrореrtу

in the amount of KGS 4з6,889 thousand. Management of the Bank has not performed ап appropriate

aSSeSSment of the rесочеrаЬlе amount of this foreclosed рrореrtу as at 1 Jапuаrу 2020.

дs the opening carrying value of allowance for expected credit losses and foreclosed assets affects

the determination of tйе statement of profit оr loss, we wеrе unable to determine the effect of the

above departures on lmраirmепt losses оп interest bearing assets and Loss from change in the net

rеаlisаЬlе value of foreclosed aSSets recognised in the Statement of profit оr loss for the уеаr ended

з1 December 2020 as well as the related effects оп the respective disclosures such as the

reconciliation and changes frоm the opening to the closing Ьаlапсе of the expected credit loss

allowance оп loans to customers.
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We conducted очr audit in accordance with lnternational Standards оп Auditing ("lSAs").
Оur responsibilities under those standards аrе further described in the АudltоrЪ
Responsibilities for the Дчdit of the Fiпопсiаl Stotements section of оur report. We аrе
independent ofthe Bank in accordance with the lnternational Ethics Standards Board for
Accountants' Code of Ethics for Professional Дссоuпtолts (the "lESBA Code"), and we
have fulfilled оur other ethical responsibilities in accordance with the lESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide
а basis for оur qualified opinion.

other Matter

The financial statements of the Bank for the уеаr ended 31 DесеmЬеr 2019 wеrе audited Ьу
апоthеr auditor who expressed а qualified opinion оп those statements on 5 June 2020.

Кеу Audit Matter

Кеу audit matter is а matter that, in our professional judgement, was of most significance in
our audit of the financial statements of the сurrепt period. This matter was addressed in the
context of оur audit of the financial statements as а whole, and in forming our opinion
thereon, and we do not provide а Separate opinion on this matter. ln addition to the matter
described in the Basis fоr Qualified Opinion section we have determined the matter
described be|ow to Ье the key audit matter to Ье communicated in our rероrt.

Why the matter was determined to Ье а key audit
matter? How the matter was addressed in the audit?

Collective assessment of the expected credit /osses ол We obtained ап understanding of processes and
lоопs to customers control procedures related to the loan origination,

credit risk management and ECL assessment for
As at З1 DесеmЬеr 2020, the Bank reported total gross loans to customers, assessed оп а collective basis.
loans of KGS 23,8З6,185 thousand subject to collective
impairment assessment. The expected credit losses We challenged the reasonableness of the
("ECL") resulting from this assessment amounted to methodology оп collective loan loss provisioning
KGS 2,091,250 thousand,

Fоr loans assessed on а collective basis, there is а risk of
еrrоrs in the underlying data used in assessment ofthe We checked that the data inputs and key
ECL, including errors in lоап data (maturity date or assumptions used in the models for assessing PDs
outstanding balances), inaccurate or incomplete inputs and LGDs reflect historical information about
and especially assumptions used iп assessing probability incurred credit losses adjusted for relevant
of default (PD), loss given default data (LGD) and forward-looking macroeconomic factors.
inconsistency of historical and forward-looking
information with available market based data. with the invo|vement of our actuarial and internal

valuation specialists, we tested the mathematical
Due to the significance and subjectivity ofjudgements accuracy and computation ofthe EcL on loans to
used Ьу management ofthe Bank and the volume of customers assessed on а collective basis Ьу re-
loans assessed оп а collective basis, we identified the performing and calculating elements of the
collective assessment ofexpected credit losses, expected credit losses based оп relevant source
particularly the assessment of the probability of data. This included assessing the appropriateness of
default, as а key audit matter. model design and formulas used, considering

modelling techniques and recalculating PDs, LGDs
Rеfеr to Notes 8 and 24 to the financial statements for and Exposure at default
the description of the Bank's policy and disclosures of
gross carrying amounts and related allowances balances.

and its compliance with lFRS 9 Fiпопсiаl
l nstrum ents requirements.



On а samp|e basis, we tested the accuracy and
completeness of the data used iп the ECL models,
such as соllаtеrаl values and statistics for recoveries
of loans, we traced historical information used iп

the EcL models to source data and also assessed
the appropriateness of forward-looking information
used in the models.

We found по material exceptions in these tests.

Responsibilities of Management and Those Charged wjth Governance for the Financial
statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with lFRSs, and fоr such internal сопtrоl as mапаgеmепt
determines is песеssаrу to епаЬlе the рrераrаtiоп of financial statements that are frее
frоm material misstatement, whether due to fraud or еrrоr.

ln рrераriпg the financial statements, management is responsible for assessing the
Bank's ability to continue as а gоiп8 сопсеrп, disclosing, as applicable, matters related to
going сопсеrп and using the going concern basis of accounting unless management either
intends to liquidate the Bank оr to cease operations, or has no realistic alternative but to
do so.

Those charged with governance аrе responsib|e for overseeing the Bank's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives аrе to obtain reasonable assurance about whether the financial
statements as а whole аrе free from material misstatement, whether due to fraud or
еrrоr, and to issue an auditor's report that includes our орiпiоп. Reasonable aSSurance iS

а high level of assurance, but is not а guаrапtее that ап audit conducted in accordance
with lSAs will always detect а material misstatement when it exists. Misstatements can
аrisе from fraud оr error and аrе considered material if, individually оr in the аggrеgаtе,
they could reasonably Ье expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of ап audit iп accordance with lSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud оr еrrоr, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and аррrорriаtе to provide а

basis for our opinion. The risk of not detecting а mаtеriаl misstatement resulti ng from
fraud is higher than for опе resulting from еrrоr, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Obtain ап understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate iп the circumstances, but not fоr the purpose of
expressing ап орiпiоп оп the effectiveness of the Bank's iпtеrпаl control.



Evaluate the аррrорriаtепеSS of accounting policies used and the reasonableness of accounting
estimates and related disclosures made Ьу management.
Conclude оп the appropriateness of management's use of the going сопсеrп basis of accounting
and, based оп the audit evidence obtained, whether а mаtеriаl uncertainty exists re|ated to
events оr conditions that may cast significant doubt оп the Bank's ability to continue as а going
сопсеrп. lf we conclude that а material uncertainty exists, we аrе required to draw attention in
оur auditor's report to the related disclosures in the financial statements оr, if such disclosures
аrе inadequate, to modify our opinion. Оur conclusions аrе based оп the audit evidence
obtained up to the date of оur auditor's report. However, future events оr conditions may
cause the Bank to cease to continue as а going сопсеrп.
Evaluate the очеrаll presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements rерrеsепt the underlying transactions
and events in а mаппеr that achieves fair presentation.

We communicate with those charged with governance regarding, аmопg other matters, the
planned scope and timing of the audit and significant audit findings, inc|uding апу significant
deficiencies in internal control that we identify during оur audit.

ý"*г

Roman sattarov
En8agement раrtпеr

LLC Deloitte & Touche
Qualified Auditor of the Kyrgyz Republic
Qualification certificate N90151, Series А
dated 1 June 2012

29 Маrсh 2021
Bishkek, Kyrgyz Republic

Deloitte
& Тоrrсhе

Kanyshai
Managing



Aiyl Bank OJSC

statement of Financial position

aS at 31 DесеmЬеr, 2020
(iп thousands of Kyrgyz Sоm ("KGS"))

31 December,
2020

31 December,
2019

ASSETS:
Cash and cash equivalents
Loans and advances to banks and оthеr financial institutions
Loans to customers
Loons to corporate customers
Lоопs to retail customers
lnvestments in securities at amortized cost
Рrореrtу апd equipment, lntan8ible assets and Right of Use asset
other assets

6,31
7

8
8,31
9,з1
10

11,з1

6,059,зз9
з65,270

з,260,68з
t8,484,262
1,,74з,972

8t2,L4з
L,067,289

6,7з0,226
418

з,877,549
15,152,980
2,6з5,119

865,912
700,096

TOTAL ASSETS зL,792,958 29,962,900

LlABlLlTlES:
Deposits and balances frоm banks and other financial institutions
current accounts and deposits from corporate customers
Current accounts and deposits frоm retail cu5tomers
Amounts due to the Ministry of Finance of the Kyrgyz Republic
Amounts due to the National Bank ofthe Kyrgyz Republic
Government grant
other borrowed funds
Lease Liabilities
other liabilities

L2
1з,31
1з,з1
t4,28
15,з1
16,з1
L7,3L

18
19

].17,968
9,].7з,904
6,799,885
з,248,498
1,345,913

286,242
6,46t,652

126,801
179,497

2зз,9L2
8,104,005
6,070,5].4
2,6зз,64t
L,L82,746

з04,602
7,180,694

L47,7зб
165,18з

ToTAL tlABlLlтlEs 27,740,збо 26,023,033

EQUlW:
Share capital
Additional paid-in capital
Gепеrаl reserves
Retained еаrпiпgs

20
20
20
20

з,476,260
85,556

189,696
301,086

з,з79,200
84,478

189,696
286,49з

тотдL EQU|TY 4,052,598 з,9з9,867

тотА[ LlABlLlTlEs AND EQU|TY з1,792,958 29,962,900

"/ 
, )rc.оо/

Ms. Kazakova A.Zh.
chief Accountant

Date 29 Маrсh 2021
Bishkek

The notes оп pages ].0-87 form an integral part ofthese financial statements.

?ч
lё_
1р
i;
'.r ]

Сhаirmап of the Management

Date 29 Morch 2021
Bishkek



Aiyl Bank OJSC

statement of profit or Loss and other comprehensive lпсоmе
for the Year Ended 31 December,2O2O

thousands Sоm

lnterest iпсоmе

Amortisation of government grant

Note

2t,зL

2t

2020

2,8з4,900

204,99L

2019

2,78з,25о

з24,997
lnterest eXpense 2t,з1,
Net interest income before i losses on interest

irmепt losses оп interest assets 7,794|
Net interest income 1,595,276 L,L'L,464
Net foreign exchange gain
Fее and commission income
Fее and commission expense
lmpairment losses and reserves оп other assets
lmpairment (losses)/recovery on credit- related commitments

Net non-interest

t60,2o2
2з,зL з0з,864
2з,з7 ( 100,077)
24 (499,3з1)
24 (4,158)

108,9з5
з29,599
(86,73 1)

(221,563)
25,838

other income, net 11,57з 16,о61

Operatin8 expenses 25,31 (1,27O,S1O) (1,166,з09)
profit before income tax

operating income \467,з49 1,323,6о3

26

196,539

rз2.6о8,| |72,482|
lncome tax expense

ir,t'ýllBi

4 иар/
rv'la. Kr."k""" Azlr.
chief Accountant

Date 29 Моrсh 2021
Bishkek

The notes оп раgеs 10-87 form ап integral part ofthese financial statements.



Aiy! Bank OJSC

Statement of Changes in Equity
for the Year Ended 31 December,2O2O
(iп thousands of Kyrgyz 5оm ("KGS"))

Note Share capital

AdditionaI
paid -in
capital

General
Reserves

Retained
earnings Total equity

As at 1January 2019 2,268,760 8з,982 155,131 499,991 з,007,864

Transition adjustment lFRS 16
profit and total
comprehensive income for
the period

contribution Ьу the
Government of the Kyrgyz
Republic

shares issued
Тrапsfеr of а раrt of retained
earnings to gепеrаl reserves
Dividends declared

49620

zo 1,110,440

(з,305)

L44,8L2

(з,305)

L44,8L2

496

1,000,000(110,440)

(з4,565)
(210,000) (210,000)

з4,565

As at з1 December 2о19 з,379,200 а4,478 189,696 286,493 з,939,867

profit and total
comprehensive income for
the period
contribution Ьу the

Government of the
Kyrgyz RepubIic
shares issued

Dividends declared

1,078

16з,9з1

(97,060)

(52,278).

16з,9з 1

1,078

(52,278l'

20
2о

2о

97,060

As at з1 December 2020 з,476,26о 85,556 189,696 з01,086 4,052,598

on behalf of

The notes оп pages 10-87 fоrm an integral part ofthese fiпапсiаl statements,

d,hаQ/
Ms. Kazakova A.Zh.
chief Accountant

Date 29 Morch 2021
Bishkek

Mr. ВчkаЬаЪч U. А.
Chairman of the Мапаgеmепt

Date 29 Моrсh 2021
Bishkek



Aiyl Bank OJSC

statement of cash Flows
for the Year Ended 31 December,2O2O
(iп thousands of Kyrgyz Sоm ("KGS"))

Note 2020 2019

сASH FLoWs FRом oPERAT|NG AcтlvlтlEs
interest receipts
lnterest payments
Fее and commission receipts
Fее and commission payments
Net receipts from foreign exchan8e
other iпсоmе receipts

2,7z5,zзз
(1,29з,181)

30з,516
(100,077)

165,254
70,247

2,791,796
(1,278,954)

з28,585
(86,731)

111,656
11,848

(1,001,011)operating ехрепsеs payments (1,114,608)

cash flows from operatin8 activities before chan8es in operatin8 assets and liabilities 696,384 877,189
(lncrease)/decrease in operating assets
Loans and advances to banks and other financial instltutions
Loans to customers
other assets
(lncrease)/decrease in operating liabilities
Deposits and balances from banks
current accounts and deposits from customers
other liabilities

(152,036)

(2,296,348)
(з71,280 )

(115,944)

7,464,z|5
(18,881)

|z,767|
( 1,564,187)

z20,575

98,з8з
1,409,589

(з4,448)

Net cash (used in)/from operatin8 activities before income tax paid (793,890) 1,004,334

lпсоmе tax paid (16,729) (З9,270)

Net cash (used in)/from operating activities (810,619 ) 965,064
cAsH Ftows FRoM lNvEsTlNG AcTlvlTlEs
purchases of investments in securities at amortized cost
Redemption of investments iп securities at amortized cost
Proceeds from sale of рrореrtу and equipment and intangible assets
Purchases of property and equipment and intangible assets

(8,386,043)

9,251,,2з2

з,t49
(106,588)

|47L,24t'
t,з94,296

4,2Lз
(143,5з2)

Net cash from investing activities 761,750 783,7зб
сASH FIoWS FRом FlNANclNG AcTlvlTlES
Receipts of amounts due to the Ministry of tlпапсе of the Kyrgyz Republic
Repayment of amounts due to the Ministry of Fiпапсе of the Kyrgyz Republic
Receipts of amountS due to the NBKR
Repayments of amounts due to the NBKR
Receipts of other borrowed funds
Repayments of other borrowed funds
Dividends paid

L7 1,26L,052
!7 (654,840)

L7 825,000
(662,4o7|
2з4,906

\L,775,з76|
|52,278|

17

L7
?п

352,500
(208,077)
300,000

( 1,2з9,100 )

1,215,45з
(997,з79)
(210,000)
(5з,158 )Payment of lease liabilities (52,089)

Net cash used in financing activities (876,032) (839,761)

Effect of changes in exchange rates оп cash and cash equivalents
Effect of change in EcL оп cash and cash equivalents

254,21z
(198)

L2,145
753

Net (decrease)/increase in Gаsh and cash equivalents (670,887 ) 92L,9l7

сдsн дND сдsн EQUIVдLENTS, Ьеgiппiпg of the year 6,7з0,226 5,808,289

сASH AND сASH EQU|VALENTS, end of the

оп behalf of the

Мr. Bukabaev U. А.
chairman ofthe Mana8ement Boar

Dote 29 Маrсh 2027
Bishkek

6,059,з39

/hц
MS. Kazakova A,zh.
chief Accountant

Date 29 Маrсh 2027

Bishkek

The notes оп pages 10-87 form ап integral раrt of these financial statements.



Aiy! Bank OJSC

Notes to the Fjnancial statements
For the Year Ended 31 December,2020
(iп thoulqnds oI Kyrgyz Sоm ("KGS"), unless otherwise indicated)

1. General information

Organisation and operations

Aiyl Bank oJSc ("the Bank")was established in the Kyrgyz Repub|ic as ап Open Joint Stock Соmрапу. The
Bank obtained general banking license No Ng048 iп 2006.The Bank is the successor of the Kyrgyz
Agricultural Financial Corporation JSC, which was established Ьу the Government of the Kyrgyz Republic
in 1996 under the auspices of the world Bank for the purpose of providing loans to farmers and
agricultural commodity producers.

The principal activities of the Bank аrе commercial banking, lending and operations with securities.
lnitially he Bank obtained а banking license for the granting of loans and provision of sett|ement services
to agricultural customers in the national currency of the Kyrgyz Republic, the acquisition of government
securities, and cash foreign счrrепсу exchange operations.

ln December 2008, the Bank additionally obtained licenses for the following operations: opening of
customer сurrепt accounts and provision of corporate and retail banking services, money transfer and
PaУment card services, аgепсу аrrапgеmепt services as well as non-cash foreign счrrепсу exchange
operationS. Also in DесеmЬеr 2009, the Bank obtained а license to maintain customer deposit accounts
and provide leasing operations,8uarantees and letters of credit. ln 2016, the Bank additionally received а
license to conduct operations with precious metals and maintain metalaccounts the activities of the
Bank are regulated Ьу the National Bank of the Kyrgyz Republic ("the NBKR"). The Bank participates in the
mandatory deposit iпsчrапсе system of the Куrgуz Republic.

As at З1 December 2020, the Bank has Зб branches,22 regional subdivisions and З1 village subdivisions,
64 regional savings offices and 16 mobile cash desks from which it conducts business throughout the
Kyrgyz Republic (З1 December 2019: З5 Ьrапсhеs,22 regional subdivisions and 31 village subdivisions,
64 regional savings offices and 16 mobile cash desks).

The legal address of the headquarters is the Kyrgyz Republic, Bishkek, 72ОО4О, Logvinenko Street, 14. The
majority of the Bank's assets and liabilities аrе located in the Kyrgyz Republic.

The Bank is 100% owned Ьу the Government of the Kyrgyz Republic (the "Government") through the
State Property Management Fund uпdеr the Government of the Kyrgyz Republic.

2. Adoption of пеw and revised Standards

New and amended lFRS Standards that are effective for the счrrепt уеаr

The following amendments and interpretations аrе effective for the Bank effective 1January 202О;

Amendments to lFRS 9, lFRS 7
Amendments to ltRS з
Amendments to lAS 1 and lAS 8
Conceptual Frаmеwоrk

Bosic interest rote rеfоrm
Definition of о Business
Defin ition of Moterio lity
Дmепdmепts to Rеfеrепсеs to the Conceptuol Fromework iп

lFRS Stondords

10



Aiyl Bank OJSC

Notes to the Financial Statements (Continued)
Fоr the Year Ended 31 December,2020

thousands 5оm unless otheMise

The above standards and interpretations were reviewed Ьу the Bank's management, but did not have а
significant effect on the financial statements of the Bank.

The Bank has applied the amendments to lFRS 16 COV|D-19. Relevant rentalconcessions. This
amendment is effective for аппчаl periods beginning оп оr after 1 June 2020. Applied retrospectively iп
accordance with lAS 8, but does not rеquirе revision of prior periods.

New and revjsed IFRS Standards jn issue but not yet effective

At the date of authorisation of these financial statements, the Bank has not applied the following new
and revised lFRS Standards that have Ьееп issued but аrе not yet effective:

lFRS 17

Amendments to lAS 1 (as раrt of the project to formulate
Annual lmprovements to lFRS 2010-2012 cycles)

Amendments to |FRS 9, lAS з9, |FRS 7, ltRS 4 and IFRS 16

Amendments to IFRS з

Amendments to lAS ].6

Amendments to lAS з7

Amendments to IFRS 10 and lAS 28

Amendments to lFRS 1, lFRS 9, lAS 41; and illustrative
examples accompanyin8 lFRS 16.

lпsчrапсе controcts
Classification of Liobilities os Short-Term or Lопg-Теrm

lnterest Rote Вепсhmаrk Reform - Phose 2

8uslness соmЬiпаtiопs - Rеfеrепсе to the Conceptuol Framework

Рrорегtу апd equipment - Proceeds before lntended Use
Provisions, сопtiпgепt liabilities апd сопtiпgепt ossets - Опеrоus

Сопtrосts - Cost of Fulfilling а contract
Sole or Contribution of Дssets between оп lnvestor опd its Дssociote

оr Joint venture

Дппчоl lmprovements to lFRS 2018-2020 cycles

3.

Тhе management does not expect that the adoption ofthe Standards listed above will have а material impact оп the financial
statements ofthe Bank in future periods.

Basis of preparation and significant accounting

Statement of compliance. These financial statements have Ьееп рrераrеd iп accordance with
lnternational Financial Reporting Standards ("l FRS").

These financial statements аrе presented in thousands of Kyrgyz Sоm ("KGS thousand"), unless otherwise
indicated.

These financial statements have Ьееп рrераrеd assuming that Bank is а going сопсеrп and will continue
operation for the foreseeable future. ln making this assumption, the mапаgеmепt considered the Bank's
financial position, current intentions, profitability of operations and access to financial rеsочrсеs.

As at DесеmЬеr 31, 2020 and 2019 счrrепt liabilities of the Bank exceeded current assets Ьу KGS
4,971,,З!9 thousand and Ьу KGS 4,118,180 thousand, respectively,

Negative liquidity gap of KGS 4,971,319 thousand is caused Ьу the fact, that balances of customers'
сurrепt accounts аrе included in amounts due in less than опе month in the liquidity disclosure, while
accordingto expected maturities, these customer accounts provide а long-term and stabIe source of
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funding for the Bank. Therefore, negative liquidity 8ар per contractual maturities up to 1 уеаr is
significantly reduced and becomes positive if behavioral maturities are applied.

AS at З1 DеСеmЬеr 2020, the Bank was in Ьrеасh of сеrtаiп financial covenants prescribed Ьу the loan
а8rееmепts with the RKDF, with the MFKR for funds received from KfW and international microfinance
companies, As а result, the total outstanding amount of these lепdеrs became contractually due оп
demand, and is therefore presented iп the "on demand and less than one month" category of the
liquidity risk disclosure (Note 30).

The Bank's management believes that based оп current forecasts and measures and taken into the
financial support from the 8overnment, the Вапk has enough funds to continue its activities in the
foreseeable future and the going concern assumption is appropriate.

Operating envi ronment.

Emerging markets such as Kyrgyz Republic аrе subject to different risks than more developed markets,
including есопоmiс, political and social, and lega| and legislative risks. Laws and regulations affecting
businesses iп Kyrgyz Republic continue to change rарidlу, tax and regulatory frameworks are subject to
varying interpretations. The future economic direction of Kyrgyz Republic is heavily influenced Ьу the
fiscal and monetary policies adopted Ьу the government, together with developments in the legal,
regulatory, and political environment, The impact of further economic and political developments оп
future operations and financial position of the Bank might Ье significant.

lп addition, starting frоm еаrlу 2020 а пеw coronavirus disease (COV|D-19) began rapidly spreading in the
world. lп March 2020, the World Health Organization assigned the situation with the pandemic status.
Мапу countries put iп place measures to contain the spread of COVlD-19 resulting in significant
ореrаtiопаl disruption for companies. COV|D-19 had an effect оп а wide rапgе of есопоmу sectors,
including, but not limited to disruption of business operations as а result of interruption of production оr
closure of facilities, supply chain disruptions, quarantines of реrsоппеl, reduced demand and difficulties
in raising financing.

The Government of the Kyrgyz Republic introduced а state of emergency iп Маrсh 2020 and ceased
almost all types of economic activities for mоrе than а month, except for selected industries. Теmроrаrу
cessation of business in the major cities and regions had ап adverse effect on the entire есопоmу of the
country. Almost all industries of the Kyrgyz есопоmу faced challenges such as а sharp decline of
customer demand and decrease iп revenues.

ln addition, the Bank might сопtiпuе to face the effects of COV|D-19 as а result of its negative impact оп
the global есопоmу and major financial markets. The significance of the effect of COV|D-19 оп the Bank's
business largely depends on the duration and the incidence of the pandemic effects on the world and the
Kyrgyz Republ ic economy.

turthermore, the country witnessed the consequences of an acute political crisis, which erupted in
ОсtоЬеr 2020 and had а negative impact оп the overallinvestment climate of the country.

