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Independent Auditor’s Report

To the Supervisory Board of FE «Mikromoliya Tashkiloti OASISCREDIT» LIL.C MFO

Opinion

We have audited the financial statements of a Foreign Entetprise in the form of a Limited Liability
Company "Mikromoliya Tashkiloti OASISCREDIT" MFO (hereinafter refetred to as the "Organization"),
consisting of a statement of financial position as of 31 December 2023 and a profit and loss statement,
and other statement of comprehensive income, the statement of changes in equity and the statement of
cash flows for the year ended on that date, and the notes to the financial statements, including a summary
of significant accounting policies.

In out opinion, the accompanying financial statements present faitly, in all material respects, the financial
position of the Otganization as of 31 December 2023, and its financial results and cash flows for the year
ended at that date, in accordance with International Financial Reporting Standatds (IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our responsibilities
in accordance with these standards are described further in the section " Auditor's responsibility for
auditing consolidated financial statements" of our opinion. We are independent of the Organization in
accordance with the ethical requirements that are relevant to our audit of the schedule in the Code of
Ethics of Professional Accountants of the International Ethics Standards Board for Accountants (PAIESB
Code) and ethical requitements applicable to our audit of the financial statements in the Republic of '
Uzbekistan, and we have fulfilled our ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and approptiate to provide a basis for our
opinion.

Other information

Management is responsible for the other information. Other information includes information contained
in the annual repott, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not extend to the other information and we will not express

any form of assurance conclusion on that information.
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An instinct for growth’

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether there ate material inconsistencies between the other information and
the financial statements, or our knowledge obtained during the audit, and whether the other information
contains other possible material distortion. '

If, based on the work we have performed, we conclude that such other information contains a material
misstatement, we ate requited to report that fact.

Responsibilities of management and those charged with governance for the financial statements

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

In preparing the financial statements, management is responsible for assessing the Entity's ability to
continue as a going concern, for disclosing information relating to going concetn, as appropriate, and for
reporting on a going concern basis, unless management intends to liquidate the Entity, cease her activides
or when it has no real alternative to such activities.

Management and those charged with governance are responsible for overseeing the preparation of the
financial statements of the Otganization.

Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with Intetnational Standatds on Auditing, we exetcise professional
judgment and maintain professional skepticism throughout the audit, In addition, we do the following:

e identify and assess the risks of material misstatement of financial statements due to fraud or etror;
design and perform audit procedures in response to these tisks; obtain audit evidence that is sufficient
and approptiate to provide a basis for our opinion. The risk of not detecting a material misstatement
from fraud is greater than the risk of not detecting a material misstatement from an etror because fraud
may include collusion, forgety, omission, misrepresentation, ot circumvention of internal controls;

e Obtain an understanding of the internal control system relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Organization's internal control system;

e evaluate the appropriateness of the accounting policies used and the reasonableness of accounting
estimates and related disclosures prepared by management;

e conclude on the appropriateness of management's application of the going concern assumption and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Organization's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inappropriate,
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Organization to cease to be able
to continue as a going concern,;
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We communicate with Management and those charged with governance, bringing to theit attention, among
other things, information about the planned scope and timing of the audit, as well as significant
observations on the results of the audit, including significant deficiencies in the internal control system,
which we identify during the audit.

Shoodil Nosirov

Project partnet——

Auditor, qﬁahﬁcaﬁon certlﬁcate for conducting audits No. 05452 dated 14 January 2022, issued by the
Munsf.ﬁr of Finance.of UzBeklstan
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Management's confirmation of responsibility for the preparation and approval of the
financial statements for the year ended 31 December 2023

Management is responsible for the preparation of financial statements that faitly reflect in all material
respects the financial position of the Foreign Entetprise in the form of Limited Liability Company
"Mikromoliya Tashkiloti OASISCREDIT" MFO (hereinafter referred to as the "Otrganization") as of 31
December 2023, as well as repotts profit or loss and other comprehensive income, cash flows and changes
in equity for the year then ended in accordance with International Financial Reporting Standards (“IFRS™).

In preparing the financial statements, management is responsible fot:
* ensuring the correct selection and application of accounting policies;

* presentation of information, incl. accounting policies in a form that ensures that such information is
relevant, reliable, comparable and understandable.

* Providing additional disclosures when compliance with IFRS requitements is insufficient to enable users
of financial statements to understand the impact that particular transactions, other events or conditions
have on the financial position and financial performance of the Organization; And

* assessment of the Organization's ability to continue as a going concetn.
Management is also responsible fot:

* development, implementation and maintenance of an effective and reliable intetnal control system in the
Organization;

* Maintaining records in a form that allows the Ozganization's transactions to be disclosed and explained,
as well as providing reliable information about the financial position of the Organization at any date and
ensuring that the financial statements comply with the requirements of IFRS;

* maintaining accounting records in accordance with the legislation and accounting standards of the
Republic of Uzbekistan;

* taking all reasonably possible measutes to ensure the safety of the Organization's assets; And
* prevention and detection of fraud and other violations

The financial statements of the Otganization for the year ended 31 December 2023 were approved by the
Management of the Organization on behalf of the Organization on 04 April 2024.
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Statement of financial position

2
(in thousands of UZS)

31 December 31 December

Notes 2023 2022
Assats
Cash and cash equivalents 7 18 520 469 2240028
Funds in other banks - 1048 304
Microcredits 8 49 177 501 5 897 551
Advance payments for income tax 178 872 -
Deferred tax asset 16 85173 66 231
Fixed assets and intangible assets 9 8 088 495 4 470 053
Other assets 10 273 909 15 503
_Total assets 76 324 419 13 737 670
Liabilities
Other borrowed funds 11 24 540 880 -
Other liabilities 12 7 657 464 4 031928
Total liabilities 32 198 344 4031928
Equity
Authorized capital 13 45 358 669 12 677 074
Retained earnings (1232 594) (2 971 332)
Total equity 44 126 075 9705742
Total liabilities and equity 76 324 419 13 737 670

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

/
ol /(f//

=7
Guseynov M.A, /
General Director

04 April 2024

The wotes on pages 8 to 37 are an integral part of these financial statements.

OASISCREDI'I'

Wi e L
TASHKILOTY

f f.l' il 4
Rus va F.Y.

Chief Accountant
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3

(in thousands of UZS)

Statement of profit or loss and other comprehensive income

For the year For the year
ended 31 ended 31
Notes December 2023 December 2022
Interest income calculated at the effective interest rate 14 14 026 736 250 541
Interest expense calculated at the effective interest rate (714 584) -
Other interest expenses 14 (655 818) (597 344)
Net Interest income 12 656 334 (346 803)
Provisioning for credit losses on debt financial assets 7.8 (1 649 108) (50 631)
Net interest income after provision for credit losses 11 007 228 (397 434)
Commission expenses 15 (762 809) (190 323)
Net income/(expenses) from transactions in foreign currency and
from revaluation of foreign currency (128 942) (63 135)
Other operating income - 526
Administrative and other operating expenses 16 (8 382 314) (2116 828)
Profit before tax 1733163 (2767 194)
Income tax savings/(expenses) 17 5575 62 999
Net profit for the year 1738 738 (2 704 195)

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

{/ 4 /7 MIKROMOLIYA
t’/ juss’ (& TASHKILOTI

Guseynov M.A. ,/
General Director

04 April 2024

The wates on pages & to 37 are an integral part of these financial statements.

OASISCREDIT /5




FE «MIKROMOLIYA TASHKILOTI OASISCREDIT» LLC MFO 4
Financial slatements for the year ended 31 December 2022 {in thousands of UZS)

Statement of changes in equity

Authorized

capital _ retained earnings Total capital
Balance as of 01 January 2022 400 000 (267 138) 132 862
Net profit / (Net loss) for the year - (2 704 195) (2704 195)
Total income for the year - (2 704 195) (2704 195)
Increase the authorized capital 12 277 074 - 12 277 074
Balance as of 31 December 2022 12 677 074 (2 971 333) 9 705 741
Net profit / (Net loss) for the year - 1738738 1738738
Total income for the year - 1738 738 1738 738
Increase the authorized capital 32 681 595 - 32 681 595
Balance as of 31 December 2023 45 358 669 (1 232 594) 44 126 075

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

rd

Guseynov &/

General Director

MIKRO r'.,-s‘m.wz\\“’;
TASHKILOTI 8
OASISCREDIT /2

T

Rustéhova F.Y.
Chief Accountant

04 April 2024 N

The notes on pages 8 to 37 are an integral part of these financial statemsents.
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Financial statements for the year ended 31 December 2022 (in thousands of UZS)
Cash flow statement
For the year For the year
ended 31 ended 31
December 2023 December 2022
Cash flow from operating activities
Interest received 13 164 645 147 760
Interest paid (671 813) -
Commissions paid (762 809) (190 323)
Net income/expense received from transactions in foreign currency (128 942) (63 135)
Other operating income received - 526
Personnel costs (4 481 452) (913 512)
Administrative and other operating expenses (3 900 862) (1360 341)
Paid income tax (192 239) (3 232)
Cash flows from operating activities before changes in operating assets
and liabilities 3026 528 (2 382 257)
Net (increase)/decrease in operating assets
Funds in other banks - (1048 304)
Microcredits (43 092 680) (5 944 166)
Other assets (316 130) 234 330
Net increase/(decrease) in operating liabilities
Other borrowed funds 24 540 880 -
Other obligations 3619 964 (2 158 402)
Net cash flow from operating activities (12 221 438) (11 298 799)
Cash flows from investing activities
Increase the authorized capital 32 681 595 12277 074
Acquisition of fixed assets and intangible assets (4 127 506) (757 547)
Net cash flow from investing activities 28 554 089 11 519 527
Impact of changes in exchange rates on cash and cash equivalents - 12
Impact of expected credit losses on cash and cash equivalents (52 210) 507
Net change in cash and cash equivalents 16 280 441 221 247
Cash and cash equivalents at the beginning of the reporting period 2240 028 2018781
Cash and cash equivalents at the end of the reporting period 18 520 469 2 240 028

Balance of cash and cash equivalents at the end of the period less allowance for expected credit losses,

see note 7.

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

Guseynov MM/

General Director

04 April 2024

The wotes om pages 8 do 37 are an infegral part of these financial statements.

y

Rus a F.Y.
Chief Accountant
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Financial statements for the year ended 31 December 2023 (fn thousands of UZS)

Notes to the financial statements

1 Primary Acftivity
FE «MIKROMOLIYA TASHKILOTI OASISCREDIT» LLC MFO (heteinafter refetred to as the
"Organization") was established on 5 October 2021 in the form of a limited liability company.

The otganization is registered in the Republic of Uzbekistan to provide microfinance services in
accordance with the registration in the register of organizations No. 95 dated August 15, 2022, issued by
the Central Bank of the Republic of Uzbekistan (hetreinafter referred to as the "CBU").

The main activity of the Otganization is the implementation of microcredits, microleasing, issuance of
microcredits to legal entities and individuals in the territory of the Republic of Uzbekistan.

As of 31 December 2023, the Organization carries out its microfinance actvities in 2 branches in the
territory of the Republic of Uzbekistan. (31 December 2022: there was 1 branch).

Legal address of the Organization: Republic of Uzbekistan, Tashkent city, Yunusabad district, Oloy
bozori street, house 63.

