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Independent auditor’s report

To the Shareholders and Supervisory Board of JSC Liberty Bank
Report on the audit of the consolidated financial statements
Opinion

We have audited the consolidated financial statements of JSC Liberty Bank and its subsidiaries
(hereinafter, the “Group™), which comprise the consolidated statement of financial position as at 31
December 2023, and the consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2023 and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of the
Company the Group in accordance with the International Ethics Standards Board for Accountants’
(IESBA) International Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code) together with the ethical requirements that are relevant to
our audit of the consolidated financial statements in Georgia, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

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

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to this matter.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to address the matter below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.
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Key audit matter

How our audit addressed the key audit matter

Allowance for expected credit losses on loans to customers

Given the significance of the loans to customers
to the Group's financial position, and the
complexity and judgments related to the
estimation of expected credit losses under IFRS
9 Financial Instruments (“IFRS 9™), we consider
this area as a key audit matter.

The impairment for loan losses is calculated
using a combination of a collective provisioning
model and individual loan provisions based on
discounted cash flow analyses and regression-
based forward-looking estimates.

Both collective and individual provisioning
depend on a number of assumptions and
judgments such as:

» Accounting interpretations and modelling
assumptions used to build the models for

calculating the expected credit loss (ECL);
» Allocation of loans to stage 1, 2 or 3 using
criteria set in accordance with IFRS 9;

» Inputs and assumptions used to estimate
the impact of multiple economic scenarios;

» Estimation of probability of default (PD),
loss given default (LGD) and exposure at
default (EAD); and

» Measurement of individually assessed
provisions, including expected future cash
flows and the valuation of collateral.

As a consequence of the judgment involved in
establishing the allowance, the use of different
modelling  technigues, assumptions and
forecasts could produce significantly different
estimates of the allowance for expected credit
losses.

We obtained an understanding of the ECL
process and evaluated the methodology
developed by the Group.

Where changes had been made in model
parameters and assumptions, we understood
the reasons why changes had taken place and
involved internal credit risk experts for
evaluation of the changes.

We focused on analysis of the following areas
during our audit:

» Evaluating credit risk models and
assumptions used to estimate key
provisioning parameters, and determine
expected credit losses on a portfolio basis;

» Assessing management’s judgement in
relation to the identification of significant
increases in credit risk and event of default
on an individual and collective basis based
on quantitative and qualitative criteria;
evaluating consistency of application of the
criteria selected by the management as of
the reporting date; testing allocation of
loans to respective impairment stages
based on the criteria predefined in the
Group's ECL methodology;

» Forasample of individually assessed loans,
we evaluated the basis on which the
allowance was determined and the
evidence supporting the management

analysis, challenged whether the key
assumptions and inputs used were
appropriate in the borrower’

circumstances and recalculated the
impairment allowance. For a sample of
credit-impaired corporate exposures, we
challenged assumptions on estimated
future cash flows, including value of
collaterals and probabilities of expected
outcomes;
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Key audit matter How our audit addressed the key audit matter
Allowance for expected credit losses on loans to customers

Information on the impairment of loans to » Totestallowance calculated on a collective

customers is included in Note 4, Significant basis, we evaluated underlying statistical
accounting judgments and estimates, Note 8, models, key inputs and assumptions used
Loans to Customers and Note 26, Risk and assessed incorporation of forward-
Management, to the consolidated financial looking information in the calculation of
statements. expected credit loss.

We assessed the disclosures in the consolidated
financial statements on the impairment of loans
to customers.

Other information included in the Group’s 2023 Management Report

Other information consists of the information included in the Group's 2023 Management Report,
other than the consolidated financial statements and our auditor’s report thereon. Management is
responsible for the other information.

Our opinion on the consolidated financial statements does not cover the Management Report and
we do not express any form of assurance conclusion thereon in our report on the audit of the
consolidated financial statements.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude that there
is @ material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of management and the Audit Committee for the consolidated financial statements

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

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

The Audit Committee is responsible for overseeing the Group's financial reporting process.
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Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

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

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

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

> Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’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 consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’'s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

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

> Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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We also provide the Audit Committee regarding with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safequards applied.

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

Report in accordance with the requirements of Article 7, paragraph 10 of the Georgian Law on
Accounting, Reporting and Auditing

In our opinion, based on the work undertaken in the course of the audit:

> The information given in the Management Report for the financial year for which the
consolidated financial statements are prepared is consistent with the consolidated financial
statements; and

> The Management Report includes the information required by Article 7 of the Georgian Law on
Accounting, Reporting and Auditing and complies with respective requlatory normative acts.

The partner in charge of the audit resulting in this independent auditor’s report is Eric Hayrapetyan.

Ana Kusrashvili (SARAS-A-169041)
On behalf of EY LLC (SARAS-F-855308)
15 May 2024

Thilisi, Georgia
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JSC Liberty Bank and subsidiaries

2023 consolidated financial statements

Consolidated statement of financial position

As of 31 December 2023
(thousands of Georgian 1ari)

Assets

Cash and cash equivalents

Amounts due from credit institutions
Loans to customers

Investment securities

Property and equipment

Intangible assets

Right of use assets

Prepayments

Current income tax asset

Other assets

Total assets

Liabilities

Amounts due to credit institutions
Amounts due to customers
Current income tax payable
Deferred income tax liabilities
Lease liability

Other liabilities

Subordinated debt

Total liabilities

Equity

Share capital

Additional paid—in capital
Treasury shates

Convertible preferred shares
Retained earnings

Fair value reserve of investment securities measured at fair value

through other comprehensive income
Property revaluation reserve

Total equity

Total liabilities and equity

Notes 2023 2022
6 494,771 450,324
7 99,723 105,341
8 2,857,976 2,426,423
9 346,704 369,481
10 153,069 152,074
11 61,406 57,159
12 30,724 30,141
14 6,728 6,310

- 1,082

14 44,496 41,354
4,095,597 3,640,589

16 363,574 327,279
17 3,033,490 2,689,669
11,771 5,250

13 17,220 19,565
12 30,114 28,741
14 50,103 56,650
18 93,588 98,774
3,599,860 3,225,928

19

44,491 54,629

35,558 35,558
_ (10,138)

4565 4565

386,890 306,093

2,331 1,526

21,902 22,428

495,737 414,661

4,095,597 3,640,589

Given the authority under Article 9.8 of the Bank’s Charter, the present document is signed and authorized for release on

behalf of the Management Board of the Bank by following directors:

Beka Gogichaishvili

Vakhtang Babunashvili

15 May 2024

Chief Executive Officer

Chief Financial Officer

The accompanying notes on pages 5 to 62 are an integral part of these consolidated financial statements.



JSC Liberty Bank and subsidiaries

2023 consolidated financial statements

Consolidated statement of financial position

As of 31 December 2023

(thousands of Georgian 1.ari)

Assets

Cash and cash equivalents

Amounts due from credit institutions
Loans to customers

Investment securities

Property and equipment

Intangible assets

Right of use assets

Prepayments

Current income tax asset

Other assets

Total assets

Liabilities

Amounts due to credit nstitutions
Amounts due to customers
Current income tax payable
Deferred income tax liabilities
Lease liability

Other liabilities

Subordinated debt

Total liabilities

Equity

Share capital

Additional paid—in capital
Treasury shares

Convertible preferred shares
Retained earnings

Fair value reserve of investment securities measured at fair value

through other comprehensive income
Property revaluation reserve
Total equity

Total liabilities and equity

Notes 2023 2022

6 494,771 450,324
7 99,723 105,341
8 2,857,976 2,426,423
9 346,704 369,481
10 153,069 152,074
11 61,406 57,159
12 30,724 30,141
14 6,728 6,310
= 1,982

14 44,496 41,354
4,095,597 3,640,589

16 363,574 327,279
17 3,033,490 2,689,669
11,771 5,250

13 17,220 19,565
12 30,114 28,741
14 50,103 56,650
18 93,588 98,774
3,599,860 3,225,928

44,491 54,629

35,558 35,558
= (10,138)

4,565 4,565

386,890 306,093

2,331 1,526

21,902 22,428

495,737 414,661

4,095,597 3,640,589

Given the authority under Article 9.8 of the Bank’s Charter, the present document is signed and authorized for release on

behalf of the Management Board of the Bank by following directors:

Beka Gogichaishvili

Vakhtang Babunashvili /47
A

15 May 2024 /

Chief Executive Officer

Chief Financial Officer

The accompanying notes on pages 5 to 62 are an integral part of these consolidated financial statements.




JSC Liberty Bank and subsidiaries 2023 consolidated financial statements

Consolidated statement of comprehensive income
For the year ended 31 December 2023
(thousands of Georgian 1ari)

Notes 2023 2022
Interest income calculated using EIR method
Loans to customers 478,710 406,625
Investment securities 30,453 22,866
Amounts due from credit institutions 13,509 12,160
522,672 441,651
Interest expense
Amounts due to customers (206,762) (164,447)
Amounts due to credit institutions (18,869) (16,546)
Lease liabilities (1,352) (1,471)
Subordinated debt (8,0606) O,177)
(235,049) (191,641)

Net interest income 287,623 250,010
Credit loss expense 15 (37,985) (25,940)
Net interest income after loan impairment charge 249,638 224,070
Fee and commission income, net: 21 28,183 28,920
— fee and commission income 51,257 47,669
— fee and commission expense (23,074) (18,749)
Net gains/(losses) from foreign currencies:
— Dealing and detivative revaluation 22 12,985 8,921
— Translation differences 22 713 (2,623)
Gain from portfolio acquisition - 17,084
Other income 23 16,165 2,329
Non—interest income 58,046 54,631
Personnel expenses 24 (117,774) (100,403)
General and administrative expenses 24 (45,574) (45,121)
Depreciation and amortization 10, 11, 12 (34,954) (34,532)
Other operating expenses 25 (12,149) (11,970)
Other impairment and provisions charge 15 (1,197) 059
Non-interest expense (211,648) (192,985)
Profit before income tax expense 96,036 85,716
Income tax expense 13 (14,989) (22,431)
Profit for the year 81,047 63,285
Other comprehensive income
Other comprehensive income not to be reclassified subsequently to

profit or loss
Revaluation of buildings - 2,334
Deferred tax effect - (1,549)
Net other comprehensive income not to be reclassified

subsequently to profit or loss - 785
Other comprehensive income to be reclassified subsequently to

profit or loss
Movements in fair value reserve and ECL for investment securities

measured at fair value through other comprehensive income 805 1,526
Net other comprehensive income to be reclassified

subsequently to profit or loss 805 1,526
Total other comprehensive income for the year, net of tax 805 2,311
Total comprehensive income for the year, net of tax 81,852 65,596
Earnings per share: 19
Basic earnings per share (in € full amount) 0.018 0.014
Diluted eatnings pet share (in € full amount) 0.018 0.014

The accompanying notes on pages 5 to 62 are an integral part of these consolidated financial statements.



JSC Liberty Bank and subsidiaries

2023 consolidated financial statements

Consolidated statement of changes in equity

For the year ended 31 December 2023

(thousands of Georgian 1ari)

31 December 2021

Profit for the year

Other comprehensive
income

Total comprehensive
income for the year

Depreciation of
revaluation reserve
(Note 19)

Dividends paid on the
convertible preferred
shares (Note 19)

31 December 2022

Profit for the year

Other comprehensive
income

Total comprehensive
income for the year

Depreciation of
revaluation reserve
(Note 19)

Cancellation of the
treasury shares (Noze
19)

Dividends paid on the
convertible preferred

shares (Noze 19)
31 December 2023

Attributable to shareholders of the Bank

Fair value
reserve for
Investment
Addjtional Convertibl securities Property
Share paid—in  Treasury e preferred Retained at revaluation
capital capital shares shares  earnings FVOCI  reserve Total
54,629 35,558 (10,138) 4,565 243,086 - 22,141 349,841
- - - - 63,285 - - 63,285
- - - - - 1,526 785 2,311
- - - - 63,285 1,526 785 65,596
- - - - 498 - (498) -
- - - - (776) - - (776)
54,629 35,558 (10,138) 4,565 306,093 1,526 22,428 414,661
- - - - 81,047 - - 81,047
- — - — - 805 - 805
- - - - 81,047 805 - 81,852
- - - - 526 - (526) -
(10,138) - 10,138 - - - - -
- - - - (776) - - (776)
44,491 35,558 - 4,565 386,890 2,331 21,902 495,737

The accompanying notes on pages 5 to 62 are an integral part of these consolidated financial statements.