1,z
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There was а significant impact from the economic environment on the Bank's operations during 2020,
primarily reflecting the impact of COVID-19:

Depreciation of the Kyrgyz som against major foreign currencies did not have а significant negative
effect оп the bank's operations thanks to the Bank's conservative policy to keep ореп счrrепсу
positions at а minimum level;
The allowance for expected credit losses increased Ьу KGS 426,765 thousand compared to рriоr
уеаr,
Most of employees of administrative functions, as well as employees of the sales and рrосurеmепt
departments, Wеrе transferred to the remote work mode from Маrсh to August 2020;
Front office employees have Ьееп trained to comp|y with strict safety precautions in the process of

work, including social distancing;
The Bank has taken а пumЬеr of Steps to mitigate the effect on its portfolios and risk profile,
informed Ьу Stress-testing of various covlD-19 related scenarios, and it remains vigilant in the light
of the developing situation.
The Bank has adjusted the budget with а decrease in the planned indicators. This budget provides
for additional optimization of activities and cost decrease.

lп addition, the NBKR introduced а set of regulatory changes aimed at providing relief to the banking
Sector, which was negatively affected Ьу the global есопоmiс slowdown and the covlD-19 pandemic.
The main direction of the changes Wеrе temporary relaxation of regulations on regulatory lоап loss
provisioning and decreasing regulatory requirements оп capital adequacy. The relief measures came into
effect from April till August 2020.

The Bank's mапаgеmепt monitors счrrепt changes iп the есопоmiс situation and takes measures that it
considers necessary to maintain the stability and development of the Bank in the near future. However,
the significance of the effect of covlD-19 on the Bank's business largely depends оп the duration and the
incidence of the pandemic effects оп the world and the Kyrgyz есопоmу. The impact of changes in the
economic environment оп the future results of operations and the financial position of the Bank iS

сurrепtlу difficult to determine.

Based ОП the results of 2020, management notes that the worst case scenario was not fully realised and
the measures taken made it possible to епsurе the availability of sufficient resources to continue the
Bank's activities, as wellas compliance with the есопоmiс requirements of the regulator National Bank of
the Kyrgyz Republic (NBKR).

The financial statements presented reflect management's assessment of the possible impact of the
current business епчirопmепt оп the results of operations and the financial position of the Bank. The
actual impact of future business conditions may differ from management's estimates.

Basis of preparation. These financial statements have Ьееп prepared оп the historical cost basis except
fоr сеrtаiп properties and financial instruments.

13
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Exchange rates for the currencies in which the Bank transacts wеrе as fo|lows:

31 DесеmЬеr,
2020

31 December,
2019

Closing exchange rates - KGS
1 U.S. Dollar ("USD")
1 Euro

82.6498
101.з204

69.64з9
77.980з

Foreign currencies. Fоr the purpose of the financial Statements, the results and financial position of the
Bank аrе expressed iп Kyrgyz Som which is the functional счrrепсу of the Bank, and the presentation
счrrепсу for the financial statements,

Transactions in foreign счrrепсiеS аrе translated to the functional счrrепсу of the Bank at ехсhап8е rates
at the dates of the transactions. Мопеtаrу assets and liabilities denominated in foreign currencies at the
reporting date are retranslated to the functional currency at the foreign exchange rate at that date.

The foreign сurrепсу gain or loss оп monetary items is the difference between amortised cost in the
functional сurrепсУ at the beginning of the period, adjusted fоr effective interest and payments during
the period, and the amortised cost in foreign currency translated at the ехсhапgе rаtе at the end ofthe
reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retrans|ated to the functional счrrепсу at the exchange rate it the date that the fаir value is determined.

Non-monetary items that аrе measured iп terms of historical cost in а foreign счrrепсу аrе translated
using the exchange rate at the date of the transaction.

Net interest iпсоmе. lnterest income апd expense for all financial instruments except fоr those classified
as held for trading or those measured оr designated as at fair value through profit or loss (FVТРL) аrе
recognized in 'Net interest income' as 'lnterest iпсоmе' and 'lnterest expense' in the profit or loss
account using the effective interest method.

The effective interest rate (ElR) is the rate that exactly discounts estimated future cash flows
of the financial instrument through the expected life of the financial instrument оr, where appropriate,
а shorter period, to the net carrying аmоuпt of the financial asset оr financial liability. The future cash
flows аrе estimated taking into account all the contractualterms of the instrument.

The calculation of the ElR includes all fees and points paid оr received between parties to the contract
that аrе incremental and directly attributable to the specific lending аrrап8еmепt, transaction costs, and
all other premiums оr discounts. Fоr financial aSSetS at FVTPL transaction costs аrе recognised iп profit or
loss at initial recognition.

The interest income/ interest ехрепsе is calculated Ьу applying the ElR to the gross carrying amount
of non-credit impaired financial assets (i,e. at the amortised cost of the financial asset before adjusting
for any expected credit loss allowance), оr to the amortised cost of financial liabilities. Fоr credit-
impaired financial assets, the interest income is calculated Ьу applying the E|R to the amortised cost
of the credit-impaired financial assets (i.e. the gross carrying amount less the allowance for expected
credit losses (ECLs)). Forfinancialassets purchased оr originated credit-impaired (pOCl)the ElR reflects
the ECLs in determining the future cash flows expected to Ье received from the financial asset.
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Дmоrtisеd cost апd gross carrying аmоuпt. The amortised cost of а financial asset оr financial liability is
the amount at which the financial asset оr financial liability is measured on initial recognition minus the
principal repayments, plus оr minus the cumulative amortisation using the effective interest method of
апу difference between that initial amount and the maturity amount and, for financial assets, adjusted
for any expected credit loss allowance.

The gross carrying amount of а financial asset' measured at amortised cost ls the amortised cost of а
financial asset before adjusting for апу expected credit loss aIlowance.

Fee апd commission iпсоmе/ехрепsе. Fее and commission income and expense that аrе integral to the
effective interest rate оп а financialasset orfinancialliabilityare included iп the effective interest rate
(See Note 2з).

Other fee апd соmmissiоп iпсоmе - including cash transaction fees, settlement fees and other fees - is
recognised as the related services are performed.

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

Other income and expense items are recognised in profit or loss when the corresponding service is
provided.

Реrfоrmапсе obligotions опd rеvепuе recognition policies:

Fее and commission income from contracts with customers is measured based on the consideration
specified iп а contract with а customer. The Bank recognises rечепче when it provides а service to а

customer.

Nature and timing of the satisfaction of реrfоrmапсе obligations iп contracts with customers, inc|uding
significant payment terms, and the related revenue recognition policies is as follows:

Commissions for exchange, operations iп foreign счrrепсу and overdrafts аrе charged from the client's
account when performing the operation:

о The Bank provides banking services to retail and corporate customers, including account
management, cash and settlement transactions, foreign счrrепсу transactions and servicing fees.

о Fees for ongoing account management аrе charged to the customer's account on а monthly basis.
The Bank sets the rates separately for retail and соrроrаtе customers.

о Transaction-based fees for interchange, fоrеigп сurrепсу transactions and overdrafts аrе charged to
the customer's account when the trапsасtiоп takes place.

r servicing fees аrе charged on а monthly basis and аrе based оп fixed rates.
. Revenue from account service and servicing fees is recognised overtime as the services аrе

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

Fiпапсiаl assetý. All financial assets are recognised and derecognised on а trade date where the purchase
or sale of а financial asset is under а contract whose terms require delivery of the financial asset within
the timeframe established Ьу the market сопсеrпеd, and are initially measured at fаir value, plus
transaction costs, except for those financial assets classified as at FVTPL. Transaction costs directly
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attributable to the acquisition of financial assets classified as at FVTPL аrе recognised immediately in
profit or loss.

All recognised financial assets that аrе within the scope of lFRS 9 аrе required to Ье subsequently
measured at amortised cost or fair value оп the basis of the entity's business model for managing
the financial assets and the contractual cash flow characteristics of the financial assets.

Specifically:

о Debt instruments that are held within а business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that аrе solely payments of principal and interest
оп the principal amount outstanding (SPPl), are subsequently measured at amortised cost;

о Debt instruments that аrе held within а business model whose objective is both to collect
the contractual cash flows and to sell the debt instruments, and that have contractual cash flows
that аrе SPPl, аrе subsequently measured at FVTOC|;

. Al| оthеr debt instruments (e.g. debt instruments managed оп а fаir value basis, оr held for sale)
and equity investments аrе subsequently measured at FVТРL.

Debt instruments at amortised cost оr at Fvтосl. The Bank assesses the classification and measurement
of а financial asset based оп the contractual cash flow characteristics of the asset and the Bank's business
model for managing the asset.

Fоr an asset to Ье classified and measured at amortised cost оr at tVТОСl, its contractual terms should
give rise to cash flows that аrе solely payments of principal and interest оп the principal outstanding
(SPPl).

Fоr the purpose of SPPl test, principal is the fair value of the financial asset at initial recognition.
That principal amount may change over the life of the financial asset (e.g. if there аrе repayments of
principal). lnterest consists of consideration for the time value of mопеу, for the credit risk associated
with the principal amount outstanding during а particular period of time and fоr other basic lending risks
and costs, as well as а profit mаrgiп. The SPP| assessment is made in the счrrепсу in which the financia|
asset is denominated.

Contractual cash flows that аrе SPPl аrе consistent with а basic lending arrangement. Contractual terms
that introduce exposure to risks оr volatility in the contractual cash flows that аrе unrelated to а basic
lending arrangement, such as exposure to changes in equity prices оr commodity prices, do not
give rise to contractual cash flows that аrе SPPl. Ап originated оr ап acquired financial asset сап Ье
а basic lending аrrапgеmепt irrespective of whether it is а loan iп its legal form.

An assessment of business models fоr managing fiпапсiаl assets is performed at the date of initial
application of lFRS 9 to determine the classification of а financial asset. The business model is applied
retrospectively to all financial assets existing at the date of initial application of lFRS 9. The Bank
determines the business models at а level that reflects how groups of financial assets аrе managed
together to achieve а particular business objective. The Bank's business model does not depend on
management's intentions for an individual instrument; therefore, the business model assessment is
performed at а higher level of aggregation rаthеr than оп an instrument-by-instrument basis.

The Bank has mоrе than опе business model for managing its financial instruments that reflect how
the Bank manages its financial assets in order to gепеrаtе cash flows. The Bank's business models
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determine whether cash flows will result from collecting contractual cash flows, selling financial assets оr
both.

The Bank considers all rеlечапt information available when making the business model assessment.
However, this assessment is not performed based оп scenarios that the Bank does not reasonably expect
to оссur, such as so-called 'worst case' оr'stress case' scenarios. The Bank takes into account all rеlечапt
evidence available such as:

How the performance of the business model and the financial assets held within that business
model аrе evaluated and reported to the entity's key management personnel;
The risks that affect the реrfоrmапсе of the business model (and the financial assets held within
that business model) and, in particular, the way in which those risks are managed; and
How mаПаgеrs of the business аrе compensated (e.g. whether the compensation is based оп
the fairvalue of the assets managed оr on the contractual cash flows collected).

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

the stated policies and objectives for the portfolio and the operation of those policies in practice, lп
Particular, whether management's strategy focuses on еаrпiпg contractual interest rечепuе,
maintaining а particular interest rate-profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realising cash flows through the sale of the
assets;
how the performance of the portfolio is evaluated and rероrtеd to the Bank's mапаgеmепч
the risks that affect the performa nce of the business model (and the financial assets held within
that business model) and how those risks аrе managed;
how managers of the business аrе compensated - e.g. whether compensation is based on the fair
value of the assets managed оr the contractual cash flows co|lected ;and
the frequency, volume and timing of sales in рriоr periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered
in isolation, but as part of ап overall assessment of how the Bank's stated objective fоr managing
the financial assets is achieved and how cash flows are realized

At initial recognition of а financial asset, the Bank determines whether newly recognised financial assets
аrе Раrt of ап existing business model оr whether they reflect the commencement of а new business
model. The Bank reassess its business models each reporting period to determine whether
the business models have changed since the preceding period. Fоr the current reporting period, the Bank
has not identified а change iп its business models.

When а debt instrument measured at FVТОСl is derecognised, the cumulative gain/loss previously
recognized iп OCl is reclassified from equity to profit оr loss. lп contrast, for an equity investment
designated as measured at tVТОСl, the cumulative gain/loss previously recognized in OCl is not
subsequently reclassified to profit оr loss but transferred within equity. Debt instruments that аrе
subsequently measured at amortized cost оr at FVТОСl аrе subject to impairment.

Fiпапсiаl assets at FVTPL. Financial assets at FVTPL аrе:

a

a

Assets with contractual cash flows that аrе not SPPl; or/and
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. Assets that are held in а business model other than held to collect contractual cash flows or held to
col|ect and sell; оr

. Assets designated at FVTPL using the fair value option.

These assets аrе measured at fair value, with any gains/losses arising on remeasurement recognised
in profit or loss.

Reclassifications. Financial assets аrе not reclassified subsequent to their initial recognition, except in the
period afterthe Bank changes its business modelfor managingfinancialassets. The classification and
measurement requirements related to the пеw саtеgоrу apply prospectively from the first day of the first
reporting period following the change in business model that result in reclassifying the Bank's financial
assets. Changes in contractual cash flows аrе considered uпdеr the accounting policy оп Modification апd
d е rе cog п iti о п of f i п о п ci о l ossefs descri bed below.

lmpairment. The Bank recognises loss allowances for ECLs on the following financial instruments that аrе
not measured at FVTPL:

о cash and cash equivalents;
о Due from banks;
о Loans to customers;
о lnvestment securities at amortised cost and at Fvосl;
О Other financial assets /Cosh ossets iп settlements; Other ассоuпts receivables);
о Financial guarantee contracts issued.

No impairment loss is recognised on equity investments.

With the exception of POCl financial assets (which аrе considered separately below), ECLs are required to
Ье measured through а loss allowance at ап amount equal to:

о 12-month ECL, i.e. lifetime ECL that result from those default events on the financial instrument
that аrе possible within 12 months after the reporting date, (referred to as Stage 1); or

о FuIl lifetime ECL, i.e. lifetime ECL that result from aIl possible default events over the life
ofthe financial instrument, (referred to as Stage 2 and Stage З).

Fоr mоrе details about staging refer to Note 8.

А loss allowance for full lifetime ECL is required for а financial instrument if the credit risk оп that
financial instrument has increased significantly since initial recognition. Fоr all other financiaI
instruments, ECLs аrе measured at ап amount equal to the 12-month ECL.

ECLs аrе а probability-weighted estimate of the present value of credit losses. These are measured
as the present value ofthe difference between the cash flows due to the Bank under the сопtrасt and
the cash flows that the Bank expects to receive arising from the weighting of multiple future economic
scenarios, discounted at the asset's EIR.

о Fоr undrawn loan commitments, the EcL is the difference between the present value
of the difference between the contractual cash flows that аrе due to the Bank if the hоldеr
of the commitment draws down the lоап and the cash flows that the Bank expects to receive if
the loan is drаwп down; and
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О Fоr financial guarantee contracts, the ECL is the difference between the expected payments to
rеimЬursе the hоldеr of the guaranteed debt instrument less апу amounts that the Bank expects to
rесеiче from the holder, the debtor оr any other party.

The Bank measures ECL оп а collective basis for portfolios of loans that share similar risk characteristics.
The measurement of the loss allowance is based оп the present value of the asset's expected cash flows
usingthe asset's original ElR, regardless of whether it is measured on ап individual basis or а collective
basis.

Credit-impaired financial assets. А financial asset is'credit-impaired'when one оr more events that have
а detrimental impact оп the estimated future cash flows of the financial asset have occurred. Credit-
impaired financial assets аrе rеfеrrеd to as Stage 3 assets. Evidence of credit-impairment includes
observable data about the following events:

о si8nificant financial difficulty of the Ьоrrоwеr or issuer;
о { breach of сопtrасt such as а default or past due event;
о The lепdеr of the Ьоrrоwеr, for economic оr contractual reasons relating to the borrower's financial

difficulty, having granted to the Ьоrrоwеr а concession that the lender would not otherwise
consider;

о The disappearance of ап active market for а security because of financial difficulties; оr
о The purchase of а financial asset at а deep discount that reflects the incurred credit losses.

lt may not Ье possible to identify а single discrete event instead; the combined effect of several events
may have caused financial assets to become credit-impaired. The Bank assesses whether debt
instruments that are financial assets mеаsчrеd at amortized cost or FVТОСl аrе credit-impaired at each
reporting date. То assess if sovereign and соrроrаtе debt instruments аrе credit impaired, the Bank
considers factors such as bond yields, credit ratings and the ability of the Ьоrrоwеr to raise funding.

А lоап is considered credit-impaired when а concession is granted to the Ьоrrоwеr due to а deterioration
in the borrower's financial condition, unless there is evidence that as а result of granting the concession
the risk of not receiving the contractual cash flows has reduced significantly and there are по other
indicators of impairment. Fоr financial assets where concessions аrе contemplated but not granted,
the asset is deemed credit impaired when thеrе is observable evidence of credit-impairment
including meetingthe definition of default. The definition of default (see below) includes unlikeliness to
рау indicators and а backstop if amounts аrе overdue for 90 days оr mоrе.

purchased оr оriяiпаtеd credit-impaired (pocl) financial assets. pocl financial assets are treated
differently because the asset is credit-impaired at initial recognition. Fоr these assets, the Bank
recognises all changes in lifetime ECL since initial recognition as а loss allowance with апу changes
recognised in profit or loss. А favorable change for such assets creates an impairment gain.

Definition of default. critical to the determination of EcL is the definition of default. The definition of
default is used in measuring the amount of ECL and iп the determination of whether the loss allowance is

based on 12-month оr lifetime ECL, as default is а соmропепt of the probability of default (PD) which
affects both the measurement of ECLs and the identification of а significant iпсrеаsе in credit risk.

The Bank considers the foI|owing as constituting ап event of default:

о The Ьоrrоwеr is past due mоrе than 90 days оп апу material credit obligation to the Bank; or

19
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The Ьоrrоwеr is unlikely to рау its credit obligations to the Bank in full.

The definition of default is appropriately ta!lored to reflect different characteristics of different types of
assets. Overdrafts аrе considered as being past due опсе the customer has breached ап advised limit оr
has been advised of а limit smaller than the current amount outstanding.

When assessing if the Ьоrrоwеr is unlikely to рау its credit obligation, the Bank takes into account both
qualitative and quantitative indicators. The information assessed depends оп the type of the asset,
for example in соrроrаtе lending а qualitative indicator used is the breach of covenants, which is not
relevant for retail lending. Quantitative indicators, such as overdue status and поп-рауmепt оп another
obligation of the same counterparty are key inputs in this analysis. The Bank uses а variety of sources of
information to assess default, which are either developed internally оr obtained from external sources.

siяnificant increase iп credit risk. The Bank monitors all financial assets, issued lоап commitments and
financial guarantee contracts that are subject to the impairment requirements to assess whether there
has been а significant increase in credit risksince initial recognition. |f there has been а significant
iпсrеаsе in credit risk, the Bank will measure the loss allowance based оп lifetime rather than
12-month ECL. The Bank's accounting policy is not to use the practical expedient that financial assets with
'low' credit risk at the rероrtiпg date аrе deemed not to have had а significant increase in credit risk.
As а result, the Bank monitors all financial assets, issued loan commitments and financial guarantee
contracts that are subject to impairment for significant increase in credit risk.

ln assessing whether the credit risk on а financial instrument has increased significantly since initial
recognition, the Bank соmраrеs the risk of а default occurring оп the financial instrument
at the reporting date based оп the remaining maturity of the instrument with the risk of а default
occurring that was anticipated for the rеmаiпiпg maturity at the current rероrtiпg date when
the financial instrument was first recognized. ln making this assessment, the Bank considers both
quantitative and qualitative information that is reasonable and supportable, including historical
ехреriепсе and forward-looking information that is available without undue cost or effort, based on
the Bank's historical ехреriепсе and ехреrt credit assessment including forward-looking information.

Multiple economic scenarios form the basis of determining the probability of default at initial recognition
and at subsequent rероrtiпg dates. Different есопоmiс scenarios will lead to а different probability of
default. The weighting of these different scenarios forms the basis of а weighted ачеrаgе probability of
default that is used to determine whether credit risk has significantly increased.

Fоr соrроrаtе lending, forward-looking information includes the future prospects of the industries
iп which the Bank's counterparties operate, obtained from economic expert reports, financial analysts,
governmentalbodies, relevant think tanks and other similar organizations, as well as consideration of
various internal and external sources of actual and forecast economic information. Fоr retail, lending
forward-looking information includes the same economic forecasts as corporate lending with additional
forecasts of local economic indicators, particularly for regions with а concentration to certain industries,
as well as internallygenerated information of customer payment behavior. The Bank allocates its
counterparties to а relevant internal credit risk grade depending оп their credit quality. The quantitative
information is а primary indicator of significant increase in credit risk and is based on the change
in lifetime PD Ьу comparing:

The remaining lifetime PD at the reporting date; with
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о The remaining lifetime pD for this point iп time that was estimated based оп facts and
circumstances at the time of initial recognition of the ехроSчrе.

The PDs used аrе forward looking and the Bank uses the same methodologies and data used to measure
the loss allowance for ECL.

The qualitative factors that indicate significant increase in credit risk аrе reflected in PD models on
а timely basis. Ноwечеr, the Bank still considers separately some qualitative factors to assess if credit risk
has increased significantly. Fоr соrроrаtе lending there is particular focus оп assets that are included оп
а 'watch list'given an ехроsurе is on а watch list once there is а сопсеrп that the creditworthiness
of the specific counterparty has deteriorated. Fоr retail lending the Bank considers the expectation of
fоrЬеаrапсе and payment holidays, credit scores and events such as unemployment, bankruptcy, divorce
or death.

Given that а significant increase in credit risk since initial recognition is а relative measure, а given
change, iп absolute terms, in the PD will Ье mоrе significant fоr а financial instrument with а lower initial
PD than compared to а financial instrument with а higher PD.

As а backstop when an asset becomes 30 days past due, the Bank considers that а significant increase in
credit risk has occurred and the asset iS in Stage 2 of the impairment mode|, i.e. the loss allowance is
measured as the lifetime ECL.

Modification and dеrесояпitiоп of financial assets. А modification of а financial asset occurs when
the contractual terms governing the cash flows of а financial asset are renegotiated or otherwise
modified between initial recognition and maturity of the financial asset. А modification affects
the amount апd/оr timing of the contractual cash flows either immediately оr at а future date.
lп addition, the introduction or adjustment of existin8 covenants of ап existing lоап would constitute
а modification even if these пеw or adjusted covenants do not yet affect the cash flows immediately but
mау affect the cash flows depending on whether the covenant is or is not met (e.g. а change to
the iпсrеаsе in the interest rate that arises when covenants are breached).

The Bank renegotiates loans to customers in financial difficu|ty to maximize collection and minimize
the risk of default. А loan fоrЬеаrапсе is granted in cases where although the Ьоrrоwеr made all
reasonable efforts to рау under the original contractual terms, thеrе is а high risk of default or default
has already happened and the Ьоrrоwеr is expected to Ье able to meet the revised terms. The revised
terms iп most of the cases include ап extension of the maturity of the lоап, changes to the timing
of the cash flows of the loan (principal and interest repayment), reduction in the amount of cash flows
due (рriпсiраl and interest forgiveness) and amendments to covenants. The Bank has an established
forbearance policy, which applies for соrроrаtе and retail lending.

When а financial asset is modified the Bank assesses whether this modification results in derecognition.
|п ассоrdапсе with the Bank's policy а modification results iп derecognition whеп it gives rise to
substantially different terms. То determine if the modified terms are substantially different from
the original contractual terms the Bank considers the following:

. Qualitative factors, such as contractual cash flows after modification are по lопgеr sppl, change
in currency or change of counterparty, the extent of change in interest rates, maturity, covenants.
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lf these do not сlеаrlу indicate а substantial modification, then:

А quantitative aSseSSment is реrfоrmеd to compare the рrеSепt value of the remaining contractual
cash flows under the original terms with the contractual cash flows under the revised terms, both
amounts discounted at the original effective interest.

lf the difference in present value is grеаtеr than 10% the Bank deems the аrrапgеmепt is substantially
different leading to derecognition.

ln the case where the financial asset is derecognised the loss allowance for EcL is remeasured at the date
of derecognition to determine the net carrying amount of the asset at that date. The difference between
this revised carrying amount and the fair value of the new financial asset with the new terms will lead to
а gain оr loss оп derecognition. The пеw financial asset will have а loss allowance measured based оп
12-month EcL except in the rаrе occasions where the пеw lоап is considered to Ье originated credit-
imPaired asset. This applies only in the case whеrе the fair value of the new lоап is recognised
at а significant discount to its revised paramount because there rеmаiпs а high risk of default, which has
not Ьееп reduced Ьу the modification.