The total number of employees as of 31 December 2023 was 58 people (31 December 2022: 23 people).
Membets of the Otganization:

31 December 31 December

2023 2022

Shareholders Share (%) Share (%)

Qasis Invest Uzbekistan Limited 100,0 100,0
2 The economic environment in which the Organization operates

The economy of the Republic of Uzbekistan continues to show some features of an emerging market.
The government is developing the legislative, tax and regulatory framework necessary in a market
economy, and is also implementing significant economic and social changes. The further economic
development of the Republic of Uzbekistan largely depends on the effectiveness of economic measures,
financial mechanisms and monetary policy adopted by the Government, as well as the development of
the tax, legal and political system.

In March 2020, the World Health Organization declared the COVID-19 virus a pandemic. Most countries
have placed significant travel and movement restrictions on people and businesses. This led to a significant
decline in GDP in most, if not all, major economically developed countries. The Republic of Uzbekistan
authorities have also introduced numerous measures in an attempt to contain the spread and impact of
COVID-19. Such measures include bans or restrictions on travel, quarantine measures, the obligation to
stay at home, and restrictions on business activity, including the closure of businesses. These measures,
among other things, severely curtailed economic activity in the Republic of Uzbekistan, negatively
impacted and may continue to negatively impact businesses, matket participants, Bank customets, as well
as the local and global economy for an indefinite period of time.

Due to the fact that the refotm process has not yet been completed, operations conducted in Uzbekistan
ate associated with risks that are not typical for economically developed countries. Among them, in
particulat, the inconvertibility of "Uzbek sum" (hereinafter - UZS) in most countries outside the Republic
of Uzbekistan, low levels of liquidity in the debt securities and capital markets, as well as ongoing inflation.

As at the reporting date and later, some restrictions imposed by the government authorities in the
Republic of Uzbekistan due to the COVID-19 pandemic have been lifted, the Organization is seeing a
recovety in business activity in the Republic of Uzbekistan. However, the level of continuing uncertainty
regarding the further development of the situation due to the COVID-19 pandemic and the possible
impact on the Organization remains high,
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The ptime rate of the Central Bank of Uzbekistan decreased from 16% to 15% as of 08 September 2022
and further decreased to 14% as of 17 March 2023

The state of the economy of the Republic of Uzbekistan is characterized in relation to the inflation rate.
Duting 2023, the inflation rate was 8.8 percent.

GDP dynamics remain in the positive zone, and GDP growth at the end of 2023 amounted to 6 percent
compared to 2022, while at the end of 2022 GDP growth amounted to 5.7 percent.

In January 2023, Moody's upgraded the long-term sovereign rating of the Republic of Uzbekistan to "Ba3"
with a stable outlook.

In March 2023 and August 2023, Fitch Ratings affirmed the Republic of Uzbekistan's long-term foreign
currency issuer default rating at 'BB-' with a stable outlook.

3 Financial reporting principles
31 Applicable standards

The accompanying financial statements have been prepared in accordance with the requirements of
International Financial Reporting Standards (“IFRS”) approved by the International Financial Reporting
Standards Board (“IFRS”) based on historical cost accounting rules, adjusted for the initial recognition of
financial instruments at fair value and at fair value through profit or loss and at fair value through other
comprehensive income. The accounting policies used in the preparation of these financial statements are
presented below.

The otganization maintains records in accordance with the requirements of the cutrent legislation of the
Republic of Uzbekistan. These financial statements have been prepared on the basis of these accounting
records, with adjustments necessary to bring them into line with IFRS in all material respects.

3.2 Functional and presentation currency
The national currency of the Republic of Uzbekistan is the "Uzbek sum" (hereinafter - UZS). The Uzbek

sum has been chosen as the functional currency and the cutrency in which these financial statements are
presented.

All financial statements have been rounded to the nearest thousand.

33 Currency operations

Foreign currencies, especially the US dollar and the Euro, play a significant role in detetmining the
economic parameters of many business transactions catried out in the Republic of Uzbekistan, The table
below shows the exchange rates of the Uzbek sum against the US dollar and the Euro, set by the Central
Bank of the Republic of Uzbekistan:

Date usD EURO

31 December 2023 12 338,77 13 731,82

31 December 2022 11 225,46 11 961,85
4 Important estimates and professional judgment

The preparation of financial statements in accordance with IFRS requires management to make
judgments, assumptions and estimates that affect the application of accounting policies and the
presentation of assets and liabilities, income and expenses in the financial statements. The estimates and
associated assumptions are based on historical expetience and other applicable factors necessary to
determine the carrying amount of assets and liabilities. Although estimates are based on management's
best knowledge of the current situation, actual results may ultimately differ materially from the estimates
assumed.
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The entity makes estimates and assumptions that affect the reported amounts of assets and liabilities in
the next financial year. Estimates and assumptions are continually reviewed based on management's
experience and other factors, including expectations of future events that management believes are
reasonable in the light of current circumstances. In the process of applying accounting policies,
management also uses professional judgment and estimates. Judgments that have the most significant
effect on the amounts recognized in the financial statements and estimates that can cause a significant
adjustment to the carrying amount of assets and liabilities within the next financial year include:

Business continuity

These financial statements reflect management's current assessment of the impacts that affect the
operations and financial position of the Organization. The future development of the economy of the
Republic of Uzbekistan depends to a large extent on the effectiveness of measutes taken by the
Government of the Republic of Uzbekistan and other factors, including legislative and political events
beyond the control of the Organization. The management of the Organization is unable to predict the
consequences of the impact of these factors on the financial condition in the future. The accompanying
financial statements do not include adjustments related to this risk.

Measurement of allowance for expected credit losses.

Measuring the allowance for expected credit losses for financial assets measured at amortized cost and
measured at fair value through other comprehensive income (FVOCI) is an atea that requires the use of
complex models and significant assumptions about futute economic conditions and credit behavior (for
example, the probability of counterparty default and resulting losses). A number of significant judgments
ate also required in applying the accounting requitements for measuring expected credit losses, such as:

e Determination of critetia for a significant increase in credit risk;

e Selection of appropriate models and assumptions for measuring expected credit losses;

e Establishing the number and relative weights of possible future scenatios for each type of
product/market and the corresponding expected credit loss; and

e Creation of organizations of similar financial assets for the purpose of measuting expected credit
losses.

The credit loss allowance for financial insttuments is affected by a number of factors, as set out below:

e Transfers and the corresponding measurement of the credit loss allowance between Stage 1 (12-
month ECL) and Stage 2 (lifetime expected credit losses - not impaired assets) or 3 (lifetime
expected credit losses - impaired assets) because the balances expetienced a significant increase
(ot decrease) in ctedit tisk within one Stage ot impairment ovet a period followed by an increase
(or decrease) from 12-month ECL to lifetime ECL;

e Creation of additional allowances for newly recognized or purchased financial instruments during
the period, as well as their recovery in respect of financial instruments derecognised during the
petiod;

® The impact on ECL estimates of changes in PD, debt at default, and loss if default over the
period resulting from regular updates of model inputs;

e The impact on the ECL measurement of changes in contract interest requirements, taking into
account the effect of time, as ECL are measured on a current present value basis;

e Financial assets derecognised during the period and write-offs/reversals of allowances relating to
assets that were wtitten off/teversed duting the petiod;

e Sale of subsidiaries and classification into discontinued operations and assets held for sale;

e The impact of changes in exchange rates when recalculating assets denominated in foreign
currencies and other movements.

Fair value of financial instruments

The fair value of financial insttuments that are not quoted in an active market is determined using a variety
of valuation techniques. If valuation techniques (for example, models) are used to determine fait value,
they are approved and regularly reviewed by qualified personnel who are independent of the
department/unit applying those techniques. All models are certified before they are used; models are also
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adjusted to reflect actual data and comparable market prices. Models use only observable data to the
extent possible, but areas such as credit risk (both own and counterparty risk), volatility and correlation
require management to make estimates, Changes in the assumptions about these factors could affect the
reported fair value in the financial statements.

5 Transition to new or revised standards and interpretations.

The following amendments to the standards became effective for the Organization beginning on January
1, 2023, but did not have a significant impact on the Organization.

IFRS 17 Insurance Contracts, including amendments. IFRS 17 replaces IFRS 4 Insurance Contracts
and applies to all types of insurance contracts (for example, non-life insurance contracts, direct insurance
and reinsurance) regardless of the type of entity that enters into them. These amendments did not have
an impact on the financial statements as the Organization's operations fall within the scope exceptions of
the standard.

Amendments to IAS 1 Presentation of Financial Statements and Practice Note No. 2 on the
Application of IFRS Making Materiality Judgments. The amendments to IAS 1 and Practice Note
No. 2 require entities to disclose their significant accounting policies instead of their most significant
accounting policies and clarify how to apply the concept of materiality to disclosures of accounting
policies. The adoption of these amendments did not lead to changes in the disclosures of accounting
policies in the financial statements, since the Organization's accounting practices complied with the new
requirements.

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors:
Determination of Accounting Estimates. The amendments to IAS 8 introduce a definition of
“accounting cstimates” and also clarify the distinction between changes in accounting estimates and
changes in accounting policies and corrections of errors. They also explain how organizations use
calculation methods and inputs to measure accounting estimates. These amendments did not affect the
financial statements of the Organization.

Amendments to IAS 12 Income Taxes: Deferred tax associated with assets and liabilities that
arise from a single transaction. The amendments to IAS 12 narrow the scope of the initial recognition
exception so that it no longer applies to transactions that give rise to equal taxable and deductible
temporary differences, such as leases and retirement obligations, i.e. .e. If the gross temporary differences
are equal, the adjustments require the recognition of both defetred income tax liabilities and assets. Since
the Organization's current accounting policies are consistent with these amendments, they did not have
an impact on its financial statements.

Amendments to IAS 12 Income Taxes: International Tax Reform - Pillar 2 Model Rules.
The amendments to IAS 12 provide the following;

* mandatoty temporary exemption from accounting for defetred taxes arising in connection with the
implementation of the Pillar 2 standard rules into legislation; And

* disclosure requirements that will help users of the financial statements of an entity subject to the new
legislation to better understand how it is affected by the legislation's Pillar 2 income taxes, including before
it becomes effective.

The mandatory temporary release amendment, the application of which must be disclosed, takes effect
immediately. The remaining disclosure requirements apply for annual periods beginning on or after
January 1, 2023, but do not apply to interim periods ending on or before December 31, 2023. These
amendments had no impact on the financial statements of the Organization.

The organization does not eatly adopt standards, interpretations or amendments that have been issued
but not yet become effective.
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6 Basic accounting policies
6.1 Standards that have been issued but have not yet entered into force

Certain new standards became effective for the Otganization's reporting periods beginning on or after 01
Januarty 2024, and were not eatly adopted by the Organization,

Standards not effective for annual periods ending 31 December Effective for annual
2023 petiods on or after
* Amendments to IAS 1 Classification of Liabilities as Current or Non-
1 January 2024
Current
* Amendments to IAS 1 Long-term liabilities with covenants 1 January 2024
* Amendments to IFRS 16 Lease Liabilities on Sale and Resale 1 January 2024
* Amendments to IAS 7 and IFRS 7: Supplier Financing Arrangements 1 January 2024
* Amendments to TAS 21: Limitations on Currency Convertibility 1 January 2024

The Organization expects that the application of the standards listed above will not have a material effect
on the Organization's financial statements and financial position in the petiod of first application.

6.2 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordetly
transaction between market participants at the measurement date in the principal market or, if not
available, the most advantageous market to which the Organization has access in the specified date. The
fair value of a liability reflects the risk of default.