JSC Liberty Bank and subsidiaries 2023 consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2023
(thousands of Georgian 1ari)

Notes 2023 2022

Cash flows from operating activities
Interest received 500,460 383,911
Interest paid (207,124) (178,945)
Fees and commissions received 51,365 47,521
Fees and commissions paid (23,074) (18,748)
Net realized (losses)/gains from dealing in foreign currencies 24,943 31,895
Other income received 16,137 3,572
Personnel expenses paid (124,512) (105,180)
Lease interest paid (1,351) (1,471)
General, administrative and other operating expenses paid (57,723) (56,937)
Cash flows from operating activities before changes in

operating assets and liabilities 179,121 105,618
Net (increase)/ decrease in operating assets
Amounts due from credit institutions 5,777 (30,203)
Loans to customers (445,275) (283,771)
Prepayments and other assets (1,608) (28,555)
Net increase/ (decrease) in operating liabilities
Amounts due to credit institutions 35,540 (5,459)
Amounts due to customers 318,951 241,447
Other liabilities (23,072) 9,679
Net cash flows from operating activities before income tax 69,434 8,756
Income tax paid (11,000) -
Net cash flows from operating activities 58,434 8,756
Cash flows from investing activities
Purchase of investment securities (115,705) (209,408)
Proceeds from redemption of investment securities 137,992 83,346
Purchase of intangibles, property and equipment (22,578) (21,975)
Proceeds from sale of investment property - 1,144
Net cash flows used in investing activities (291) (146,893)
Cash flows from financing activities
Repayment of lease liabilities 12 (6,481) (7,087)
Redemption of subordinated debt 18 (4,6406) -
Dividends paid to holders of the convertible preferred shares 19 (776) (776)
Net cash used in financing activities (11,903) (7,863)
Effect of exchange rates changes on cash and cash equivalents (1,793) (45,2606)
Effect of expected credit losses on cash and cash equivalents - @7
Net increase/(decrease) in cash and cash equivalents 44,447 (191,293)
Cash and cash equivalents, beginning 6 450,324 641,617
Cash and cash equivalents, ending 6 494,771 450,324

The accompanying notes on pages 5 to 62 are an integral part of these consolidated financial statements.
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JSC Liberty Bank and subsidiaries Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Principal activities

JSC Liberty Bank (the “Bank”) is a joint stock company, formed in accordance with legislation of Georgia in 1993. The Bank
opetates under a general banking license No. 3500/10 issued by the National Bank of Geotgia (the “NBG”), the central bank
of Georgia, on 10 February 1993 (identification code: 203828304).

Georgian Financial Group B.V., a company established and organised under the laws of the Kingdom of Netherlands, is the
Parent entity of the Bank and owns 95.99% of its equity interest as at 31 December 2023. The ultimate beneficial owners of
the Bank are Mr. Irakli Rukhadze, Mr. Ben Marson and Mr. Igor Alexeev.

The Bank accepts deposits from the public and extends credit, transfers payments in Georgia and abroad, exchanges currencies
and provides other banking services to its retail and corporate customers. Its main office is in Tbilisi, Georgia and as at 31
December 2023 it had 456 branches, service centers, distribution outlets and mobile banking units operating in Georgia
(31 December 2022: 471). The Bank’s registered legal address is Liberty Tower, 74 I. Chavchavadze Avenue, 0162 Thilisi,
Georgia.

As at 31 December 2023 and 2022, direct shareholders of the Bank were as follows:

2023 2022
Ownership Voting Ownership Voting

Shareholder Interest, % rights, % interest, % rights, %
Georgian Financial Group 95.99% 95.99% 74.38% 91.99%
Liberty Bank (Treasury Shares) - - 18.43% -
JSC Heritage Securities (Nominee Holder) 0.56% 0.56% 1.18% -
Other shareholders (individually holding

less than 5%) 3.45% 3.45% 6.02% 8.0%
Total 100.00% 100.00% 100.00% 100.00%

The Bank is a publicly traded company and its ordinary shates are traded on the Georgian Stock Exchange.

These consolidated financial statements have not yet been approved by the shareholders of the Bank. The shareholders have
the power and authority to amend the consolidated financial statements after the issuance.

The consolidated financial statements as at 31 December 2023 and 31 December 2022 include the following subsidiary and
associate, which had limited operations in 2023 and 2022. The Bank and its subsidiaries collectively are referred to as a

“Group”.

The Group ownership

interest
Relationship Country of 31 December 31 December Date of
Name Type Incorporation 2023 2022 Incorporation Activities
Bus Stop
LLC Subsidiary Georgia 100.00% 100.00% 27 August 2009 Outdoor Advertising
JSC Smartex*  Associate Georgia 21.47% 21.47% 5 January 2009 Early—stage VC investments
Public Fund Subsidiary Georgia 100.00% 100.00% 5 February 2007 Non—commercial

* Accounted for in the Group’s financial statements under the equity method.

Basis of preparation
General

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

The consolidated financial statements have been prepared under the historical cost convention except for the portion of the
investment securities at FVOCI, derivative financial instruments, investment properties and buildings as disclosed in the
accounting policies below.

These consolidated financial statements are presented in thousands of Georgian Lari (“C”), except pet share amounts and
unless otherwise indicated.



JSC Liberty Bank and subsidiaries Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Summary of material accounting policies

Changes in accounting policies

The Group applied for the first—time certain standards and amendments, which are effective for annual periods beginning on
or after 1 January 2023. The Group has not early adopted any other standard, interpretation or amendment that has been

issued but is not yet effective.

The following amendments to standards were applied for the first time in the 2023 year:

> Disclosure of Accounting Policies — Amendments to IAS 1 and IFRS Practice Statement 2

> Definition of Accounting Estimates — Amendments to IAS 8

> Deferred Tax related to Assets and Liabilities arising from a Single Transaction — Amendments to IAS 12
> IFRS 17 Insurance Contracts

> Initial Application of IFRS 17 and IFRS 9 — Comparative Information — Amendment to IFRS 17

> International Tax Reform — Pillar Two Model Rules — Amendments to IAS 12 — Application of the exception and
disclosure of that fact

IFRS 17 Insurance Contracts

IFRS 17 Insurance Contracts (IFRS 17) is effective for reporting periods beginning on or after 1 January 2023. IFRS 17 applies
to all types of insurance contracts (i.e., life, non-life, direct insurance and re—insurance), regardless of the type of entities that
issue them, as well as to certain guarantees and financial instruments with discretionary participation features. Limited scope
exceptions apply. The Group has not identified contracts that result in the transfer of significant insurance risk, and therefore
it has concluded that IFRS 17 does not have a material impact on the consolidated financial statements for the year ended 31
December 2023.

As part of this determination, the Group assessed credit cards and similar products. IFRS 17 excludes from its scope credit
card contracts (and other similar contracts that provide credit or payment arrangements) that meet the definition of an
insurance contract if, and only if, the entity does not reflect an assessment of the insurance risk associated with an individual
customer in setting the price of the contract with that customer. The Group has determined that insurance risk associated
with an individual customer has not been assessed in setting the price of the contracts as these products are offered at the
same price to all applicants, and therefore they are exempt from IFRS 17. The Group evaluated whether its contracts contain
insurance risk, focusing on performance guarantees and credit cards and concluded that there are no material contracts in
scope of IFRS 17 considering practical expedients available.

Disclosure of Accounting Policies — Amendments to IAS 1 and IFRS Practice Statement 2 —the amendments have had an
impact on the Group’s disclosures of accounting policies, but not on the measurement, recognition or presentation of any
items in the Group’s consolidated financial statements.

Other amendments and interpretations apply for the first time in 2023, but do not have an impact on the consolidated financial
statements of the Group.

Basis of consolidation
Subsidiaries, the entities which are controlled by the Group, are consolidated. Control is achieved when the Group is exposed,

or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through its
power over the investee. Specifically, the Group controls an investee if, and only if, the Group has:

> Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the investee);
> Exposure, or rights, to variable returns from its involvement with the investee;
> The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when
the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:

> The contractual arrangement(s) with the other vote holders of the investee;
> Rights arising from other contractual arrangements;
> The Group’s voting rights and potential voting rights.
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(thousands of Georgian Lari)

Summary of material accounting policies (continued)
Basis of consolidation (continued)

Subsidiaries are consolidated from the date on which control is transferred to the Group and are no longer consolidated from
the date that control ceases. All intra—group transactions, balances and unrealised gains on transactions between group
companies are eliminated in full; unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Where necessary, accounting policies for subsidiaries have been changed to ensure
consistency with the policies adopted by the Group.

A change in the ownership interest of a subsidiary, without a change of control, is accounted for as an equity transaction.
Losses are attributed to the non—controlling interests even if that results in a deficit balance.

If the Group loses control over a subsidiary, it derecognises the assets (including goodwill) and liabilities of the subsidiary, the
carrying amount of any non—controlling interests, the cumulative translation differences, recorded in equity; recognises the
fair value of the consideration received, the fair value of any investment retained and any surplus or deficit in profit or loss
and reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or loss.

Investments in associates

Associates are entities in which the Group generally has between 20% and 50% of the voting rights, or is otherwise able to
exercise significant influence, but which it does not control or jointly control. Investments in associates are accounted for
under the equity method and are initially recognised at cost, including goodwill. Subsequent changes in the carrying value
reflect the post—acquisition changes in the Group’s share of net assets of the associate. The Group’s share of its associates’
profits or losses is recognised in profit or loss, and its share of movements in reserves is recognised in other comprehensive
income. However, when the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group
does not recognise further losses, unless the Group is obliged to make further payments to, or on behalf of, the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in
the associates; unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred.

Fair value measurement

The Group measures financial instruments carried at FVOCI and non—financial assets such as investment property, at fair
value at each balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

> In the principal market for the asset or liability; or

> In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest. A fair value measurement of a non—financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair
value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a
whole:

> Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities.

> Level 2 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable.

> Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.
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(thousands of Georgian Lari)

Summary of material accounting policies (continued)
Fair value measurement (continued)

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines whether
transfers have occurred between Levels in the hierarchy by re—assessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.

Financial assets and liabilities
Initial recognition
Date of recognition

All regular way purchases and sales of financial assets and liabilities are recognised on the trade date i.e. the date that the Group
commits to purchase the asset or liabilities. Regular way purchases or sales are purchases or sales of financial assets and liabilities
that require delivery of assets and liabilities within the period generally established by regulation or convention in the marketplace.

Performance gnarantees

Performance guarantees are contracts that provide compensation if another party fails to perform a contractual obligation.
Performance guarantees are in scope of IFRS 9 and effectively are a form of a contingent loan commitment. Provision for
Performance guarantees are measured under IFRS 9.

Cash and cash equivalents

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

Amounts due from credit institutions

In the normal course of business, the Group maintains advances or deposits for various periods of time with other banks.
Amounts due from credit institutions are initially recognised at fair value and are subsequently measured at amortised cost
using the effective interest method. Amounts due from credit institutions are carried net of any allowance for impairment
losses.

Derivative financial instruments

In the normal course of business, the Group enters into various derivative financial instruments including forwards and swaps
in the foreign exchange and capital markets. Such financial instruments are recorded at fair value.
The fair values are estimated based on quoted market prices or pricing models that take into account the current market and
contractual prices of the underlying instruments and other factors. Derivatives are carried as assets when their fair value is
positive and as liabilities when it is negative. Gains and losses resulting from these instruments are included in the consolidated
statement of profit or loss as net gains/(losses) from financial instruments at fair value through profit or loss or net
gains/ (losses) from foreign curtencies dealing, depending on the nature of the instrument.

Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity instruments. Such instruments include amounts due to credit institutions, amounts due to customers and
subordinated debt. After initial recognition, borrowings are subsequently measured at amortised cost using the effective
interest method. Gains and losses are recognised in the consolidated statement of profit or loss when the borrowings are
derecognised as well as through the amortisation process.