The Bank monitors credit risk of modified financial assets Ьу evaluating qualitative and quantitative
information, such as if the Ьоrrоwеr is in past due status under the new terms.

when the contractua l terms of а financia l asset а rе mod ified а nd the modification does not resu lt
in derecognition, the Bank determines if the financial asset's credit risk has increased significantly since
initial recognition Ьу comparing:

The remaining lifetime PD estimated based on data at initial recognition and the original сопtrасtuаl
terms; with
The remaining lifetime PD at the rероrtiпg date based оп the modified terms.

Fоr financial assets modified as part of the Bank's fоrЬеаrапсе policy, where modification did not result
iп derecognition, the estimate of PD reflects the Bank's ability to collect the modified cash flows taking
into account the Bank's previous experience of similar fоrЬеаrапсе action, as well as various behavioral
indicators, including the Ьоrrоwеr's payment performance against the modified contractual terms.
lf the credit risk remains significantly higher than what was expected at initial recognition the Ioss
allowance will continue to Ье measured at an amount equal to lifetime ECL.

The loss allowance on forborne loans will generally only Ье measured based оп 12-month ECL when
there is evidence of the borrower's improved repayment behavior following modification leading to
а reversal of the previous significant iпсrеаsе in credit risk.

Where а modification does not lead to derecognition the Bank calculates the modification gain/loss
comparing the gross carrying amount before and after the modification (excluding the ECL allowance).
Then the Bank measures ECL for the modified asset, where the expected cash flows arising from
the modified financial asset аrе included iп calculating the expected cash shortfalls from the original
aSSet.
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The Bank derecognises а financial asset only when the contractual rights to the asset's cash flows expire
(including expiry arising from а modification with substantially different terms), оr when the financial
asset and substantially all the risks and rеwаrds of ownership of the asset are transferred to another
entity.

lf the Bank neither transfers поr retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Bank recognises its retained interest iп the asset and
an associated liability for amounts it may have to рау. lf the Bank retains substantially all the risks and
rewards of ownership of а transferred financial asset, the Bank continues to recognize the financial asset
and also recognizes а collateralized borrowing fоr the proceeds received.

On derecognition of а financial asset in its entirety, the difference between the asset's carrying amount
and the sum of the consideration received and receivable and the cumulative gain/loss that had Ьееп
recognized in OCl and accumulated in equity is recognized iп profit оr Ioss, with the exception of equity
investment designated as measured at FVTOCl, where the cumulative gain/loss previously recognized iп
OCl is not subsequently reclassified to profit оr loss.

Оп derecognition of а financial asset other than in its entirety (e.g. when the Bank retains ап option
to repurchase part of а transferred asset), the Bank allocates the previous carrying amount
of the financial asset between the part it continues to recognize under continuing involvement, and
the part it по longer recognizes оп the basis of the relative fаir values of those раrts on the date
of the transfer. The difference between the carrying amount allocated to the part that is no lопgеr
recognized and the sum ofthe consideration received for the part по lопgеr recognized and апу
cumulative gain/loss allocated to itthat had Ьееп recognized in OCl is recognized in profit оr loss.
А cumulative gain/loss that had Ьееп recognized in OCl is allocated between the part that continues to
Ье recognized and the part that is по longer recognized based on the relative fair values ofthose parts.
This does not apply fоr equity investments designated as measured at FVТОСl, as the cumulative
gain/loss previously recognized in OCl is not subsequently reclassified to profit оr Ioss.

Write-off. Loans and debt securities аrе written off when the Bank has no reasonable expectations of
recovering the financial asset (either in its епtirеtу or iп а portion of it). This is the case when the Bank
determines that the Ьоrrоwеr does not have assets оr sources of income that could generate sufficient
cash flows to rерау the amounts subject to the write-off. А write-off constitutes а derecognition event.
The Bank may apply enforcement activities to financiaI assets written off. Recoveries resulting from
the Bank's enforcement activities will result in impairment gains,

presentation of aIlowance for EcL in the statement of financial position. Loss allowances fоr EcL are
presented in the statement of financial position as follows:

Fоr financial assets measured at amortized cost: as а deduction from the gross carrying amount
of the assets;
Fоr debt instruments measured at FVTOC|: по loss allowance is recognized iп the statement of
financial position as the саrrуiпg amount is at fair value. However, the loss allowance is included
as part of the revaluation amount iп the investments revaluation reserve;
Fоr lоап commitments and financial guarantee contracts: as а provision.

2з



Aiyl Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 December,2O2O
(iп thousands о| Kyrgyz Sоm ('KGS1, uпlеss otherwise indicated)

Fiпапсiаl liabilities апd equity. Debt and equity instruments that аrе issued are classified as either
financial liabilities оr as equity in accordance with the substance of the contractual arrangement.

А fiпапсiаl liability is а contractual obligation to deliver cash or another financial asset or to exchange
financial assets оr financial liabilities with another entity under conditions that аrе potentially
unfavorable to the Bank or а contract that will or mау Ье settled in the Bank's own equity instruments
and is а non-derivative contract for which the Bank is or may Ье obliged to deliver а variable пumЬеr of
its own equity instruments, or а derivative contract очеr оwп equity that will оr may Ье settled other
than Ьу the exchange of а fixed amount of cash (оr another financial asset) for а fixed пчmЬеr ofthe
Bank's оwп equity instruments.

Equity instruments. An equity instrument is апу contract that evidences а residual interest in the assets
of ап entity after deducting all of its liabilities. Equity instruments issued Ьу the Bank аrе recognised at
the proceeds received, net of direct issue costs.

Repurchase of the Bank's оwп equity instruments is recognised and deducted directly in equity. No
gain/loss is recognised iп profit оr loss оп the purchase, sale, issue оr cancellation of the Bank's own
equity instruments.

Fiпапсiаl liabilfties. Fiпапсiаl liabilities аrе classified as either financial liabilities 'at FvTpL' or 'other
fi nancial liabilities'.

Financial liabilities at FVTPL. Fiпапсiаl liabilities аrе classified as at FVTPL when the financial liability is (i)
held for trading, or (ii) it is designated as at FWРL.

А financial liability is classified as held for trading if:

. lt has Ьееп incurred principally for the purpose of repurchasing it iп the пеаr term; or

. оп initial recognition it is part of а portfolio of identified financial instruments that the Bank
mапаgеs together and has а recent actual pattern of short-term profit-taking; оr

о lt is а derivative that is not designated and effective as а hedging instrument.

А financial liability other than а financial liability held fortrading or contingent consideration that may Ье
paid Ьу ап acquirer as part of а business combination may Ье designated as at FWPL upon initial
recognition if:

о such designation eliminates оr significantly reduces а measurement оr recognition inconsistency
that would otherwise arise; оr

о The financial liability forms part of а grоuр of financial assets оr financial liabilities or both, which is

managed and its реrfоrmапсе is evaluated оп а fair value basis, in ассоrdапсе with the Bank's
documented risk management оr investment strategy, and information about the grouping is
provided internally on that basis; оr

о lt forms part of а contract containing one оr more embedded derivatives, and lFRs 9 permits
the entire hybrid (combined)contract to Ье designated as at FVTPL.
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Financial liabilities at FVTPL are stated at fair value, with any gains/losses arising on remeasurement
recognized iп profit оr loss to the extent that they are not part of а designated hedging relationship. The net
gain/|oss recognized iп profit оr loss incorporates any interest paid on the financial liability and is included
in the 'Net gain/(loss) on other financial instruments at FVTPL' line item iп the profit оr loss statement.

However, for non-derivative financial liabilities that аrе designated as at FVТРL, the amount of change in
the fair value of the financial liability that is attributable to changes iп the credit risk of that liabi|ity is
recognized in OCl, unless the recognition of the effects of changes iп the liability's credit risk iп oCl would
create оr enlarge an accounting mismatch in profit оr loss, The remaining amount of change in the fair
value of liability is recognized in profit оr loss. Changes in fair value attributable to а financial liability's
credit risk that are recognized in OCl аrе not subsequently reclassified to profit оr loss; instead, they аrе
transferred to retained earnings upon derecognition of the financial liability.

Fоr issued loan commitments and financial gчаrапtее contracts that аrе designated as at FVTPL all gains
and losses аrе recognized in profit or loss.

ln making the determination of whether recognizing changes in the liability's credit risk in oCl will create or
enlarge an accounting mismatch in profit оr loss, the Bank assesses whether it expects that the effects of
changes in the liability's credit risk will Ье offset iп profit оr loss Ьу а change in the fair value of another
financial instrument measured at FVTPL. This determination is made at initial recognition.

Other financial liabilities. Other financial liabilities, including deposits and borrowings, аrе initially
measured at fаir value, net of transaction costs. Other financial liabilities аrе subsequently measured
at amortised cost using the effective interest method.

The effective interest method is а method of calculating the amortized cost of а financial liability and of
allocating interest expense over the relevant period. Fоr details оп ElR see the "net interest income
section" above.

Dеrесояпitiоп of financial liabilities. The Bank derecognizes financial liabilities when, and only when,
the Bank's obligations are discharged, cancelled оr have expired. The difference between the саrrуiпg
amount of the financial liability derecognized and the consideration paid and payable is recognised
in profit or loss.

When the Bank exchanges with the existing lender опе debt instrument into another опе with
substantially different terms, such exchange is accounted for as an extinguishment of the original
financial liability and the recognition of а new financial liability, Similarly, the Bank accounts for
substantial modification of terms of an existing liability оr part of it as ап extinguishment of the original
financial liability and the recognition of а new liabi|ity.

Similarly, а substantial modification of the terms of an existing financial liability or а part of it (whether оr
not attributable to the financial difficulty of the debtor) shal| Ье accounted for as an extinguishment of
the original financial liability and the recognition of а new financial liability. The difference between the
carrying amount of а financial liabi|ity (оr part of а financial liability) extinguished оr transferred to
another party and the consideration paid, including апу non-monetary assets transferred оr liabilities
assumed, shall Ье recognized in profit оr loss.
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Derivative financial instruments. The Bank is а party to derivative financial instruments, some of which
are held for trading and the remainder to manage interest, credit and foreign exchange risks. Derivatives
held include foreign сurrепсуfоrwаrd contracts, interest rate swaps, cross счrrепсу interest rate swaps.

FiПапсiаl guаrапtее contracts issued Ьу Bank аrе initially measured at their fair values and, if not
designated as at FVTPL and not arising from а transfer of а financial asset, аrе subsequently measured
at the higher of:

The amount of the loss allowance determined in ассоrdапсе with |FRS 9; and
The amount initially recognised less, where appropriate, cumulative amount of income recognised
iп accordance with the Bank's revenue recognition policies.

Fiпапсiаl guаrапtее contracts not designated at FVTPL are presented as provisions оп the Statement of
financial position and the rеmеаsurеmепt is presented in other revenue.

The Bank has not designated any financial guarantee contracts as at FVTPL.

Cash опd cash equivalents

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

Foreclosed osýets. ln certain circumstances, assets are repossessed following the foreclosure on loans
that аrе iп default. Repossessed assets аrе m easured at the lower of carrying amount and fair value less
costs to sell.

Property апd equipment. Land and buildings held for use in the production оr supply of goods оr
services, оr for administrative рчrроsеs, are stated in the statement of financial position at their cost less
accumulated depreciation and impairment losses.

Constructlon in progress is саrriеd at cost, less any recognised impairment loss. Cost includes professional
fees and, fоr qualifying assets, borrowing costs capitalised iп ассоrdапсе with the Bank's accounting
policy. Such construction in progress is classified to the appropriate categories of рrореrtу and
equipment when completed and readyfor intended use. Depreciation of these assets, оп the same basis
as other property assets, commences when the assets are ready for their intended use.

Freehold land is not depreciated.

Fixtures and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is recognised so as to write off the cost or valuation of assets (other than freehold land and
properties under construction) less their residual values очеr their useful lives, using
the straight-line method. The estimated useful lives, residual values and depreciation method аrе
reviewed at the end of each reporting period.

a

a
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Depreciation commences оп the date of acquisition, or in respect of internally constructed assets, from
the time an asset is completed and ready for use. Land is not depreciated. Estimated useful lives are as
follows:

Buildings
other constructions
Leasehold improvements
Office equipment
Computers
моtоr vehicles

50 yeors;
10-25 years;
З yeors;
З-15 years;

3-10 years;
5-10 years.

An item of property and equipment is derecognised чроп disposal оr when по future есопоmiс benefits
аrе expected to arise from the continued use ofthe asset. Апу gain оr loss arising оп the disposal оr
retirement of ап item of property and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit оr loss.

Gочеrпmепt grants

Government grants аrе assistance provided Ьу the Government, government agencies and state- owned
entities in the form of transferrin8 resources to the Bank iп exchange for compliance with certain past or
future conditions that аrе relevant to the Bank's operations. Government grants аrе not recognised
unless there is reasonable assurance that the Bank will meet all associated conditions and receive the
specified grants.

The benefit from obtaining а government loan at а below-market interest rate |s treated as а government
grant. The benefit frоm the below- market interest rate is measured as the difference between the initial
саrrуiпg amount of the lоап and the amount of proceeds.

Government grants аrе recognised iп profit оr loss in amortisation of government grапts оп а systematic
basis over the periods in which the Bank recognises as expenses the related costs for which the grапt
funds аrе intended to offset.

Amortisation of the government grant in the form of interest prepaid Ьу the Ministry of Fiпапсе of the
Kyrgyz Republic (Note 16) is recognised under "Amortization of the government grant" on а straight-line
basis очеr the life of the respective loans to customers.

lntangible o55efs

lntanяible assets acquired separatelv. lntangible assets with finite useful lives that are acquired
separately аrе carried at cost less accumuIated amortization and accumulated impairment losses.
Amortization is recognised on а straight-line basis очеr their estimated useful lives. The estimated useful
life and amortization method аrе reviewed at the end of each reporting реriоd, with the effect of апу
changes in estimate being accounted for оп а prospective basis. lntangible assets with indefinite useful
lives that аrе acquired separately are саrriеd at cost less accumulated impairment losses.
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Dеrесояпitiоп of iпtапяiЬlе assets. Ап intangible asset is derecognised оп disposal, оr when no future
economic benefits are expected from use or disposal. Gains or losses arising from derecognition of
аП intangible asset, measured as the difference between the net disposal proceeds and the саrrуiпg
amount of the asset, аrе recognised iп profit or loss when the asset is derecognised.

lmpairment of tanqible and iпtапqiьlе assets other than яооdwill. .

lntangible assets with indefinite useful lives and intangib|e assets not yet available for use аrе tested for
impairment at least annually, and whenever there is an indication that the asset may Ье impaired.

Recoverable amount is the higher of fair value less costs to selI and value iп use. ln assessing value iп use,
the estimated future cash flows are discounted to their present value using а рrе-tах discount rate that
reflects current market assessments of the time value of mопеу and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

lf the rесочеrаЬlе amount of ап asset (оr cash-generating unit) is estimated to Ье less than its carrying
amount, the carrying amount of the asset (оr cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit оr loss, unless the relevant asset is carried
at а revalued amount, in which case the impairment loss is treated as а revaluation decrease.

When ап impairment loss subsequently reverses, the carrying amount of the asset (оr а cash-generating
unit) is increased to the revised estimate of its rесочеrаЬlе amount, but so that the increased carrying
amount does not exceed the саrrуiпg amount that would have been determined had по impairment loss
been recognised for the asset (оr cash-generating unit) in рriоr years. А rечеrsаl of ап impairment loss is
recognised immediately iп profit or loss, unless the relevant asset is carried at а revalued amount,
iп which case the reversal of the impairment loss is treated as а revaluation increase.

Тохаtiоп. lпсоmе tax ехрепsе represents the sum of the tax currently payable and deferred tax.

Счrrепt tax. The tax сurrепtlу payable is based on taxable profit for the уеаr. Taxable profit before tax
as reported iп the sfotern епt of profit or loss опd other соmрrеhепsivе iпсоmе because of items of
iпсоmе оr expense that аrе taxable or deductible iп other years and items that are never taxable or
deductible. The Bank's сurrепt tax is calculated using tax rates that have been enacted or substantively
enacted Ьу the end of the reporting period.

Deferred tax. Deferred tax is recognised оп temporary differences between the carrying amounts of
assets and liabilities iп the financiаl statements and the corresponding tax bases used iп the computation oftaxable
profit. Deferred tax liabilities аrе generally recognised for all taxable temporary differences. Deferred tax assets аrе generally
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will Ье available against

which those deductible tеmроrаrу differences can Ье utilised. Such deferred tax assets and liabilities are
not recognised if the temporary difference arises from the initial recognition (other than iп а business
combination) of assets and liabilities in а transaction that affects neither the taxable profit nor
the accounting profit. ln addition, deferred tax liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.

Deferred tax liabilities are recorded taking into account taxable temporary differences related to
subsidiaries, associates and joint ventures, unless the Bank has control over the timing ofthe reversal of
the temporary difference and it is highly рrоЬаЬlе that the difference will not rечеrsе iп the foreseeable
futu re.
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The carrying amount of deferred tax assets is reviewed at the end of each reportin8 period and reduced to
the extent that it is no longer probable that sufficient taxable profits will Ье available to allow all or part
ofthe asset to Ье recovered. Deferred tax liabilities and assets аrе measured at the tax rates that аrе
expected to apply in the period in which the liability is settled orthe asset realised, based оп tax rates
(and tax laws) that have Ьееп enacted оr substantively enacted Ьу the end ofthe reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the mаппеr in which the Bank expects, at the end of the reporting period, to rесочеr оr settle
the саrrуiпg amount of its assets and liabilities.

Fоr the purpose of measuring deferred tax liabilities and deferred tax assets of investment property
measured at fair value, it is assumed that the carrying amount of such items is recovered solely through
sale, unless such а presumption is rebutted. The assumption is considered biased if the investment property
is depreciable and is used in а business model that aims to consume mоrе of the economic benefits
embodied in that investment очеr time than through sale. The Bank's management has reviewed its
investment property portfolios and has concluded that попе of the Bank's investment properties are used
in а business model that aims to consume most of the economic benefits embodied in such an investment
over time rather than through а sale. Consequently, the Bank's management determined that the sale
assumption described in the amendments to lAS 12 lпсоmе Taxes has not Ьееп rebutted. As а result, the
Bank did not recognize any deferred taxes оп changes in the fair value ofthe Bank's investment property as
the Bank is not subject to income tax on disposal of the Bank's investment рrореrtу.

Сurrепt and dеfеrrеd tax for the чеаr. Сurrепt and deferred tax аrе recognised iп profit оr loss, except
when they relate to items that are recognised in other comprehensive iпсоmе or directly in equity,
iп which case, the current and deferred tax аrе also recognised iп other comprehensive income оr
directly in equity respectively. Where счrrепt tax or dеfеrrеd tax arises frоm the initial accounting for
а business combination, the tax effect is included in the accounting for the business combination.

Ореrаtiпя taxes. lп the Kyrgyz Republic, where the Bank operates, there аrе requirements for the accrual
and payment of various taxes applicable to the Bank's activities, other than iпсоmе tax. These taxes are
reflected in the income statement / income statement and other comprehensive iпсоmе as part of
operating expenses.

Provisions. Provisions аrе recognised when the Bank has а present obligation (legal or constructive)
as а result of а past event, it is рrоЬаЬlе that the Bank will Ье required to settle the obligation, and
а reliable estimate сап Ье made of the amount of the obligation.

The amount recognised as а provision is the best estimate of the consideration required to settle
the present obligation at the end ofthe reporting period, taking into account the risks and uncertainties
surrounding the obligation. When а provision is measured using the cash flows estimated to settle
the present obligation, its саrrуiпg amount is the present value of those cash flows (when the effect
of the time value of mопеу is material).

When some or all of the economic benefits required to settle а provision are expected to Ье recovered
from а third раrtу, а receivable is recognised as ап asset if it is virtually certain that reimbursement will
Ье received and the amount of the receivable can Ье measured reliably.

Сопtiпgепсiеs. Contingent liabilities аrе not recognised in the statement of financial position but are
disclosed unless the possibility of апу outflow iп settlement is rеmоtе. А contingent asset is not
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recognised in the statement of financial position but disclosed when ап inflow of economic benefits is

рrоЬаЬlе.

Collateral. The Bank obtains colIateral in respect of customer liabilities where this is considered
аррrорriаtе. The collateral поrmаllу takes the form of а lien over the customer's assets and gives
the Bank а claim on these assets for both existing and future customer liabilities.

Gепеrоl reseNe. According to the Charter, the Bank creates а rеsеrче from retained earnings, which is
not available for payment as dividends, The purpose of the rеsеrче is to maintain the liquidity and capital
adequacy of the Bank iп the event of deteri oration in the Bank's profitability, reinvestment iп the Bank's
activities and other purposes in accordance with the decision of the gепеrаl meeting of shareholders. The
provision сап also Ье used to сочеr past losses discovered in the current period.

Share Capital.

Оrdiпоrу shares -оrdiпаrу shares are classified as equity. lпсrеmепtаl costs directly attributable to
theissue of ordinary shares and share options аrе recognised as а deduction from equity, net ofany tax
effects.

Dividends:The ability of the Bank to dесlаrе and рау dividends is subject to the rulеs and regulations of
Kyrgyz legis|ation.
Dividends in relation to ordinary shares аrе ref|ected as ап appropriation of retained earnings in the
period when they аrе declared.

4. Critical accounting judgements and key sources of estimation uncertainty

ln the application of the Bank's accounting policies the Bank mапаgеmепt is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that аrе not
readily apparent from оthеr sources. The estimates and associated assumptions аrе based оп historical
experience and other factors that аrе considered to Ье rе|ечапt. Actual results may differ from these
estimates.

The estimates and underlying assumptions аrе reviewed оп ап ongoing basis. Revisions to accounting
estimates аrе recognised in the period in which the estimate is revised if the revision affects опlу that
period, or in the реriоd of the revision and future periods if the revision affects both сurrепt and future
periods.

Critical accounting judgements

Review of financial risks. This note provides information on the Bank's exposure to financial risks. Fоr
information оп the Bank's financial risk management framework, see Note З0.

Credit risk - Amounts arising from ECL

lnputs, assumptions and techniques used for estimatinя impairment

siяnificant iпсrеаsе iп credit risk
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When determining whether the risk of default оп а financial instrument has increased significantly since
initialrecognition, the Bank considers reasonable and supportable information that is relevant and
available without undue cost оr effort. This includes both quantitative and qualitative information and
analysis, based оп the Bank's historical experience and expert credit assessment and including forward-
looking information.

The objective of the assessment is to identify whether а significant iпсrеаsе in credit risk has occurred for
ап exposure Ьу comparing:

the remaining lifetime probability of default (PD) as at the reporting date; with
the remaining lifetime PD for this point in time that was estimated at the time of initial recognition
of
the exposure (adjusted where relevant for changes iп prepayment expectations).

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

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

qualitative indicators, such as prolongation and restructures;
for correspondent and current accounts overdue Ьу 7 days. А delay of mоrе than 7 days indicates а

significant increase in credit risk;

overdue for а period other than З0 days. Тhеrе is а significant increase in credit risk when, although there
аrе less than 30 days in аrrеаrs at the rероrtiпg date, there has Ьееп at least опе mоrе than 60 days
overdue in the last б months.

Dеtеrmiпiпя whether credit risk has increased siяnificantlv

The Bank assesses whether credit risk has increased significantly since initial recognition at each
reporting period. Determinin8 whether ап increase in credit risk is significant depends on the
characteristics of the financial instrument and the Ьоrrоwеr, and thegeographical region. What is
considered significant will differ for different types of lending, in particular between соrроrаtе and retail.

The credit risk may also Ье deemed to have increased significantly since initial rесоgпitiоп 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 for exposures that meet
certain heightened risk criteria, such as placement on а watch list. Such qualitative factors аrе based on
its ехреrt judgement and relevant historical experience.

lf there is evidence that there is no longer а significant iпсrеаsе 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 often iпсrеаsе in credit risk, such as delinquency of fоrЬеаrапсе, may Ье indicative of ап
increased risk of default that persists after the indicator itself has ceased to exist. ln these cases the Bank
determines probation period during which the financial asset is required to demonstrate good behavior
to provide evidence that its credit risk has declined sufficiently. When contractual terms of а loan have
been modified, evidence that the criteria for recognising lifetime ECL аrе по longer met includes history
of up-to-date payment реrfоrmапсе against the modified contractual terms.

a

a

a

a

a
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Definition of default

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

the Ьоrrоwеr is unlikelY to раУ its credit obligations to the Bank iп full, without rеSоurсе Ьу the Bank
to actions such as realising security (if any is held);
the Ьоrrоwеr is past due mоrе than 9о days оп any material credit obli8ation to the Bank.
overdrafts are considered as being past due опсе the customer has Ьrеасhеd ап advised limit оr
been advised of а limit smaller than the current amount outstanding; оr
it is becoming рrоЬаЬlе that the Ьоrrоwеr will restructure the asset as а result of bankruptcy due to
the borrower's inability to рау its credit obligations.

lп assessing whether а borrower is iп default, the Bank considers indicators that аrе:

qualitative - e.g. breaches of covenant;
quantitative - e.g. overdue status and поп-рауmепt on another obligation of the same issuer to the
Bank; and

based оп data developed internally and obtained from external sources.