To the extent possible, the Entity measures the fair value of an instrument using quoted prices in an active
matket for that instrument. A market is considered active if quotes ate teadily available and reflect actual
and regular transactions between independent matket participants.

In the absence of a current price quotation in an active market, the Entity uses valuation techniques that
make maximum use of observable inputs and minimize the use of unobservable inputs. The valuation
methods chosen include all factors that market participants would take into account in the circumstances.

The best evidence of the fair value of a financial instrument at initial recognition is usually the transaction
ptice, which is the fair value of the consideration paid or received. If the Entity determines that the fair
value at initial recognition differs from the transaction price and the fair value is not evidenced by a current
quoted price in an active market for a similar asset or liability and is not based on a valuation technique
that uses only observable inputs, the financial instrument is initially measured at fair value. adjusted to
defer recognition of any difference between the transaction price and fair value. After initial recognition,
this difference is amortized to profit or loss ovet the life of the instrument, but no later than when the
estimate is fully supported by obsetvable inputs or when the transaction is completed.

If the price of a transaction in an inactive market diffets from the fair value of curtent market transactions
in an observable market for the same instrument, or is based on a valuation technique whose inputs
include only information from observable markets, the Entity tecoghizes immediately the difference
between the transaction price and fair value (“First Day Income”) in profit or loss. When non-observable
information is used, the difference between the transaction price and the value determined based on the
model is recognized in profit or loss only if the input becomes observable or if the financial instrument
is derecognized.

6.3 Effective interest rate (discount method)
The effective interest method is the reduction of all future cash flows expected from a financial asset
ot financial liability to the present value at the date the asset or liability atises at a discount rate.

The discount method is used by the Organization to determine the amortized cost of financial
instruments.
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The discount rate is the effective interest rate, or market rate of interest, at which all future cash flows
from a financial instrument are reduced to present value.

Cash flows for financial assets and liabilitics are discounted based on future cash flows expected at the
actual contractual rate and an approptiate discount factor determined based on the discount rate

In the event that cash flows on a financial instrument are expected for more than one petiod (interest
income or expenses accrue more than once on certain dates during the entire life of the financial
instrument, and/or repayment of the principal amount is cartied out in installments), the calculation of
future cash flows, the discount factor and the discounted amounts of these flows is catried out for each
such petiod. The ptresent value of a financial instrument at the date of its inception in this case is the sum
of the discounted future flows of the instrument for each period.

The effective interest rate is applied to the gross carrying amount of the financial instrument. Credit-
impaired financial assets acquired or originated are subject to credit-adjusted effective interest rates. This
rate applies to the amortized cost of acquired or originated credit-impaired assets from the date of initial
recognition.,

For financial assets that subsequently become credit-impaired, the effective interest rate is also applied to
amortized cost. If the credit risk on a credit-impaired financial asset subsequently dectreases so much that
the asset ceases to be an impaired financial asset, the effective interest rate is applied to the gross carrying
amount of the financial instrument from the next reporting petiod.

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

6.4 Amortized cost of financial instrument

The amortized cost of a financial instrument at the end of each reporting period is calculated as the
amortized cost of that instrument at the end of the previous reporting petiod plus/minus amortization,
which is the difference between the effective interest rate cash flows for that reporting period and the
actual cash flows received or paid during that period.

In determining amortization, the cash flows of a financial instrument include:

*  movement of the issued/received principal amount;

*  interest income or expenses;

*  additional commissions received/paid at the time of issuing/attracting a loan (such as commissions
for organizing and issuing a microcredit, consideting a loan application, opening and servicing a loan
account, etc.) or issuing a debt obligation (for example, bonds);

*  other commissions that are subject to a reliable assessment, the payment of which is a mandatory
condition for issuing a microcredit / issuing a liability or will be made on a regular basis in accordance
with the terms of the agreement.

Interest income and expenses on financial instruments recognized at initial tecognition at cost are
recognized in the income statement based on the actual contractual rate.

If a financial instrument is determined to have a new fair value at initial recognition, interest income ot
expense is calculated and recognized based on the matket interest tate used to determine the new fait
value of the financial instrument, which subsequently becomes the effective interest rate for that
instrument.

For floating rate financial instruments, the effective interest rate for discounting cash flows is used until
the next repricing date of the floating rate at matket tates ptior to the maturity date of the financial
instrument.

Interest income and expense on financial instruments whose amortized cost is calculated by discounting
cash flows at the effective interest rate are calculated based on the new cost of the financial instrument at
the effective interest rate,
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6.5 Financial assets and liabilities

Classification of financial instruments

Under IFRS 9, financial assets are classified as subsequently measured:

® atamortized cost;
e  at fair value through other comprehensive income;
¢  at fair value through profit or loss - depending on:
*  the business model used to manage financial assets;
*  characteristics of the financial asset related to the contractual cash flows.

The business model used by the Organization is determined by key management petsonnel and describe
the ways in which the Organization manages its financial assets in order to generate cash flows.

Financial assets are measured at amortized cost when all of the following conditions are met:

® The business models used by the Organization are determined by key management petsonnel
and describe the ways in which the Organization manages its financial assets in order to generate
cash flows.

¢ Financial assets are measured at amortized cost when all of the following conditions are met:

Cash flows that ate solely payments of principal and interest on the principal amount outstanding have
the following features:

e the principal amount of the debt is the fair value of the financial asset at initial recognition;

® interest includes only consideration for the time value of money, for credit risk in relation to
ptincipal outstanding for a specified period of time, and for other normal risks (eg liquidity) and
costs (in particular administrative) associated with microcredit.

In some cases, the time value of money element contains consideration for other risks and costs, i.e. is
modified. In this case, the Organization makes a qualitative ot, where appropriate, quantitative assessment
of the significance of the effect of the modified time value of money element.

Financial assets are measured at fair value through other comprehensive income when all of the following
conditions ate met:

* the financial assct is held within a business model whose objective is both to hold to collect contractual
cash flows and to sell financial assets;

* contractual terms provide for the receipt, on specified dates, of cash flows that are solely payments of
ptincipal and interest on the ptincipal amount outstanding.

Financial assets are measured at fair value through profit or loss if they are acquired in a business model
with the purpose of selling and if they do not qualify for amortized cost ot fait value through other
comprehensive income.

Under IFRS 9, financial liabilitics are classified as subsequently measured at amortized cost, except for:
» financial liabilities at fair value through profit or loss;

* financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or
when the continuing involvement ptinciple is applied;

* financial guarantee agreements;

* obligations to provide microcredits at an interest rate below the matket rate;
* contingent consideration received in a business combination.

Business model assessment

An entity evaluates the objective of the business model in which the asset is held at the level of a portfolio
of financial instruments as this best reflects the way the business is managed and the way information is
presented to management. The analyzed information includes:
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®  Policies and objectives set for portfolio management, as well as the implementation of these policies
in practice. In particular, whether the management strategy is focused on earning contractual interest
income, maintaining a certain interest rate structure, ensuring that financial assets meet the maturities
of the financial liabilities used to finance those assets, or realizing cash flows through the sale of
assets.

¢  How the performance of the portfolio is measured and how this information is communicated to
the management of the Organization.

®  Risks affecting the performance of the business model (and the financial assets held within that
business model) and how those risks are managed.

e  How portfolio managers are remunerated (for example, whether the remuneration is based on the
fair value of those assets or on the contractual cash flows received from the assets).

¢ The frequency, volume, and timing of sales in past periods, the reasons for such sales, and
expectations regarding future levels of sales. However, information on sales levels is not considered
in isolation, but as part of a single holistic analysis of how the Organization's stated goal of managing
financial assets is being achieved and how cash flows are realized.

Financial assets that are held for trading or managed and whose petformance is measured on a fair value
basis are measured at fair value through profit or loss because they are neither held to collect contractual
cash flows nor are they held to collect contractual cash flows. cash flow agreement and the sale of financial
assets,

Assessing whether contractual cash flows are solely payments of principal and interest

For the purposes of this measurement, "ptincipal” is defined as the fair value of a financial asset at initial
recognition. “Interest” is defined as a consideration for the time value of money, for credit risk on
principal outstanding over a specified petiod of time, and for other major risks and costs associated with
microlending (such as liquidity risk and administrative costs), and include profit margin.

In evaluating whether the contractual cash flows are solely payments of ptincipal and intetest on the
principal amount outstanding (the “SPPI test”), the Entity considers the contractual terms of the financial
instrument., This includes assessing whether the terms of the financial asset's contract contain any
condition that could change the timing or amount of the contract's cash flows such that the financial asset
would not meet the requitement under analysis.

When conducting an assessment, the Organization takes into account:

*  contingencies that may change the timing or amount of cash flows;

*  conditions that have a leverage effect (leverage);

*  conditions for early repayment and prolongation of the validity period;

*  terms that limit the Organization's claims to cash flows from certain assets (for example, non-
recourse assets);

*  conditions that result in a change in consideration for the time value of money — for example,
repricing interest rates on a periodic basis.

The Organization has determined that for a portfolio of long-term mictoctedits issued at a fixed interest
rate, for which the Organization has the right to revise the interest rate in the event of a change in the
refinancing rate set by the Central Bank of the Republic of Uzbekistan, and for which borrowers have the
right to either accept the revised rate or repay the microcredit at a nominal reduced by principal payments
and increased by accrued but unpaid interest, without penalty, the contractual cash flows of these
microcredits are solely payments of principal and interest, since this right results in a change in the interest
rate so that interest is a reimbursement for the time value of money, credit risk, other major risks
associated with microlending, and costs associated with the principal remaining outstanding. Thus, the
Organization considers these microcredits as microcredits with a floating interest rate in its essence.

General principles for the initial measurement of financial instruments

Financial insttuments (financial assets and financial liabilities) are recognized in the accounting tecords of
the Otrganization if the Organization becomes a party to a contract with respect to that financial
instrument.
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With the exception of trade receivables (not containing a significant financing component) and a financial
asset or financial liability at fair value through profit or loss, financial instruments are initially recognized
at fair value, plus or minus in the case of a financial asset or financial liability, by transaction costs that are
ditectly attributable to the acquisition of a financial asset or the issuance of a financial liability. The best
evidence of the fair value of a financial instrument at initial recognition is usually the transaction price.

Trade receivables that do not contain a significant financing component are measured at initial recognition
at the transaction price.

If the actual contractual rate for a financial instrument is absent or deviates significantly from the market
rate for this (similar/similar) instrument at the date of its occutrence, then the new fair value of the
financial instrument is determined for its initial recognition. Wherein:

® in the absence of information on market rates for this financial instrument (or if they cannot be
determined with a sufficient degree of reliability), the actual rate under the contract in respect of
this instrument is subject to comparison with market rates for transactions with similar/similar
financial instruments;

® 2 significant deviation of the actual rate under the contract from the market rate for this or
similar/similar financial instrument on the date of its occurrence is considered significant. The
decision on matetiality is made on the basis of the professional judgments of responsible persons,
taking into account the content and featutes of the relevant transaction.

The new fair value of a financial instrument at initial recognition is determined using a discounted market
interest rate method and is the fair value of the instrument at the date of inception, ie. the present value
of all future (expected) cash flows on this instrument at the date of its occurrence, discounted at the
market interest rate for this or a similar/similar financial instrument. The difference between the actual
cost at the date of origin of the financial instrument and its new cost, depending on the cause of its
occurrence, may be recognized in equity, income statement or other assets/liabilities of the Organization.