If the Group purchases its own debt, it is removed from the statement of financial position and the difference between the
carrying amount of the liability and the consideration paid is recognised in the consolidated statement of profit or loss.
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(thousands of Georgian Lari)

Summary of material accounting policies (continued)
Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial position
when there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or
to realise the asset and settle the liability simultaneously. This is not generally the case with master netting agreements, and the
related assets and liabilities are presented gross in the consolidated statement of financial position.

Renegotiated loans

Where possible, the Group seeks to restructure loans rather than to take possession of collateral. This may involve extending
the payment arrangements and the agreement of new loan conditions.

The Group derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been renegotiated
to the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition gain or loss, to the
extent that an impairment loss has not already been recorded. The newly recognised loans are classified as Stage 1 for ECL
measurement purposes, unless the new loan is deemed to be POCI. When assessing whether or not to derecognise a loan to
a customer, amongst others, the Group considers the following factors:

> Change in currency of the loan;
> Change in counterparty;
> If the modification is such that the instrument would no longer meet the SPPI criterion.

If the modification does not result in cash flows that are substantially different, the modification does not result in
derecognition. Based on the change in cash flows discounted at the original EIR, the Group records a modification gain or
loss, presented within interest revenue calculated using EIR in the consolidated statement of profit or loss, to the extent that
an impairment loss has not already been recorded.

According to the Group’s policy, only a limited number of products are subject to restructuring. All restructured loans are
classified as Stage 2 loans and Lifetime Probability of Default (PD) rates are applied for the purpose of ECL calculation. It is
the Group’s policy to consider a financial instrument as ‘cured’ and therefore re—classified out of Stage 2 when at least six
consecutive payments ate present.

Leases
I Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short—term leases and leases of
low—value assets. The Group recognises lease liabilities to make lease payments and right—of—use assets representing the right
to use the underlying assets.

Lease liabilities

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the in—substance
fixed lease payments or a change in the assessment to purchase the underlying asset.

Short—term leases and leases of low—value assets

The Group applies the short—term lease recognition exemption to its short—term leases (i.e., those leases that have a lease term
of 12 months or less from the commencement date and do not contain a purchase option). It also applies the lease of low—
value assets recognition exemption to leases of office equipment that are considered of low value. Lease payments on short—
term leases and leases of low—value assets are recognised as expense on a straight—line basis over the lease term.

Significant judgement in determining the lease term of contracts with renewal options

The Group determines the lease term as the non—cancellable term of the lease, together with any periods covered by an option
to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease, if it is
reasonably certain not to be exercised.
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Summary of material accounting policies (continued)
Leases (continued)

The Group has the option, under some of its leases to lease the assets for additional terms of three to five years. The Group
applies judgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it considers all relevant
factors that create an economic incentive for it to exercise the renewal. After the commencement date, the Group reassesses
the lease term if there is a significant event or change in circumstances that is within its control and affects its ability to exercise
(or not to exercise) the option to renew (e.g., a change in business strategy).

1. Operating — Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset are
classified as operating leases. Rental income arising is accounted for on a straight—line basis over the lease terms and is included
in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Taxation

The current income tax expense is calculated in accordance with the regulations of Georgia. It represents the sum of the
cutrent and deferred tax expenses.

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

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

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

Georgia also has various operating taxes, which are assessed on the Group’s activities. These taxes are included as a component
of other operating expenses.

Property and equipment

Property and equipment, except for buildings, is carried at cost, excluding the costs of day—to—day servicing, less accumulated
depreciation and any accumulated impairment. Such cost includes the cost of replacing part of equipment when that cost is
incurred if the recognition criteria are met.

The carrying amounts of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying amount may not be recoverable.

Following initial recognition at cost, buildings are carried at a revalued amount, which is the fair value at the date of the revaluation
less any subsequent accumulated depreciation and subsequent accumulated impairment losses. Valuations are performed
frequently enough to ensure that the fair value of a revalued asset does not differ materially from its carrying amount.

Accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the asset and the net
amount is restated to the revalued amount of the asset. Any revaluation surplus is credited to the revaluation reserve for
property and equipment included in other comprehensive income, except to the extent that it reverses a revaluation decrease
of the same asset previously recognised in profit or loss, in which case the increase is recognised in profit or loss. A revaluation
deficit is recognised in profit or loss, except that a deficit directly offsetting a previous surplus on the same asset is directly
offset against the surplus in the revaluation reserve for property and equipment.
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Summary of material accounting policies (continued)

Property and equipment (continued)

An annual transfer from the revaluation reserve for property and equipment to retained earnings is made for the difference
between depreciation based on the revalued carrying amount of the assets and depreciation based on the assets original cost.

Upon disposal, any revaluation reserve relating to the particular asset being sold is transferred to retained earnings.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight—line basis at the following
annual prescribed rates:

Land and buildings 2%—5%
Furniture and fixtures 10%—-20%
Computer and office equipment 10%—-25%
Motor vehicles 20%—25%
Leasehold improvements 10%—-25%

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year—end.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they qualify
for capitalisation.

Land is not amortised and carried at fair value. Leasehold improvements are amortised over the life of the related leased assets.
Assets under construction comprise costs directly related to construction of property and equipment including an appropriate
allocation of directly attributable variable and fixed overheads that are incurred in construction. Depreciation of these assets,

on the same basis as similar property assets, commences when the assets are put into operation.

Compensation from third parties for items of property and equipment that were impaired, lost or given up is included in other
income when the compensation becomes receivable.

Intangible assets

Intangible assets include computer software and licenses.

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and any accumulated impairment losses. The useful lives of intangible
assets are assessed to be finite. Intangible assets with finite lives are amortised over the useful economic lives of 1 to 10 years

and assessed for impairment whenever there is an indication that the intangible asset may be impaired.

Internally generated intangibles, excluding capitalised development costs, are not capitalised and the related expenditure is
reflected in profit or loss in the period in which the expenditure is incurred.

Research and development costs

Research costs are expensed as incurred. Development expenditures on an individual project are recognised as an intangible
asset when the Group can demonstrate:

> The technical feasibility of completing the intangible asset so that the asset will be available for use or sale;
> Its intention to complete and its ability and intention to use or sell the asset;

> How the asset will generate future economic benefits;

> The availability of resources to complete the asset;

> The ability to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the asset is carried at cost less any accumulated
amortisation and accumulated impairment losses. Amortisation of the asset begins when development is complete, and the
asset is available for use. It is amortised over the period of expected future benefit. Amortisation is recorded in general and
administrative expenses.
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Summary of material accounting policies (continued)
Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Share capital
Share capital and additional paid in capital

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

Treasury shares

Where the Bank purchases the Bank’s shares, the consideration paid, including any attributable transaction costs, net of income
taxes, is deducted from total equity as treasury shares until they are cancelled or reissued. Where such shares are subsequently
sold or reissued, any consideration received is included in equity. Treasury shares are stated at the weighted average cost.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared after
the reporting date but before the financial statements are authorised for issue.

Contingencies

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

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can
be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest and similar revenue and expense

The Group calculates interest revenue on debt financial assets measured at amortized cost or at FVOCI by applying the EIR
to the gross carrying amount of financial assets other than credit—impaired assets. EIR is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or financial liability. The calculation takes into account all
contractual terms of the financial instrument (for example, prepayment options) and includes any fees or incremental costs
that are directly attributable to the instrument and are an integral part of the effective interest rate, but not future credit losses.
The carrying amount of the financial asset or financial liability is adjusted if the Group revises its estimates of payments or
receipts. The adjusted carrying amount is calculated based on the original effective interest rate and the change in carrying
amount is recorded as interest revenue or expense.

When a financial asset becomes credit—impaired, the Group calculates interest revenue by applying the effective interest rate
to the net amortised cost of the financial asset. If the financial assets cures and is no longer credit—impaired, the Group reverts

to calculating interest revenue on a gross basis.

Interest revenue on all financial assets at FVPL is recognised using the contractual interest rate in “Other interest revenue” in
the consolidated statement of profit or loss.
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Summary of material accounting policies (continued)
Recognition of income and expenses (continued)
Fee and commission income

The Group earns fee and commission income from a diverse range of services it provides to its customers. Fee income can
be divided into the following categories:

Fee income earned from services that are provided over a certain period of time

Fees earned for the provision of services over a period of time are accrued over that period as respective performance
obligations are satisfied. Loan commitment fees for loans that are likely to be drawn down and other credit related fees are
deferred (together with any incremental costs) and recognised as an adjustment to the effective interest rate on the loan.

Fee income earned at a point in time

Fees arising from settlement, remittances, bill payments and cash operations are recognized upon completion of underlying
transactions. Each operation is treated as a separate performance obligation.

Fee income from providing transaction services

Fees arising from negotiating or participating in the negotiation of a transaction for a third party — such as the where the
Group’s performance obligation is the arrangement of the acquisition of shares or other securities or the purchase or sale of
businesses — are recognised on completion of the underlying transaction. Fees or components of fees that are linked to certain
performance obligations are recognised after fulfilling the corresponding criteria. When the contract provides for a variable
consideration, fee and commission income is only recognized to the extent that it is probable that a significant reversal in the
amount of cumulative revenue recognized will not occur until the uncertainty associated with the variable consideration is
subsequently resolved.

Foreign currency translation

The consolidated financial statements are presented in Georgian Lari, which is the Bank’s and subsidiaries’ functional and
presentation currency. Transactions in foreign currencies are initially recorded in the functional currency, converted at the rate
of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the reporting date. Gains and losses resulting from the
translation of foreign currency operations are recognised in the consolidated statement of profit or loss as gains less losses
from foreign currencies — translation differences. Non—monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non—monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the NBG exchange rate on the
date of the transaction are included in gains less losses from dealing in foreign currencies.

The exchange rates used by the Group in the preparation of the consolidated financial statements as of 31 December 2023
and 31 December 2022 are as follows:

2023 2022
¢ /1 US Dollar 2.6894 2.7020
¢ /1 Euro 2.9753 2.8844
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Significant accounting judgments and estimates

The preparation of the Group’s consolidated financial statements requires management to make estimates and judgments that
affect the reported amounts of assets and liabilities at the balance sheet date and the reported amount of income and expenses
during the year ended. Management evaluates its estimates and judgments on an ongoing basis. Management bases its estimates
and judgments on historical experience and on various other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates under different assumptions or conditions. The following
estimates and judgments are considered important to the Group’s financial condition.

Impairment losses on financial assets

The measurement of impairment losses under IFRS 9 across all categories of financial assets requires judgement, in particular,
the estimation of the amount and timing of future cash flows and collateral values when determining impairment losses and
the assessment of a significant increase in credit risk. These estimates are driven by a number of factors, changes in which can
result in different levels of allowances. The Group’s Expected Credit Loss (ECL) calculations are outputs of complex models
with a number of underlying assumptions regarding the choice of variable inputs and their interdependencies. Elements of
the ECL models that are considered accounting judgements and estimates include:

> The Group’s internal credit grading model, which assigns PDs to the individual grades;

> The Group’s criteria for assessing if there has been a significant increase in credit risk and so allowances for financial
assets should be measured on a Life—time Expected Credit Loss (LTECL) basis and the qualitative assessment;

> The segmentation of financial assets when their ECL is assessed on a collective basis;
> Development of ECL models, including the various formulae and the choice of inputs;
> Determination of associations between macroeconomic scenarios and, economic inputs, such as unemployment levels

and collateral values, and the effect on PDs, EADs and LGDs;

> Selection of forward—looking macroeconomic scenarios and their probability weightings, to derive the economic inputs
into the ECL models.

The Group regularly reviews its loan book portfolio to assess borrower’s ability to pay, conducts tests for impairment and
uses its experienced judgment to estimate the amount of any impairment loss in cases where a borrower is in financial
difficulties and there are few available sources of historical data relating to similar borrowers. Similarly, the Group estimates
changes in future cash flows based on the observable data indicating that there has been an adverse change in the payment
status of borrowers. Management uses probability estimates based on historical borrower experience including default
familiarities and loss given defaults. The Group uses its experienced judgment to adjust observable data for a group of
homogenous loans to reflect current circumstances and forward—looking macroeconomic vatiables (details of ECL recognised
on loans to customers as at 31 December 2023 are disclosed in Note 8).