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

lпсоrроrаtiоп of forward- |ооkiпя information

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

The basic scenario is a|igned with information used Ьу the Bank for other purposes such as strategic
planning and budgeting. Ехtеrпаl information considered includes economic data and forecasts published
bygovernmental bodies and monetary authorities iп the country where the Bank operates, such as the
NationaI Statistic Committee and the Ministry of Economy of the Kyrgyz Republic, as well as international
bodies such as World Bank and lnternational Мопеtаrу Fund.

The Bank has identified and documented key drivers of credit risk and credit losses fоr each portfolio of
FiПапсiаl instruments and, using ап analysis of historical data of 2ОtЗ-2О2О, has estimated relationships
between mасrо-есопоmiс variables and credit risk and credit losses.

The basic есопоmiс scenarios used for lоап portfolio as at З1 DесеmЬеr 2020 and З1 December 2019
included the following key indicators for the Kyrgyz Republic:

масrоесопоmiс variables 2020 2019

GDP, real (percent у/у)
lnflation (percent у/у)
Share of foreign сurrепсу loans in the total loan portfolio of соmmеrсiаl banks
(interest)

Official exchange rаtе (KGS per US dollar, average (реrсепt, у/у)

* - рrеIimiпаrу estimate of the National statistical committee о| the Kyrgyz Republic

-8.6*
6.3

з4.5
10.8

4.6
1,1

з6.6
1,.4

з2
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Modified fina ncial assets

The contractual terms of а loan mау Ье modified for а пumЬеr of reasons, including changing market
conditions, cuStomer retention and other factors not related to а счrrепt оr potentialcredit deterioration
of the customer. Ап existing lоап whose terms have been modified may Ье derecognised and the
renegotiated loan recognised as а new lоап at fair value in accordance with the accounting policy set out
iп Note З above.

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

о its rеmаiпiпg lifetime pD at the reporting date based оп the modified terms; with
о the remaining lifetime pD estimated based on data at initial recognition and the original contractual

termS.

When modification results in derecognition, а new lоап is recognised and allocated to Stage l (assuming it
is not credit-impaired at that time).

Fоr financial assets modified as part of the Bank's fоrЬеаrапсе policy, the estimate of PD reflects whether
the modification has improved оr restored the Bank's abilityto collect interest and рriпсiраl and the
Bank's previous experience of similar fоrЬеаrапсе action. As part of this process, the Bank
evaluates the Ьоrrоwеr'S payment реrfоrmапсе against the modified contractual terms and considers
various Ьеhачiоrа l indicators.

Measurement of ECL:

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

о probability of default (PD);
о loss given default (LGD);

. exposure at default (EAD).

ECL for exposures iп Stage l is calculated Ьу multiplying the 12-month PD Ьу LGD and EAD. Lifetime ECL is
calcu|ated Ьу multiplying the lifetime PD Ьу LGD and EAD.

Generating the term structure of pD:

ln calculating the ECL, as indicated above, the weighted ачеrаgе PD (adjusted Ьу macroeconomic factor)
fоr stage 1 is used, and the marginal PD (adjusted Ьу macroeconomic coefficient) is used for stages
2 and З.

The probability of default (PD,%) for lоап is calculated using the Markov chains method, паmеlу,
stochastic lоап transition matrices over the intervals of overdue periods during а given analysed period.
As such а period, the Bank decided to use ап interval of 7 years. The annual interval is chosen due to the
fact that the average lоап term is 7 years.

Fоr the calculation of PD, all loans аrе allocated to portfolios and stages. Then the same portfolio of loans
is ranked Ьу data categories at the end of the реriоd under consideration.

зз



Aiyl Bank OJSC

Notes to the Financial Statements (Continued}
Fоr the Year Ended 31 December,2020
(iп thousands о| Kyrgyz Sоm ('KGS"), unless otheMise indicated)

Calculation of LGD:

The Bank estimates LGD раrаmеtеrs based on the history of rесочеrу rates of claims against defaulted
counterparties. The LGD model s consider the structure, collateral, seniority of the claim, counterparty
industryandrecoverycostsof апусоllаtеrаl thatisintegral tothefinancial asset. Forloanssecuredby
retail property, LTV (loan-to-value) ratios аrе а key parameter iп determining LGD. LTV ratios are
calculated on а discounted cash flow basis using the effective interest rate as the discounting factor.

EAD:

EAD represents the expected exposure in the event of а default, The Bank derives the EAD from the
current exposure to the counterparty and potential changes to the сurrепt amount allowed under the
contract and arising from amortisation. The EAD of а financial asset is its gross carrying amount at the
time of default.

Fоr lending commitments, the EAD is potential future amounts that may Ье drаwп under the contract,
which are estimated based оп historical observations and forward-looking forecasts. For financial
guarantees, the EAD represents the guarantee exposure when the financial guarantee becomes payable.

As described above, and subject to using а maximum of а 12-month PD for Stage 1 financial assets, the
Bank measures ECL considering the risk of default over the maximum contractual period (including апу
Ьоrrоwеr's extension options) очеr which it is exposed to credit risk, even if, for credit risk management
purposes, the Bank considers а longer period. The maximum contractual period extends to the date at
which the Bank has the right to require repayment of ап advance оr terminate а loan commitment or
guаrапtее.

Where modelling of а parameter is саrriеd out оп а collective basis, the financial instruments аrе
grouped on the basis of shared risk characteristics that include:

a

a

a

a

a

a

a

inStrument type;
borrower type;
credit risk grading;

collateral type;
date of initial recognition;
remaining term to maturity;
industry.

The groupings аrе subject to regular review to епsurе that exposures within а particu|ar group rеmаiп
appropriately homogeneous.

Fоr portfolios iп respect of which the Bank has limited historical data, externa| benchmark information is

used to supplement the internally available data.

Кеу sources of estimation uncertainty

The below аrе listed key estimations that the management have used in the process of applying
the Bank's accounting po|icies and that have the most significant effect оп the amounts recognised iп
the financial statements.
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Establishing the пumЬеr апd relative weightings of forward-looking scenarios for each type ol
product/morket апd determining the |orward looking iпfоrmоtiоп relevant to each sсепоriо. When
measuring ECL the Bank uses reasonable and supportable forward looking information, which is based оп
assumptions for the future movement of different economic drivers and how these drivers will affect
each other. Refer to Note З0 for more details, including analysis of the sensitivity of the reported ECL to
changes in estimated forward looking information.

Fair vоluе measurement апd valuotion process, ln estimating the fair value of а financial asset or
а liability, the Bank uses market-observab|e data to the extent it is available. Where such Leve| 1inputs
аrе not available, the Bank uses valuation models to determine the fair value of its financial instruments.
Refer to note 27 fоr mоrе details on fair value measurement.

5. Reclassification

certain reclassifications have Ьееп made to the financial statements as at 31 Dесеmьеr 2019 and for
the уеаr then ended to conform to the presentation as at 31 DесеmЬеr 2020.

As previously reported
December 31,

2019

Reclassification amount As reclassified
December 31,

2019
December 31,

2019

lnvestments in securities (pledged)

lnvestments in securities (unpledged)
lnvestment securities at amortized cost

lnterest income
lnterest iпсоmе calculated using the
effective interest method

other interest income

709,4I2
I,926,з0]

2,668,5t9

LL4,7зL

(709,4L2|
( 1,926,з07)

2,6з5,7L9

2,78з,25о

(2,668,519)

( 114,7з1)

2,6з5,7t;

2,78з,25о
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6. Cash and cash equivalents

31 December,
2020

000,KGs

31 December,
2019

000'KGs
cash оп hand 1,51

1,031,098Nostro accounts with the NВКR 1,О50,57О

Nostro accounts with other banks
о rated from А- to АА+
. rated ВВВ
о rated ВВ- to ВВ+
о rated below В+

8t7,24t
551,463

8,15з
91,165

1,098,306
859,086

1,1,270

5,339

6,885
. not rated 42,952

Total nostro accounts with other banks

Cash equivalents
. Term deposit with the NBKR With original maturity less than three months,

rated В 1,5оо,00о

Total cash equivalents 1.50о.O0о

2,200,000

2.2оо.ооо
Total cash and cash

Less: allowance fоr expected credit losses (425) 1227|

Total cash and cash equivalents 6,059,339 6,7l0,226

As at 31 December 2020 and 2019, balances with the NBKR include 2,844,L2g thousand KGS and
з,231,098 thousand KGS, respectively, comprising obligatory reserves in the NBKR. The Bank's ability to
withdraw from such accounts is not restricted Ьу the Kyrgyz legislation.

The credit ratings are presented Ьу reference to the credit ratings of Moody's credit ratings аgепсу оr
оthеr agencieS converted into Moody's scale. No placements with banks аrе past due.

Asat31 December2020,theBankhasbalanceswith3banks,whosebalancesexceed tO%ofequity
(З1 December 2019: 4 banks). The gross value of these Ьа|апсеS aS at 31 December 2020 is KGS
З,З72,249 thousand (31 December 2019: KGS 4,862,878 thousand).

7. Loans and advances to banks and other financial institutions

31 DесеmЬеr,
2020

31 December,
2019

283,559
79,386

2,016
з09

Total loans and advances to banks and other financial institutions з65,27о 418

Deposit in NBRK

Loans to financiaI institutions
Deposits in other banks
Ассrчеd interest

418

1 qяя,2n

1.980.8861.510.974
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8. Loans to customers

The total Ьаlапсе of loans and advances to customers саrriеd at amortized cost includes 18.6% of
corporate сuStоmеrs,60.З% of small and medium-sized enterprises,7.9Yo of finance leasing,8.9% of
mОrtgа8е loans and 4.2% of other (31 December 2О].9:24.7% of corporate clients, 55.5% of small and
medium enterprises, 7 .\Yo of fiпапсе leasing, 8.4% of mоrtgаgеs апd 4.з% of others).

31 DесеmЬеr,
2020

31 December,
2019

Loans to customers at amortized cost

Less allowance fоr expected credit losses

2з,8з6,195

(2,091,250)

20,695,0].4

( 1,664,485)

Total loans to customers 2!,744,945 19,озо,529

Loans to customers comprise:

31 DесеmЬеr,
2020

31 DесеmЬеr,
2019

Loans to corporate clients
Loans to corporate clients 4,44L,248 5,110,976

Total loans to corporate clients 4,44t,248 5,110,976
Loans to retail customers and other lоапs
Loans to small businesses
Моrtgаgе loans
Fiпапсе lease

14,з68,967
2,L29,555
1,883,460

Consumer loans 1,о12,965

11,495,1зз
L,7з2,7з8
L,471,,944

884,82з

Total loans to retail customers 19,394,947 15,5и,Oз8
Loans to customers before deducting allowance for expected credit losses 23,836,195 20,695,014

Less: allowance for expected credit losses (2,091,250) ( 1,664,485)

Total loans to customers net of allowance for impairment losses 21,744,945 19,О30,529

As at З1 December 2020 and 2019, а significant amount of loans is granted to companies operating iп
the Kyrgyz Repub|ic, which represents а significant geographical concentration in опе region.
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(а) Fiпапсе Lease:

lncluded in loans to customers аrе the following amounts of receivables under finance lease agreements
fоr agricultural equipment in which the Bank is the lessor and consisting of:

31 December,
zo20

31 December,
2019

Fоr up to 1 year
Fоr more than опе уеаr, but less than five years

588,970
1,551,613

L87,757

з60,812
9LI,1з2

Fоr more than 5

Minimum lease payments 2.з28.з40

633,755

1.906.29g

Less: unearned fiпапсе income
Fоr up to 1 уеаr
Fоr mоrе than опе уеаr, but less than five years

(154,560)
(275,081)

(I20,471],
(266,896)

Fоr mоrе than 5 years (15,239) (L6,672\

Less: unearned finance income (444,SSО) (404,039)

1,88з,460 1,502,260

Les!: allowance for expected credit losses ( 10з,58з) (48.785)

Net investment iп the fiпапсе lease L,7?g,877 |,453,775

During the Уеаr, finance lease receivables increased for the following reasons: increase iп prices for
machinery due to respective increase in customs duties оп imports from countries that аrе not part of
the Eurasian customs чпiоп, аlопg with ап increase in the foreign ехсhапgе rate, as well as an increase in
the amount of financial leases on agricultural machinery.

The Bank entered into finance lease agreements as а lessor for tractors, combineS, industrial equipment,
attachments, special equipment, cars, and breeding catt|e. The ачеrа8е finance lease term is б years.
Typical|y, these leases do not include renewal оr еаr|у termination options.

The Bank is not exposed to сurrепсу risk under lease agreements, since all leases аrе denominated in
KGS. The risk of the residualvalue of the leased equipment is not significant due to the existence of the
secondary equipment ma rket.

(Ь) Credit quality analysis:

The following table provides information on the credit quality of financial assets measured at amortised
cost aS at 3]. December 2020. Unless otherwise stated, for financial assets, the amounts iп the table
rерrеsепt the gross carrying amounts.

5б



Aiyl Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 December,2O2O
(iп thousonds of Kyrgyz Sоm ('KGS'), uпlеss otherwise indicated)

Fоr ап explanation of the terms "Assets related to Stage 1", "Assets related to Stage 2" апd "дssеts
related to Stage З" rеfеr to Note З above.

000,KGs stage 1 stage 2

Total
31 December,

2020

Loons to corporoЕ clients
- No overdue L,242,озз 280,867 935,480
overdue for less than 30 days 109 13,801 52,424
overdue 30- 89 days - бr2,з2L 87,864
overdue 90- 179 days L84,728
overdue for mоrе than ].80 days 1,0з1,621

2,458,з80
66,334

700,185
184,728

1.031.621

L,242,r42 906,989 2,292,LL7 4,44L,24a

Estimated provision for !oSSes |24,662| (240,645) (915,258) ( 1,180,565)

Book Value ц2r7,480 666,3lи 1,376,859 з.260.683

loons to srnor' Ь{rriлеssеs
- No overdue
Overdue for less than 30 days
overdue 30- 89 days
overdue 90- 179 days
Overdue for mоrе than 180 days

12,зз0,254

87,404
751,304
22,z!9
69,308

705,z47
26,764
26,577

263,984
85,906

1з,786,805
136,з87
95,885

263,984
85,906

t2,477,658 842,831 1,108,478 14,368,967

Estimated provision for losses (92,838) (165,897) lз28,272\ (587,007)

Book value L2,зz4,820 676,934 780,206 13,781,960
Mortgdgeloons
- No overdue
overdue for less than 30 days
Overdue 30- 89 days
overdue 90- ].79 days
overdue for mоrе thап 180 days

1,581,285
3,111

160,08з
8,860
8,5б0

з62,L78
852

1,905
2,727

2,].0з,546
L2,82з
8,560
1,905
2,72l

1,584,396 177,503 367,656 2,L29,555

Estimated provision for losses (27,058) (37,499) { 109,50з) ( 174,060)

Book value 1,557,338 140,0ф 258,153 1,955,495
Fiпопсе leose
- No overdue
overdue fоr less thап 30 days
overdue 30- 89 days
overdUe 90- 179 days
overdue for mоrе than 180 days

].,57].,6].5

2,з58
L79,82з

6,L77
з0,766

72,57о
156
286
2з

1,824,008
8,691

31,052
2з

19,686 19,686

1,573,973 2L6,766 92,7zl 1,883,460

Estimated provision for losses (13,032) (52.з92) {з8,159) (103,58з}

Book value 1,560,941 L64,з74 54,562 r,779,877
сопsчmеr lооm
- No overdue
Overdue for less than 30 days
overdue З0- 89 days
Overdue 90- 179 days

872,468
10,811

44,tz4
L,442
7,з97_

63,050
2,740
2,620
4,087

979,642
14,99з
10,017
4,087

overdue for mоrе than 180 days 4,226 4,226

88з.279 52,963 76.72з 1.012,965

Estimated provision for losses ( 15,023) (9,616) (21,396) (46,0з5)

Book value 868,256 4з,з47 55,з27 966,930
Total loans to retail cuýtomeБ and other
loans 16,459,306 1,290,063 1,645,578 L9,з94,947

Estimated provision for losses |L47,95L\ (265,404) (497,зз0} (910,685)

Loans to retail customeБ net of loss
allowance 16.311.з55 1,024,659 1,148,248 1а,4а4,262
Tota| loan to customers L7,70t,44g 2,197,052 з,9з7,695 2з,836,195

Total lo5s allowance |\72,61-з) (506,049) (1,412.588) (2,091,250)

Total lоап to customers leýs allowance
for impairment losses 2L,744,94517,528,8з5 1,691,003 2,525,107
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The table below provides information on the quality of loans to customers as at З1 DесеmЬеr 20].9:

000 KGs stage 1 sta8e 2 sta8e 3

тойl
31 December,

z019

Lo о пs to со rp orote cli е пts
- No overdue
overdue for less than 30 days
overdue 30- 89 days
overdUe 90- 179 days
Overdue for mоrе than 180 days
Tota| Loans to corporate clienb
Estimated provision for losses

2,842,568

,,*r,rri
( 136,228)

60,876

aо,rrc
(10,591)

540,440
240,895
з79,472
555,673
497,L72

2,2о7,5з2
(1.086.608)

з,443,884
240,895
з79,412
555,67з
49L,\rz

5,110,976
l1,2зз.427).

Book value 2,706,з40 50,285 1,72o,924 3,877,549

Loons to 
'moll 

businesses
- No overdue
Overdue for less than 30 days
overdue 30- 89 days
Overdue 90- 179 days
overdue for mоrе than 180 days
Total Loans to small businesses
Estimated provision for losses

10,937,197

,o,rrr,rri
(187,445)

28,з16
4,4!1
L,526

g4,2s!
(745)

292,44t
з9,795
75,б13
38,890
76,944

523,68з
( 140,ззз)

LL,257,954
44,206
77,lз9
з8,890
76,944

11,495,133
{з28,523)

Book value to,,l49,752 33,508 383,350 11,166,610

Mortgoge loans
- No overdue
overdue for less than З0 days

1,689,889 з,102 з0,7L7
7,072

|,7zз,708
7,о72
1,358overdue 30- 89 days 1,з58

Total loans to mortgage loans 1,689,889 з,Lо2 з9,147 7,7з2,1з8

Estimated provision for losses (13,970) (68) (24,826) (з8.864)

Book value 1,675,919 3,0з4 L4,зzl L,69з,274

Fiпапсе lea*
- No overdue
overdue for less than 30 days
overdue З0- 89 days
overdUe 90- ].79 days
Overdue for more than 180 days

1,260,758 5,021 L1l,z88
L,O7t

75,287
3,051
9,468

L,44з,о67
\,o7r

15,287
з,051
9,468

Total Fiпапсе Lease r,260,758 5,021 206,165 7,47L,944

Estimated provision for losses (4,070) \44,7LsJ (48,785)

Book value 1,256,688 5,021 161,450 1,423,159

сопsчmеr lоопs
- No overdue
overdue fоr less than 30 days
Overdue 30- 89 days
overdue 90- 179 days
overdue for more than ].80 days

845,909 20,911
з,721
5,046
з,з52
5,742

866,962
з,72L
5,046
з,352
5,742

Total consumer Loans 845,909 L42 з8,772 884,823

Estimated provision for losses
Book Vаlче

{6,082)
839,827 L42

(8,804)

29,968
(14,886)
869,9з7

Total loans to retail счýtоmеБ and
other loans 74,7зз,75з 42,5La ао7,767 15,5м,Oз8

Estimated provision for losses (211,567) (81з) (218,678) {4з1,058)
Loans to retail customeБ net of loss
аllоwапсе 14,522,186 589,089 15,152.980

Total lоап to customeБ 17,576,з2l 103,394 3,015,299 20,695,0l4

Total loss allowance |з47,195l ( 11,404) ( 1,305,286) { 1,664,485)

TotaI lоап to customeB less allowance
for impairment losses 19,030,52977,228,526 91,990 1,710,01з

4о
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Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 December,2O2O
(iп thousands oI Kyrgyz 5оm ("KGS"), unless otherwise indicoted)

Modified financial assets

As at 31 December 2020 and З1 December 2019, loans overdue Ьу less than 90 days and allocated to
stage 3 to in the tables above, are mainly represented Ьу loans restructured due to the financial
difficulties of the Ьоrrоwеrs, for which the stabilisation period have not yet expired.

(с) Available co]lateral and other mеапs of improving credit quality:

The tables below provide information on collateral and other credit enhancements for loans to
customers Ьу type of collateral as at З1 December 2020 and 2019.

Loss Property and
Gross carrying allowance other types of

value provision Carryingvalue collateral Cash deposits Unsecured

Total
31 December,

2020
Loans to corporate

clients
Loans to small

businesses
Mortgage loan
tiпапсе lease
consumer loans

4,44t,248 (1,180,565) 3,260,68з 3,101,919

14,368,967 (587,007) 13,781,960 Lз,5Lо,674 10,983
2,129,555 (174,060) 1,955,495 1,955,495

L58,762 з,260,68з

260,303 13,781,960
_ 1,955,495

91,864 L,779,877
- 966,9з1

1,88з,460 (10з,58з) t,779,877 1,68з,621
1,012,965 (46,035) 966,9з1 964,762

4,з92
2,L69

Total lоап to
customers 2З,836,195 (2,091,250) 21,744,945 21,216,471 17,544 510,929 21,744,945

000'KGS value provision value collateral Cash deposits Unsecured 2019
Loans to соrроrаtе
clients 5,110,976 (1,2зз,427| з,877,549 з,794,606 9,354 73,589 з,877,549

Loans to small
businesses

Mortgage lоап
Fiпапсе lease
consumer |oans

11,495,1зз (328,52з) 1].,166,610 10,942,980

884,82з (14,886) 869,9з7 8з3,255

Loss Property and
Gross carrying allowance Carrying other types of

Total
31 December,

820 222,8Lo ].1,166,610
t,69з,274

_ 4з8,з71 L,42з,1,59
- з6,682 869,9з7

t,7з2,tз8
t,47t,944

(38,864) L,69з,274 1,69з,274
(48,785) t,42з,759 984,788

Total loan to
customers 20,695,014 (1,664,485) 19,0З0,529 18,248,90З 70,\74 77t,452 19,0з0,529

(d) Fair value of available collateral:

According to the Bank's policy, the ratio between the loan amount and the value of the collateral should
Ье at а minimum 80 %.

Fоr certain loans, the Bank revises the appraised vaIue of collateral as at the date of the loan to its
present value, taking into account the estimated changes iп the value of rеаl estate objects. The Bank
may also make ап individual assessment of collateral at each reporting date if any indication of
impairment arises.

(е) Withdrawn security:

During the уеаr ended З1 December 2020, the Bank acquired а number ofassets Ьу obtaining control
over co|lateral for loans to customers with а net carrying amount of KGS 1,089,537 thousand (year ended
31 December 2019: KGS З71,036 thousand). These assets are presented in the line "Other assets" as
seized рrореrtу. The Bank's practice is to sell this property or lease it under а finance lease.
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Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 DесеmЬеr, 2020
(iп thousands of Kyrgyz Sоm ("KGS"), unless otherwise indicoted)

(f) Pledged assets:

As at 31 December 2020, loans to corporate customers and small businesses with а net саrrуiпg amount
of KGS L,76t,Ot2 thousand served as соllаtеrаl fоr loans extended to the Bank Ьу the National Bank of
the Kyrgyz Republic (З1 December 2019: KGS 1,810,456 thousand) (Note 15) Also, loans to corporate
customers and small businesses With а net carrying amount of KGS 2,542,985 thousand
(З1 December 2019: KGS З,082,643 thousand), served as security for loans provided to the Bank Ьу the
Russian-Kyrgyz Deve|opment Fund (Note 17).

(с) Sensitivityanalysis

Changes iп estimates could affect the allowance for loan impairment. Fоr example, if the amortized cost
of gross corporate portfolio changes Ьу plus / minus one percent, the allowance for impairment of loans
to corporate customers as at З1 DесеmЬеr 2020 will Ье KGS 11,806 thousand |ower / higher
(31 December,2079: KGS 12,ЗЗ4 thousand lower / higher).