The market interest rate for this financial instrument ot other similar/similar financial instruments is
determined on the basis of available internal and external soutces of information, depending on the type
and nature of the financial instrument, and may be determined/calculated based on:

¢ from well-known interest rates published or posted in the information systems www.cbu.uz (the
official website of the CBU) or public authorities and administration on the Internet;

® from the refinancing rate of the CBU for the cortesponding period.

In particular, when determining the market rate for consumer lending agreements, the Organization uses
information published by the Central Bank of the Republic of Uzbekistan on the full cost of consumer
credit, determining the range of market rates as: the upper limit of the range is the consumer loan cost
rate and the lower limit of the range is the refinancing rate of the Central Bank of the Republic of
Uzbekistan for the cotresponding period.

Reclassification

The classification of financial assets does not change after initial recognition except in the period following
the Entity changes its business model for managing financial assets. An entity shall reclassify financial
assets only if it has changed the business model used to manage those financial assets. Such changes are
expected to be extremely rare. Such changes should be identified by the top management of the
Otganization as a consequence of external or internal changes and should be significant to the activities
of the Otganization and obvious to external parties. Accordingly, a change in the purpose of the
Otrganization's business model can occur when and only when the Organization begins or ceases to catty
out an activity that is significant in relation to its operations; for example, in the event of an acquisition,
disposal or termination by the Organization of a particular line of business.

The classification of financial liabilities after initial recognition is not subject to change.
Derecognition of financial instruments
A financial asset is derecognised only when:

e the contractual rights to the cash flows from that financial asset expire, ot
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® An entity transfers a financial asset and the transfer qualifies for derecognition.

If a financial asset is substantially modified, the Organization derecognises it and recognizes a new asset.
Criteria for major modification The organization determines how:

¢ change in the currency of a financial instrumentg
® change from a fixed interest rate to a floating interest rate and vice versa;
e replacement of the debtor.

A financial liability is derecognised only when it is extinguished, that is, when the obligation specified in
the contract is discharged, canceled or expired.

The transfer of a financial asset means:

® atransfer of contractual rights to receive cash flows from that financial asset to another party, ot

® retaining contractual tights to receive cash flows from the financial asset while incurting
contractual obligations to pay those cash to one or more recipients under the contract.

When transferring a financial asset, the risks and rewards associated with holding a financial asset are
assessed. In this case:

o if the Entity transfers substantially all the tisks and tewards incidental to ownership of a financial
asset, it derecognises the financial asset and fecognizes sepatately as assets or liabilities those
rights and obligations created or retained on the transfer;

¢ if the Entity retains substantially all the risks and rewards of ownership of the financial asset, it
continues to recognize the financial asset;

e if the Entity does not transfer or retain substantially all the risks and rewards incidental to
ownership of a financial asset, it shall detetmine whether control of the financial asset is retained.
And in this case:

* if the Entity does not retain control, it derecognises the financial asset and separately
recognizes as an asset or liability those rights and obligations that are created or retained on
transfer;

* if the Entity retains control, it continues to recognize the financial asset to the extent that it
continues to have an interest in that financial asset.

On detecognition, the difference between the carrying amount of the financial asset transferred to another
party (measured at the date of derecognition) and the amount of funds received or receivable in exchange
for that asset, less any liabilities assumed, is recognized in the income statement during the reporting
period.

Significant change in the terms of a financial liability (regardless of the reasons for this change), incl. an
exchange of obligations with substantially different terms is accounted for as an extinguishment of the
old obligation and the recognition of a new one, with the difference between the two recognized in the
income statement. Such a change is recognized as significant, in which the current discounted value of
cash flows in accordance with the new conditions differs from the cutrent discounted value of the
remaining cash flows of the original financial liability by Y% at the refinancing rate set by the Central Bank
of the Republic of Uzbekistan or mote.

Upon derecognition, the difference between the cartying amount of a financial liability extinguished or
transferred to another party, including the relevant under-depreciated patt of the actual costs, and the
consideration paid for it is subject to recognition in the income statement for the reporting period.

Impairment

An entity recognizes an allowance for expected credit losses on the following financial instruments not at
fair value through profit or loss:

microcredits to clients;

debt investment securities;

net investment in financial leasing;
issued financial guarantee contracts; And
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e issued loan commitments.

The entity recognizes allowances for expected credit losses at an amount equal to lifetime expected ctedit
losses, except for the following instruments, for which the amount of the allowance will be equal to 12-
month expected credit losses:

® debt investment securities with low credit tisk at the reporting date; And
& other financial instruments (other than net investments in finance leases) for which credit risk
has not increased significantly since their initial recognition.

An entity considers a debt security to have low credit risk if it has a credit rating that meets the
internationally accepted definition of an investment grade rating,

12-month expected credit losses are the portion of expected credit losses due to default events on a
financial instrument that are possible within 12 months after the reporting date,

Estimate of expected credit losses

Expected credit losses are an estimate of credit losses weighted by the probability of a default occutting.
They ate rated as follows:

* for financial assets that are not credit-impaired at the reporting date: as the present value of all expected
cash shortfalls (that is, the difference between the cash flows due to the Organization under the contract
and the cash flows that the Organization expects to receive);

* for financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount of the assets and the present value of estimated future cash flows;

* for the undrawn portion of the loan commitment: as the present value of the difference between the
contractual cash flows that are due to the Organization under the contract if the borrower exercises its
right to a loan and the cash flows that the Organization expects to receive if that loan wete issued; And

* For financial guarantee contracts: as the present value of expected payments to the holder of the contract
to compensate for a credit loss it incurs, less amounts the Organization expects to recover.

Restructured financial assets '

When the terms of a financial asset are renegotiated or modified by agteement, or an existing financial
asset is replaced by a new one due to financial difficulties of the bortower, an assessment is made to
determine whether the financial asset should be derecognised, and expected credit losses ate measured as
follows:

* If the expected restructuring does not result in the derecognition of the existing asset, then the expected
cash flows from the modified financial asset are included in the calculation of cash shortfalls from the
existing asset.

* If an expected restructuring results in the derecognition of an cxisting asset, then the expected fair value
of the new asset is treated as the ultimate cash flow of the existing asset at the time it is derecognised.
This amount is included in the calculation of cash shottfalls on the existing financial asset, which are
discounted over the period from the expected derecognition date to the reporting date using the original
effective interest rate of the existing financial asset.

Credir-impaired financial assets

At each reporting date, the Organization assesses financial assets carried at amortized cost and debt
financial assets cartied at fair value through other comprehensive income to determine if they are credit-
impaired. A financial asset is "credit-impaired" when it has a default event.

Presentation of allowance for expected credit losses
Credit loss allowance amounts are presented in the statement of financial position as follows:

* financial assets measured at amortized cost: as a reduction of the gross carrying amount of these

assets;
* loan commitments and financial guarantee contracts: in general, as a reserve;
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*  if the financial instrument contains both a callable and an unclaimed component, and the Entity is
unable to determine the expected credit losses on the committed loan commitment separately from
the expected credit losses on the portion already called (the originated microcredit): The Entity
presents an aggregate loss allowance for both components. The aggregate amount is presented as a
reduction in the gross book value of the claimed patt (issued microcredit). Any excess of the loss
allowance over the gross carrying amount of the microcredit issucd is presented as a ptovision; And

*  debt instruments measured at fair value through othet comptehensive income: loss allowance is not
recognized in the statement of financial position because the carrying amount of these assets is their
fair value. However, the loss allowance is disclosed and recognized in the fair value reserve.

Write-offs

Microcredits and debt securities are subject to write-off (in part or in full) when there is no reasonable
expectation of their recovery. Typically, this is the case when the Organization determines that the
borrower does not have assets or sources of income that can generate sufficient cash flows to pay off the
amounts due to be written off. However, for financial assets that have been written off, the Otganization
may continue to carry out debt collection activities in accordance with the recovery policy.

Cash and cash equivalents.

Cash and cash equivalents are items that are readily convertible to a certain amount of cash and are subject
to an insignificant change in value. Cash and cash equivalents include all overnight deposits and teverse
repurchase agreements with other banks with original maturities of up to one business day. Funds that
are restricted from use for more than three months at the time of origination ate excluded from cash and
cash equivalents in both the statement of financial position and the statement of cash flows. Cash and
cash equivalents are carried at amortized cost because (i) they are held to collect contractual cash flows
and these cash flows represent solely payments of principal and interest, and (ii) they are not classified as
measured at cost. fair value through profit or loss. Conditions established solely by law (for example, debt-
to-equity conversion provisions in some countries) do not affect the results of the SPPI test, unless they
are included in the terms of the contract and would apply even if the law subsequently changed.

Payments or receipts of cash presented in the statement of cash flows reptesent the transfer of cash and
cash equivalents to the Organization, including such amounts acctued ot credited to current accounts of
the Organization's countetparties held with the Organization, such as interest income on a loan or
principal amount collected by debiting the client's current account, interest payments or issued loans
credited to the client's current account, representing cash or its equivalent from the point of view of the
client.

Microcredits, microloans, and microfinancing services (microcredit).
Micro loans presented in the statement of financial position include:

®  Microcredits measured at amortized cost; they are measuted initially at fair value plus incremental
direct transaction costs and then at amortized cost using the effective interest method,;

e  Microcredits assessed at FVPL on a mandatoty basis; such mictocredits ate measured at fair value
with changes in their value immediately recognized in profit or loss; And

e finance lease receivables.

When an entity acquires a financial asset and simultaneously entets into an agreement to resell the asset
(or a substantially similar asset) at a fixed price at a future date, the agreement is accounted for as a loan
or advance and the undetlying asset is not recognized in the financial statements of the entity.

Collateral received for non-payment.

Collateral received for non-payment represents financial and non-financial assets teceived by the
Organization in the settlement of overdue microcredits. These assets atre initially recognized at fair value
upon receipt and included in property, plant and equipment, other financial assets, investment property
or inventories within other assets, depending on their nature and the Otganization's intention to collect
thosc assets, and are subsequently remeasured and accounted for in accordance with accounting policies
for these categories of assets.
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If the acquisition of collateral for non-payment results in the acquisition of control of the business, the
business combination is accounted for using the acquisition method, with the fair value of the settled
microcredits being the cost of the acquisition. For shares held in default, the accounting policy for
associates is applied when the Entity acquires significant influence but does not acquite control.

Property and equipment

Property, plant and equipment are carried at cost ot at revalued amounts as described below, less
accumulated depreciation and allowance for impairment, if any.

Gains and losses arising from the disposal of propetty, plant and equipment are determined on the basis
of their residual value and are included in operating expenses in the statement of comprehensive income.

Repair and maintenance costs are recognized in the statement of comprehensive income when they are
incurred.

Construction in progress is carried at cost less any allowance for impairment.

Upon completion of construction, the assets are transfetred to property, plant and equipment and are
recorded at their carrying amount at the time of transfer. Construction in progress is not subject to
depreciation until the asset is put into operation. ‘

Intangible assets

The Organization's intangible assets, other than goodwill, have a finite useful life and primarily include
capitalized software as well as intangible assets acquired as a result of a business combination (for example,
customer base and brand name). Acquired and recognized intangible assets are capitalized on the basis of
the costs incurred to acquire and implement those assets. Subsequent to initial recognition, intangible
assets are carried at cost less any accumulated amortization and any accumulated impairment losses.
Intangible assets are amortized on a straight-line basis and assessed fot impairment when there is an
indication that these assets may be impaired.