In 2023, several significant modifications were made to the Group's provisioning methodology. Some of the most notable
changes included:

> Increasing the threshold for individually significant exposutes from € 300,000 to € 500,000. This followed by the
division of homogeneous groups of business exposures under € 500,000 into Micto (up to € 50K) and small loans
(up to € 500K). The adjustment initially led to a considerable reduction in provision rates for small loans, justified by
their lower credit risk compared to Micro loans. Unlike Micro lending, all small loans require collateralization,
although the mere existence of collateral does not directly impact provision rates.

> Allocating Wholesale Gold Pawn loans to the homogeneous group of individually significant exposures (ISRE), with
corresponding individual determination of their risk parameters (company rating, PD, LGD).

> Introducing the Credit Conversion Factor (CCF) concept for collectively assessed off—balance sheet exposures.

> Separating special segment of high—risk exposutes, defined as "Adversely Non—Payroll", within the homogeneous

group of Payroll loans and applying separate provisioning for them.

These methodological changes impacted provision rates differently; however, as changes were implemented, it is impracticable
to calculate exact effects..
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Significant accounting judgments and estimates (continued)
Measurement of fair value of investment properties and buildings

Investment properties and buildings are stated at fair value. The fair value represents the amount at which the assets could be
exchanged between a knowledgeable, willing buyer and a knowledgeable, willing seller in an arm’s length transaction at the
date of valuation, in accordance with International Valuation Standards Committee standards.

Buildings of the Group are subject to revaluation on a regular basis. The date of latest revaluation was 31 December 2022
(Note 10). The management determined, exercising significant judgment, that no material change in market values of buildings
occurred over 2023 and that as at 31 December 2023, carrying values of the buildings approximate their fair value.

As at 31 December 2023, fair value of investment properties were determined by independent professionally qualified
appraisers. Fair value was determined by applying income approach based on discounted cash flow method, supported by the
terms of any existing lease and other contracts and, when available, by external evidence such as current market rents for
similar properties in a comparable location and condition, and using discount rates that reflect current market assessments of

the uncertainty in the amount and timing of the cash flows.

The estimates described above are subject to change as new transaction data and market evidence become available.

Segment information

As at 31 December 2023, management evaluates the whole Group as a single operating segment, banking business. Segment
performance is measured based on profit or loss as recognized in the consolidated financial statements.

The Group operates in one geographical market — Georgia. Since the Group’s assets are located in a single geographical area,

the Group’s external income, total assets and capital expenditure are allocated to a single location. The Group has not received
income from any external customer which amounted more than 10% of the Group’s revenue.

Cash and cash equivalents

Cash and cash equivalents comprise:

2023 2022
Cash on hand 311,934 267,685
Current accounts with other credit institutions 39,031 122,357
Current accounts with the NBG 14,821 60,309
Time deposits with credit institutions up to 90 days 128,986 -
494,772 450,351
Less — allowance for impairment @ 27
494,771 450,324

Cash and cash equivalents

As of 31 December 2023, € 2768 (31 December 2022: € 28,538) was placed on curtent accounts with intetnationally
recognised OECD banks that are the counterparties of the Group in performing international settlements.

Credit rating of current accounts with other credit institutions is as follows:

2023 2022
A 32 14,261
A— 2,379 14,250
BBB+ _ _
BBB- _ _
BB- - 75,708
BB 32,151 -
B+ 1,473 10
B 2,993 2,819
B- 3 17
Not rated - 15,292
Total 39,031 122,357
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(thousands of Georgian Lari)

Cash and cash equivalents (continued)

Credit rating of time deposits with credit institutions up to 90 days is as follows:

2023 2022
BB- 128,986 -
Total 128,986 -

The tables contain ratings of Fitch Ratings international agency. All balances of cash equivalents are allocated to Stage 1.

Amounts due from credit institutions

Amounts due from credit institutions comprise:

2023 2022
Obligatory reserve with the NBG 75,027 73,138
Guarantee deposits placed 23,982 31,478
Time deposits for more than 90 days 908 905
99,917 105,521
Less — allowance for impairment (194) (180)
Amounts due from credit institutions 99,723 105,341

Credit institutions are required to maintain an interest—earning cash deposit (obligatory reserve) with the NBG, the amount
of which depends on the level of funds attracted by the credit institution. The Group’s ability to withdraw these deposits is
restricted by the NBG regulations. The Group is required to maintain a mandatory interest earning deposit with the NBG at
the level of 5% to 20% (2022: 5% to 25%) of the average of funds attracted from customers and non—resident credit
institutions for the appropriate two—week petiod in € and foreign currencies.

As at 31 December 2023, € 23,982 (31 December 2022: € 31,478) was a guarantee deposit placed for variation and safety
margins defined in the Credit Support Annex (the “CSA”) to the Schedule to the ISDA Master Agreement for funding swaps.
Variation margin is modified from time to time based on the mark—to—market revaluation of the forward contracts. More
details are provided in Noze 74. The Group’s assets and liabilities under the swap agreements can be offset against the collateral
in certain circumstances as per the terms of the offsetting provisions in the relevant framework agreement. As at 31 December
2023 and 2022, derivative liabilities and respective collateral paid did not qualify to offset in accordance with IAS 32 Financial
Instruments: Presentation.

An analysis of changes in the gross carrying value and corresponding ECL in relation to amount due from credit institutions
during the year ended 31 December 2023 and 31 December 2022 is as follows:

Gross cartying
value ECL
As at 1 January 2023 105,521 (180)
New assets originated 32,594 (19)
Assets repaid (38,681) 66
Foreign exchange and other movements 483 ©n
At 31 December 2023 99,917 a9
Gross cartying
value ECL
As at 1 January 2022 87,820 (164)
New assets originated 77,774 (129)
Assets repaid (47,858) 89
Foreign exchange and other movements (12,215) 24
At 31 December 2022 105,521 (180)

All balances of amounts due from credit institutions are allocated to Stage 1.
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(thousands of Georgian Lari)

Loans to customers

Loans to customers comprise:

2023 2022
Commercial loans 1,119,050 973,523
Consumer loans 945,345 813,240
Micro loans 541,627 424,690
Residential mortgage loans 220,863 155,029
Gold pawn loans 165,324 175,095
Gross loans to customers at amortised cost 2,992,709 2,541,577
Less — allowance for impairment (134,733) (115,154)
Loans to customers at amortised cost 2,857,976 2,426,423

As of 31 December 2023, € 74,055 (€ 72,623 as of 31 December 2022) worth of customer loans were pledged as a
collateral for the loan from the National Bank of Georgia.(noze 16).

Allowance for impairment of loans to customers at amortised cost

The Group has changed the segmentation of loans in 2023, thus the explanatory notes for 2022 were represented to be
consistent with 2023 presentation.

An analysis of changes in the gross carrying value and corresponding ECL in relation to commercial loans during the year
ended 31 December 2023 and 31 December 2022 is as follows:

Commercial loans Stage 1 Stage 2 Stage 3 POCT Total
Gross carrying value as at 1 January 2023 904,063 56,151 7,053 6,257 973,524
New assets originated or purchased 883,805 - - - 883,805
Assets repaid (853,034) (22,399) (5,315) (2,247) (882,995)
Transfers to Stage 1 16,994 (16,316) (678) - -
Transfers to Stage 2 (45,650) 46,264 (608) - -
Transfers to Stage 3 (2,264) (8,482) 10,746 - -
Unwinding of discount - - 1,610 - 1,610
Recoveries - - - - -
Amounts written off - - (560) (312) (878)
Foreign exchange and other movements 131,599 3,900 8,356 129 143,984
At 31 December 2023 1,035,507 59,118 20,598 3,827 1,119,050
Commercial loans Stage 1 Stage 2 Stage 3 POCT Total
Gross carrying value as at 1 January 2022 522,404 117,830 12,192 - 652,426
New assets originated or purchased 601,734 - - - 601,734
New assets purchased from VIB 281,855 — — 10,403 292,258
Assets repaid (727,585) (71,657) (4,749) (3,078) (807,069)
Transfers to Stage 1 23,024 (22,680) (344) - -
Transfers to Stage 2 (38,850) 38,938 (82) - -
Transfers to Stage 3 (1,345) (28,065) 29,410 - -
Unwinding of discount - - 2,018 - 2,018
Recoveries - - 3 - 3
Amounts written off - - (229) — (229)
Foreign exchange and other movements 242,832 21,785 (31,167) (1,068) 232,382
At 31 December 2022 904,063 56,151 7,052 6,257 973,523
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(thousands of Georgian Lari)

Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

Commercial loans Stage 1 Stage 2 Stage 3 POCI Total
ECL as at 1 January 2023 6,949 5,496 3,812 344 16,601
New assets originated or purchased 2,269 - - - 2,269
Assets repaid (2,205) (662) (578) (28) (3,473)
Transfers to Stage 1 801 (637) (164) - -
Transfers to Stage 2 (77) 139 (62) - -
Transfers to Stage 3 4 (589) 593 - -
Unwinding of discount - - 1,610 - 1,610
Impact on period end ECL of exposures

transferred between stages during the

period (738) 999 710 1,312 2,283
Recoveries - - - - -
Amounts written off - - (566) (312) (878)
Foreign exchange and other movements (809) 759 2,875 101 2,926
At 31 December 2023 6,186 5,505 8,230 1,417 21,338
Commercial loans Stage 1 Stage 2 Stage 3 POCI Total
ECL as at 1 January 2022 8,351 9,685 4,253 - 22,289
New assets originated or purchased 13,321 - - - 13,321
New assets purchased from VIB 197 - - - 197
Assets repaid (7,512) (6,049) (1,848) - (15,409)
Transfers to Stage 1 2,083 (1,845) (238) - -
Transfers to Stage 2 (1,433) 1,481 (48) - -
Transfers to Stage 3 (290) (1,845) 2,135 - -
Unwinding of discount - - 2,018 - 2,018
Impact on period end ECL of exposures

transferred between stages during the

period (1,980) 3,110 1,422 - 2,552

Recoveries 3 - 3
Amounts written off (229) - (229)
Foreign exchange and other movements (5,788) 959 (3,656) 345 (8,140)
At 31 December 2022 6,949 5,496 3,812 345 16,602

An analysis of changes in the gross carrying value and corresponding ECL in relation to loans to consumer loans during the
year ended 31 December 2023 and 31 December 2022 is as follows:

Consumer loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2023 730,758 22,407 60,074 813,239
New assets originated or purchased 1,515,799 - - 1,515,799
Assets repaid (1,526,4806) (23,230) (22,173) (1,571,895)
Transfers to Stage 1 6,752 (4,400) (2,352) -
Transfers to Stage 2 (20,312) 22,590 (2,278) -
Transfers to Stage 3 (12,735) (1,208) 13,943 -
Unwinding of discount - - 1,359 1,359
Recoveties - - 3,069 3,069
Amounts written off - - (22,423) (22,423)
Foreign exchange and other movements 168,922 4,206 33,069 206,197
At 31 December 2023 862,698 20,359 62,288 945,345
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Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