Changes in estimates could affect the allowance for lоап impairment. Fоr example, if the amortized cost
of gross retail portfolio changes Ьу plus / minus опе percent, the amount of the allowance for
impairment of loans to retail customers as of З1 DесеmЬеr, 2О20 would Ье KGS 9,107 thousand lower /
higher (З1 December 2019: KGS 4,З11 thousand).

(h) Analysis of the lоап portfolio Ьу industry and geographic region;

Loans were issued рrimаrilу to customers operatin8 in the Куrgуz Republic and operating in the following
sectors of the есопоmу:

31 December,
2020

31 December,
2019

Loans fоr agriculture
Livestock raising, including:
- lncrease in the пчmьеr of cattle
- Horse breeding
- Sheep breeding
- other

9,з96,871
6,789,7L2
t,з29,з29

796,62з
48L,2o1

7,618,49L
5,29з,148
7,225,794

688,964
410,585

Сrор production, including: 2,77t,484 2,365,369

- Finance lease
- Cereals
- Vegetable growing
- Other

1,88з,460
274,69L
258,186
з55,147

t,477,944
200,598
з41,906
350,921

Poultry, beekeeping and other loans fоr a8riculture 32,951 93,432

Total loans for agriculture
Manufacturing and processing indUstry
Trade
Mortgage loans
Services
consumer |oans

construction
Transport
other loans to small businesses

12,201,з06
2,842,I49
2,695,4з5
2,129,555
7,729,о45
1,012,965

бз5,L77
551,463

to,077,292
2,]42,88L
z,71o,228
L,7з2,7з8

986,270
885,149
998,з52
зз9,24z

з9,100 22з,462

Total loans to customers 23,836,195 20,695,014

Estimated provision for losses (2,091,250) ( 1,664,485)

Total loans to customers less allowance for impairment losses 21,744,945 19,030,529
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Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 December,2O2O

thousonds о| 5оm unless otherwise

(i) Сопсепtrаt]оп of loans to customers

AS at 31 DесеmЬеr 2020, the Bank has 3 Ьоrrоwеrs оr groups of related borrowers, each of which exceed
\0% of equity (З1 December 2019 no such borrowers).

U) Loan maturitjes

The maturities of loans constituting the Bank's lоап portfolio as at the rероrtiпg date are disclosed in
(Note з0) and represent the periods from the reporting date to the maturity date for lоап agreements.

(k) Creditc]assification

During 2020 and 2019, the Bank applied the following categorisation of the lоап portfolio:

1) Loans issued to соrроrаtе clients аrе loans issued to legal entities and entrepreneurs with а lоап
amount of 20 million KGS inclusive реr client, and / or having ап annual turпочеr of 3О million KGS, and /
оr having ап аппuаl volume of individual mопеу transfer transactions, conversion transactions frоm50
million KGS;
2) Loans to retai| customers rерrеsепt all other loans.

Below is information оп restructured loans to customers who applied to the Bank during 2О20 and 2019,
which otherwise would Ье overdue оr impaired. Restructuring is а change in the terms of the lоап
agreement due to the deterioration of the financialsituation of the Ьоrrоwеr. Prolongation of the credit
refers to the prolongation of the payment of principle and interest.

segment Restructured loans Prolonged loans
Total саrrуiпg value

ECL 31 December,2020
Manufacturing and processing

industry
Services
Trade
Livestock raising
construction
Сrор Production
consumer loans
Fiпапсе Lease
Mortgage
Agro-Service
other

L1o,674
562,674
274,574

82,041
з22,900
з1,811
10,678
19,519
з0,941
7,4oL
1,з16

67з,562
200,864
111,685
24о,о27
57,654
4о,2Iб
5],,],70

44,986
5,952
t,972
1,505

(з16,690)
(259,602)
(102,618)
(92,169)

(L77,488|
( 1з,678)
( 15,409)
(29,886)
(7,169)
(3,190)

(662)

527,546
503,9зб
28з,641
229,899
203,066
58,з49
46,4з9
34,619
29,724
6,18з
2,L59

Total 1,514,529 1,429,593 (1,018,561) 1,925,561

4з
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Segment
Manufacturing and processing

industry
Trade
construction
Livestock raising
Сrор production
Fiпапсе lease
consumer loans
Моrt8аgе
Agro-Service
Service
Poultry, beekeeping and other

loans for agriculture
other5

Restructured loans

Total carrying value
31 December,

Ect 2019Prolonged loans

з29,860
48,153

101,596
4,з74
2,Lo2
1,910
2,I54

597
681

2,042

5,154

197,з90
15з,450
45,779

7о4,646
51,170
з8,44з
6,з60
8,998
6,765

318

з,514
53,249

(303,596)
(66,652)
(з5,542)
(26,2LLl
( 1з,459)
(2,зз2|
(1,049)
(4,019)

|2,44L|
(62)

(1,557)
(24,683)

22з,654
201,602
111,8зз
82,809
39,81з
38,021
7,465
5,576
5,005
2,298

t,957
зз,72о

Total 670,081 498,62з (481,602) 687,102

9. lnvestments in securities at amortised cost

Weighted
ачеrаgе

31 December, interest
2020 rate

Weighted
avera8e

31 December, interest
2о19 rate

Held Ьу the bank and measured at amortized cost
Treasury bills ofthe Ministry of Fiпапсе ofthe Kyrgyz Republic
Less: allowance for expected credit losses for investment

securities measured at amortised cost (t0,699)

L,754,67L 10,23 2,647,з94 10.40

( 11,675)
Total t,74з,972 2,635,719

As at З1 DесеmЬеr 2019 and 2020, all investments in securities аrе classified as Stage 1. No investments
iп securities аrе past due.

(а) Pledged assets

As at 31 December 2020, investments iп securities of KGS 240,000 thousand are pledged as collateral for
loans provided to the Bank Ьу the National Bank of the Kyrgyz Republic (31 December 2019;
KGS 318,З79 thousand) (Note 15).

As at З1 December 2020, investments in securities of KGS 5Lt,24З thousand аrе pledged as collateral for
loans provided to the Bank Ьу the Russian-Kyrgyz Development Fund (З1 December 2019:
KGS З91,0ЗЗ thousand) (Note 17).

As at 31 DесеmЬеr 2020 and 2019, treasury bonds of the Ministry of Fiпапсе of the Kyrgyz Republic in
the amount of KGS 75t,24З thousand and KGS 709,4l2 thousand, respectively аrе pledged as collateral
for the loans received
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10. Property and equipment, lntangible assets and Right of Use asset

Land, buildings,
At cost construction office equipment Computers

Motor
vehicles

Computer
software

Right of
Use Asýet Total

At 1 January,
2019 231,614 4t8,249 158,з35 76,810 tз2,657 L75,25t 1,192,916

Additions 8,228
Disposals (23)

67,L82
( 13,394}

6|,227
(7,908)

9,862
(з,7з0)

7,695 13,54з
(L,tl7\

16J,7з7
(26,2з2|

At 31 December,
2019 239,819 472,0з7 2LL,648 82,942 140,352 L87,6Ll 1,334,415
At 1 January,
2020 239,819 472,оз? 211,648 82,942 140,352 t87,6t7 1,3з4,415

Additions 2,Io2 26,575
( 10,029)

4,957
(2,753)

L2,466
( 1,019)

з4,609 30,902
(68,256)

111,611

|84,4з7|Disposals (2,з80)
Transfers - 8 (S)

At 31 December,
2020 239,541 488,591 21з,844 94,з89 L74,96l 150,26з 1,з61,589

Accumulated depreciation and impairment

At lJanuary,2019 (38,203) (167,146) (70,942) (24,4SS) (42,4ЗS) - (З4З,2t7|
Depreciation and

amortisation for
the period

Disposals
(50,222\ (29,946) (5,955)

At З1 December,
2019 (/и,660) (206,607) (9з,045} (27,557) (51,005) (45,629) (468,503)

At 1Jапчаrи 2020 (tИ,660) (206,607l (9з,045l (27,557) (51,005) (45,629) (468,50з)
Depreciation and

amortisation for
the period

Disposals
тrа nsfers
At 31 DесеmЬеr,
2020 (52,268) (247,045) (118,698l (4з,308) (61,538) (26,589) (549,446)

aarlvinp аmбl tnt

At 31 December
2020 L87,27з 24t,546 95,146 51,081 tLз,42з 12з,674 812,143

(6,480)
2з 10,761 7,84з 2,886

(8,567) (46,806)
- I,L77

(L47,9]6|
22,69о

(9,215)

L,607_

(50,414)

9,984
(8)

(z8,4t4|
2,75з

8

(16,з67) (10,5зз) (47,з94|
616 - 66,4з4

( 162,зз7)
81,394

At 31 December
2019 195,159 265,4305 118,603 55,385 89,347 141,988 865,912

As at 31 December 2020 and 2019, fully depreciated рrореrtу, plant and equipment equaled
KGS 174,449 thousand and KGS 1З9,226 thousand, respectively.

The average lease term is 3 years (2019; 3 years). The maturity of lease liabilities is presented iп Note 19.

Fоr the year
ended

31 December,
2020

00dKGS

tоr the year
ended

31 December,
2019

000'KGs

Amounts recognized in the statement of profit and loss
Depreciation expense
lntereSt expense
Expenses related to shoгt-term lease

47,з94
5,зз9
6,445

46,806
6,з05

22,L78

45



Aiyl Bank OJSC

Notes to the Financjal Statements (Continued)
Fоr the Year Ended 31 December,2O2O
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11. Other assets

As at 31 December 2020 and 2019, other assets of the Bank consisted of the following:

31 DесеmЬеr,
202о

000'KGs

31 December,
2019

000,KGs

other financial assets
Receivables frоm МFкR related to interest subsidies
Мопеу transfer receivables
other accounts receivables
Less: imроirmепt оllоwапсе for expected credit losses

179,804
55,01з
L2,46L

39,656
з5,361
L7,79L

( 13,940) (72,240\

Total other financial assets
other non-financial a5sets
Foreclosed property
Prepayment for finance lease equipment
Other prepayments
Materials and supplies
lnvestment рrореrtу
Prepayment of income tax

Total other non-financial assets

772,8об
48,943
48,560
t7,зз1
з,з29
2,98з

8зз,952

4з6,889
100,52з
52,361
15,881
з,з29

10,545

619,528

12. Deposits and balances from banks and other financial institutions

31 December,
2020

31 December,
2019

Time deposits of banks and other financial institutions (non-residents)
Due to banks and other financial institutions (residents)
Соrrеsропdепt accounts of other banks

58,170
56,611

з,1,87

79,Lз7
151,з59

з,416

Total 117,968 2зз,g!2

As at 31 DесеmЬеr 2020 and 2019, the Bank did not have banks or financial institutions, whose lоап
balances exceeded LO% of equity.

13. Current accounts and deposits from customers

31 December,
2020

31 December,
2019

Счrrепt accounts and deposits from соrроrаtе customers
- Current accounts and demand deposits
- Term deposits

5,998,4з1
з,L]5,47з

5,955,691
2,148,з14

9,17з,904 8,104,005
current accounts and deposits frоm retail customers
- current accounts and demand deposits
- Теrm deposits

1,895,027
4,904,858

1,560,82з
4,509,691

6,799,885 6,070,514

Total 15,973,789 |4,L74,5t9

Total other assets 1,067,290
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thousands 5оm uпlеss otherwise

As at Зl DесеmЬеr 2020 and 2019, customer deposits in the amount of 17,965 thousand KGS and
960 thousand KGS accordingly represented co|lateral for guarantees issued Ьу the Bank. As at
31 DесеmЬеr 2020, accrued interest payable is KGS 86,466 thousand (31 December 2019:
KGS 66,228 thousand).

As at 31 December 2020 and 2019, customer deposits in the amount of5,816,514 thousand KGS and
5,7З5,284 thousand KGS (З6% апd 40%), respectively, were obtained from 5 clients, which represents а
significant concentration.

14. Amounts due to the Minlstry of Finance of the Kyrgyz Republic

31 December,
2020

31 December,
2019

Loans for provision of finance leases to customers

subordinated debt

Loans for financing agricultural sector

Loans for financing business entities

Subordinated loans for international projects

other

7,007,2зз

908,877

670,591

459,553

200,165

2,о79

L,20t,292

908,671

25o,L62

27L,4з7

2,о79

з,248,498 2,6зз,641

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

(а) Subordinated debt

On 21 October 2013, the Bank signed an agreement N9 19-05/31 and addendums in 2014 and 2015 with
the Ministry of Finance of the Kyrgyz Repub|ic ("MFKR") under which the Bank received ап interest-free
subordinated debt with по maturity and with по collateral. The purpose of the debt was to provide funds
for the provision of loans Ьу the Bank for development of agricultural seeding, cattle breeding and other
services. According to the terms of the agreements, the Bank has to rерау the loans in case of change of
the ownership of the Bank оr refusal of the Bank to continue the lending projects. Moreover, the MFKR
has а right to monitor the proper usage of the provided funds Ьу reviewing quarterly and annual reports
of funds utilisation, and Ьу demand of the MtKR, the Bank has to conduct ап independentverification of
funds utilisation. Management believes that it is ап оп demand liability as the оссurrепсе of а change of
ownership, under which the МFКR may demand repayment of the debt, is out of сопtrоl of management.
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(Ь) Subordinated loans for 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 31 DесеmЬеr 2020 and 2019, the Bank has the
following subordinated loans in respect of international projects:

Nominal
interest

з1 з1
December December

2020 2019

9urrency rate lssue date Maturity KGS'000 KGS'000
The lnstitute regulated Ьу state
law and incorporated under the
laws of the Federal Republic of
German ("KfW") Fiпапсiпg of
Agricultural Production Supply
Chain Project;
lnternational Development
Association, Agro-business and
Marketing Рrоjесu
Asian Development Bank,
Agricultural Аrеа Development
Project;
lnternational Development
Association, Agro-business and
Marketing Project;
lnternational Development
Association, Agro-business апd
Marketing Рrоjесu
lnternational Development
Association, Assistance in
Development of Agricultural
Productivity Projec

KGS бо/о 9 Nov 2016 9 Nov 202З 8з,419 LIз,227

lnflation 12 Oct
KGS rate 20t2 15 Nov 2026 47,606 5з,52з

lnflation 28 Мау
KGS rate 2оо2 1 Dec 2021 зз,з45 66,61з

6-m Libor
KGS +|% ], Nov 20],1 1,5 Мау 2022 L6,ЗI2 15,50З

lnflation 26 Арr
KGS rate +2% 2007 15 Мау 2022 75,7|t 18,992

lnflation 2 Мау
KGS rate 20L4 15 Nov 2026 з,772 з,579

200,165 27L,4з7
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(с) Loans for provision of finance leases to customers

As at 31 DесеmЬеr 2020 and 31 December 2019, the Bank has the following loans for prov|sion of fiпапсе
leases to customers:

Nominal 31 з1
interest December December

Currency rate lssue date Maturity 2020 2019
Loan from Eurasian Development
Bank
Loan for provision of fiпапсе lease
to customers (assistance from the
gочеrпmепt of People's Republic
of China- Leasing 4)

Loan for provision of finance lease
to customers (assistance frоm the
8очеrпmепt of Republic of
Turkey- Leasing З)
Loan for provision of
fiпапсе lease to customers
from the government of
People's Republic of China
(Leasing 5)

Loan for provision of fiпапсе
leases оп development of
agricultural mасhiпеrу

12 Dec
KGS 5% 2ot4 15 Dec 2024 496,51з 642,445

KGS 0% 27Jul 2011 24Dec2024 L97,78з 222,Lз4

18 Маr
KGS 2% 201з 19 FеЬ 203З 165,064 174,064

28 Jun
KGS 2% 2019 28 Jun 2029 76,909 8з,757

KGS 0% 1 Ачg 2012 15 Sep 2027 70,964 78,892

1,007,2зз L,20t,292

Оп 13 November 2014, the Bank signed an agreement with МFКR and the Ministry of Agriculture
and Melioration of the Kyrgyz Republic оп provision of а lоап iп the amount of not grеаtеr than
equivalent of USD 20,000 thousand which were provided to the Kyrgyz Republic Ьу the Eurasian
Development Fund from the sources of the Anti-crisis fund of the Eurasian Economic Uпiоп. This lоап
WaS considered to Ье received on normal market terms, due to the participation of а development
organisation iп the provision of the funding for the loan.

Loans received Ьу the Bank from other funds, which were provided to the MFKR Ьу the People's
Republic of Сhiпа and Government of Turkey аrе considered to Ье provided uпdеr terms equivalent
to government grants, due to the fact that the underlying lender is а sочеrеigп state body, and the
fact that interest rates аrе considered to Ье below the rate of funding fоr equivalent Ьоrrоwiпgs provided
to the Bank under similar programs from international deve|opment institutions.

At the origination date these loans were therefore recognised at fair value and resulting discount was
recognised as а Government grant (Note 16).
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(d) Other Loans from МFКR

Счrrепсу lssue date Maturity

з1
31 December oecember

2020 2019

Nominal
interest

rate

Fiпапсiпg of business entities

Financing of agricultural sector
Development of оthеr
regions - fоr investment
projects

Financing of agricultural sector

Financing of agricultural sector

Fiпапсiпg of agricultural sector

Fiпапсiпg of business entities

Fiпапсiпg of business entities
Development of hard to
reach regions - for investment
projects

Financing of business entities
Development of other
rеgiопs - for working
capital replenishment
Development of hard to
rеасh regions - for working capital
replenishment

Financing of business entities

Financing of business entities

Financing of business entities

Fiпапсiпg of business entities

other |oans

KGS L5%

KGS 5.5о/о

20 Jul 2020
2о Mar
2о2о

27 Dec
2019

8 Apr 2020
29 Мау
2020

20 Aug
2020

20 Jul 2020
25 Sep
2о20

25 Dec
2019

25 Sep
2020

18 Dec
2019

25 Dec
2019

20 Jul 2020

20 Jul 2020
25 Sep
2о20

25 Sep
2о2о

27 Dec
20L2

20 Jul
2о2з

20 Mar 2021

27 Dec2024
8 Apr
2025

29 Мау 2025

20 Aug 2025
20 Jul

2о2з

25 Sep 2025

25 Dec 2024

25 Sep 2023

18 Dec 2021

25 Dec2O22
20 Jul
202з
20 Jul

2025

25 Sep 2023

25 Sep 2023

31 Dec 2025

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGS

KGs

KGS

KGS

|.5%

з.5%

З,5о/о

|.5%

L.5o/o

Ls%

5,5%

L5%

5.5о/о

зs%

6.5%

L%

Lo/o

6.5%

оо/о

26,з65

15,604

з,18 1

з,001

2,001

67t

2,079

з5,511

41,400

2,079

268,795

150,00о

1зз,019 149,151

7ф,227

Ioo,227

Loo,227

78,827

7о,о57

44,92з 24,100

зз,019

t,Lз2,22з 252,24L

On 20 March 2020, the Bank signed ап agreement with the МFКR to provide the Bank with
450 million and 550 million KGS to issue loans for projects aimed at financing Agriculture-8 and loans for
projects aimed at financing business entities respectively in the Kyrgyz Republic,

Оп 11 December 2019, the Bank signed ап agreement with the MFKR for provision of KGS 250 million to
the Bank for the purpose of issuing and refinancing the projects targeted at rеgiопаl development in the
Kyrgyz Republic. The loans are provided to eligible borrowers at 6-10% depending on the region, term
and рurро5е of the loan.
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The Bank believes that the fair value of these loans at initial recognition is consistent with the amounts
received under the loans because they wеrе obtained within the framework of а state program aimed at
the development of regions of the Kyrgyz Republic, iп particular, remote mountain regions. Loans are
provided to borrowers who meet the established requirements at а rate of 6-70%, depending оп the
region, term and purpose ofthe loan.

(е) Covenants

As at 31 December 2020, the Bank was in Ьrеасh of а financial covenant - an indicator of risky loans in
the portfolio ("PAR") overdue for more than 90 days - stipulated in the loan agreement with the MFKR
for funds received from Км. As а result, the total amount of the credit debt of this |ender in the amount
of KGS 83,419 thousand was presented iп the "on demand and less than опе month" category of liquidity
risk (Note 30) (As at З1 DесеmЬеr 2019 Bank violated financial covenant - indicator of risky loans in а
portfolio overdue fоr mоrе than 90 days). Despite these violations, based оп the results of negotiations
with creditors, the Bank expects that rерауmепts will continue in ассоrdапсе with the original terms of
the agreement.

15. Amounts dче to the National Bank of the Kyrgyz Republic

31 December,
2020

31 December,
2019

Loans from NBKR 1,345,91з L,L82,746

1,345,913 L,L82,746

As at 31 December 2020 the short-term loans from the NBKR were collateralised Ьу loans to customers of
KGS 1,761,012 thousand (31 December 2019: KGS 1,8].0,456 thousand) (Note 8), and investments in

securities of KGS 240, 000 thousand (З1 DесеmЬеr 2019: KGS 318,379 thousand) (Note 9).

Nominal
interest

Currency rate lssue date Maturity

31
DесеmЬеr,

2020

31
December,

2019

Borrowing from NBKR (auction)

Borrowing frоm NBKR (auction)

Borrowing from NBKR (auction)

Borrowing frоm NBKR (auction)

Borrowing from NBKR (auction)

Borrowing from NBKR (auction)

Borrowing from NBKR (auction)

Borrowing from NBKR (auction)

Borrowing from NBKR (auction)

5.90% бJчп 2018
28 Мау

5.00% 202о
26 Mar

4.50% 2019
9 Apr

5.00% 2020
28 Ачg

5.00% 2о2о
10 oct

4.z5% 2019
11 Jun

5.00% z02o
21 FеЬ

4,25% 2020
5 Арr

5.00% 2018

KGS

KGS

KGS

KGS

KGS

KGS

KGS

5 June 2021

27 Мау 202L

25 Маr 2021

8 Apr 2021

9 Apr 2021

27 FеЬ 2O2L

10 June 2021

20 FеЬ 2021

Jun 2020

з82,870

277,19L

170,514

150,616

100,411

100,з48

88,100

75,26з

452,L82

L76,775

100,349

45з,440KGS

1,182,746Total loans from NBKR 1,345,913
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16. Government grant

unless otherwise

З1 December,
2020

31 December,
2019

lnterest-free and below market interest rаtе loans

lnterest prepaid Ьу the МFКR to subsidise agricultural
Fiпапсiп8

198,487

87,755

221,81L

82,79t

286,242 з04,602

The folIowing tables represent the movement of government grant for the уеаr ended
З1 December 2020 and 2019:

Opening Ьаlапсе as at 1 Jапчаrу 2020

Additions in subsidies
Reco8nition of government subsidy

з04,602
zL4,o55

(228,233)
other changes (4,].82)

Closing Ьаlапсе as at З1 December 2020 286,242

Opening Ьаlапсе as at 1 January 2019

Additions in subsidies
lnterest income
Other changes

з86,099
250,4з2

(з25,299)
(6,630}

Closing balance as at 31 DесеmЬеr 2019 з04,602

(а) lnterest-free and below market interest rate loans:

During 2011 to 2015 and 2020, the Bank recognised government grants arisingfrom interest-free and
below market interest rate loans provided Ьу the MFKR for provision of finance leases to customers
(Note 14). Subsequent to initial recognition, the benefit is transferred to profit оr loss as interest income
очеr the period to maturity of the related lоап portfolios.

(Ь) Interest prepaid Ьу the МFКR to subsidise agricultural financing:

On 12 Jапuаrу 2013, the Government of the Kyrgyz Republic approved the "Financing of agricultural
sector" project on provision of subsidised loans to the local banks. Under this project, the Bank signed
eight agreements during 201З-2020 with the MFKR for а receipt of а subsidy with а purpose of providing
government aSSiSta псе to agricultural producers for autumn-Spring seeding, cattle breeding and
agricultural processing in the Kyrgyz Republic (Note 8), The Bank provides eligible agricultural producers
with loans at 6-10% реr annum depending on the duration of loans, using its own funds. The МFКR
provides additional interest of LL% per аппчm for loans issued iп 2Ot7 ,8.ЗЗ% реr аппum - for loans
issued in 201.8,7.49% per аппчm - for loans issued iп 2019 and 6.04% per аппum - for loans lssued in
2020. The МFКR makes аппчаl prepayments of additional interest for each for the next twelve months
periods of the issued loans duration. The Bank recognises such annual prepayments оп а monthly basis
under "amortisation of government grant" caption in the statement of profit or Ioss and other
comprehensive iпсоmе (Note 21).
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The МFКR iп its turn has а right to monitor the рrореr usage of the provided funds and to request
information relating to the loans issued under this project. lf the МFКR is not satisfied with the usage of
the funds, the funds may Ье withdrawn.