Depreciation

Depreciation of an item of fixed assets begins from the moment it is put into operation. Depreciation is
charged on a straight-line basis as a percentage of the useful life of assets:

*  Buildings - 5%;

*  Office and computer equipment - 15% - 40%;
*  Vehicles - 20%;

*  Other fixed assets - 15%;

Land has an unlimited useful life and is not subject to depreciation.

At the end of its useful life, the residual value of an asset is the estimated amount that the Organization
would currently receive if the asset were sold, less the estimated costs of disposal, if the condition and age
of the asset were consistent with the age and condition that the asset would be in end of useful life. The
residual value of assets and their useful lives are reviewed and, if necessary, adjusted at the end of the
reporting period.

Financial obligations.

The entity classifies its financial liabilities, other than financial guarantees and microcredit liabilities, as
measured at amortized cost or FVPL,

Derecognition of financial liabilities.

Financial liabilities are derecognised when they are extinguished (i.e. when an obligation specified in the
contract is satisfied or terminated, or the period for its performance expires).

Financial liabilities catcgorized as at fair value through profit or loss.

An entity may designate certain liabilities as measured at fair value through profit ot loss on initial
recognition. Gains and losses on such liabilities are presented in profit or loss, except for the amount of
changes in fair value that ate attributable to changes in the credit tisk of the liability (defined as the amount
that is not attributable to changes in market conditons that give rise to market tisk), that is recognized in
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other comprehensive income and is not subsequently reclassified to profit or loss. This is possible if such
a representation does not create or exacerbate an accounting mismatch. In this case, gains and losses
attributable to changes in the liability's credit risk are also recognized in profit or loss.

Borrowings from other banks.

Amounts due to banks are recorded from the moment when funds or other assets ate issued by the
Otganization by counterparty banks. Due to banks represent non-detivative financial liabilitics and are
catried at amortized cost or FVPL.

Other borrowed funds.

Other borrowed funds attracted by the Organization in the financial markets, as well as trade finance
transactions. Other borrowings are carried at amortized cost or FVPL.

Commitments to provide microcredit.

The organization issues commitments to provide microcredit. Such liabilities represent irrevocable
liabilities or liabilities that can only be withdrawn in response to significant adverse changes. Such liabilities
are initially recognized at fair value, usually evidenced by the amount of consideration received. This
amount is amortized on a straight-line basis over the life of the commitment, with the exception of the
commitment to provide microcredit, if it is probable that the Organization will enter into a specific
microcredit agreement and will not plan to implement the microcredit within a short petiod after its
provision; such fee and commission income telated to the microcredit commitment is deferred and
included in the carrying amount of the microctedit upon initial recognition. At the end of each reporting
period, the liability is measured as (i) the unamortized balance of the amount at initial recognition plus (i)
the amount of the contingent allowance determined based on the expected credit loss model, unless the
liability is to provide a mmicrocreditat a below-market interest rate, then the amount of the liability is
equal to the larger of the two. The carrying amount of microcredit commitments is a liability. For contracts
that include 2 mmicrocreditand an undrawn commitment, if the Organization is unable to separately
identify the ECL for the undrawn mmicrocreditcomponent and the mmicrocreditcomponent, the ECL
on the undrawn commitment is recognized together with the loss allowance for the micro loan. ECLs in
excess of the total expected credit losses over the gross carrying amount of the microcredit are recognized
as a liability.

Setdements with suppliets and other accounts payable.

Trade and other payables accrue when the counterparty has fulfilled its contractual obligations and are
carried at amortized cost.

Dividends

Dividends are recognized as a liability and deducted from equity at the end of the reporting period only
if they are declared before or on the end of the reporting period. Information about dividends is disclosed
in a note on events occurring after the end of the reporting petiod if they were declared after the end of
the reporting period. Payment of dividends and other distribution of profits is cartied out on the basis of
the net profit of the current year according to financial statements prepared in accordance with the
legislation of the Republic of Uzbekistan.

After approval at the general meeting of participants, dividends ate reflected in the financial statements
as a distribution of profits.

Interest income and expense calculated using the effective interest method.

Interest income and expense on all debt instruments measured at amortized cost and measured at fair
value through other comprehensive income are recognized on an accrual basis using the effective interest
method. This calculation includes in interest income and expenses all fees and charges paid or received
between parties to the contract that are an integral patt of the effective intetest rate, transaction costs, and
all other premiums or discounts.

Commissions atttibutable to the effective interest rate include fees received or paid by an entity in
connection with the creation or acquisition of a financial asset or the issuance of a financial liability (for
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cxample, fees for assessing creditworthiness, evaluating or accounting for guarantees or collateral, for
settling the terms of an instrument, and for transaction processing).

The Organization does not classify a microctedit liability as a financial liability at fair value through profit
or loss.

For originated or acquired credit-impaired financial assets, the effective interest rate is the rate that
discounts expected cash flows (including initial expected credit losses) to fair value at initial recognition
(usually the acquisition price). As a result, the effective interest is credit-adjusted.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
financial assets other than:

e financial assets that have become impaited (Stage 3) and for which interest income is calculated
by applying the effective intetest rate to their amortized cost (less allowance for expected credit
losses);

® credit-impaired financial assets originated or acquired for which the original credit-adjusted
effective interest rate is applied to amortized cost.

Fee and commission income and expenses

Fee and commission income and expenses that are an integral part of the effective interest rate of the
financial asset ot liability are included in the effective interest rate calculation.

A contract with a customer that results in the recognition of a financial instrument in the financial
statements of an Entity may be partly within the scope of IFRS 9 and partly within the scope of IFRS 15.
In this case, the Entity first applies the requirements of IFRS 9 to isolate and account fot the patt of the
contract that is within the scope of IFRS 9 and then applies IFRS 15 to the remainder.

Other interest income and expenses.

Other interest income and expense represent interest income and expense on debt instruments measured
at FVPL and are recognized on an accrual basis using a nominal interest rate.

Taxation

Income tax expense/recovery includes current and deferred taxes and is recognized in the statement of
comprehensive income. Taxation expenses are reflected in the financial statements in accordance with
the requirements of the current legislation of the Republic of Uzbekistan. Current tax payments are
calculated on the basis of taxable income for the yeat using income tax rates in effect duting the reporting
period.

Current tax amounts are funds payable to the budget or refunded from the budget in connection with
taxable profits or losses of the current or previous period. If financial statements are permitted to be
issued prior to the filing of the relevant tax returns, the tax amounts reported therein are based on
estimates,

Deferred income tax is calculated using the balance sheet asset and liability method for all tax losses carry
forward and temporary differences between the tax base of assets and liabilitics and their carrying amounts
for financial reporting purposes.

Deferred tax amounts are measured at tax rates that are effective at the end of the repotting petiod or
that are expected to apply during the period of reversal of temporary differences or use of tax loss carry
forwards. Deferred tax assets and liabilities are offset against each othet if there is 2 legally enforceable
right to offset current tax assets and liabilities, Deferred tax assets for deductible temporary differences
and tax losses are recognized to the extent that it is probable that sufficient taxable profit will be available
against which the deductions can be utilised. Management's judgment is required to determine the amount
of deferred tax assets that can be recognized in the financial statements based on the likely timing and
amount of future taxable income and future tax planning strategies.

In addition, the Republic of Uzbekistan has vatious operating taxes that apply to the Otganization. These
taxes are recognized in the statement of comptehensive income as patt of operating expenses..

Offsetting.
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Financial assets and liabilities are offset and the net present value reported in the statement of financial
position only when there is a statutory right to offset the recognized amounts and there is an intention to
either offset or realize the asset and settle the liability simultaneously. The right to set off (a) must not be
contingent on a future event and (b) must be enforceable in all of the following citcumstances: (i) in the
ordinary course of business, (ii) in the event of a default, and (iii) in the event of insolvency ot bankruptcy.

Employee benefits and social security contributions

On the territory of the Republic of Uzbekistan, the Organization makes deductions for the unified social
tax, Thesc deductions are also recorded on an accrual basis. The unified social tax includes contributions
to the Pension Fund. The Otrganization does not have its own pension scheme. Payroll expenses,
contributions to the state pension fund and the social insurance fund, paid annual leave and sick leave,
bonuses and non-monetary benefits are accrued as the relevant services are rendered by the employees of
the Organization.

Segment Information

Operating segments are identified based on internal reporting of the Otrganization's components,
reviewed regularly by the chief operating decision maker to allocate resoutces to the segments and evaluate
their performance.

An entity measures reportable segment information in accordance with IFRS. A reportable operating
segment is identified when one of the following quantitative requirements is met:

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

e the absolute measure of profit or loss is not less than 10 petcent of the highet of (i) the combined
profit of all operating segments that did not show a loss, and (ii) the combined loss of all operating
segments that showed a loss; or

e its assets represent at least 10 percent of the total assets of all operating segments.

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

If the total external sales revenue shown by the operating segments is less than 75 percent of the entity's
revenue, additional operating segments are identified as reportable (even if they do not meet the
quantitative criteria above) until the reported segments at least 75 pet cent of the Organization's revenue
will be included.

Foreign currency

Transactions in foreign currencies are initially translated into the functional currency at the exchange rate
of the CBU in effect on the date of the transaction. Gains and losses atising from the translation of
transactions in foreign currencies are recognized in the statement of comprehensive income as gains less
losses from foreign currency translation. Non-monetary items that are measured at cost in a foreign
currency are translated at the exchange rate of the Central Bank of the Republic of Uzbekistan in cffect
on the date of the transaction. Non-monetary items measured at fair value in a foreign currency are
translated at the rate of exchange ruling at the date the fair value was determined.

At the date of the financial statements, the assets and liabilities of the Otganization whose functional
currency is different from the presentation currency of the Organization ate translated into UZS at the
exchange rate at the reporting date, and their income statements ate translated at the weighted average
annual rate. The exchange differences arising on such translation are recognized in othetr comprehensive
income. On disposal of a subsidiaty or associate whose functional cutrency is different from the Entity's
presentation cuttency, the total amount recognized in othetr comprehensive income attributable to that
entity is reclassified from other comprehensive income to profit or loss for the reporting period.
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7 Cash and cash equivalents

31 December 31 December

2023 2022

Cash and cash equivalents measured at amortized cost 18 520 469 2 240 028
Total cash and cash equivalents 18 520 469 2 240 028

Cash and cash equivalents measured at amortized cost

31 December 31 December

2023 2022

Cash on hand 798 364 397 912
Balances on current accounts in other banks 1924 391 1849 276
Time deposits in other banks placed for a period of up to 90 days 15 857 084 -
Provision for credit losses (59 370) (7 160)
Total cash and cash equivalents measured at amortized cost 18 520 469 2 240 028

The table below analyzes the credit quality of cash and cash equivalents measured at amortized cost based
on credit ratings as of 31 December 2023, The carrying amount of cash and cash equivalent balances as
at 31 December 2023 in the table below also represents the Organization's maximum exposure to credit
risk on these assets:

Average credit High credit
risk risk Total
Balances on current accounts in other banks 1784 765 139 626 1924 391
Time deposits in other banks placed for a period of up to 90 days 15 857 084 - 15 857 084
Provision for credit losses (44 583) (14 787) (59 370)
Total cash and cash equivalents measured at amortized cost,
excluding cash 17 597 266 124 839 17722 105

The table below analyzes the credit quality of cash and cash equivalents measuted at amortized cost based
on credit ratings as at 31 December 2022.