Consumer loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2022 770,342 15,627 91,125 877,094
New assets originated or purchased 1,393,353 - - 1,393,353
Assets repaid (1,185,049) (17,094) (51,271) (1,253,414)
Transfers to Stage 1 13,175 (9,838) (3,337) -
Transfers to Stage 2 (56,650) 58,221 (1,571) -
Transfers to Stage 3 (51,533) (10,398) 61,931 -
Unwinding of discount - - 1,685 1,685
Recoveties - - 2,939 2,939
Amounts written off - - (63,060) (63,060)
Foreign exchange and other movements (152,880) (14111) 21,634 (145,357)
At 31 December 2022 730,758 22,407 60,075 813,240
Consumer loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2023 18,886 8,188 42,081 69,155
New assets originated or purchased 15,349 - - 15,349
Assets repaid (15,897) (2,480) (3,940) (22,329)
Transfers to Stage 1 2,929 (1,1506) (1,773) -
Transfers to Stage 2 (342) 1,034 (692) -
Transfers to Stage 3 (480) (1,129) 1,609 -
Unwinding of discount - - 1,359 1,359
Impact on period end ECL of exposure transferred

between stages during the period (2,796) 5,119 10,077 12,400
Recoveties - - 3,069 3,069
Amounts written off - - (22,423) (22,423)
Foreign exchange and other movements 1,493 (2,612) 21,196 20,077
At 31 December 2023 19,142 6,958 50,557 76,657
Consumer loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2022 18,056 5,709 78,707 102,472
New assets originated or purchased 25,278 - - 25,278
Assets repaid (28,588) (5,382) (37,506) (71,476)
Transfers to Stage 1 6,601 (3,900) (2,701) -
Transfers to Stage 2 (1,181) 2,218 (1,037) -
Transfers to Stage 3 (1,517) (3,899) 5,416 -
Unwinding of discount - - 1,685 1,685
Impact on period end ECL of exposure transferred

between stages during the period (6,321) 10,408 40,292 44,379
Recoveties - - 2,939 2,939
Amounts written off - - (63,060) (63,060)
Foreign exchange and other movements 6,558 3,032 17,348 26,938
At 31 December 2022 18,886 8,186 42,083 69,155
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Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

An analysis of changes in the gross carrying value and corresponding ECL in relation to Micro loans during the year ended

31 December 2023 and 31 December 2022 is as follows:

Micro loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2023 388,777 14,720 21,193 424,690
New assets originated or purchased 469,641 - - 469,641
Assets repaid (419,460) (12,160) (5,147) (436,767)
Transfers to Stage 1 3,953 (3,953) - -
Transfers to Stage 2 (26,484) 26,811 (327) -
Transfers to Stage 3 (2,064) (10,836) 12,900 -
Unwinding of discount - - 779 779
Recoveries - - 340 340
Amounts written off - - (2,362) (2,362)
Foreign exchange and other movements 78,421 2,879 4,006 85,306
At 31 December 2023 492,784 17,461 31,382 541,627
Micro loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2022 258,161 11,404 17,324 286,889
New assets originated or purchased 373,200 - - 373,200
Assets repaid (291,209) (5,709) (4,225) (301,143)
Transfers to Stage 1 3,090 (2,981) (109) -
Transfers to Stage 2 (22,769) 22,874 (105) -
Transfers to Stage 3 (1,143) (2,981) 4,124 -
Unwinding of discount - - 881 881
Recoveries - - 638 638
Amounts written off - - (7,035) (7,035)
Foreign exchange and other movements 69,447 (7,887) 9,700 71,260
At 31 December 2022 388,777 14,720 21,193 424,690
Micro loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2023 8,111 5,316 13,070 26,497
New assets originated or purchased 3,035 - - 3,035
Assets repaid (2,273) (1,078) (1,097) (4,448)
Transfers to Stage 1 294 (294) - -
Transfers to Stage 2 (2,194) 2,261 (67) -
Transfers to Stage 3 (1,248) (4,287) 5,535 -
Unwinding of discount - - 779 779
Impact on period end ECL of exposures

transferred between stages during the period (290) 4,316 1,119 5,145
Recoveries - - 340 340
Amounts written off - - (2,362) (2,362)
Foreign exchange and other movements 1,307 (158) 3,783 4,932
At 31 December 2023 6,742 6,076 21,100 33,918
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Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

Micro loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2022 8,123 3,464 11,586 23,173
New assets originated or purchased 7,623 - - 7,623
Assets repaid (5,689) (2,064) (3,017) (10,770)
Transfers to Stage 1 1,152 (1,091) (61) -
Transfers to Stage 2 (4406) 504 (58) -
Transfers to Stage 3 (26) (1,091) 1,117 -
Unwinding of discount - - 881 881
Impact on period end ECL of exposures

transferred between stages during the period (1,108) 7,906 1,807 8,605
Recoveries - - 638 638
Amounts written off - - (7,035) (7,035)
Foreign exchange and other movements (1,518) (2,312) 7,212 3,382
At 31 December 2022 8,111 5,316 13,070 26,497

An analysis of changes in the gross carrying value and corresponding ECL in relation to residential mortgage loans during the

year ended 31 December 2023 and 31 December 2022 is as follows:

Residential mortgage loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2023 150,189 3,718 1,122 155,029
New assets originated or purchased 114,844 - - 114,844
Assets repaid (67,503) (1,316) (822) (69,641)
Transfers to Stage 1 770 (770) - -
Transfers to Stage 2 (2,737) 2,765 (28) -
Transfers to Stage 3 97) (1,841) 1,938 -
Unwinding of discount - - 318 318
Recoveries — — _ -
Amounts written off - _ — -
Foreign exchange and other movements 19,089 937 287 20,313
At 31 December 2023 214,555 3,493 2,815 220,863
Residential mortgage loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2022 123,412 4,653 1,378 129,443
New assets originated or purchased 70,012 - - 70,012
Assets repaid (46,518) (1,480) (1,120) (49,118)
Transfers to Stage 1 1,617 (1,617) - -
Transfers to Stage 2 (3,990) 4,226 (236) -
Transfers to Stage 3 — (1,617) 1,617 -
Unwinding of discount - - 321 321
Recoveties - - 60 60
Amounts written off - - (215) (215)
Foreign exchange and other movements 5,656 (447) (683) 4,526
At 31 December 2022 150,189 3,718 1,122 155,029
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Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

Residential mortgage loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2023 41 742 758 1,911
New assets originated or purchased 86 - - 86
Assets repaid (66) (101) (153) (320)
Transfers to Stage 1 117 (117) - -
Transfers to Stage 2 3 20 (17) -
Transfers to Stage 3 2 (75) 77 -
Unwinding of discount - - 318 318
Impact on period end ECL of exposutes

transferred between stages during the period (116) 236 98 218
Recoveries - - - -
Amounts written off - - - -
Foreign exchange and other movements §2)) 259) 107 (193)
At 31 December 2023 386 446 1,188 2,020
Residential mortgage loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2022 803 1,169 940 2,912
New assets originated or purchased 248 - - 248
Assets repaid (188) (444) (544) 1,176)
Transfers to Stage 1 405 (405)
Transfers to Stage 2 (20) 140 (120) -
Transfers to Stage 3 - (405) 405 -
Unwinding of discount - - 321 321
Impact on period end ECL of exposures

transferred between stages during the period (399) 1,016 280 897
Recoveries 60 60
Amounts written off (215) (215)
Foreign exchange and other movements (438) (327) @371) (1,136)
At 31 December 2022 4 744 756 1,91

An analysis of changes in the gross carrying value and corresponding ECL in relation to gold pawn loans during the year
ended 31 December 2023 and 31 December 2022 is as follows:

Gold pawn loans Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying value as at 1 January 2023 171,350 1145 2,507 93 175,095
New assets originated or purchased 171,455 - - - 171,455
Assets repaid (2006,982) (675) (4,769) (84) (212,510)
Transfers to Stage 1 3,356 (1,679) (1,677) - -
Transfers to Stage 2 (4,892) 5,003 (111) - -
Transfers to Stage 3 (504) (3,601) 4,165 - -
Unwinding of discount - - 239 - 239
Recoveries - - - - -
Amounts written off - - (212) - (212)
Foreign exchange and other movements 29,803 438 1,525 ) 31,757
At 31 December 2023 163,586 571 1,667 - 165,824
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Loans to customers (continued)

Allowance for impairment of loans to customers at amortised cost (continued)

Gold pawn loans Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying value as at 1 January 2022 84,415 147 216 - 84,778
New assets originated or purchased 213,608 - - - 213,608
New assets purchased from VIB 25,434 — — 135 25,569
Assets repaid (229,862) (874) (2,464) (55) (233,255)
Transfers to Stage 1 3,297 (2,312) (985) - -
Transfers to Stage 2 (7,276) 7,276 - - -
Transfers to Stage 3 - (2,312) 2,312 - -
Unwinding of discount - - 363 - 363
Recoveries - - - - -
Amounts written off - - - - -
Foreign exchange and other movements 81,734 (780) 3,065 13 84,032
At 31 December 2022 171,350 1,145 2,507 93 175,095
Gold pawn loans Stage 1 Stage 2 Stage 3 POCI Total
ECL as at 1 January 2023 647 41 296 6 990
New assets originated or purchased 22 - - - 22
Assets repaid (136) M (164) 5) (306)
Transfers to Stage 1 89 (14) (75) - -
Transfers to Stage 2 (40) 43 3 - -
Transfers to Stage 3 @) (77) 84 - -
Unwinding of discount - - 239 - 239
Impact on period end ECL of exposures

transferred between stages during the

period (63) 15 19 1 (28)
Recoveries - - - - -
Amounts written off - - (212) - (212)
Foreign exchange and other movements 121 (©) (18) @ 95
At 31 December 2023 633 1 166 - 800
Gold pawn loans Stage 1 Stage 2 Stage 3 POCI Total
ECL as at 1 January 2022 43 - 20 - 63
New assets originated or purchased 49 - - - 49
New assets purchased from VIB 96 - - - 96
Assets repaid (716) ®) (223) - (947)
Transfers to Stage 1 147 (52) (95) - -
Transfers to Stage 2 (154) 154 - - -
Transfers to Stage 3 - (52) 52 - -
Unwinding of discount - - 363 - 363
Impact on period end ECL of exposutes

transferred between stages during the

period (98) 94 76 - 72
Recoveries - - - - -
Amounts written off - - - -
Foreign exchange and other movements 1,280 D) 103 1,293
At 31 December 2022 647 41 296 5 989
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Loans to customers (continued)

Collateral

In absence of collateral or other credit enhancements, ECL in respect of individually assessed Stage 3 loans to customers as
of 31 December 2023 would have been higher by € 845 (as of 31 December 2022: 290). The Group does not perform
collateral evaluation for the collectively assessed loans.

Concentration of loans to customers

As of 31 December 2023, the concentration of loans granted by the Group to ten largest third party borrowers comprised
© 198,147 accounting for 6.62% of the gross loan portfolio of the Group (2022: € 179,071 and 7.05% respectively).
An allowance of € 1,241 (2022: C 1,714) was established against these loans.

Loans have been extended to the following types of customers:

2023 2022
Individuals 1,956,340 1,697,088
Private companies 1,036,369 844,489
Loans to customers, gross 2,992,709 2,541,577
Less — allowance for loan impairment (134,733) (115,154)
Loans to customers, net 2,857,976 2,426,423
Loans are made principally within Georgia in the following industry sectors:

2023 2022
Individuals 1,956,340 1,697,088
Trade and service 476,243 483,333
Agricultural 244,350 124,926
Construction 97,124 84,119
Energy 83,465 46,794
Healthcare 40,332 29,087
Mining 28,987 31,139
Tourism and hospitality 27,522 11,879
Non-banking credit organization 13,552 5,610
Manufacturing 7,726 11,143
Transportation and communication 4,462 4,995
Other 12,606 11,464
Loans to customers, gross 2,992,709 2,541,577
Less — allowance for loan impairment (134,733) (115,154)

2,857,976 2,426,423

Loans to customers, net

24



JSC Liberty Bank and subsidiaries

Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Investment securities

Investment securities comprise:

Debt securities at amortised cost 2023 2022
Treasury bonds of the Ministry of Finance of Georgia 192,536 213,032
Treasury bills of the Ministry of Finance of Georgia 4,275 18,435
U.S Treasury bills - 53,548
Corporate bonds 32,116 15,091
Certificates of deposit of the NBG — 2,978
228,927 303,084
Less — allowance for impairment (432 (4713)
Debt securities at amortised cost 228,445 302,611
Debt securities at fair value through other comprehensive income 118,259 60,870
Debt securities 346,704 369,481

As at 31 December 2023 € 206,610 (31 December 2022: € 154,938) worth of investment securities wete pledged as a collateral

for the loan from the National Bank of Georgia. (Noze 16)

An analysis of changes in the gross carrying value in relation to investment securities at amortized cost during the year ended