17. Other borrowed funds

The table below provides details of оthеr Ьоrrоwеd funds as at 31 December 2020 and 2019.

31 December, 31 December,
Currency lnterest rate lssues date Maturity 2020 2019

State Моrtgа8е Соmрапу
lпсоfiп CVBA- 1

BlueOrchard Microfinance Fund 2
Russian-Kyrgyz Development Fund
з
lпсоfiп CVBA- 2

Russian-Kyrgyz Development tuпd
1

Global lmpact
Мiсrо, Small & Medium Enterprises
Bond S,A. З
Micro, Small & Medium Enterprises
Bond S.A, 1

BlueOrchard Microfinance Fund 1

BAKUBAT Talas Welfare Fчпd
Eurasian Development Bank 2

Public Fund Raiffeisen Cooperative
Development Fund in Kyrgyzstan

7%, 8Yо,9о/о 1 Oct 2016
5% 2з oct 2017

з.78 % 18 Jul 2018

Lo/", Зо/о 20 Jul 2016
Libor +3 % 26 Apr 2018

бО/о,8О/о З Sep 2015
з.65% 2Nov2018

10.5 % 24 Jul2OLB

Libor +3 % 3 Ju| 2018
Libor +4 % 15 Мау 2018

4% ].0 Jan 2019
6.54% 8 Sep 2017

Tt% 26 Mar 2004

KGS
USD

EUR

1 FеЬ 2031
2з ocl 2ozL
20 Dec 2022

26 Dec2O22
26 Дрr 2О22

26 Dec 202з
2 Мау 2О22

24 Jul2O2L

10 Jul 2022
16 Мау 2022
10 lап 2024
9 Sep 2020

2о Jап 2о22

1,658,806
833,468
751,6з9

747,767
541,420

479,зз1
4з8,284

358,289

29з,990
207,746
151,512

L,604,765
985,476
811,800

804,648
70з,t4L

779,855
зз7,з2I

з59,184

251,045
264,080
151,097
727,87з

409

USD
USD

KGS
EUR

KGS

USD
USD
KGS
USD

KGS

Total other borrowed funds 6,46L,652 7,180,694

(а) Loans from Russian - Kyrgyz Development Fчпd ('RKDF")

On 2 September 2015 and 5 March 2016, within the framework of the рrоgrаm of the RКDF fоr the
provision of small and medium enterprises with access to lоап rеsоurсеs through соmmеrсiаl banks, the
Bank signed two agreements with the RKDF for KGS loans in the total amount of KGS 950,000 thousand.
The loans should Ье provided опlу for the purposes specified iп the lоап agreements with the RKDF and
to Ьоrrоwеrs meeting certain criteria.

Оп 11 July 2016, under the same рrоgrаm, the Bank signed the third agreement with RКDF for а lоап in
the amount of USD 10,000,000. On 26 July 2017, the Bank signed ап additional agreement with RKDF for
а lоап in the amount of USD 1,500,000 to fund the "lntensive Gardens" рrоgrаm. ln 2019, the Bank
signed another agreement with RKDF for USD 5,000,000 uпdеr the existing program. The interest rate on
loans to customers issued Ьу the Bank should not exceed the interest rate оп loans received Ьу the Bank
Ьу mоrе than 5% реr аппчm.

Due to the lack of an actual market for this type of financing provided Ьу international organisations,
aimed to aid the small and medium-sized enterprises, ореrаtiпg in the specific sectors of the есопоmу,
these RKFR loans represent а Separate market Segment,
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As at З1 December 2020, the loans received from the RKDF were co|lateralised Ьу loans to customers
with а саrrуiпg amount of KGS 2,542,985 thousand (зJ. December 2019: KGS з,082,64з thousand)
(Note 8) and investments in securities worth KGS 511,24З thousand (З1 December 2о19:
KGS З91,0ЗЗ thousand) (Note 9).

(Ь) Loan frоm State Mortgage Company

Under the implementation of "Affordable Housing 2о15_202о" Program (the "Program") of the
Government of the kyrgyz Republic, the Bank signed а General Agreement for Соореrаtiоп with the state
Mortgage Company (the "SMc") on 1 FеЬruаrу 2016. ln accordance with this a8reement, the SMc Will
provide funds to the Bank to issue and rеfiпапсе mоrtgаgе loans of the citizens of the Kyrgyz Republic.
The interest rate on mortgage loans issued bythe Bank should not exceed the interest rate on loans
received Ьу the Bank Ьу more than 5%.

(с) Loans from international microfinance companies

During 2018, the Bank has signed new agreements with several international financial institutions. The
borrowed funds wеrе obtained for financing small-medium enterprises. On 5 Мау 2018, the Bank signed
аП a8reement with BlueOrchad Microfinance Соmрапу for the amount of USD 5,0ОО,OОО for the period
of four years with interest rate Libor +4Уо. Оп 7 July 2Ot7 , the Bank signed an agreement with Micro,
Small & Medium Enterprises Bond S.A for the amount of USD 3,О0O,ООО with maturity in four years and
interest rate LiЬоr+З%.

During 2018 and 20].7, the Bank signed agreements with lNCOF|N CVBA to rесеiче loans of
USD 10,000,000 and USD 15,000,000 respectively with interest rates Libor+3% апd 5% respectively,

(d} Bakubat Talas Welfare Fчпd

During 2019, the Bank signed two agreements with Bakubat Talas Welfare Fчпd fоr а total amount of
KGS 150,000 thousand for development of smalland medium business and agricultural projects in the
Talas region. The Bank provides loans not exceeding 4% of the interest rate paid to Bakubat Talas Welfare
Fund.

Management of the Bank believes that thеrе are по other financial instruments similar to the other
Ьоrrоwеd funds received from RKDF, State Моrtgаgе Company and Bakubat Talas Welfare Fund
and due to the specific паturе of clients, these products represent а separate market. As а result, other
borrowed funds from the RKDF at at 4.3-5%, SMC at 4% апd Bakubat Talas Welfare Fчпd at 4% were
received iп ап orderly transaction and as such have been rесоrdеd at fair value at the recognition date.

(е) Covenants

The Bank is obligated to соmрlу with financial covenants in relation to funds and loans from banks and
financial institutions. These covenants include stipuIated ratios, debt to equity ratios and various other
financial performance ratios.
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As at З1 December 2020, the Bank breached the following covenants:

о Portfolio quality ratio (РАRЗ0) of not more than 12% and portfolio quality ratio (PAR90) not mоrе
than 10% as required under the lоап agreements with BlueOrchard Microfinance Fund.

' PAR over З0+ restructured not mоrе than 5% and Risk сочеrаgе ratio for lоап losses (PAR3O + above
than 70%) as required under the lоап agreements with lNCOF|N CVBA.

' Мах Risk on capital of not mоrе than 25% as required under the lоап agreements with Micro-Small
& Medium Enterprises Bonds S.A.

' Maximum risk оп capital of not mоrе thап25Уо and shаrе of classified loans iп credit portfolio not
more than 10% as required under the loan agreements with Russian-Kyrgyz Development Fund.

. Share of classified loans iп credit portfolio not mоrе than 10% as required under the loan
agreement with Eurasian Development Bank.

. Loan portfolio at PAR90 risk not mоrе than 5% as required under the loan agreement with Ministry
of Fiпапсе ofthe KR.

AS at З1 December 2020, the total outstanding amount ofthese lenders has accounted to
KGS 4,213,050 thousand became contractually due оп demand, and is therefore presented iп the "on
demand and less than опе month". Management believes that the global COV|D-19 pandemic has
affected the Bank's ability to comply with these covenants as at З1 December 2020. Management
confirms that there аrе по cross default breaches under the terms and conditions of the loan
agreements. The Management of the Bank applied to microfinance companies for а waiver of the ratios.
As at 31 December 2020, the Bank received waivers from |NCOF|N on З0 October 2020. The Bank
received wаiчеr from following lenders in 2021: Micro-Small&Medium Enterprises Bonds S.A., Russian
Kyrgyz Development Fund, Eurasian Development Bank. Since the Bank did not obtain а waiver from
these creditors as at 31 December 2020 and did not have ап unconditional right to defer settlement for
at least twelve months after the reporting date of З1 December 2020, the loans were classified as а
сurrепt liability. The Bank has not received waiver from BlueOrchard and Ministry of Fiпапсе of KR.

As at 31 December 2019, the Bank was iп breach of certain financial covenants prescribed Ьу the lоап
agreements with the RKDF and international microfinance companies. As а result, the total outstanding
amount of these lenders fоr KGS 5,424,8З2 thousand became contractually due оп demand, and is
therefore presented in the "on demand and less than опе month" category of the liquidity risk disclosure
(Note 30). Based on negotiations with these lenders, management consider that there аrе сurrепtlу no
indications the contractual terms repayment terms will Ье amended as а result of these Ьrеасhеs.
(Note 30).
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(0 Reconciliation of movements of liabilities to cash flows arising from financing activ]ties

Liabilities

Other
Amounts due to Borrowed

Amounts due to NBKR funds
00dKGs мFкR (Note 14) (Note 15) (Note 16) Total

Ваlапсе at 1 Jапчаry 2020 2,633,641 1,182,746 7,18о,694 10,997,081
Changes from financing cash flows

proceeds from amounts due to the
Ministry of tiпапсе of the Kyr8yz
Republic L,267,052 1,261'о52
Repayment of amounts due to the
Ministry of Fiпапсе of the Kyr8yz
Republic
proceeds from amounts due to the
National Bank of the kyrgyz Republic
Repayment of amounts due to the
National Bank of the Kyrgyz RepUb|ic
proceeds from other borrowed funds
Repayment of other borrowed funds

(654,840)

- 825,000

_ (662,407)

,aa,rou

(654,840)

825,000

(662,407)
2з4,906

(1,775,з76) (|,775,з76|
Total chan8es from financin8 cash

Flows 606,212 162,593 (1,540,470 ) (77 1,66 5)

Effect of changes in foreign exchange
Rates

other chan8es
change in accrued interest

7,942

6,70з 574

849,136

|27,7o8l

85 1,078

(20,43 1)

Balance as at 31 December 2020 3,248,498 1,345,913 6,461,652 11,056,063

tiabiIities

00dKGs

Amounts due
Amounts due to мFкR to NBKR

(Note 14} (Note 15)

other воrrоwёd
funds Loans from

(Note 16) Shareholder Total

Ваlапсе at 1 Janua ry 2019
Changes from financing cash flows

proceeds from amounts due to the
Ministry of Fiпапсе of the Kyr8yz
Republic
Repayment of amounts dUe to
theMinistry of Fiпапсе of the kyrgyz
Republic
proceeds from amounts due to the
National Bank of the Kyrgyz Republic
Repayment of amounts due to the
National Bank of the Kyrgyz Republic
proceeds from other
borrowed funds
Repayment of other

2,488,881 2,Lz5,849

352,500

(208,077)

7,001,369 _ 11,616,099

352,5(ю

(20&077)

з00,0Ф

(1,239,1ш)

- з00,000

_ (1,239,100)

1,215,453 1,215,453

borrowed funds (997,З79) (997,379)

Total changes fro, fin.n.ing.-
flows 144,42з (939,100) 2L8,074 (576,603)

Effect of changes in foreign ехсhапgе
rates (56) - (з6,641) (З6,697)
other chan8es
lntere5t expense
lnterest paid

62,978
(62,585)

74,з87
(78,з90)

з97,074
(з99,182)

5 з4,4з9
(540,157)

2,633,641 \182,746 7,180,694 10,997,081Ваlапсе as at 31 December 2019
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18. Other liabilities

31 December,
2020

31 December,
2019

other fi папсiаl liabilities:
other financial liabilities 28,Lбз Ll,з27
other поп-fi nancial liabilities:
other taxes payable
vacation reserve
Deferred tax liabilities
Credit line commitments and guarantee provision
Precious metals deposits of customers
other поп-fi nancial liabiIities

22,з45
43,566
44,t2з
LI,745
\2,97t
16,585

29,557
з9,229
з5,806
7,874

10,865
з0,525

Total other liabilities L7g,4g7 165,18З

19. Lease liabilities

О!епiпg balance as at 1 January 2020 t47,7зб
AdditionS
Lease termination
Lease payments
lnterest ехрепsе

30,902
(8,845)

(52,089)
5,зз9

Fоrеigп exchan8e difference З,758

Closing Ьаlапсе as at 31 December 2020

Opening Ьаlапсе as at 1 January 2019

Additions
Transition to lFRS 16s

Lease termination
Lease payments
lnterest ехреп5е
Fоrеig! exchange difference

178,559
L4,з62

(з8,880)
(6,з05)

Closing Ьаlапсе а5 at 31 December 2019 147,736

31 December,
202о

31 DесеmЬеr,
2019

Yеаr 1

Year 2

Year З

Year 4
Year 5

з4,LL7
25,985
22,414
27,9з0
9,9з0

51,77з
26,з78
1,9,522
L7,820
16,705

Моrе than 5 years 16,170 27,707

Total lease liabilities 136,546 159,9О5

uпеаrпеd interest (9,7 45\ ( 12,169)

Саrrуiпt amount of lease liability 126,801 l47,7зб

Current lease liability
Non-current lease liability

30,107
96,694

47,82з
99,91з
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20. Share capital

(а) lssued CapitaI

As at 31 DесеmЬеr 2020, the authorised, issued and outstanding share capital ofthe Bank consists of
з47,626 оrdiпаrу shares (З1 December 2019; зз7,g2о ordinary shares). дll shares have а nominal value of
KGS 10 thousand.

оп З0 June 2020, according to the decision of the General Meeting of Shareholders, the issue of ап
additional 9,706 ordinary shares WaS approved Ьу directing 97,060 thousand KGS from retained earnings
to increase the authorised and issued share capital of the Bank (31 December 2019: the issue of
additional Lt,O44 ordinary shares WaS approved Ьу directing t70,44O thousand KGS).

The holders of оrdiпаrу shares аrе entitled to receive dividends as they аrе declared, and also have the
right to one vote реr share at the annual and general meetings ofthe Bank's shareholders

(Ь) Additionatpaid-incapital

Since November 2017, the Government of the Kyrgyz Republic provided the Bank vehicles, office
equipment and computers free of charge for temporary use. During уеаr ended З1 Dесеmьеr 2о2о, the
iпсrеаsе of additional paid-in capital of kGs 1,078 thousand includes expenses for that property, which is
аппuаl|у determined based оп fair value of assets, calculated Ьу independent appraiser
(2019: 496 thousand KGS).

The Bank's share capitaI comprises of the following number of shares (iп thousand);

Authorised and
issued shares shares lssued

Ordinary shares
(раr value of KGS)

1 January, 2019
lssue of shares

226,876 226,876
11 77L

Аý at 31 December, 2019 з37,920 зз7,920
lssue of shares 9,706 g,7об

As at 31 December, 2020 з47,626 з47 ,626

(с) General reserve

According to the Сhаrtеr of the Bank, the Bank creates rеsеrче frоm retained earnings which is not
available for future dividends payments. The purpose of the rеsеrче is to maintain liquidity and capital
adequacy of the Bank, in case of worsening of profitability, to reinvest into operations and other
purposes according to the decision of the General shareholder Meetin8. The rеsеrче may also Ье used to
cover for losses related to prior periods which wеrе detected iп the счrrепt period. Дs at
31 December 2020 and 20].9, the general rеsеrче amounted 189,696 thousand for both years. ln 2020,
due to the pandemic, there Was no provision for future requirements. The rest of the retained earnings
after the payment of dividends is fоr increasing the authorized capital.

58



AiyI Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
For the Year Ended 31 December,2020
(iп thousands of Kyrgyz Sоm ("KGS"), uпlеss otheшise indicated)

(d) Dividends

Dividends payable are restricted to the maximum retained earnings of the Bank, which аrе determined
accordingtothelegislationoftheKyrgyzRepublic.On30June 2020,bythedecisionoftheGeneral
Meeting of Shareholders, dividends in the total amount of 52,278 thousand KGS (150 KGS реr оrdiпаrу
share) (2019: 210,000 thousand KGS (64З KGS реr оrdiпаrу share) wеrе dec|ared and paid.

According to the NBkR lnstruction "оп establishment of capital adequacy standards for commercial
banks of the Kyigyz Republic" approved Ьу the Resolution N9.18/2 dated 21 July 2О04 of the Management
Board of the NBKR (last revised оп 27 DесеmЬеr 2019), banks are not allowed to make decisions оп
PaУment 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 estab|ished Ьу the NBKR.

As at 31 December 2020, the requirement for the value of the capital buffer index WaS at the level of not
less than 20%. The size of the buffer was within the standards required for the distribution of dividends.
(2019:At least 24%).

21. Net interest iпсоmе

2о2о
lnterest income at effective interest rate
Loans to customers
lnvestment in securities at amortized cost
Loans and advances to banks and other financial institutions
Cash and cash equivalents
Total interest income at effective intereýt rate 2,8з4,900 2,783,250

Amortisation of gочеrпmепt grant 204,991 з24,997

2,48з,225
256,947
9з,759

969

2,42з,5L8
зз5,72L
2з,7t4

297

current accounts and deposits from customers
Amounts due to the Ministry of Finance of the Kyrgyz Republic
other borrowed funds
Amounts due to the National Bank ofthe Kyrgz Republic
lnterest expense on fiпапсе lease
Repurchase agreements
Deposits and balances from banks
Other

(7t4,19L|
( 1з 1,з91)
(3з7,915)
(62,581)
(5,3з9)
(з,105)
(1,084)
(8,з80)

(J2L,547|
(64,927|

(з95,125)
(74,з87)
(6,з05)
(5,748)

(950]

Total interest ехрепsе (1,264,5S6) (1,268,989)

Net interest income оп interest bearing assets before allowance for expected credit
losses 1,775,з05 1,839,258

22. Net foreign exchange translation gain

Realised gain оп foreign exchange transactions

unrealized loss from revaluation

166,595

(6,з9з)

111,656

|2,72L|
Total 160,202 108,9з5

2019
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23. Fee and commission income and expense

2020 2019
Fее and commission iпсоmе:
Мопеу Transfers
settlements
Commission income for payment cards
Commission fee for storage of valuab|es
Other

190,405
76,847
24,889
5,774
5,949

2L6,\о2
82,682
22,649
4,406
з,760

Total fee and commission income ЗОЗ,864 з29,599
Fее and commission expense:
Commission expenses fоr payment cards
Мопеу transfer fees
settlements

(з4,064)
(1з,Oз1}
(10,з62)

(з0,027)
( 12,910)
(14,195)
(2,670)

(26,929)
Commission fees for storage of valuables (2,9ОО)

Other commission expenses (З9,72О)

Total fee and commission expen5e (100,077) (86,731)

24. lmpairment losses/(recovery)

2020 2019
Impairment losses on interest Ьеаriпg assets:
lmpairment losses on lоап5 to customers
lmpairment losses оп investments in securities
lmpairment losses оп cash and cash equiva|ents

(181,215)

976
270

(711,991)

zз,444
75з

(180,029) (687,794)
lmpairment losses on other assets:
other financial assets
Non-financial assets

(1,641) (700)

(497,690) (220,86з)
(499,331) (221,56з)

Recovery of impairment losses оп credit-related commitments:
credit related commitments (4,158) 25,8з8

Total impairment losses/(recovery) (4,158} 25,8з8
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25. Operating expenses

Sоm unless otheMise

2020

Employee compensation
Рауrо|l related taxes
Depreciation and amortization
Security services
Depreciation of right of use assets
Repairs and maintenance
тахе5 other than on iпсоmе
Stationery апd office supplies
professional services
utilities
communication and information services
Rent
Advertising and marketing
Тrачеl expenses
Representative expenses
Training
Other expenses

76I,245
].з0,565
114,943
52,691
47,з94
55,8з7
з1,,о72
Lз,672
14,856
11,965
9,5L2
6,445
6,276
2,909
2,61о
L,O7з
7,805

703,669
118,426
101,170

49,857
46,806
42,679
3,486

14,585
L2,542
11,004
10,617
22,t78
L2,276
5,942
2,475
2,8з2
5,765

Total operatint expenses 1,270,810 1,166,309

26. lпсоmе tax ехрепsе

The Bank measures and records its current income tax payable and its tax bases in its assets апd liabilities
in accordance with the tax regulations of ethe Kyrgyz Republic where the Bank operate, which may differ
from lFRS.

current lncome tax

Current income tax is calculated based оп the estimated taxable profit for the year, taking into account
income tax rates in force оr substantively enacted at the reporting date, as well as adjustments for
income tax of previous уеаrs.

The Bank is subject to certain permanent tax differences due to the non-tax deductibility of certain
expenses and certain iпсоmе being treated as non-taxable for tax purposes.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for tax purposes. Теmроrаrу
differences as at 31 December,2020 and 2019 relate mostly to different methods/timing of income and
expenSe recognition as well aS to temporary differences generated Ьу tax - book bases' differences for
certain assets,

According to the Тах Code of Kyrgyz Republic fоr the computation of taxable profit, the Bank is entitled to
deduct impairment reserves for loans to customers and foreclosed assets frоm the aggregated аппчаl
income, accrued in accordance with NBKR "Regulation on classification of assets and accruals of provision
for covering potential losses" #9504 registered in Ministry of Justice of the Kyrgyz Republic dated
15 June 2017. The amount of lоап loss provisions in financial statements is formed in ассоrdапсе with
the requirements of lFRS.
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The tax rate used for the reconciliations below is the соrроrаtе tax rate of 10% payable Ьу соrроrаtе
entities in the Kyrgyz Republic on taxable profits (as defined) under tax |aw in that jurisdiction.

Deferred tax assets/(liabilities) as at З1 December, 2020 and 2019 comprise:

31 December,
2020

31 December,
2019

Deferred tax (liabilities)/assets in relation to
Loans and advances from banks and loans to customers
Ri8ht-of-use as5et
Рrореrtу and equipment
lnvestment securities
provision

Lease liability

(z7,76о|
(26,566)
(z2,4з9|

1,957
з,231

27,454

(16,285)
(14,199)
(21,264|

1,168

74,774

Net deferred tax liability (44,123)

The effective tax rate reconciliation is as follows for the years ended 31 December, 2О20 and 2019;

(з5,806)

2019

profit before iпсоmе tax 196,з59 t57,294

Тах at the statutory tax rate (10%)

Non-deductible costs/(non-taxable iпсоmе)
19,6зб
L2,972

L5,729
в,247),

lпсоmе tax expense 32,608 L2,482

Сurrепt income tax expense 24,29I 15,1з5
Deferred tax expense 8,317 (2,653)

lпсоmе tax expense 32,608 12,482

27. Commitments and contingencaes

ln the normal соursе of business, the Bank is а party to financial instruments with off-balance sheet risk
iп оrdеr to meet the needs of its customers. These instruments, involving varying degrees of credit risk,
аrе not reflected in the statement of financial position.

The Bank uses the same credit control and management po|icies iп undertaking off-balance sheet
commitments as it does for оп-Ьаlапсе operations.

Provision for losses on contingent Iiabilities totaled KGS 16,888 thousand and KGS 648 thousand as at
З1 December 2020 and 2019, respectively (Note 18).

As at 31 December, 2020 and 2019 contingent liabilities comprise:

credit related commitments:

The Bank has outstanding credit related commitments to extend loans. These credit related
commitments take the form of approved loans and credit card limits and overdraft facilities.
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The Bank provides financial 8uarantees and letters of credit to guarantee the реrfоrmапсе of customers
to third parties. These agreements have fixed limits and generally extend for а period of up to five years.
The Bank applies the same credit risk management policies and procedures when granting credit
commitments, financial 8uarantees and letters of credit as it does for granting loans to customers.

The contractual amounts of credit related commitments аrе Set out iп the following table Ьу саtеgоrу.
The amounts reflected iп the table for credit related commitments aSSume that amounts аrе fully
advanced. The amounts reflected in the table for guarantees and letters ofcredit represent the
maximum accounting loss that would Ье recognised at the reporting date if counterparties failed
completely to реrfоrm aS contracted.

31 December,
2020

31 DесеmЬеr,
2019

contingent liabilities апd credit commitments
Loan and credit line commitments
G uаrа ntees

L79,L55
62,L29

115,181
54,567
5,180Overdrafts з,7g2

245,о76 174,928

Total contingent liabilities and credit commitments 228,L88 L74,280

Credit quality of other contingent liabilities:

The following table provides information оп the credit quality of the contingent liabilities as at
Зl December 2020 and З1 December 2019.