Average High credit

credit risk risk Total
Balances on current accounts in other banks 1843 044 - 1843 044
Balances with other credit institutions - 6 232 6232
Provision for credit losses (6 467) (693) (7 160)
Total cash and cash equivalents measured at amortized cost,
excluding cash 1836 577 5539 1842 116

The table below provides a reconciliation of opening balances of the allowance for expected credit losses
(ECL) for cutrent accounts with other banks carried at amortized cost, broken down by appropriate

category.

ECL for 12
months Total
Balance as of 01 January 2022 7 667 7 667
Provisioning for credit losses (507) (507)
_Balance as of 31 December 2022 7160 7 160
Provisioning for credit losses 52 210 52 210

Balance as of 31 December 2023 59 370 59 370
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8 Microcredits
31 December 31 December
2023 2022
Microcredits valued at amortized cost 49 177 501 5 897 551
Total microcredits 49 177 501 5 897 551
Loans and advances to customers measured at amortized cost
31 December 31 December
2023 2022
Individuals 2 825 852 512 096
Individual entrepreneurs 34 389 612 3551373
Legal entities 13 355 118 1880 697
Provisioning for credit losses (1.393 081) (46 615)
Total microcredits measured at amortized cost 49 177 501 5 897 551

The tables below provide an analysis of the credit quality of microcredits measured at amortized cost
provided by the Organization as at 31 December 2023. The analysis of the credit quality of microctedits
presented in the tables below is based on the borrower credit quality scale developed by the Organization.

1
L]

Stage1 Stage2 Stage3 Total
Minimum credit risk 33122 - - 33122
Low credit risk 47 349 972 - - 47 349 972
Average credit risk - 1339 692 - 1339 692
High credit risk - - 1501 116 1501 116
Defaulted assets - - 346 680 346 680
Total gross book value of
microcredits 47 383 094 1339 692 1 847 796 50 570 582
Provisioning for credit losses (781 722) (233 443) (377 916) (1393 081)
Total microcredits 46 601 372 1106 249 1 469 880 49 177 501

The tables below provide an analysis of the ctedit quality of microctedits measured at amortized cost
provided by the Otganization as of 31 December 2022. The analysis of the credit quality of microcredits
presented in the tables below is based on the scale of borrower credit quality developed by the

Organization.
Stage1 Total
Minimum credit risk 4 388 304 4 388 304
Low credit risk 1 555 862 1 555 862
Total gross book value of microcredits 5 944 166 5944 166
Provisioning for credit losses (46 615) (46 615)
Total microcredits 5 897 551 5 897 551

Microcredits were provided to individuals and legal entities, residents of the Republic of Uzbekistan.

Analysis of the movement of the teserve for credit losses for 2023 for loans to customers measured at

amortized cost:

Stage1 Stage2 Stage3 Total
Balance as of 31 December 2022 46 615 - - 46 615
Transfer to Stage1 B B - -
Transfer to Stage2 (419) 419 - -
Transfer to Stage3 (1 536) - 1536 -
Net expense from creation/(restoration) of credit 737 062 233 023 376 380 1 346 466
loss reserve within one stage
- including new loans issued 722 216 179 344 341768 1243 328
Balance as of 31 December 2023 781 722 233 443 377 916 1393 081
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(in thousands of UZS)

Information on credit quality for microcredits as of 31 December 2023 is as follows:

Loans to legal Loans to Loans to individual

entities individuals entrepreneurs Total
Not overdue 10 803 008 2223 389 29632731 42 659 128
Overdue;
- with a payment delay of less than 30
days 1632 583 401 135 3563 113 5 596 831
- with payment delay for a period of 30
to 90 days 327 223 97 619 125 855 550 697
- with payment delay for a period of 90
to 180 days 556 543 76 585 1 006 340 1639 468
- with a payment delay of more than
180 days 35 761 27 124 61572 124 458
Total gross book value of :
microcredits 13 355 118 2825 852 34 389 612 50 570 582
Provisioning for credit losses (455 090) (128 666) (809 325) (1393 081)
Total microcredits 12 900 028 2 697 186 33 580 287 49 177 501

Information on credit quality for microcredits as of 31 December 2022 is as follows:
Loans to legal Loans to Loans to individual

entities individuals entrepreneurs Total
Not overdue 1 880 697 512 096 35561373 5 9844 166
Total gross book value of
microcredite 1 880 697 512 096 3551373 5944 166
Provisioning for credit losses (18 254) (3 269) (25 092) (46 615)
Total microcredits 1862 443 508 827 3 526 281 5 897 551

9 Fixed assets and intangible assets

Below is information on the movement of fixed assets and intangible assets as of 31 December 2023:

Office and
computer Right-of-use Total fixed Intangible

equipment assets assets assets Total
Residual value as of 31
December 2022 696 671 3773 382 4 470 053 - 4470 053
Initial cost
Balance as of 31 December
2022 757 547 4024 941 4782 488 - 4782 488
Receipts 868 817 3252 828 4121 645 5 861 4127 506
Balance as of 31 December
2023 1626 364 7 277 769 5904 133 5 861 B8 909 994
Accumulated depreciation
Residual value at 31 December
2022 60 876 251 559 312 435 - 312 435
Depreciation deductions 171 874 335 260 507 134 1930 509 064
Balance as of 31 December 2023 232 750 586 819 819 569 1930 821 499
Residual value as of
31 December 2023 1393 614 6 690 950 8 084 564 3931 B 088 495
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(in thousands of UZS)

Below is information on the movement of fixed assets and intangible assets as of 31 December 2022:

Office and
computer Right-of-use Total fixed
equipment assets assets Total
Residual value as of 01 January
2022 - 3974 629 3974 629 3974 629
Initial cost
Balance as of 01 January 2022 - 4024 941 4 024 941 4024 941
Receipts 757 547 - 757 547 757 547
Balance as of 31 December 2022 757 547 4024 941 4782 488 4782 488
Accumulated depreciation
Residual value as of 01 January
2022 - 50 312 50 312 50 312
Depreciation deductions 60 876 201 247 262 123 262 123
Balance as of 31 December 2022 60 876 251 559 312435 312 435
Residual value as of 31 December
2022 696 671 3773 382 4 470 053 4 470 053
10 Other assets
31 December 31 December
2023 2022
Other non-financial assets
Prepayment for services 225 026 13693
Prepayment for equipment and goods 7799 1810
Total other non-financial assets 273 909 15 503

11 Other borrowed funds

Other borrowed funds are presented as follows:

31 December

31 December

2023 2022
EFA FINANCIAL INSTITUTIONS DEBT FUND PTE. LTD 12 214 827 -
CENTRAL ASIA IMPACT FUND, INC 12 326 052 -
Total other borrowed funds 24 540 880 -
12 Other liabilities |

31 December 31 December
2023 2022

Other financial liabilities
Accrued expenses for payment of remuneration to personnel 203 952 74 263
For inventory items and services 350 166 23 415
Finance lease liabilities 7097 774 3 934 250
Total other financial liabilities 7 651 892 4 031 928

13 Authorised Capital

The authorized and paid-up authorized capital of the Organization is 45 358 669 thousands of UZS.

The audited statutory consolidated financial statements of the Organization are the basis for the
distribution of profits and other appropriations. The legislation of Uzbekistan defines the basis of
distribution as retained earnings.

The Company did not declare dividends in 2023 and 2022.
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14 Interest income and expenses

26

(in thousands of UZS)

For the year For the year
ended 31 ended 31
December 2023 December 2022

Interest income calculated at the effective interest rate
Cash and cash equivalents 5538 19 841
Microcredits 14 021 198 230 700
Total interest income calculated at the effective interest rate 14 026 736 250 541

Other interest expenses

Interest expenses on loans 714 584 -
Interest expense on finance lease 652 552 597 344
Other obligations 3 266 -
Total other interest expenses 1370 402 597 344
Net interest income 12 656 334 (346 803)

15 Fee and commission income and expenses

For the year

For the year

ended 31 ended 31
December 2023 December 2022
Commission expenses
Transactions with bank cards 344 272 54 200
Commission costs with credit institutions 33 570 =
Other commission and service expenses 384 967 136 123
Total commission expenses 762 809 190 323
Net commission income (762 809) (190 323)
16 Administrative and other operating expenses
For the year ended  For the year ended
31 December 2023 31 December 2022
Salary and bonuses 4 224 765 884 455
Unified social payment 415734 94 743
Other employee benefits 44 905 B8 577
Personnel costs 4 685 404 987 775
Professional Services 1427 337 193 927
Travel expenses 556 237 34 542
Depreciation 509 064 262 123
Repair 462 773 345 466
Advertising 209 438 41752
Entertainment expenses 116 542 2812
Security 77 991 11117
Stationery 57 443 196 611
Connection 57 286 14 428
Insurance 29135 1017
Membership fee 26 155 1000
Public utilities 14 880 6474
Other taxes, except income tax 11 809 -
Loss on sale of fixed assets - 3146
Others 139 270 14 638
Total other operating expenses 3 696 910 1129 053
Total personnel costs and other operating expenses 8382 314 2116 828
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17 Income tax expense

Components of income tax expense

Income tax savings include the following components:

For the year For the year

ended 31 ended 31

December 2023 December 2022

Current income tax expenses 13 367 3232
Deferred taxation (18 943) (66 231)
Income tax expenses for the year ! (5 575) (62 999)

Reconciliation of tax expense and profit or loss multiplied by the applicable tax rate
The income tax rate applicable to most of the Organization's profits is corporate income tax (7.5 percent).

Below is a comparison of theoretical tax expenses with actual tax expenses:

Recovered /
(charged) to
31 December profit and loss 31 December
2023 accounts 2022
Tax effects of temporary differences
reducing/(increasing) the tax base
Cash and cash equivalents 4453 {2 700) 1752
Microcredits 196 6797 6 992
Fixed assets 38 646 (6 079) 32 567
Other assets 21 281 (7 956) 13 325
Other obligations 20 598 (9 004) 11 594
Net deferred tax assets 85173 (18 943) 66 231
Recognized deferred tax assets 85 173 (18 943) 66 231
Net deferred tax (liabilities)/assets 85173 (18 943) 66 231

18  Contingent financial liabilities
18.1 Legal Issues.

In the normal course of business, the Organization is subject to lawsuits and claims. Management believes
that the probable liabilities, if any, arising from such actions or claims will not have a material adverse
effect on the future financial position or performance of the Organization.

18.2 Tax law.

The tax and customs legislation, as well as the legislation in the field of currency tegulation of the Republic
of Uzbckistan, ate subject to varying interpretations and are subject to frequent changes. Moreover,
regulations issued by various government bodies may be in conflict with each other. Management's
interpretation of the law as applied to the operations and activities of the Organization may be challenged
by the relevant authorities. The Uzbek tax authorities may take a more assertive stance in interpreting
legislation and assessing charges, and it is possible that transactions and activities that have not been
challenged in the past will be challenged. As a result, significant amounts of additional taxes, fines and
penalties may be assessed. Tax periods remain open for tax review by the relevant tax authorities for five
calendar years. prior to the year for which the audit is being carried out. In some cases, reviews may cover
longer periods.

The Organization's management believes that its interpretation of the televant legislation is cortect and
that the Organization's tax, currency and customs positions will be sustained. As at 31 December 2023,
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management has not created a provision for potential tax liabilities. The Organization estimates that there
are no potential tax liabilities, except for the unlikely

19 Related party transactions

For the purposes of these financial statements, patties are considered to be related if one party has the
ability to control the other party or exercise significant influence over the other party in making financial
and operating decisions, as set out in IAS 24 Related Party Disclosures. When consideting all possible
relationships with related parties, the economic content of such relationships is taken into account, and
not just their legal form.