31 December 2023 and 31 December 2022 is as follows:

Treasury
Certificates of Treasury bills bonds
deposits of of the of the
National Ministry of  Ministry of US
Corporate Bank of Finance Finance treasury
bonds Georgia of Georgia of Georgia bills Total
Gross carrying value as at
1 January 2023 15,091 2,978 18,435 213,032 53,548 303,084
New assets originated 19,905 - 7,399 36,339 - 63,643
Assets repaid (2,880) (3,000) (22,291) (57,023) (52,798) (137,992)
Other movements - 22 732 188 (750) 192
At 31 December 2023 32,116 - 4,275 192,536 - 228,927
Treasury
Certificates of Certificates of Treasury bills bonds
deposits of  deposits of of the of the
National National Ministry of  Ministry of Us
Bank of Bank of Finance Finance treasury
Georgia Georgia of Georgia of Georgia bills Total
Gross carrying value as at
1 January 2022 - - - 240,106 - 240,106
New assets originated 15,091 8,000 26,791 42,896 54,859 147,637
Assets repaid - (5,001) (7,500) (70,677) (168) (83,340)
Other movements - 1) (856) 707 (1,143) (1,313)
At 31 December 2022 15,091 2,978 18,435 213,032 53,548 303,084
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Investment securities (continued)

All balances of investment securities are allocated to stage 1. An analysis of changes in the ECL allowances during the year
ended 31 December 2023 is, as follows:

ECL as at 1 January 2023
New assets originated
Assets repaid

Change in ECL rate

Other movements

At 31 December 2023

ECL as at 1 January 2022
New assets originated
Assets repaid

Change in ECL rate

Other movements

At 31 December 2022

Certificates of Treasury bills Treasury bonds
deposits of  of the Ministry of the Ministry

Corporate National Bank  of Finance of Finance
bonds of Georgia of Georgia of Georgia Total
(66) 5) 32) (370) 473)
(45) - (15) (72) (132)
9 5 39 99 152
12 - 1 - 13
- - ©) (41) (42)
(90) - ®) (384) (482)
Certificates of  Treasury bills Treasury bonds
deposits of  of the Ministry of the Ministry
Corporate National Bank of Finance of Finance
bonds of Georgia of Georgia of Georgia Total
- - - (452) (452)
(66) (14) (46) (75) (201)
— 9 13 133 155
— — — 25 25
_ _ 1 1) -
(66) 5) 32) (370) 473)

Debt securities at fair value through other comprehensive income

Gross carrying value as at
1 January 2022

New assets originated

Assets repaid

Other movements

Revaluation

At 31 December 2022

New assets originated
Assets repaid

Other movements
Revaluation

Changes in credit loss allowance

At 31 December 2023

Treasury bills

of the Ministry of

Finance
of Georgia

62,914

2,430
1,526

66,870
49,065
1,750

805
(231)

118,259

26



10.

JSC Liberty Bank and subsidiaries

Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Property and equipment

The movements in property and equipment were as follows:

Cost or revalued
amount

31 December 2022

Additions

Disposals

31 December 2023

Accumulated
depreciation and
impairment

31 December 2022

Depreciation charge

Disposals

31 December 2023

Net book value

31 December 2022
31 December 2023

Cost or revalued amount

31 December 2021
Additions
Disposals
Revaluation

31 December 2022

Accumulated depreciation

and impairment
31 December 2021
Depreciation charge
Disposals

Revaluation

31 December 2022
Net book value

31 December 2021
31 December 2022

Computers Leasehold
Land and  Furniture  and office Motor Improve— Assets undet
buildings and fixtures equipment  vehicles ments  construction Total
92,578 116,760 48,085 17,467 15,820 - 290,710
5,386 5,960 3,851 1,586 787 24 17,594
(254) (275) (6) (161) (216) — (912)
97,710 122,445 51,930 18,892 16,391 24 307,392
- 78,264 35,042 16,395 8,935 - 138,636
1,903 8,478 3,915 655 1,357 - 16,308
5) (274) (5) (160) (177) - (621)
1,898 86,468 38,952 16,890 10,115 - 154,323
92,578 38,496 13,043 1,072 6,885 - 152,074
95,812 35,977 12,978 2,002 6,276 24 153,069
Computers Leasehold
Land and Furniture and office Motor Improve—
buildings  and fixtures equipment vehicles ments Total
92,817 110,759 40,263 17,376 14,276 275,491
629 6,403 7,925 370 1,673 17,000
- (402 (103) (279) (129) (913)
(868) - - - - (868)
92,578 116,760 48,085 17,467 15,820 290,710
1,817 70,342 31,843 15,863 7,747 127,612
1,864 8,319 3,257 785 1,275 15,500
- (397) (58) (253) (87) (795)
(3,681) - - - - (3,681)
- 78,264 35,042 16,395 8,935 138,636
91,000 40,417 8,420 1,513 6,529 147,879
92,578 38,496 13,043 1,072 6,885 152,074

Buildings and land of the Group are subject to revaluation on a regular basis. The date of the latest revaluation was 31
December 2022. As a result of revaluation of land and buildings, the carrying value increased by € 2,813 out of which € 479
applied to previously impaired buildings, therefore respective revaluation gain was recognized in the statement of profit or

loss for 2022.

The Group’s buildings are classified to Level 3 of the fair value hierarchy. There were no transfers among the levels of the fair
value hierarchy in 2023 and 2022.
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Property and equipment (continued)

If the land and buildings were measured using the cost model, the carrying amounts would be as follows:

2023 2022
Cost 71,563 060,344
Accumulated depreciation and impairment (16,849) (15,418)
Net catrying amount 54,714 50,926

Intangible assets

The movements in intangible assets, which comprised computer software and licenses, were as follows:

Internally Computer
developed software and
software Ilicenses Total
Cost
31 December 2021 20,851 93,221 114,072
Additions 7,935 5,559 13,494
Disposals (282) (440) (722)
31 December 2022 28,504 98,340 126,844
Additions 12,542 2,989 15,531
31 December 2023 41,046 101,329 142,375
Accumulated amortisation
31 December 2021 2,004 56,175 58,179
Amortisation charge 2,078 9,586 11,664
Realization (48) (110) (158)
31 December 2022 4,034 65,651 69,685
Amortisation charge 2,863 8,421 11,284
31 December 2023 6,897 74,072 80,969
Net book value
31 December 2021 18,847 37,046 55,893
31 December 2022 24,470 32,689 57,159
31 December 2023 34,149 27,257 61,406
Leases
2023 2022
Right—of—use—assets — building 30,724 30,141
Lease liabilities 30,114 28,741

Administrative expenses include occupancy and rent expenses on lease contracts where the recognition exemptions have been

applied:

Short—term leases

2023

2022

(1,016)

(925)
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Leases (continued)

During the period the movements of the Group’s right—of—use assets and lease liabilities are set out below:

Right-of-use
assets — Lease
buildings liabilities
As at 1 January 2023 30,141 28,741
Additions 9,338 9,338
Depreciation expense (7,362) -
Interest expense — 1,351
Payments - (7,832)
Disposal (8,433) (1,438)
Depreciation of disposal 7,040 -
Foreign exchange - (40)
As at 31 December 2023 30,724 30,114
Right-of-use Lease
assets — buildings liabilities
As at 1 January 2022 32,964 35,897
Additions 7,776 7,776
Depreciation expense (7,368) -
Interest expense - 1,471
Payments - (8,558)
Disposal (5,957) (3,662)
Depreciation of disposal 2,726 -
Foreign exchange - (4,183)
As at 31 December 2022 30,141 28,741
Taxation
The corporate income tax expense comprised:
2023 2022
Current year tax charge 17,334 5,250
Deferred tax charge — origination and reversal of temporary differences (2,345) 17,181
Income tax expense 14,989 22,431
Deferred tax charge effect on OCI - 1,549
Income tax charge on total comprehensive income 14,989 23,980

On 12 June 2018 amendment to the current corporate taxation model applicable to financial institutions, including banks and
insurance business became effective. The change implied a zero corporate tax rate on retained earnings and a 15% corporate
tax rate on distributed earnings starting from 1 January 2023. On 16 December 2022 an amendment to the corporate tax code
was passed into law, abolishing the expected transition to taxation on distributed earning from 1 January 2023. According to
the amendments, effective from 1 January 2023, existing taxation rules for financial institutions, including banks, was
maintained. At the same time, corporate income tax rate was increased from 15% to 20% from 1 January 2023. In addition,
taxable interest income and deductible expected credit losses on loans to customers (ECL) are defined as per IFRS, instead
of local NBG regulations. Transition differences in ECL and Interest Accrued on loans were taxed one—off at 15% and 20%
respectively.

The change had an immediate impact on deferred tax asset and liability balances attributable to previously recognized
temporary differences arising from prior periods. As at 31 December 2022, the deferred tax assets and liabilities were
remeasured in line with the new amendments to the law. The change resulted in a material one—off deferred tax charge as
previously the Group recognised deferred taxes only to the extent they were expected to realise before 1 January 2023.
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Taxation (continued)

The effective income tax rate in 2022 differs from the statutory income tax rates. A reconciliation of the income tax expense
based on statutory rates with actual is as follows:

2023 2022
Profit before income tax expense 96,037 85,716
Statutory tax rate 20% 15%
Theoretical income tax expense at the statutory rate 19,207 12,857
Non-taxable income (6,876) (5,300)
Effect from changes in future tax rates and other movements 1,666 14,372
Non—tax deductible expenses 992 502
Income tax expense 14,989 22,431
Deferred tax assets and liabilities as of 31 December and their movements for the respective years comprise:
In the In the
In the  statement of In the  statement of
statement other statement other
of profit or comprehen— of profit or comprehen—
2021 loss sive income 2022 loss sive income 2023

Tax effect of deductible

temporary differences
Tax loss carried forward 540 (540) - - - - -
Other assets 615 1,000 - 1,615 180 - 1,795
Lease liabilities 5,386 362 - 5,748 275 - 6,023
Other liabilities 1,555 339 - 1,894 596 - 2,490
Deferred tax asset 8,096 1,161 - 9,257 1,051 - 10,308
Tax effect of taxable

temporary differences
Loans to customers (888) (167) - (1,055) 1047 - ®)
Right of use assets (4,945) (1,083) - (6,028) (117) - (6,145)
Property and equipment,

and intangible assets (3,098) (17,092) (1,549) (21,739) 364 — (21,375)
Deferred tax liabilities (8,931) _ (18,342) (1,549) _ (28,822) 1,294 - (27,528)
Net deferred tax

assets/ (liabilities) (835) (17,181) (1,549) (19,565) 2,345 - (17,220)
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Other assets, prepayments and other liabilities

Other assets comprise

2023 2022

Funds in settlement 24,279 17,536
Inventories 5,168 4,333
Receivables from remittances systems operators 4,339 4,664
Receivables from Revenue Services for tax free setvices to non—resident

customers 4,286 10,921
Prepaid taxes other than income tax 2,957 917
Repossessed property 2,405 1,553
Investment properties 2,045 2,008
Investment in associate 1,054 1,081
Receivable from guarantees paid 950 950
Receivable from insurance claims 75 310
Other 2,583 1,523
Total 50,141 45,796
Less — allowance for impairment of other assets (5,045) (4,442)
Other assets 44,496 41,354
Investment properties

Investment properties are stated at fair value. The fair value represents the price that would have been received if an asset was
sold in an orderly transaction between market participants at the measurement date. The latest revaluation date was 31
December 2023.  The valuation was performed by an accredited independent valuator with a recognised and relevant
professional qualification and with recent experience in the locations and categories of the investment properties being valued.
The valuation models in accordance with those recommended by the International Valuation Standards Committee have been
applied and are consistent with the principles in IFRS 13. Refer to Noze 27 for details.

The Group’s investment properties items are classified to Level 3 of the fair value hierarchy. There were no transfers among
the levels of the fair value hierarchy in 2023 and 2022.

Derivative financial instruments

The table below shows the fair values of derivative financial instruments, recorded as assets or liabilities, together with their
notional amounts. The notional amount, recorded gross, is the amount of a derivative’s underlying asset, reference rate or
index and is the basis upon which changes in the value of detivatives are measured. The notional amounts indicate the volume
of transactions outstanding at the year end and are not indicative of the credit risk.