31 December,
2020

stаяе 1 stаяе 2 Total
credit related commitments
Loan and credit liпе commitments
G ua rantees
overdrafts

L64,717
62,L29
з,792

Total credit related commitments 230,638

14,4з8

14,438

179,155
62,I29
з,792

245,076

Loss allowance (10,581) (6,307) ( 16,888)

Net credit re|ated commitments 22О,О57 8,1з1 228,LBa

31 DесеmЬеr,2019
stаяе 1

credit related commitments
Loan and credit line commitments
overdrafts
G чаrа ntees

115,180
5,181

54,567

1 15,180
5,18].

54,567

Total credit related commitments L74,928 L74,928

Loss allowance (648)

Net credit related commitments L74,28o

As at З1 December 2020 and 2019 the Bank did not have significant credit concentrations related to
credit related commitments.

t74,28o

provisions
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Extension of loans to customers within credit line limits is approved Ьу the Bank on а case-by-case basis
and depends on borrowers'financial performance, debt service and other conditions.

27.1. lnsurance

The insurance industry iп the Куrgуz Republic is in а developing state and mапу forms of insurance
protection соmmоп iп other party of the world аrе not yet generally available. The Bank does not have
full coverage for its premises and equipment, business interruption, or third party liability in respect of
property оr environmental damage arising from accidents оп its property оr relating to operations. Until
the Bank obtains adequate iпsurапсе сочеrаgе, there is а risk that the loss оr destruction of сеrtаiп
assets could have а material adverse effect on operations and financial position.

27.2. Legal proceedings

Management is unaware of апу significant actual, pending оr threatened claims against the Bank.

27.3.Taxation

The taxation System iп the Kyrgyz Republic is relatively new and is characterised Ьу frequent chanBeS in
legislation, official pronouncements and court decisions, which are often unclear, contradictory and
subject to vаrуiпg interpretation Ьу different tax authorities, including opinions with respect to lFRs
treatment of revenues, expenses and other items in the financial statements. Taxes are subject to review
and investigation Ьу а пumЬеr of authorities, which have the authority to impose Severe fines, penalties
and interest charges. А tax year remains ореп fоr review Ьу the tax authorities during the three
subsequent calendar years; however, under certain circumstances а tax уеаr may remain ореп for six
calendar уеаrs.

These circumstances may сrеаtе tax risks iп the Kyrgyz Republic that are substantially more significant
than in other countries. Management believes that it has provided adequately for tax liabilities based оп
its interpretations of applicable kyrgyzstan tax legislation, official pronouncements and court decisions.
However, the interpretations of the relevant authorities could differ and the effect on these financial
Statements, if the authorities were successful in enforcing their interpretations, could Ье significant.

28. Fаir value of financial instruments

lFRS defines fair value as the price that would Ье received to sell ап asset or paid to transfer а liability in
an orderly transaction between market participants at the measurement date.

28.1. Fаir value of the Bank's financial assets and financial liabllities measured at fair value
оп а recurring basis

some of the Bank's financial assets and financial liabilities are measured at fair value at the end of each
reportin8 period. The following table gives information about how the fair values of these financiaI assets
and financial liabilities аrе determined (in particular, the valuation technique(s) and inputs used).
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Except as disclosed in the following table, in the opinion of the Bank's management, the carrying
amounts of the Bank'S financial assets and liabilities as reported iп the financial statements approximate
their fair values.

31 December,2020 31 December,
Book Value Fаir Value Book Value Fаir Vаlче

2019

Loans to customers
lnvestments in securities at amortized cost

21,,744,945
L,74з,972

21,6з9,47з
1,519,901

19,0з0,529
2,6з5,7L9

14,t74,5L9

L9,1,42,74L
t,789,577

t4,797,686Customers accounts and deposits 15,97з,789 ].6,о20,887

31 December, 2020
Level 1 Level 2 Level 3 Total

Loans to customers

lnvestments in securities at amortized cost

18,з62,504

1,519,901
16,020,887

з,2l6,969 2t,6з9,47з

1,519,901
16,020,887customers accounts and

31 December
Level 1 Level 2 Level 3

Loans to customers
lnvestments in securities at amortized cost
customers accounts and deposits

18,021,817
t,789,577

L4,L97,686

1,120,924 L9,742,741,
t,789,577

t4,797,686

The fair values of financial aSSetS and financial liabilities included in the Level 2 and Level З categories
above have been determined in accordance with generally accepted valuation techniques based оп
discounted cash flow analysis, with the discount rate that reflects the credit risk of the counterparty
being the most important input. During this period, thеrе wеrе no transfers between Level 1 and 2

Тhеrе wеrе no transfers between Levels during the period.

нiеrаrсhч of fair value measurements:

The Bank estimates fair value using the following hierarchy of fаir value measurements, which takes into
account the materiality of the inputs used iп generating those estimates.

О Level 1: quoted prices in ап active market (unadjusted) for identical financial instruments;
о Level 2: data, other than quoted prices, related to Level 1, available direct|y (quotes) оr indirectly (data

derived from quotes). This category includes instruments that аrе valued using: quoted market prices in
active markets for similar instruments, quoted market prices for identical or similar instruments in
markets that are not considered active, or оthеr valuation techniques all of which аrе based directly or
indirectly оп оЬsеrчаЬlе market prices.

о Level З: data that is not avai|able. This category includes instruments that are valued using information
that is not based on observable inputs, where such unobservable inputs have а significant effect оп the
instrument's measurement. This category includes quoted instruments fоr similar instruments that
require the use of significant unobservable adjustments оr judgments to reflect differences between the
instruments.
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29. Capital risk management

The National Bank of the Куrgуz Repub|ic establishes and monitors the fulfillment of requirements for the
level of the Bank's equity capital.

The Bank defines as equity those items that аrе defined iп accordance with the legislation of the Kyrgyz
Republic as items constituting equity of credit institutions.

lп ассоrdапсе with the сurrепt requirements fоr equity capital established Ьу the NBkR, banks must
maintain the following normatives:

о ratio of the ratio of total capital to the value of risk-weighted assets (capital adequacy ratio) above
the prescribed minimum level of 12%,

о the ratio of Tier 1 capital to assets risk-weighted above the prescribed miпimu m level of 6%;
о adequacy ratio of Тiеr 1 base capital above the prescribed minimum level of 4.5%;
о and the ratio of total capitalto total assets above the prescribed minimum level of 8%.

The Bank started to calculate adequacy ratio of Tier ]. base capital starting from 2020 according to new
requirement of NBKR.
As at 31 DесеmЬеr 2020 and З1 December 2о19, the Bank's capital adequacy ratio was iп compliance
with the statutory requirements.

The table below shows an analysis of the composition of the Bank's equity, calculated iп accordance with
the requirements ofthe NBKR, as at З1 December 2О2О and З1 December 2019:

unaudited
31 December,

2020

unaudited
31 DесеmЬеr,

2019

Total capital
Risk - wei8hted assets

4,998,з17
22,224,245

4,9з9,2оз
20,752,986

Total capital adequacy ratio 2з.8%

Total tier 1 capital

Base tier 1 capital

Risk - Weighted assets 22,224,245 2о,752,986
4,589,189

2,224,245

20.6%

3,594,756

з,598,900

Tier 1 Capital adequacy ratio

Total capital 4,998,з17
Total assets з1,792,958

4,9з9,20з
з0,616,181

Leverage 15.5% t6.L%

Risk-weighted assets are valued using а risk weighting system, graded according to the nature of the risk
and reflecting an assessment of the credit, market and other risks associated with each asset and
counterParty, taking into account апу acceptable collateral оr 8uarantees. Д similar valuation
methodology is used for unrecognized contractual commitments, with some adjustments to reflect the
mоrе contingent nature of potential losses.
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lп ассоrdапсе with the quantitative indicators established to ensure capital adequacy, the Bank is obliged
to comply with the requirements regarding the minimum amounts and the ratio of the total capital (12%)
and Тiеr 1 capital (6%) to the total amount of risk-weighted assets.

30. Risk management policies

Management of risk is fundamental to the Bank's banking business and is ап essential element
of the Bank's operations. The main risks inherentto the Bank's operations are those related to;

о credit ехроsчrеs;
о Liquidity risk;
о Market risk.

The Bank recognises that it is essential to have efficient and effective risk management processes in
place. То епаЬlе this, the Bank has established а risk management framework, whose mаiп purpose is to
protect the Bank from risk and allow it to achieve its performance objectives.

The Bank's risk management policy is aimed at identifying, analyzing and managing the risks to which the
Bank is exposed, at Settin8 risk limits and corresponding controls, as well as at continually assessing the
level of risk and its compliance with the established limits. Risk management policies and procedures аrе
reviewed оп а regular basis to reflect changes in the market situation, offered banking products and
services, and best international practice.

The Board of Directors of the Bank is responsible for the рrореr functioning of the risk management
control system and, within the framework of this responsibility, its main responsibilities аrе:

- determination of the main parameters fоr risk management, which the Bank is exposed to, and the
establishment of acceptable levels for these risks;
- exercising supervision over the actions of the Management Воаrd of the Bank undertaken to identify,
assess, monitor and сопtrоl risks;
- approval of major transactions fоr amounts ranging from 5% |о 2о% of the total assets of the Bank,
depending оп the nature of the transaction, as well as all active transactions with related parties of the
Bank,

Meetings of the Board of Directors аrе held as required, but at least опсе а month.

The Management Board of the Bank is responsible for monitoring and implementing risk mitigat|on
measures, as well as ensuring that the Bank operates within the established risk limits Ьу empowering
and identifying responsible persons iп rеlаtiоп to the implementation of policies and measures to
mitigate the Bank's risks. Meetings of the Management Board аrе held as needed, but at least опсе а
week.
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Assessment of banking risks provides for the identification and analysis of internal and external factors
affecting the Bank's activities, which is carried out Ьу the Bank's risk manager. The responsibilities of the
risk manager of the Bank include gепеrаl risk management, implementation of risk policies and
proced u res а nd control over their оЬsеrчап се, as well as control over the use of gепеrа l рriпсiр les а nd
methods for detection, assessment, management and reporting, both on financial and on non-financial
risks. The risk manager of the Bank reports directly to the Воаrd of Directors and оп а monthly basis
submits а report to the Воаrd of Directors оп the factors affecting the increase in banking risks.

30.1 Credit risk management:

Credit, market and liquidity risk аrе managed and monitored Ьу the System of Credit committees, the
Asset and Liability Management Committee (ALco) and the Liquidity Management Committee, both at
the levelof the portfolio as а whole and at the level of individualtransactions.

lп оrdеr to facilitate efficient decision-making, the Bank has established а hierarchy of credit committees
depending оп the type and amount ofthe exposure.

The first level: the Bank's Credit Committee, which is authorized to саrrу out credit operations in relation
to the total loan debt of опе Ьоrrоwеr in ап amount not exceeding0.8% of the Bank's net total capital, as

wellas credit operations, regardless of size, if funds are provided as collateralon а separate deposit
account with the Bank. The Bank's Credit Committee is not entitled to саrrу out credit transactions with
related parties and interbank placements.

second level: Branch credit committees and small credit committee of the Bank.

Credit committees of branches аrе authorized to perform operations iп relation to the total credit debt of
one borrower, with the exception of loans to related parties, in the amount of:
- for loans and credit substitutes - up to (and inclusive) 10,000,000 (ten million) KGS.

The Small Credit Committee of the Bank is authorized to perform operations iп relation to the total credit
debt of one Ьоrrоwеr, except for loans to related parties, in the amount of:
- for loans and credit substitutes - up to (and inclusive) 10,000,000 (ten million) KGS.

Asset and Liability Management Committee (ALCO) - the main functions of the ALCO are:
regulation of the structure of assets and liabilities in order to maintain liquidity, ensuring а stable interest
margin and spread, regulation of assets and liabilities in order to comply with economic standards,
management of operational risks associated with work with financial tools.

Liquidity Management Committee (СtМ) - the main functions of СFМ are to effectively manage the
Bank's liquidity and make decisions on treasury operations within the limits set Ьу the ALCO, and within
this responsibility, its main responsibilities аrе:
- making decisions on direct placement and attraction of funds, as well as exchange of assets iп the
interbank markeU
- determination of the directions and conditions for the placement of short-term funds of the Bank, the
volume of transactions with foreign currency;
- setting limits on exchange rates, volumes of assets and liabilities in foreign сurrепсу for daily operations
in foreign currency, etc.
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Both external and internal risk factors are identified and managed within organizational structure of the
Bank. Particular attention is paid to the development of risk maps, which are used to identify the entire
list of risk factors and sеrче as the basis for determining the level of adequacy of current risk mitigation
procedures. ln addition to the standard analysis of credit and market risks, the Risk Management
Department monitors financial and non-financial risks Ьу holding regular meetings with operational units
in order to obtain ехреrt assessments in specific areas.

lп ассоrdапсе with the requirements of the legislation of the Kyrgyz Republic, the Risk Management
Committee has Ьееп established in the Bank. lt is created and formed bythe decision of the Board of
Directors, is accountable to the Воаrd of Dirесtоrs and acts within the framework of the powers
delegated to it Ьу the Board of Directors.

use of forecast information.

When assessi ng for а significant increase iп credit risk, as well as when measuring expected credit losses,
the Bank uses forward-looking information that can Ье obtained without undue financial оr labor costs.
The Bank епgаgеs experts who use ехtеrпаl and iпtеrпаl information to create а "baseline scenario" of
the future dynamics of relevant economic indicators, as well as а representative set of other possible
forecast scenarios. External information used includes economic data and forecasts published Ьу
government and mопеtаrу authorities.

The Bank analyzes the Iikelihood of these forecast scenarios. The baseline scenario represents the single
most likely scenario and includes information used Ьу the Bank for strategic planning and budgeting
purposes. The Bank has identified and documented the main factors of credit risk and credit losses for
each portfolio of financial instruments and, through statistical analysis of historical data, assessed the
relationship between macroeconomic variables, credit risk and credit losses. The Bank did not change the
valuation methods оr significant assumptions made during the rероrtiпg реriоd.

The approach to the construction and analysis of forecast scenarios used Ьу the Bank to estimate
expected credit losses is as follows.

1. Macroeconomic variables are identified, the change of which affects the default behavior of borrowers
Ьу constructing а regression and its statistical assessment;
2. Macroeconomic variab|es are projected fоr future periods using the AR|MA model;
З. Scenarios of economic development are determined, after which PD is adjusted for future periods.

lmplementing а robust credit risk assessment and measurement procedure for accounting purposes that
provides а solid foundation for the соmmоп systems, tools and data used to assess credit risk and
account for expected credit losses. Providing consultations, recommendations and specialists to various
business units in оrdеr to introduce advanced methods of credit risk management within the Вапk.

The lnternal Audit Service conducts regular audits to епsurе that existing internal controls and
procedures are рrореrlу developed and implemented.

Signi|icant increase iп credit rЪk. As explained in Note 3, the Bank has monitored all financial assets that
qualify for impairment for significant increases in credit risk since initial recognition. lf а significant
iпсrеаsе iп credit risk is identified, the Bank calculates ап estimate based on the amount of credit losses
expected очеr the entire lоап period, and not just the next 12 months.
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lпtеrпаl credit risk rotings, ln оrdеr to minimize credit risk, the Bank instructed the credit mапаgеmепt
committee to develop and ensure the functioning of the Bank's credit rating system to categorize risks
depending оп the degree ofdefault risk. The Bank's credit ratin8 system inc|udes ten categories. Credit
rating information is based on а set of data that is defined as forward-looking data iп relation to default
risk and uses expert judgment in relation to credit risk. The analysis takes into account the паturе of the
risk and the type of borrower. Credit ratings аrе determined using qualitative and quantitative factors
that indicate the risk of default.

Credit ratings аrе designed and calibrated to reflect the risk of default as credit risk increases. As сrеdit
risk increases, so do the differences in default risk between different credit ratings. At initial recognition,
each risk is assigned to а specific credit rating based on available counterparty information. Then all risks
аrе monitored and the credit rating is updated With the latest information. Both standard monitoring
procedures and procedures adapted to specific types of risk аrе applied. То monitor the Bank's risks, as а

rule, the fo|lowing data are used:

a

a

a

a

a

a

Payment history, including payment ratios and maturity analysis;
The degree of use of the provided limit;
Cases of refusal of sanctions (both at the request of the client and at the initiative of the Bank);
Changes in commercial conditions, financial situation and economic situation;
lnformation about the credit rating assigned Ьу independent rating agencies;
Fоr risks related to Iending to individuals: iпtеrпаl data on customer behavior, indicators of product
availability, etc.;
Fоr corporate lending risks: information obtained through periodic review of customer files
(including review of audited financial statements), market data such as quoted bond prices (if апу),
and changes in the financial sector, in which the client works.

Credit ratings are used as the main input for assessing the term structure of the probability of default for
various risks. The Bank collects data оп performance and probability of default and analyzes them Ьу
jurisdiction / region, as wellas Ьу product and Ьоrrоwеr type and Ьу credit rating. lп this case, both
internal and external information can Ье used, depending оп the analyzed portfolio. The table below
provides а comparison of the Bank's internaI and external credit ratings.

The predicted relationships between key metrics and default and loss rates for various portfolios of
financial assets have Ьееп developed based on ап analysis of historical data over the past 10 years. When
constructing predictive relationships and indicators, the Bank assumed that the effect of the pandemic
was included in the data for 2о2о,

The procedure for calculating expected credit losses for accounting purposes differs frоm the рrосеdurе
for calculating expected credit losses for regulatory purposes, although mапу of the inputs used аrе
similar, The Bank has ensured that рrореr methodology is used in calculating expected credit losses fоr
both accounting and regulatory purposes. The main differences between the methodology used to
measure expected credit losses in ассоrdапсе with lFRS 9 and the methodology used to comply with
regulatory requirements are as follows:
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Estimating expected credit losses iп accordance with lFRS 9 takes into account forward-looking
information about future economic conditions:

When estimating expected credit losses iп accordance with lFRS 9, the calculated value of expected
losses is weighted Ьу the likelihood of the corresponding scenarios of forecasts of macroeconomic
variables.
When estimatin8 expected credit |osses in accordance with lFRS 9 based on probability transition
matrices, historical data for 5 years is used.

The table below presents the maximum exposure to credit risk Ьу liпе item in the statement of financial
position, including derivatives. The maximum ехроSurе is presented without considering the impact of
mitigation measures such as the use of master netting and collateral agreements.

Maximum Maximum
exposure to credit expoýure to credit

risk as at
31 December,

2о20

risk as at
31 December,

2о19

Cash and Cash equivalents*
Loans and advances to banks and other financial institutions
Loans to customers
lnvestments in securities at amortized cost

4,o7L,lLg
з65,270

2L,744,945
L,74з,972

5,2L7,757
418

19,0з0,529
2,6з5,7t9

Other financial assets 2з3,3з8 8о,568
Total 28,158,644 26,958,991

credit related commitments 228,188 t74,928
Total exposure to credit riýk 28,386,8з2 27,13з,919

*Cash equivalents include nostro accounts and tеrm deposit with NBKR, nostro accounts and term depositý With
other banks.

The tables below analyze information about the significant changes in the gross carrying amount of loans
to customers during the реriоd that contributed to changes in the loss allowance as well as the
movement of the loss allowance during 202О and 2019:

sta8e 1,
12 month ЕС[

stage 2,

Lifetime ECI
stage,3

tifetime ECL Total
Gross саrrуiпg amount as at
1 January, 2020 L7,576,з2L 10з,394 з,015,299 20,695,014
Changes in the gross carrying amount
- Тrапsfеr to staBe 1

- Transfer to stage 2
- Transfer to stage З

New financial assets originated or purchased
Financial assets that have Ьееп derecognized
Write-offs
Fоrеigп ехсhапgе and other movements

74,477
(1,690,879)

( 1,5з0,417)

9,916,8з5
(6,597,684)

12,855

(855)

I,847,998
(82,164)

|L41,746|

47о,42;

( 13,56з)
(157,119)

1,612,581

( 1,0з3,437)
(40з)

514,зз5

9,916,sз;
(7,772,866|

(40з)

997,6L4
Gross carrying amount as at

31 December , 2020 17,701,449 2,|97,о5з з,9з7,69з 2з,836,195
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Stage 1 Stage 2 Stage 3
12 month ECL Lifetime ECL Lifetime ECL Total

Gross carrying amount as at
1 January, 2019 |7,649,212 15з 2,L02,tз4 19,751,499
Changes iп the grоss саrryiпg amount

- Transfer to stage 1

- Transfer to stage 2
- Transfer to 5ta8e 3

New financial a5sets originated оr purchased
Financial assets that have Ьееп derecognized

72з,t2L
(90,645)

(L,724,2t7|
9,150,467

(7,000,352)

(10,2з0)

90,645

_ 
(37)

(79)

22,942

(112,891)

L,724,254

tsзв,sszl
(159,246)

9,150,46;
(7,5з9,382)

(667,569)Fоrеigп ехсhапgе and other movements (531,265)
Gross carrying amount as at

31 December,2O19 t7,576,З2t 103,з94 3,015,299 20,695,014

Stage 1 Stage 2 stage 3
12 month EcL Lifetime ECL Lifetime EcL Total

Loss allowance - Loans and advances to customers
at amortized cost

Loss al|owance as at 1 January, 2020 з47,795 11,404 1,305,286 1,664,485

Changes in the loss allowance

- Transfer to stage ].

- Transfer to stage 2

- Тrапsfеr to stage З

- lncreases due to change in credit risk

- Decreases due to change iп credit risk

New financial asSets originated оr purchased

Fiпапсiаl assets that have been derecognized

Fоrеigп exchange and other movements

],489

(з4,500)

(32,000)

L12,717

(228,886)

(89)

59,635

(9,105)

з16,2з4

(6,616)

1з4,586

(7,з99)

( 25,135)

41,105

97,938

( 110,170)

414,L72

tL2,7t7
(з45,672)

110,962 245,548
Loss allowance as at

31 December,2020 t72,6L5 506,049 1,412,586 2,091,250

State 1 staвe 2 stage 3

12 month Ес[ Lifetime EcL Lifetime EcL Total
Loss allowance - Loans and advances to customers

at amortized cost

Loss allowance as at 1 January, 2019 282,049 7L4,794 996,916

Changes in the loss allowance

- Тrапsfеr to stage 1

- Transfer to stage 2

- Transfer to stage З

- lncreases due to change in credit risk

New financial assets originated оr purchased

Fiпапсiаl assets that have Ьееп derecognized

Changes iп models/r!sk parameters

Foreign exchange and other movements

75,008

(11,зз 1)

(590,492)

65,746

7tL,82з
(185,008)

(8)

11,3з].

(20)

( 15)

4з

(75,000)

590,512

- 65,746
_ 711,82з

(з50) (185,з7з)

67,797 67 ,797

7,5зз ],5]6
Loss аllоwапсе as at

З1 December, 2019 з47,79s tL,4o4 1,305,286 1,664,485
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The following tables show reconciliations from the opening to the closing balances of the cash and cash
equivalents.

Cash and cash equivalents stаяе 1 Total

Ваlапсе at 1 January
Change iп balance
Fоrеigп ехсhапgе effect

6,7з0,453.0
(924,901)

254,2L2

6,730,45з
(924,901)

254,2L2
Ваlапсе at 31 December 6,о59,764 6,059,764

Stage 1 Total
Cash and cash equivalents
Balance at 1.January
Сhапgе in balance
Fоrеi8п exchange effect

5,809,597
933,001
(L2,L44]'

5,809,597
9зз,001
lLI,L44|

Ваlапсе at 31 December 6,73о,454 6,7з0,454

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

2019
state 1 Stage 1 Total

Cash and cash equivalents
Ваlапсе at 1 January
Net remeasurement of net allowance
Effect of foreign currency translation

(227|
(210)

L2

(227l
(210)

L2

(1,308)

75з
з28

(1,308)

75з
328

Balance at 31 DесеmЬеr (425) (425) (227l Q27|

lnvestment iп securities at amoгtised cost state 1 Total state 1 Total

Ваlапсе at 1- January
Change in Ьаlапсе
New financial assets originated оr purchased

2,647,з94
(L,2з2,з49|

зз9,626

2,647,з94
(|,2з2,з49|

зз9,626

з,5з7,87з
(з,981,479)
з,091,000

з,5з7,87з
(з,981,479)
з,091,000

Ваlапсе at 31 December t,754,67L |,754,67t 2,647,з94 2,647,з94

31 December,2020 31 December, 2019
Stage 1 Total Stage 1 Total

- rated ВВ- 1,74з,972 |,74з,972 2,6з5,779 2,6з5,7L9

Саrrуiпg amount L,74з,972 L,74з,972 2,635,719 2,635,719

The following tables show reconciliations from the орепiпg to the closing balances of the loss aIlowance
for investment sec urities.