In the normal course of its business, the Organization enters into transactions with its major shareholders,
officers and other parties. These transactions include settlements, loans, deposits, guarantees, trade
finance and foreign exchange transactions. It is the Organization's policy that all transactions with related
parties are subject to the same terms and conditions as transactions with unrelated parties.

As of 31 December 2023, the Organization has no balances of assets and liabilities, as well as income and
expenses with related parties.

20 Fair value

Fair value is defined as the price at which an instrument could be exchanged in a current transaction
between willing parties to enter into an arm's length transaction, other than a forced sale or liquidation.
The best evidence of fair value is 2 quoted financial instrument in an active market. Since there is no liquid
market for most of the Organization's financial instruments, their fair value must be determined based on
prevailing market conditions and the specific risks associated with a patticular instrument. The estimates
presented below may not reflect the amounts that the Organization is able to obtain from a matket sale
of the entire holding of a particular instrument.

An entity uses the following hierarchy to determine and disclose the fait value of financial instruments
depending on the valuation techniques:

® Level 1: quoted (unadjusted) prices in active markets for identical assets and liabilities;
e Level 2: techniques in which all inputs that significantly affect fair value are directly ot indirectly
observable in an open market; And

e Level 3: Techniques that use inputs that significantly affect fair value that are not based on
obsetvable market data.

The table below provides an analysis of assets catried at amortized cost and reported at fair value, by
levels of the measurement hierarchy as at 31 December 2023:

Level 1 Level 2 Level 3 Book value
Financial assets carried at amortized cost
Cash and cash equivalents 798 364 17 781 475 - 18 579 839
Cash on hand 798 364 - - 798 364
Balances on current accounts in other
banks - 1924 391 - 1924 391
Microcredits - - 50 570 582 50 570 582
Commercial loans to legal entities - - 13 355 118 13 355118
Microcredits for individual entrepreneurs 34 389 612 34 389612

Microcredits and other loans to individuals - = 2 825 852 2 825 852
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The table below provides an analysis of assets carried at amortized cost and reported at fair value, by
levels of the measurement hierarchy as at 31 December 2022:

Level 1 Level 2 Level 3 Book value
Financial assets carried at amortized cost
Cash and cash equivalents 397 912 1849 276 - 2 247 188
Cash on hand 397 912 - - 397 912
Balances on current accounts in other banks - 1849 276 - 1849 276
Microcredits P - 5944 166 5944 166
Commercial loans to legal entities - - 1880 697 1880 697
Microcredits for individual entrepreneurs 35651373 3 551 373
Microcredits and other loans to individuals - - 512 096 512 096

The table below provides an analysis of liabilities carried at amortized cost and reported at fait value, by
level of the measutement hierarchy as of 31 December 2023:

Level 1 Level 2 Level 3 Book value
Financial liabilities carried at amortized cost
Other borrowed funds - 24 540 880 - 24 540 880
Borrowed funds from foreign investors - 24 540 880 - 24 540 880
Other financial liabilities - - 7 651 892 7 651 892

Fair value measurements at Level 2 and Level 3 of the fair value hierarchy were made using a discounted
cash flow model. The fair value of floating rate derivatives not quoted in an active market has been taken
equal to their catrying amount, The fair value of fixed rate instruments not quoted in an active market has
been estimated based on estimated future cash flows, discounted using cutrent borrowing market interest
rates for new instruments with similar credit tisk and maturity.

For assets, the Organization used assumptions about the incremental tate on debt and counterparty
prepayment rates. Liabilities are discounted at the Organization's incremental borrowing rate.
Demandable liabilities have been discounted from the first day of a potential call to settle the
Organization's liability.

21 Management of risks

Risk management by the Organization is cartied out in relation to financial tisks (credit, matket, cutrency
risks, liquidity and interest rate risks), as well as operational and legal tisks. The risk assessment also
provides the basis for optimal risk-based capital allocation, transaction pricing and petformance
evaluation. The management of the Organization should ensure that internal policies and procedures are
propetly followed in order to minimize opetational and legal tisks.

21.1 Credit risk

The entity takes on credit risk, which is the risk that a counterparty will not be able to pay in full when
due. The Organization controls credit risk by setting limits on a single borrower ot organizations of related
borrowers, as well as on industry segments. The Organization regularly monitors such risks.

Credit risk. Expected Credit Loss Model and Fundamentals of Provisioning. The Organization
applies an expected credit loss model for the purpose of rcscrvmg financial debt instruments, the key
principle of which is the timely recognition of detetioration or improvement in the credit quality of debt
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financial instruments, taking into account cutrent and forward-looking information. The amount of
expected credit losses recognized as a credit loss allowance depends on the degtee of deterioration in
credit quality since the initial recognition of a debt financial instrument.

Depending on the change in credit quality since initial recognition, the Entity classifies financial
instruments into one of the following stages:

e Stage 1 - "12-month expected credit losses" - Debt financial instruments for which there has not
been a significant increase in credit risk, and for which 12-month expected credit losses are
calculated.

e Stage 2 - Lifetime expected credit losses - unimpaired assets - Debt financial instruments with a
significant increase in credit risk, but not impaired, for which lifetime expected credit losses are
calculated.

* Stage 3 - "Lifetime expected credit losses - impaired assets" - impaired debt financial instruments.

For purchased or issued impaired financial assets, the ctedit loss allowance is formed in the amount of
the accumulated changes in expected credit losses over the life of the instrument from the date of purchase
or origination,

Factors that indicate a significant increase in credit risk before the asset is recognized as
impaired. The main factors indicating a significant increase in credit risk before an asset is recognized as
impaired are:

® The presence of overdue debt to the Organization for a period of 31 to 90 days (inclusive);

¢ Significant changes in external and internal credit rating resulting from a change in credit risk
since initial recognition;

e Deterioration of the internal rating to the level at which the Organization decides to refuse to
provide a loan;

e Identification of events that can affect solvency (license revocation, lawsuits, violation of credit
documentation conditions, etc.).

Key features of classifying a debt financial instrument as impaired (stage 3):

e the Botrower is more than 90 days past due on any debt owed to the Organization;

®  Default restructuring of debt and/or financial liabilities related to operations in financial markets
and expected insolvency;

®  Other signs of insolvency, the identification of which leads to the assigning of a default to the
borrower (bankruptcy of the borrower, the expected adoption by the borrower of a decision to
liquidate or terminate activities, the probable non-payment of debt by the borrower, etc.).

Recovety of credit quality. An improvement in the credit quality of a bortower that has identified a
significant increase in credit risk at prior reporting dates to Stage 1 risk is determined by assessing the
change in credit risk at the reporting date from initial recognition.

Recovery of credit quality from an impaired level to the level of tisk related to the fitst stage occurs when
indicators of impairment disappear at the reporting date, and also if thete are no factors at the reporting
date that indicate a significant increase in credit risk.

Provisioning approach for acquired or issued impaired assets. To calculate the credit loss allowance
for impaired assets acquired or issued, the Organization estimates the cumulative changes in expected
credit losses over the life of the instrument from the date of acquisition or issue.

A financial asset is considered to have been acquired ot issued for an impaited asset when one or more
events have occurred that have a negative effect on the estimated future cash flows of such financial asset,
in particular, obsetvable data about the following events at the time of acquisition or issuance:

e significant financial difficuldes of the counterpatty/issuer;
e violations of the terms of the contract, such as late payment;

e granting by a creditor an assignment to its counterparty/issuer due to economic reasons or
contractual terms related to the financial difficulties of such counterparty/issuer and which the
creditor would not have otherwise provided,;
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® the emergence of the likelihood of bankruptcy or other financial reorganization;

o the disappearance of an active market for that financial asset as a result of the issuer's financial
difficulties;

o the purchase or creation of a financial asset at a deep discount that reflects incurred credit losses.

Methods of valuation and method of forming an allowance for credit Iosses. There are two methods
for estimating expected credit losses: at the transaction level ot at the counterparty level. Transaction-
level valuation is used for all debt instruments, except for those in the Retail segment.

The counterparty-level valuation is used for all debt financial instruments within the Retail segment.

The main method of creating credit loss allowances, which is applied at the Organization's level, is the
provisioning on a collective basis. It is mandatory for financial instruments that are not materially indebted
ot for which no significant increase in credit risk or impairment has been identified during the reporting
period.

Reservation of financial assets on an individual basis. The amount of allowance for credit losses for
each debt financial asset is based on an estimate of the weighted average expected credit losses under the
considered scenarios.

e The number of scenarios considered and their weights are determined based on the methodology
developed by the Organization, taking into account the available curtent as well as reasonable
forecast information, however, the number of scenatios considered cannot be less than two
(including the 100% loss scenario) and the probability of their implementation must be greater
than zero.

¢ Estimating expected losses in an individual provisioning approach takes into account the time
value of money, as well as reasonable information about past, cutrent and forecast future
economic conditions. The amount of a credit loss allowance is determined as the difference
between the gross carrying amount of a debt financial asset, before a credit loss allowance at the
measurement date, and its recoverable amount.

The recoverable amount is estimated using the discounted cash flow method, which is based on expected
future payments on the debt financial asset (or other cash flows) using the effective interest rate as the
discount rate. This assessment should take into account the following sources of cash receipts:

e free cash flows from operating activities;
e future amounts recoverable as a result of the sale of collateral;

® cash receipts from other soutces - for example, as a result of legal proceedings (other than the
sale of pledge) or bankruptcy proceedings.

Reservation of financial assets on a collective basis. Credit loss allowances for debt financial assets
are collectively assessed based on individual risk metrics (PD, LGD, EAD), which are assigned to each
particular counterparty/issuer based on an analysis of financial and other information, and which are
regularly monitored.

PD is the probability of default, determined on the basis of the risk segment and the intetnal rating (ot
delinquency organization) for the relevant period (12 months or the entire life of the instrument (Lifetime
PD)). Values are determined based on internal models, as well as using migration matrices (Markov
chains), Default probability calculations are adjusted to reflect forward-looking information. Probability
of default (PD) indicators used by the Organization, using Moody's data for financial institutions as an
example. For corporate data on the main sectots of the economy and individuals, data published on the
official websites of state bodies, the Central Bank of the Republic of Uzbekistan (www.cbu.uz) and other
sources are used. Data on the quality of the banks' loan portfolio of past petiods, as well as cutrent and
expected changes in macroeconomic vatiables (for example, real GDP growth, inflation, growth in real
disposable money income of the population, etc.) ate used as forecast information. The impact of these
economic variables on the ptobability of default is determined using statistical regression analysis and is
calculated as the impact that these variables had on the default rate in the past. An entity estimates
expected credit losses for a period of 12 months (Stage 1) or the entire life of the instrument, weighted
by the probability of the scenarios. These probability-weighted ECLs are determined by calculating each
scenario against the appropriate ECL model and multiplying them by the appropriate scenatio weights.
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The basic segmentation principle for determining the Probability of Default (PD) for provisioning
purposes is that debt financial instruments with a similar risk profile should be assigned to the same
portfolio with a similar level of risk. The risk segment is determined based on the charactetistics of the
counterparty/issuer, country of residence, size and business model.

LGD is the default loss rate, an estimated loss due to the occurrence of a default based on the difference
in contractual cash flows receivable and cash flows that the lender expects to receive, including from
collateral. Typically, this value is expressed as a percentage of EAD. Values are determined using models
developed from internal statistics.