2023 2022
Notional amount Fair Value Notional amount Fair Value
Asset  Liability  Asset  Liability  Asset  Liability @ Asset  Liability

Foreign exchange contracts

Forwards and swaps — domestic 5,127 (5,243) 1 — 146,519 (143,410) 7 (3,201)
Forwards and swaps — foreign — (43,303) — (18,545) — (59,693) — (27,049)
Total derivative

assets /liabilities 5,127  (48,546) 1 (18,545) 146,519 (203,103) 7  (30,250)

As of 31 December 2023, the Group has positions in the derivative financial instrument currency forwards. Forward contracts
are contractual agreements to buy or sell a specified financial instrument at a specific price and date in the future. Forwards
are customized contracts transacted in the over—the—counter market.

The Group’s forward is classified to Level 2 of the fair value hierarchy. There were no transfers among the levels of the fair
value hierarchy in 2023 and 2022.
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Other assets, prepayments and other liabilities (continued)
Prepayments comprise
2023 2022
Prepayments for fixed and intangible assets 4,343 4,014
Prepaid insurance 775 858
Prepayments for software support, advertising and other services 701 349
Prepayments for professional services 265 393
Prepaid rent 54 77
Other 590 619
Total prepayments 6,728 6,310
Other liabilities comprise
2023 2022
Derivative liability (see above) 18,545 30,250
Payables to creditors 13,206 10,341
Bonus accrual 11,896 8,066
Taxes payable other than income tax 1,634 1,587
Funds pending settlements 958 995
Provisions for loan commitments (Note 20) 781 1,428
Sundry creditors 440 340
Other 2,643 3,043
Other liabilities 50,103 56,650
Credit loss expense and other impairment and provisions
The table below shows the ECL charges on financial instruments recorded in the consolidated statement of profit or loss for
the year ended 31 December 2023:
31 December 2023 Note Stage 1 Stage 2 Stage 3 POCI Total
Cash and cash equivalents 6 (26) - 17 - - (26)
Amounts due from credit institutions 7 14 - - - 14
Loans to customers at amortised cost 8 (1,748) 4,081 34,028 1,379 37,740
Debt securities measured at amortised
cost 9 9 - - - 9
Financial guarantees 20 17 - - - 17
Debt securities measured at fair value
through OCI 9 231 231
Total credit loss expense (1,503) 4,081 34,028 1,379 37,985
31 December 2022 Note Stage 1 Stage 2 Stage 3 POCI Total
Cash and cash equivalents 6 27 - - - 27
Amounts due from credit institutions 7 16 - - - 16
Loans to customers at amortised cost 8 (5,693) 9,844 21,375 350 25,876
Debt securities measured at amortised
cost 0 21 - - - 21
Total credit loss expense (5,629) 9,844 21,375 350 25,940
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Credit loss expense and other impairment and provisions (continued)

The movements in other impairment allowances and provisions were as follows:

Provisions for

Other losses from

assets operating risks Total
31 December 2022 4,442 12 4,454
Charge 1,259 - 1,259
Reversal (56) (12) (68)
Recovery of written off debt 6 - 6
Repayment of written off debt © - (©)
31 December 2023 5,645 - 5,645

Provisions for

Other losses from

assets operating risks Total
31 December 2021 3,483 883 4,366
Charge 959 - 959
Payment - (871) (871)
31 December 2022 4,442 12 4,454

Provisions for losses from operating risks are recorded in other liabilities.

The Group is exposed to the risk of loss from its operations associated with misappropriation of assets. Management has a
system of controls and monitoring to detect such activities, to reduce the risk of loss. Despite such controls, losses may still
occur due to circumvention of controls by means of collusion and/or other planned actions by perpetrators. For such cases,
the Group holds active insurance policies. As at 31 December 2023 the Group holds insurance policies with a risk coverage
of € 5 million for losses from operating risks (31 December 2022: € 5 million).

Amounts due to credit institutions

Amounts due to credit institutions comprise:

2023 2022
Borrowings from the NBG 290,229 227,119
Borrowings from international financial institutions 62,110 74,389
Current accounts 5,957 3,774
Time deposits of local commercial banks 5,278 21,997
Amounts due to credit institutions 363,574 327,279

On 28 December 2023 the Group obtained a loan from the NBG in amount of € 290,000 maturing on 4 January 2024. The
loan is issued under a collateral of investment securities (€ 206,610 ref. to Note 9) and customer loans (€ 74,055 ref. to
Note 8).

In September 2020, the Group entered into a USD 15 million (4.87%) loan agreement with the U.S. International
Development Finance Corporation (DFC) and a EUR 15 million (Tranche 1 — USD 4,5 million with interest rate of 1.54%
and Tranche 2 — USD 10,5 million with interest rate of 1.17%) loan agreement with the European Investment Bank (EIB)
maturing in 2029 and 2027, respectively. During 2021 the Bank attracted new funds amounted to EUR 2,113 million (3,8%)
and EUR 2,22 million (3.87%) from the Microfinance Enhancement Facility (MEF) maturing on 31 January 2025 and from
the EIB amounted to EUR 2,5 million (1.36%) maturing on 17 December 2026.
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Amounts due to customers

Amounts due to customers comprise:

Current accounts
Time deposits (including certificates of deposits)

Amounts due to customets

Held as security against guarantees issued (Noze 20)

2023 2022
1,290,396 1,408,912
1,743,094 1,280,757
3,033,490 2,689,669

17,468 4,861

At 31 December 2023, amounts due to customers of € 623,483 (20.6%) were due to the ten largest customers (31 December

2022: © 527,332 (19.6%)).

Amounts due to customers by economic sector are as follows:

Individuals

State and public sector
Non-banking financial organisations
Real estate constructions

Trade and service

Energy

Transportation and communication
Agriculture

Mining

Other

Amounts due to customers

Subordinated debt

2023 2022
1,633,290 1,351,722
888,295 862,627
150,192 110,434
130,274 176,177
68,705 37,632
31,777 10,552
7,625 27,442
6,482 13,142
2,088 48
114,762 99,893
3,033,490 2,689,669

The Group issues unsecured Subordinated Loan Contracts (the “SLCs”) to high—net—worth individuals and corporate clients.
The Group does not have subordinated liabilities to entities, that exceed 10% of total subordinated debt. The primary reason
for the issuance of the SLCs is to attract Tier 2 qualified capital to support the Group’s capitalization.

As of 31 December 2023, the Group had € 93,588 (31 December 2022: € 98,774) of subordinated debt outstanding, of which
the amortised value qualified for the inclusion in the Tier 2 capital under the NBG Basel III requirements, was € 61,135 (31

December 2022: ¢ 57,038).

Carrying amount at 31 December 2021
Proceeds from issue

Repayment

Foreign currency translation

Other

Carrying amount at 31 December 2022

Proceeds from issue
Repayment

Foreign currency translation
Other

Carrying amount at 31 December 2023

Subordinated
debt

112,460

(13,632)
()
98,774

(4,645)
(440)
(100)

93,588
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Equity
Share capital

During the year 2023, the Bank cancelled its own treasury shates with amount of 1,013,828,327 and shares authorized but not
issued with amount of 39,379,852 under Employee Stock Ownership Plan (ESOP). As of 31 December 2023, share capital of
the Bank comprised of 4,489,682,955 ordinary shares (2022: 29,000,000,000). The Bank had issued 4,489,682,955 ordinary
shares (2022: 5,502,254,354, including 1,013,828,327 treasury shares) out of which 4,449,046,175 were fully paid (2022:
4,449,046,175), 40,636,780 shares are intended only for preferred shares conversion purposes (in case of such a need) and
thus theit transfer to a third party in any form is not allowed. Each share has nominal value of € 0.01.

The share capital of the Bank was contributed by the shareholders in € and they are entitled to dividends and any capital
distribution in C.

As of 31 December 2023, and 2022, the book value per ordinary share comprised € 0.1051 and € 0.0910, respectively.
Convertible preferred shares

The convertible preferred shares are perpetual and can be converted, at the holder’s discretion, into ordinary shares of the
Bank at the conversion price based on 1.05 times the equity book value of the Bank per ordinary share outstanding (net of
any treasury shares) as of the end of the preceding calendar year.

The dividend rate on the convertible preferred shares is 17% per annum, payable annually, subject to the AGM approval in
each given year. The dividends are non—cumulative.

The ability to pay dividends is subject to the Bank’s financial condition and results of operations and compliance with the
prudential capital adequacy requirements and may be restricted by the NBG.

Basic/diluted earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the
profit or loss attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares outstanding
during the period (net of any treasury shares). Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding of the effect of all dilutive potential ordinary shares
(but ignoring any treasury shates), which comprise convertible preferred shares.

In 2023, net income attributable to ordinary shateholders of the Bank comprised € 80,271 (2022: € 62,509) and the weighted
average number of ordinary shares outstanding during the year was 4,449,046,175 (2022: 4,449,046,175), resulting in earnings
pet share of € 0.018 for 2023 (2022: ¢ 0.014).

At 31 December 2023, the convertible prefetred shares did not have a dilutive effect as the convetsion price of € 0.11
exceeded the quoted weighted average market price for the petiod of € 0.025. At 31 December 2022, the convettible preferred
shates did not have a dilutive effect as the conversion price of € 0.09 exceeded the quoted weighted average market price for
the period € 0.01. Thus, the potential dilution did not include the potential effect from the conversion of 4,565,384 convertible
preferred shares into ordinary shares as of 31 December 2023.

Dividends

The Bank did not pay dividends on its ordinary shates in 2023 or 2022. The Bank paid dividends on the convertible preferred
shates in the amount of € 776 in 2023 (2022: ©776), € 0.17 per share.
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Equity (continued)
Reserves

Movements in reserves were as follows:

Fair value
reserve for Revaluation reserve
Investment for property

securities at FVOCl and equipment

At 31 December 2021 - 22,141
Revaluation reserve, net of tax 1,526 785
Depreciation of revaluation reserve, net of tax - (498)
At 31 December 2022 1,526 22,428
Revaluation reserve, net of tax 805 -
Depreciation of revaluation reserve, net of tax - (526)
At 31 December 2023 2,331 21,902

Nature and purpose of other reserves

Fair value reserve for investment securities at F17OCI

This reserve records fair value and ECL changes on investment securities.
Revaluation reserve for property and equipment

The revaluation reserve for property and equipment is used to record increases in the fair value of the buildings and decreases
to the extent that such decrease relates to an increase on the same asset previously recognised in equity.

Commitments and contingencies
Operating environment

As an emerging market, Georgia does not possess a well-developed business and regulatory infrastructure that would generally
exist in a more mature market economy. Operations in Georgia may involve risks that are not typically associated with those
in developed markets (including the risk that the Georgian Lari is not freely convertible outside the country, and undeveloped
debt and equity markets). However, over the last few years the Georgian government has made a number of developments
that positively affect the overall investment climate of the country, specifically implementing the reforms necessary to create
banking, judicial, taxation and regulatory systems. This includes the adoption of a new body of legislation (including new Tax
Code and procedural laws). In the view of the Supervisory Board, these steps contribute to mitigate the risks of doing business
in Georgia.

The existing tendency aimed at the overall improvement of the business environment is expected to persist. The future stability
of the Georgian economy is largely dependent upon these reforms and developments and the effectiveness of economic,
financial and monetary measures undertaken by the Government. However, the Georgian economy is vulnerable to market
downturns and economic slowdowns elsewhere in the world.

Legal
In the ordinaty course of business, the Group is subject to legal actions and complaints. Management believes that the ultimate

liability, if any, arising from such actions or complaints will not have a material adverse effect on the financial condition or
the results of future operations of the Group.
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Commitments and contingencies (continued)
Financial commitments and contingencies

The Group’s commitments and contingencies comprised the following:

2023 2022

Credit related commitments
Guarantees 53,739 38,778
Undrawn loan commitments 175,820 125,258

229,559 164,036
Capital expenditure commitments 881 1,807
Commitments and contingencies 230,440 165,843
Provisions for ECL for credit related commitments (Noze 74) 781 1,428
Cash held as security against guarantees issued (INoze 17) 17,468 4,861

As of 31 December 2023, and 2022, the Bank had Bankers Blanket Bond insurance, Directors and Officers liability insurance,
and Propetty and Vehicle insurance coverage for the operating losses with the insurance limit of € 5 million.