2о2о 2019
stage 1 State 1

Balance at 1 January
Net remeasurement of loss aIlowance
New financial assets originated оr purchased

Ll,675
(3,046)
z,o7o

lL,675
(з,046)
2,о7о

з5,119
(26,998)

3,554

з5,119
(26,998)

з,554

11,675Ваlапсе at 31 December 10,699 10,699 11,675

7з
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The following table sets out information about the credit quality of other financial assets as at
З1 DесеmЬеr 2020 and 2019.

2020
KGs,000
Other
Balance at

January 1 86,112 6,696 92,808 1з6,92t 5,980 142,901

Change in Ьаlапсе 147,226 7,282 154,508 (50,809)
Effect of 776

(50,809)
7Lб

Movements iп the impairment allowance for the year ended 31 December 2020 аrе as follows:

_ stage 1 stage 3 Stage 1 stage З Total
Other fiпапсiоl assets
ваlапсе at

January 1 5,544 6,696 L2,240 5,980

Change in balance
Effect offoreign exchange rate

(5,544) 7,185
59

1,,64L

59
168
7|6776

Total other financial assets at
31 December - 1з,94о 1з,940 5,5lи 6,696 L2,24o

other reserves
000,KGs

1 January 2019
Reversal of reserves
Exchange differences

з4,L42
(25,8з8)

(430)

31 December 2019
ReversaI of rеsеrчеs
Ехсhацgе differences

7,874
4,158
(287)

31 December 2020 lt,745

30.2 Liquidity risk:

Liquidity risk is the risk that the Bank will епсоuпtеr difficulty in meeting obligations associated with its
financial liabilities that аrе settled Ьу delivering cash оr another financial asset. Liquidity risk exists when
the maturities of assets and liabilities do not match. The matching and оr controlled mismatching of the
maturities and interest rates of assets and liabiIities is fundamental to liquidity management. lt is unusual
for financial institutions ечеr to Ье completely matched since business transacted is often of an uncertain
term and of different types. An unmatched position potentially enhances profitability, but сап also
increase the risk of losses.

The Bank maintains liquidity management with the objective of епsuriпg that funds will Ье available at all
times to hопоr all cash flow obligations as they become due. The liquidity policy is reviewed and
approved Ьу the Board of Directors.

TotaI

168
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The Bank seeks to actively support а diversified and stable funding base comprising debt securities iп
issue, long-term and short-term loans from other banks, core corporate and retail customer deposits,
accompan|ed Ьу diversified portfolios of highly liquid assets, in order to Ье able to respond quickly and
smoothly to unforeseen liquidity requirements.
The liquidity management policy requires:

Projecting cash flows Ьу major currencies and considering the level of liquid assets necessary in
relation thereto;
maintaining а diverse range of funding sources;
managing the concentration and profile of debts;
maintaining debt financing plans;
maintaining а portfolio of highly marketable assets that сап easily Ье liquidated as protection
against апу interruption to cash flow;
maintaining liquidity and funding contingency plans;
monitoring liquidity ratios against regulatory requirements.

The following e|ements are involved in the Bank's liquidity management:

1. Committee on Мапаяеmепt and Liabilities (ALCO). The main functions of the ALCo are: regulation of
financial assets and liabilities iп order to maintain liquidity, ensuring а stable interest margin and spread,
regulation of assets and liabilities in compliance with the requirements of есопоmiс instruments,
mana$ement of operational risks associated with working with financial instruments.

2. Committee fоr liquiditv mапаяеmепt (СFМ). The mаiп functions of СFМ are to effectively manage the
Bank's liquidity and make decisions оп treasury operations within the limits established Ьу the ALCO, and
within this responsibility, its main responsibilities are:

making decisions оп direct placement and attraction of funds, as well as exchange of assets in the
interbank market;
determination of directions and conditions for placement of short-term funds of the Bank, volumes
of transactions with foreign счrrепсу;
setting limits on exchange rates, volumes of assets and liabilities in foreign сurrепсу for daily
operations in foreign счrrепсу, etc.

3. Risk mапаяеmепt department. The Risk Management Department identifies, measures, analyzes and
monitors liquidity risk, conducts stress test ing of liquidity. lndependently of the Treasury, the Risk
Management Department conducts а gap analysis of the Bank's liquidity on а quarterly basis, which it
submits for consideration Ьу the Risk Management Committee as part of а monthly report, brings it to
the attention of the Board of Directors and the Management Board of the Bank,

4. Treasurv. The Treasury Department mana8es the current and medium-term liquidity of the Bank, as
well as conducts gap analysis оп а monthly basis, followed Ьу the submission of the analysis results to the
ALCO. Тhе Treasury is also responsible for keeping the ALCO and СFМ informed оп а potential liquidity
risk in а timely mаппеr.

a

a

a

a

a

a
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The Bank manages liquidity risk based оп cash flows through the construction of а gap. The quantitative
measurement and analysis of liquidity risk includes cash flows generated Ьу assets, liabilities, and balance
sheet and off-balance sheet positions within daily, weekly, monthly, аппuаl and other time horizons,
which should Ье used to:

, monitoring net funding requirements uпdеr поrmаl business conditions оп а daily basis and;
о conducting regular cash flow analysis based on а rапgе of shock scenarios.

The table below provides а maturity analysis of the amounts recognized in the statement of financial
position as at З]. December 2020. lt should Ье noted that the imbalance of the Bank's liquidity is
associated with the violation of financial covenants established Ьу credit agreements with some financial
institutions (Note 15), as а result of which the total amount of debt to these creditors is presented iп the
time interval "up to 1month", as wellas сurrепt accounts and deposits оп demand of соrроrаtе clients
and the Social Fund of the Kyrgyz Republic.

Despite the fact that these amounts have Ьееп included iп the "up to 1 month" саtеgоrу in ассоrdапсе
with the terms of the lоап agreements, Management believes that there is а low probability that these
creditors and customers will demand early repayment of the amounts owed оr decide to withdraw most
of the funds from accounts. The Bank's plans to manage the liquidity imbalance include revising the limits
set Ьу lenders оп financial covenants and attractin8 more time deposits.
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AiyI Bank OJSC

Notes to the Financial Statements (Continued)
Fоr the Year Ended 31 December,2O2O
(iп thousqnds oI Kyrgyz Som (''KGS''), uпlеss otherwise indicqted)

The table below shows ап analysis of undiscounted financial |iabilities
Ьу maturity at 31 DесеmЬеr 2020:

Dеmапd
and less

than
1mопth31 December,2020

Non-derivative fina ncia l

liabilities
Deposits and balances
frоm banks and other
financial institutions

current 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 Ьоrrоwеd funds
оthеr financial liabilities

Frоm From
1to 3 months 3 to 12 months

474,зtз

117,968

8,415,098

з47,885 1,015,695
29,4о8 1з1,910 2,12о/зз

Total gross
amoUnt
outflow

1,з69,192 1,з45,91з
7,о59,772 6,461,652

More than1

1].7,968 117,968

5,045,590 2,916,811 L6,79L,8t2 15,97з,789

144,8з4 L4з,844 44з,65з 2,662,9з7 з,з95,268 з,248,498

5,612
4,777,72I

26,66з 26,66з 26,66з
Total non-derivative

, 
fiпзпсiаI liabilities 1з,48z,896 935,450 6,6з6,848 z,7oo,481 28,z60,675 27,tzд,д8з

credit related
commitments 228,].88 - 228,788 228,188

The table below shows an analysis of undiscounted financial liabilities Ьу maturity at З1 December 20].9:

Demant
and less

than Frоm
31 DесеmЬеr, 2019 1 mопth 1to 3 months 3 to 12 months year amount outflow amount
Non-derivative fi папсiаl

liabilities
Deposits and ba|ances

from banks and other
financial institutions

счrrепt 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
other financial liabilities

26,з4з з19,654 2,зL6,з78 2,780,305 2,6зз,64L

47з,596 3,918,547

Frоm Моrе than1 Total gross Саrrуiпg

- 2ззpL2 2зз,912

2,48з,4L9 1,4,878,587 14,L74,5L9

2зз,9t2

8,003,025

117,9з0

5,446,647
LL,з27

178,64з 1,024,44L - 1,20з,084 L,t82,746
27,982 126,596 2,202,75з 7,803,978 7,180,694

Total non-derivative
financial liabilities t3,8tz,8дt zо6,sбд s,звg,zз8 z,oo2,55o 26,9tt,l9з 25,дt6,8з9

credit related
commitments 174,928 - L74,g28 174,928
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Aiyl Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Yеаr Ended 31 December,2O2O
(iп thousonds of Kyrgyz Som ('КGS'), uпlеss otherwise indicoted)

30.3 Fiпапсiпg lnstruments

Market risk is the risk that the Bank's earnings or capital, оr its ability to meet business objectives, will Ье
adversely affected Ьу changes in the level of stability in market rates оr prices. Market risk consists of
foreign exchange risk, interest rate risk, and оthеr price risks. Market risk arises frоm open positions iп
interest rate, currency and equity financial instruments, which are exposed to general and specific
market movements and changes iп the level of volatility in market prices.

The objective of market risk management is to mапаgе and control that the exposure to market risk does
notgo beyond the acceptable раrаmеtеrs, while ensuringthe optimization of the profitability received
for the accepted risk.

Gепеrаl market risk management is carried out Ьу the ALCO, under the leadership of the ALCO Chairman.
Market risk limits are approved Ьу the ALCO, based оп recommendations received from the Risk
Management Department. An independent assessment of market risks and monitoring of соmрliапсе
with market risks is carried out Ьу the Risk Management Department, which reports on а monthly basis
to the Risk Management Committee.

The Bank mапаgеs market risk Ьу setting open position limits iп relation to the size of the portfolio for
individual financialinstruments, thetiming of changes in interest rates, foreign exchange position, loss
limits and regular monitoring of their compliance, the results of which аrе reviewed and approved bythe
ALco.

The majority of the Bank's loan agreements and оthеr financial assets and liabilities that bear interest
have а fixed interest rate.

Sensitivity analysis to changes iп interest rates:

Interest rate risk is the risk that the fаir value or future cash flows of а financial instrument will fluctuate
due to changes in market interest rates. The Bank is exposed to the effects offluctuations in the
prevailing levels of market interest rates оп its financial position and cash flows. Such fluctuations can
increase the level of the interest margin, but they сап also decrease it or, in the event of ап unexpected
change in interest rates, lead to losses.

The volume of positions оп instruments on which the Bank pays interest using а floating interest rate
(mainly 6-month USD-based Libor) at the reporting date is KGS 1,159,901 thousand (2019:

KGS 1,376,476 thousand).

lnterest rate risk management based on ап analysis of thetimingof interest rate revisions is

complemented Ьу mопitоriпg the sensitivity of financial assets and liabilities.
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Aiy! Bank OJSC

Notes to the tinancial Statements (Continued)
Fоr the Year Ended 31 December,2O2O
(iп thousands of Kyrgyz Sоm ("KGS'), uпlеss otherwise indicated)

Analysis of the sensitivity of net profit оr loss and equity (net of taxes) to changes iп interest rates
(interest rate revision risk) based on а simplified scenario of а раrаllеl shift of yield curves Ьу 100 basis
points towards increases оr decreases in interest rates and revised interest positions assets and liabilities
effective as at З1 December 2020 and 31 December 2019 can Ье represented as follows.

2020 2019

Parallel shift of 100 basis points towards decreasing rates
Раrаllеl shift of ].00 basis points towards higher rates

14,870
( 14,870)

5,570
(5,570)

Currency risk

Fоrеigп exchange risk is defined as the risk that the value of а financial instrument will fluctuate due to
changes in foreign exchange rates. The Bank has assets and liabilities denominated in various foreign
currencies. Despite the fact that the Bank hedges its exposure to foreign exchange risk, such transactions
do not meet the definition of а hedging relationship in ассоrdапсе with lFRS.

Structure of financial assets and Iiabilities Ьу счrrепсу as at 31 December 2019 and З1 DесеmЬеr 2020
can Ье represented as follows:

KGs UsD other currencies Total
31 December 2020
Assets
Cash and Cash equivalents
Loans and advances to banks and other

financial institutions
Loans to customers
lnvestment in securities at amortized cost
other financial assets 188,з18 з,468

з,450,002

79,695
17,629,568
,J,,74з,972

2,ззо,987

72з,462
3,191,з70

278,350

762,LLз
924,оо7

4t,552

6,059,зз9

з65,270
2L,744,945
t,74з,972

2зз,зз8

Total Assets 23,091,555 5,649,287 1,406,022 30,146,864

Iiabilities
Deposits and balances from banks and other

financial institutions
customer ассоuпt5 and deposits
Аmочпt5 due to Ministry of Finance of the

Kyrgyz Republic
Amounts due to the National Bank of the

Kyrgyz Republic
other borrower funds
other fi папсiаl liabilities

5з,782
1з,000,041

з,228,4L4

1,з45,913
2,647,944

28,163

45,795
2,з98,068

20,084

2,62з,784

18,з91
575,680

1,,L89,924

117,968
15,97з,789

з,248,498

1,345,91з
6,46L,652

28,16з

Total Liabilities 20,з04,257 5,087,731 1,783,995 27,L75,98з

Net position 2,787,298 561,556 |з77,97з| 2,970,881
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Aiyl Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 DесеmЬеr,2О20

thousonds Sоm unless otherwise

KGs usD other currencies Total
31 DесеmЬеr,2019
Assets
Cash and Cash equivalents
Loans and advances to banks and other
financial institutions

Loans to customers
lnvestments iп securities at amortized cost
other fiпапсiаl assets

4,02з,L72

15,094,75].
2,6з5,7L9

60,094

418
з,Oз3,115

6,2зз

902,663

t4,24L

6,7зо,226

418
19,0з0,529
2,6з5,119

80.568

2,184,089 522,965

Total дssеts 21,81з,7зб 5,22з,855 1,439,869 28,477,460
Liabilities
Deposits and balances frоm banks and other
financial institutions

Customer accounts and deposits
Amounts to the Ministry of Finance of the

Kyrgyz Republic
Amounts due to the National Bank of the

Kyrgyz Republic
other Ьоrrоwеr funds

154,182
12,485,з34

2,545,о87

t,L82,746
2,891,з68

55,540
1,з86,8з7

88,554

3,140,205

24,I90
з02,з48

|,I49,tzL

2зз,9L2
L4,L74,5I9

2,6зз,64L

7,182,746
7,180,694

|l,з27other financia| liabilities tL,з27

Total liabilities L9,2l0,044 4,671,136 1,475,659 25,416.839

Net position 2,54з,692 552,719 з,060,621

(а) Country risk

СОuПtrУ risk is the risk of losses to the bank due to changes in economic, social conditions and other
events iп foreign countries owing to international lending, foreign investments and other trans-boundary
operations.

The ALCO exercises control очеr the risk in the legislative and regulatory аrепа and assesses its influence
on the Bank's activity. This approach allows the Bank to minimize potentialIosses frоm investment
climate fluctuations iп Kyrgyz Republic.

(35,790)
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Aiyl Bank OJSC

Notes to the Financial Statements (Continued)
Fоr the Year Ended З1 December,2O2O

thousonds Sоm ("KGS"), unless otherwise

The geographical concentration of assets and liabilities is set out below:

other cls other поп-
countries oEcDcountries

TotaI
31 DесеmЬеr,

2020
31 December 2020
AssETs
Cash and cash equivalents
Loans and advances to banks

and financial institutions
Loans to customers
lnvestments in securities at
amortized cost

other financial assets

62L,]-SL 1,888

OECD countries

848,5594,587,742

з65,270
2t,744,945

L,74з,972

6,059,зз9

з65,270
2I,744,945

23з,3з8
t,74з,972

2зз,зз8

Deposits and balances from
banks and other financial
institution5

customers accounts and
deposits

Amounts due to the Ministry
of Fiпапсе of the Kyrgyz
Republic

Amounts due to the National
Bank ofthe Kyrgyz Republic

other borrowed funds

117,968

15,615,251

з,248,498

1,345,91з
3,080,759

зз2,7t9 з,зз2 22,487

з,з80,89з

117,968

15,973,789

з,248,498

1,з45,91з
6,461,652

28,16зother financial liabilities 28,16з

Total liabilities

Net position

23,4з6,552

5,238,715

зз2,7L9

288,4з2

3,40з,з80

(2,554,821)

27,L75,98з

2,970,881

other C|S other поп-
Total

31 December,

AsSETs
Cash and cash equivalents
Loans and advances to banks
Loans to customers
lnvestments in securities at

amortized cost
оthеr financial assets

4,755,з61
418

19,0з0,529

2,6з5,719
80,568

550,869

2,6з5,719
80,568

Total assets 26,502,595 550,869 1,423,100 28,477,46о
LlABlLlTlEs
Deposits and balances from

banks and other financial
institutions

customers accounts and
deposits

Amounts due to the Ministry
of Fiпапсе ofthe Kyrgyz
Republic

Amounts due to the National
Bank of the Kyrgyz Republic

other borrowed funds

2зз,912

\з,827,294

2,6зз,64t

1,L82,746
з,з40,774

зз3,з18

t27,87з з,772,о47_

23з,9t2

L4,174,5L9

z,6зз,64|

t,L82,746
7,78о,694

lt,зz7
25,416,839

13,906

Оthеr financial liabilities LL,з27

Total liabilitieý 21,229,694 461,191 3,725,953
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Total assets 28,675,267 621,151 1,888 848,559 з0.146.864

з,зз2
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Aiyl Вапk OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Yеаr Ended 31 December,2020
(iп thousands of Kyrgyz Som ("KGS"), unl9ss otherwise indicated)

Net position 5,272,9ot 89,678 896 (2,3о2,s5з) 3.обо,621
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Aiyl Bank OJSC

Notes to the Fiпапсiаl Statements {Continued)
For the Year Ended 31 December,2020
(iп thousands Som ч nless ot he м ise i пd icated)

Analysis of sensitivity to foreign exchange risk. The table below provides an analysis of how а movement
of the KGS a8ainst the respective currencies as at З1 DесеmЬеr 2020 and 31 DесеmЬеr 2019 would cause
the iпсrеаsе (decrease) iп equity and profit оr loss described below. This analysis was саrriеd out net of
taxes and is based on changes in foreign exchange rаtеS that, iп the Bank's view, are reasonably possible
at the end of the reporting period.

2020
30% appreciation of the US dollar against the KGS
30% аррrесiаtiоп in the exchange rate of other currencies against the KGS
З0% depreciation ofthe US dollar against the KGS
З0% depreciation in the exchange rate of other currencies against the KGS

151,505
(102,05з)
(151,505J
102,053

t49,2з4
(9,66з)

(149,2з4)
9,66з

LimjtationS of SensitivitY Analysis. The above table shows the effect of а change based on а leading
assumption. ln fact, there is а |ink between assumptions and other factors. lt should also Ье noted that
the sensitivity is поп-|iпеаr, So по interpolation or extrapolation of the results should Ье performed.

The sensitivity analysis does not take into account that the Bank is actively managing its assets and
liabilities. lп addition, the financial position of the Bank mау Ье affected Ьу changes iп the market. other
limitations in the above sensitivity analysis include the use of hypothetical market movements to disclose
potential risk, which опlу represent the Bank's forecast of impending market changes that cannot Ье
predicted with апу degree of certainty. Another limitation is the assumption that all interest rates change
iп the same way,

Operational risk. Operational risk is the risk of losses due to system failures, employee errorS, fraud, and
as а result of external events. lf it is impossible to manage operational risks, the рrеsепсе of such risks
may damage the Bank's reputation, lead to legislative and regulatory consequences, or cause financial
loss to the Bank. lt is assumed that the Bank is not able to eliminate all operational risks, but it seeks to
mапаgе such risks Ьу applying а control System, as well as Ьу monitoring and responding to potential
risks. control activities include effective segregation of duties, procedures for granting acce5s,
authorization and reconciliation, staff trаiпiпg and assessment procedures.

З1. Transactions with related parties

Сопtrоl relationships. The partYwith ultimate control очеr the Bank is the Government of the Kyrgyz
Republic represented Ьу the State Property Mana8ement Fчпd under the Government of the Kyrgyz
RePublic. The party with ultimate control очеr the Bank does not рrераrе financial statements that are
available to external users.

Transactions involving members of the Board of Directors and the Management Board. The total benefits
included iп staff costs for the years ended З1 DесеmЬеr 202О and 2О19 сап Ье presented as follows:

2020

Members of the board of directors
Management Board members

з,855 з,7L5
18,959 20,169

22,8t4 2з,884
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Aiy! Bank OJSC

Notes to the Fiпапсiаl Statements (Continued)
Fоr the Year Ended 31 December,2020

thousands Sоm "), unless otherwise indicated)

As at 31 DесеmЬеr 2020 and 2019, account balances and average effective interest rates оп transactions
with mеmьеrs of the Board of Directors and the Мапаgеmепt Board wеrе:

31 December,2010 31 December,2019
Total category

as per
Averate the financial

lnterestrate, statements Related party
Ьаlапсеs

Avera8e
lnterest rate,

о,/о

Total category
as per

the financial
statementsRelated party

balances

customers accounts and
customer deposits 10,708 8.11 15,973,789 5,878 8.t7 14,774,519

lnformation about the Bank's transactions with other related parties is presented below.

са

Total category
as per

Average the financial
lnterest statements
rate,yo саDtiоп

Total category
as per

31 Average the financial З1
December, lnterest statements December,

2020 rate,Yo caption 2019
statement of fiпапсiаl position

Assets

Cash and cash equivalents
- in KGS

Loans to customers

- in KGS
lnvestment in securities at
amortized cost

- in KGS
other assets

- in KGS

Liabilities
current accounts and customer
depoSitS

- in KGS

- in USD

-in other currency

Amounts due to the Ministry of
Fiпапсе of the Kyrgyz Republic

- in KGS

- in USD

Amounts due to the National
Bank ofthe Kyrgyz Republic

- iп KGS

Government grant

- in KGS

Funds raised from the Russian-
Kyrgyz Development Fund

- in KGS
- in USD

State mоrtgа8е company

- in KGS

2,560,570

91,698

1,74з,97L

].79,804

6,t92,942

706,562

7,4з7

2,51з,165

].6,L57

1,з45,91з

286,242

479,зз7
747,76t

1,658,806

2.75 6,059,зз9

1з.46 2L,744,945

10.2з 1,74з,972

- 1,,о67,289

6.55 13,000,041

2,78 2,з98,068

1.00 575,680

з.28% з,228,414

],.08% 20,084

5,09% 1,з45,91з

286,242

6,26о/о 6,46t,652
L,07% 6,467,652

8.L8% 6,461,652

з,2з1,098

84,800

2,6з5,1т9

39,656

6,031,490

541,з15

11,810

2,545,о87

88,554

t,1,82,746

з04,602

874,86з
709,640

1,604,765

2.00 6,7зо,226

1з.3з 19,0з0,529

10.40 2,6з5,719

_ 700,096

10.12 12,485,3з4

5.00 1,386,8з7

- 302,348с

з.96 2,545,087

з.00 88,554

5.20 L,L82,746

- з04,602

6.44 7,180,694
1.06 7,180,694

8.92 7,t8o,694
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Notes to the tiпапсiаl Statements (Continued)
For the Year Ended 31 December,202O

thousonds Sоm unless otherwise

Amounts included in profit оr loss for 2О2о and 2019 in respect of transactions With other related parties
amounted to:

Total category as per
the financial statements

Total catetory as реr
the financial statements

Profit/ (Loss)
lnterest income
Amoгtisation of government grant
lnterest expenses
Fее and commission income
Commission expenses
Operating expenses

554,597
204,991

(570,654)
з0,848

(з9,57з)
(L42,272|

2,8з4,900
zo4,99t

(1,264,586)
зOз,864

(100,077)
( 1,270,810)

70з,27о
з24,997

(362,979)
9,749

(36,2 14)
( 1з0,5з6)

2,78з,25о
з24,997

(1,268,989)
з29,599
(86,731)

(1,166,309}

Ф 
'r. 

Events after reporting period

Оп б JanuarY,202L, ап аgrееmепt No. З was signed оп cooperation on targeted financing of small and
medium-sized businesses iп Talas region between the Bakubat Talas Fuпd and the Bank in the amount of
KGS 90,000 thousand. On 12 Jапuаrу,2О2t, the Bank received the funds.
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