EAD is the amount of credit exposure at risk of default. Debt at the time of default is determined based
on the expected payment schedule, which varies depending on the type of product. For products carried
at amortized cost and lump-sum loans at the time of default, determined based on the contractual amounts
payable by the borrower over a 12-month period or over the life of the financial instrument. This debt is
also adjusted for the expected overpayment by the borrower. The calculation also includes prepayment
or refinancing assumptions. For renewable products, debt at the time of default is projected by adding to
the current balance of funds used a "credit conversion factor” that takes into account the expected use of
the remaining limit at the time of default. These assumptions vary depending on the type of product, the
current use of the limit and other behavioral characteristics of a particular botrowetr. Values are
determined using models developed from internal statistics.

Determination of the credit loss allowance for credit related commitments. If the counterparty has
current balance sheet debt, the assessment of credit loss reserves for credit related commitments is carried
out in accordance with the approaches applied to provisioning the balance sheet debt of this counterparty,
taking into account the ctedit conversion factor (CCF) determined both on the basis of statistical data
and using Basel values . If the counterparty has only ctedit related commitments, credit loss allowances
are assessed depending on the amount of the commitment, taking into account CCF, on an individual or
collective basis.

Credit quality of financial instruments. The classification of financial assets into five categories of
credit risk is a summary of the credit quality of financial assets covered by IFRS 9.

e “Minimum credit risk” means assets whose counterparties demonstrate a stable ability to meet
financial obligations in a timely manner with an insignificant probability of default.

¢ “Low credit risk” means assets with counterparties that have a low probability of default and a
high ability to meet financial obligations on time.

® “Medium credit risk” means assets with counterparties that have a moderate probability of
default, demonstrate an average ability to meet financial obligations on time and require more
cateful attention at the monitoring stage.

® “High credit tisk” — assets with counterparties that have a high probability of default require
special attention at the monitoring stage.

® 'Default' means assets that have indications of impairment that meet the definition of default.

21.2 Market risk

The Organization assumes market risk associated with open positions in interest rate, currency and equity
instruments that are exposed to general and specific market movements.

The objective of matket risk management is to control that exposure to market risk does not go beyond
acceptable parameters, while ensuring the optimization of the return received for the risk taken.
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21.3 Geographic Risk

Below is an analysis of the geographical concentration of the Organization's financial assets and liabilities
as at 31 December 2023,

OECD and
FATF
member Other
Uzbekistan countries countries Total
Financial assets
Cash and cash equivalents 18 520 469 - - 18 520 469
Microcredits 49 177 501 - - - 49177 501
Total financial assets 67 697 970 - - 67 697 970
Financial liabilities
Other borrowed funds - 12 326 052 12 214 827 24 540 880
Other financial liabilities 7 651 892 - - 7 651 892
Total financial liabllities 7 651 892 12 326 052 12 214 827 32192772
Net financial assets/(liabilities) 60 046 078 (12 326 052) (12 214 827) 35 505 198

21.4 Currency risk.

The table below provides a general analysis of the Organization's currency risk as at the end of the
reporting period:

Monetary
Monetary financial Net balance
financial assets obligations position
2023
uzs 67 783 143 7097 774 60 685 369
usD z 24 540 880 (24 540 880)
Total 67 783 143 31 638 654 36 144 489
2022
uzs 2240 028 4031 928 {1791 900)
uspD # w :
Total 2 240 028 4031 928 (1 791 900)

The entity accepts the risk associated with the effect of fluctuations in foreign currency exchange rates on
its financial position and cash flows. The Management sets limits on the level of risk accepted by cutrency
and in general, both at the end of each day and within one day, and monitors compliance with them daily.
The Organization's Treasury measures its foreign exchange risk by analyzing its net foreign exchange
position denominated in the same cutrency and analyzes the effect of appreciation/depreciation of the
same currency in relation to the Uzbek Som on the Organization's profit and loss.

The table below sets forth the changes in financial result and comprehensive income because of possible
changes in exchange rates used at the end of the reporting period, with all other conditions remaining
constant. A reasonably possible change in the exchange rate for each currency is determined based on the
maximum fluctuation limits of rates changed by 10% compared to the current ones.

31 December 31 December

2023 2022
US dollar strengthens by 10% 198 892 -
US dollar weakens by 10% (198 892) -

The risk was calculated only for cash balances in currencies other than the functional currency of the
Otganization.
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21.5 Liquidity risk.

Liquidity risk is the risk that an entity will encounter difficulty in meeting financial obligations. The
otganization does not accumulate funds in case it is necessary to fulfill all the above obligations at a time,
since, based on the accumulated work experience, it is possible to predict with a sufficient degree of
accuracy the level of funds necessary to fulfill these obligations.

The table below shows the maturity analysis of non-detivative financial assets cartied at carrying amount
based on contractual maturities, excluding assets that can be easily realized if cash outflows associated
with financial liabilities become necessary. Such financial assets are included in the maturity analysis based
on the expected date of disposal. Impaired loans and borrowings are included in the table at carrying
amount less allowance for impairment and based on the expected timing of cash inflows.

Analysis of liquidity risk and interest rate risk as at 31 December 2023 is presented in the following table:

On demand and
less than 1 From1to3 From 3 months More than 1

month months to 1 year year Total
Financial assets
Cash and cash equivalents 15 857 084 - - - 15 857 084
Microcredits 1177 921 2760 492 15 162 599 30076 489 49 177 501
Total financial assets on which
interest accrues 17 035 005 2 760 492 15 162 599 30 076 489 65 034 585
Cash and cash equivalents 2 663 385 - - - 2 663 385
Total financial assets 19 698 390 2 760 492 15 162 599 30 076 489 67 697 970
Financial liabilities
Other financial liabilities 526 765 B0 741 273333 6 791 054 7651 892
Other borrowed funds 65 424 - 5802 161 18 673 295 24 540 880
Total financial obligations on which
interest accrues 592 188 60 741 6075 494 25 464 349 7 651 892
Total financial liabilities 592 188 60 741 6075 494 25 464 349 7 651 892
Difference between financial assets
and liabilities 19 106 202 2699 751 9087 105 4612 140 60 046 078
Difference between financial assets
and liabilities that earn interest 16 442 817 2699 751 9 087 105 4612 140 57 382 693
Difference between financial assets
and liabilities on which interest
accrues, cumulatively 16 442 817 19 142 568 28 229 673 32 841 813

Difference between financial assets

and liabilities on which interest

accrues, as a percentage of total

assets, cumulative totals 24,29% 28,28% 41,70% 48,51%
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An analysis of liquidity risk and interest rate risk as of 31 December 2022 is presented in the following

table:
On demand and From 3
less than 1 From1to3 monthsto1 Morethan1
month months year year Total

Financial assets
Cash and cash equivalents - 1052 827 - - 1052 827
Microcredits 196 803 443 623 2320 918 2 936 206 5 B97 551
Total financial assets on which
interest accrues 196 803 1496 450 2 320 918 2 936 206 6 950 378
Cash and cash equivalents 2 240 028 - - - 2240028
Total financial assets 2 432 308 1496 450 2320 918 2936 206 9 185 883
Financial liabilities
Other financial liabilities 114 449 33 541 150 935 3733003 4 031928
Total financial obligations on which
interest accrues 114 449 33 541 150 935 3 733 003 4031 928
Difference between financial assets
and liabilities 2432 308 1462 909 2169 983 (796 797) 9185 883
Difference between financial assets
and liabilities that earn interest 82 355 1462 909 2 169 983 (796 797) 2918 450
Difference between financial assets
and liabilities on which interest
accrues, cumulatively 82 355 1545 264 3715 247 2 918 450
Difference between financial assets
and liabilities on which interest
accrues, as a percentage of total
assets, cumulative totals 0,90% 16,82% 40,45% 31,77%

21.6 Interest rate risk.

The entity accepts the risk associated with the effect of fluctuations in market interest rates on its financial
position and cash flows. Such fluctuations may increase the level of interest margins, but if there is an
unexpected change in interest rates, the interest margin may also decrease or cause losses.

The otganization is exposed to interest rate risk, primarily as a result of its activities in providing loans at
fixed interest rates in amounts and for periods that differ from the amounts and terms of raising funds at
fixed interest rates. In practice, interest rates are usually set for a short period. In addition, interest rates
fixed in the terms of contracts for both assets and liabilities are often revised by mutual agreement in
accordance with the current market situation.

The Organization monitors interest tates on financial instruments. The table below shows interest rates
on financial instruments as of the reporting date:
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2023 2022

UzZs usp Uzs UsD
Financial assets
Cash and cash equivalents 1% 0% 0% 0%
Funds in other banks 0% 0% 12%-18% 0%
Microcredits 32%-58% 0% 36%-49% 0%
Financial liabilities
Other borrowed funds 0% 9%-10,75% 0% 0%

22 Segment Information

The main format for providing information on the segments of the Organization's activities is the
presentation of information on operating segments, auxiliary - on geographical segments,

All operations and services are related to thé clients of the Republic of Uzbekistan. All clients of the
Otrganization are residents of the Republic of Uzbekistan.

221 Operating segments

The Organization operates through two main operating segments:

* Individuals
*  Legal entities

* Individual entrepreneurs

Transactions between opetating segments ate cattied out on normal commercial terms. The funds are
reallocated between the segments, which leads to a reallocation of financing costs, taken into account in
the calculation of operating income. Interest accruing on these funds is calculated on the basis of the
Otrganization's cost of capital. Thete are no other material income or expenses arising from transactions
between operating segments. Segment assets and liabilities represent assets and liabilities that make up the
majority of the balance sheet but exclude items such as taxation of borrowings. Internal costs and transfer
pricing adjustments are included in the respective segment results. Revenue sharing agreements are used

to faitly allocate revenue received from external customers between segments.

The table below provides information on the segment concentration of assets and liabilities as at 31

December 2023:
Individual
Individuals  Legal entities entrepreneurs  Unallocated Total
Financial assets
Cash and cash equivalents - - - 18 520 469 18 520 469
Microcredits 2 697 186 12 900 028 33 580 287 - 49 177 501
Total financial assets 2 697 186 12 900 028 33 580 287 18 520 469 67 697 970
Financial liabilities
Other borrowed funds - 24 540 880 - - 24 540 880
Other financial liabilities - - - 7 651 892 7 651 892
Total financial liabllities - 24 540 880 - 7 651 892 32192772
Net financial assets/(liabilities) 2 697 186 (11 640 852) 33 580 287 10 868 577 35 505 198
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The table below provides information on segment concentration of assets and liabilities as of 31

December 2022:
Individual
Individuals __ Legal entities entrepreneurs _ Unallocated Total
Financial assets
Cash and cash equivalents - - - 2 240 028 2240028
Funds in other banks - - - 1048 304 1048 304
Microcredits 508 827 1862 443 3 526 281 - 5 897 551
Total financial assets 508 827 1862 443 3 526 281 3 288 332 9 185 883
Financial liabilities
Other financial liabilities - - - 4 031 928 4031 928
Total financial liabilities - - - 4 031 928 4031 928
Net financlal assets/(liabilities) 508 827 1 862 443 3 526 281 (743 596) 5153 955

Approved and signed on behalf of the management of the Organization:
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Guseynov M.A. 5| TASHKILOT]
General Ditector OASISCREDIT /=
04 April 2024

Ve motes on pages 8 to 37 are an integral part of these financial statensents.