All commitments are allocated to stage 1 and there were no significant movements in ECL during the year.

Net fee and commission income

Net fee and commission income comprise:

2023 2022
Plastic card operations 29,773 24819
Settlements operations 10,686 10,092
Remittances 3,719 6,200
Cash operations 3,756 3,521
Fee income received from bill payments 2,179 2,240
Guarantees and letters of credit 1,007 706
Other 137 91
Fee and commission income 51,257 47,669
Plastic card operations (19,650) (15,461)
Settlements operations (1,698) (1,441)
Cash operations (882) (1,130)
Fee expense paid for bill payments (676) (587)
Guarantees and letters of credit (168) (130)
Fee and commission expense (23,074) (18,749)
Net fee and commission income 28,183 28,920

Revenue from contracts with customers

The Group’s revenue from contracts with customers is mostly represented by fee and commission income, including income
from guarantees. Revenue from contracts with customers recognized in the consolidated statement of comprehensive income
for the year ended 31 December 2023 amounted to € 66,257 of which € 15,000 is income from social services disclosed in
other income (Noze 23) (2022: C 47,669).

The Group applies the practical expedient in paragraph 121 of IFRS 15 and does not disclose information about remaining
performance obligations that have original expected durations of one year or less.
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Net gains/(losses) from foreign currencies

2023 2022
Dealing 18,621 22,844
Translation differences 713 (2,623)
Net result from foreign currency derivatives (5,636) (13,923)

13,698 6,298

Other income
Other income comprises:

2023 2022
Income for providing social services (a) 15,000 —
Gain from sale of assets 269 16
Income from rent 186 210
Effect from termination of lease contracts 15 437
Gain from revaluation of PPE - 479
Income from insurance claims (45) 162
Other 740 1,025
Total other income 16,165 2,329
(a) The Group receives income from Social Service Agency for providing banking services to the pension beneficiaries,

the income considerations are received monthly 1,250 €. Payments are made within 15 days, according to the

contract.

Personnel and general and administrative expenses

Personnel and general and administrative expenses comprise:

Salaries
Variable monthly bonuses

Performance based discretionary bonus pool

Personnel expenses

Average number of employees for the year:

Permanent employment
Top Management

Middle Management
Other employees

Temporary employment
Other employees

Total

2023 2022
88,025 79,001
20,228 14,459

9,521 6,943
117,774 100,403
2023 2022
6 6
105 135
4,625 4,672
1,121 887
5,857 5,700
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Personnel and general and administrative expenses (continued)

2023 2022

Repair and maintenance 10,682 9,875
Marketing and advertising 7,023 7,590
Communications 4,196 3,899
Utility expense 3,794 3,763
Office supplies 3,565 3,568
Legal and other professional services 3,155 3,325
Occupancy and rent 3,143 3,041
Operating taxes 2,413 2,542
Insurance 1,629 1,793
Travel expenses 1,093 558
Corporate hospitality and entertainment 872 875
Security 679 651
Audit, audit related and other service expenses 569 500
Other 2,761 3,141

45,574 45,121

General and administrative expenses

Remuneration of the Bank’s auditor for the years ended 31 December 2023 and 2022 comprises (net of VAT):

2023 2022
Fees for the audit of the Bank’s annual financial statements for the year ended
31 December 398 308
Expenditures for other professional services - 116
398 424

Total fees and expenditures

Fees and expenditures payable to other auditors and audit firms in respect of other professional services comprised € 100

(2022: ® 137).

Other operating expenses

2023 2022
Plastic card production expense 1,820 1,570
Pawn shop related expenses 4,664 4,920
Social responsibility expenses 432 887
Other 5,233 4,593
Other operating expenses 12,149 11,970

Risk management
Introduction

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability and each individual within the Group is accountable for the risk exposures relating to his or her responsibilities.
The Group is exposed to credit risk, liquidity risk, market risk, operational risk and other non—financial risks. The risk
management framework adopted by the Group sets the boundaries of risk bearing capacity for each risk and business line and
ensures its compliance.

The responsibility of the individuals responsible for risk management is to ensure the compliance of the Group to the
Risk Appetite Statement (“RAS”) set by the Supervisory Board of the Bank. The compliance is ensured by continuous
monitoring of the RAS parameters and proposing any changes to these parameters when circumstances change.
The Enterprise Risk Management (“ERM”) Division has the overall responsibility for momtonng of the RAS set by the
Supervisory Board. RAS establishes escalation routes for trigger events and limits breaches in order to timely and effectively
initiate and implement pre—defined mitigation actions. For the purposes of effective inclusion into daily activities of the Group,
RAS parameters are detailed into more granular business unit and transactional levels. With the active involvement of
Management Board risk management functions ensure proper communication and clarity at all levels regarding risk objectives,
constant monitoring of risk profile against risk appetite, timely escalation of risk—related alerts and design of mitigating actions.
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Risk management framework and structure

The Supervisory Board of the Bank has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The Supervisory Board has established committees, which are responsible for developing and
monitoring Group risk management policies in relevant specified areas, which are communicated through RAS.

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set appropriate
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions, products and services offered. The Group, through its management
standards, procedures and trainings aims, has a disciplined and constructive control environment, in which all employees
understand their roles and obligations.

Audit Committee

The Audit Committee is responsible for monitoring compliance with the Group’s risk management policies and procedures,
and for reviewing the adequacy of the risk management framework in relation to the risks faced by the Group. It is responsible
for the fundamental risk issues and manages and monitors relevant risk decisions. The Audit Committee is assisted in these
functions by Internal Audit.

Internal Audit

Risk management processes throughout the Group are audited by the internal audit function, which examines, by undertaking
regular and ad—hoc reviews, both the adequacy of the procedures and the Group’s compliance with the procedures. Internal
Audit discusses the results of all assessments with the Management Board and reports its findings and recommendations to
the Audit Committee.

Other structural units

The Supervisory Board is ultimately responsible for identifying and controlling risks; however, there are separate independent
bodies responsible for managing and monitoring risks. Risk Appetite metrics are set by the Supervisory Board and monitored
by the following committees and units with the active involvement of Management Board:

> Credit risk is managed by the Credit Risk Committees;
> Liquidity risk is managed by Asset—Liability Committee (“ALCO”);
> Market risk is managed by ALCO;

> Operational risk is managed by the Operational Risk Management Department with close cooperation of Management
Board;
> Information security and technology risks are managed by Information Security Department.

All committees have representatives of all relevant business units and report regulatly to the Management Board.

Business lines represent the primary owners of risks affecting daily activities and operations within the Group. Business
processes incorporate controlling activities performed by the relevant risk unit representatives. Units with risk management
functions represent the second line of defense. The following departments are responsible for day—to—management of credit,
liquidity, market, operational and other financial risks:

> Enterprise Risk Management;
> Credit Underwriting;
> Credit Administration;

> Credit Controlling;

> Collections;
> Operational Risk Management;
> Information Security.
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Risk management (continued)
Risk management framework and structure (continued)

Anti-Money Laundering (“AML”) is managed by AML Department and Compliance Risks are managed by Compliance
Department. Collections function is divided into two broad sub—functions, each responsible for leading and monitoring
collection process per types of outstanding receivables.

Business lines represent the primary owners of risks affecting daily activities and operations within the Group. Business
processes incorporate day—to—day involvement of risk management representatives, with focus on risk identification, analysis,
evaluation and treatment.

Risk measurement and reporting systems

The Group’s risks are measured using a method which reflects both the expected loss likely to arise in normal circumstances
and unexpected losses, which are an estimate of the ultimate actual loss based on statistical models. The models make use of
probabilities derived from historical experience.

Monitoring and controlling risks is primarily performed based on limits established by the RAS. These limits reflect the
business strategy and market environment of the Group as well as the level of risk that the Group is willing to accept.

Information compiled from all the businesses is examined and processed in order to analyse, control and identify early risks.
This information is presented and explained to the Management Board, and the head of each business division. Senior
management assesses the appropriateness of the allowance for expected credit losses on a monthly basis.

For all levels throughout the Group, specifically tailored risk reports are prepared and distributed in order to ensure that all
business divisions have access to extensive, necessary and up—to—date information.

Risk mitigation

The Group uses collaterals (precious metals, real estate, deposits, securities, movable property, receivables and company
shares) and diversification to mitigate its credit risks.

Exccessive risk concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the same
geographic region, or have similar economic features that would cause their ability to meet contractual obligations to be
similatly affected by changes in economic, political or other conditions. Concentrations indicate the relative sensitivity of the
Group’s performance to developments affecting a particular industry or geographical location. The Group risk management
functions ensure that potential negative impact from concentration is identified in a timely manner, respective risks properly
measured and evaluated, and, ultimately, responsive actions planned and realised. RAS sets overall limits on excessive credit
risk, liquidity and market risk concentrations.

Credit risk

Credit risk refers to the Group’s potential financial losses that can arise from a borrower or counterparty failing to fulfill their
repayment obligations according to the agreed terms. These obligations are typically part of the traditional non—trading lending
activities, such as loans, credit lines, guarantees, letters of credit etc. The Group is exposed to different categories of credit
risks, such as:

> Default Risk — the risk that counterparty will be unable to make the required payment on debt obligations,

> Country Risk — the risk stemming from the unexpected deterioration of the creditworthiness or default of the country
due to social unrest, political instability, war, or other unfavourable developments and

> Concentration Risk — the risk of loss arising from a large position in a single asset, or group of assets. This risk arises
when portfolio has less diversification in terms of sector and group of borrowers.

The Group manages credit risk through a variety of strategies and mechanisms designed to minimize the likelihood of loss.
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Risk management (continued)
Credit risk (continued)

Credit Risk Management Mechanisms
Credit Assessment and Underwriting

Credit assessment and underwriting refers to the thorough assessment of the borrowet's creditworthiness before granting
loan. This involves analysing financial statements, credit scores, collateral, business models, historical trends and the overall
economic environment. The Group uses this information to determine the repayment capacity and to set terms that align with
the perceived risk.

Risk—based Pricing

The Group uses risk—based pricing approach, where the interest rate and loan terms are adjusted based on the assessed risk
of the borrower. Higher—risk borrowers typically pay higher interest rates, which compensates the Group for the increased
risk of default.

Portfolio Monitoring

After extending credit, the Group continuously monitors the financial health of borrowers on individual and on portfolio
level. This can include regular reviews of financial statements, monitoring portfolio key risk indicators and staying informed
about any changes that could affect the borrower’s repayment ability. The Group sets out desired, acceptable and alarming
levels of credit risk indicators that are monitored on a regular basis and mitigative measures are taken in case of detection of
undesirable tendencies through these indicators.

Portfolio Limitations and Diversification

The Group manages risk by diversifying loan portfolios across different sectors, geographic regions within Georgia, and
borrower types. This helps spread risk so that the failure of a single borrower or downturn in a specific sector does not have
a disproportionate impact on the Group's financial health. Limitations are imposed on each loan group. For business lending
exposures over € 500,000 represent individually significant financial instruments for the Group. Moreovert, in accordance
with the lending policy, financial ratios thresholds are imposed as a guideline for assessing company creditworthiness. All
ratios are viewed as quality control recommendations. In some cases, due to company specific factors, these ratios may be re—
evaluated or changed. Ratios vary through different economic sectors, loan outstanding amount and the expected probability
of default of separate companies. For consumer lending and mortgages the Group imposes the PTT (Payment to Income) and
LTV (Loan to Value) limits which are in compliance with the NBG’s responsible lending standards, based on the respective
NBG decree.

Collateralization

Collaterals and Guarantees are important measures of credit risk mitigation. The Group often requires collateral, which can
be seized if the borrower defaults on the loan. Guarantees from third parties can also provide an additional layer of security.
The Group has implemented internal collateral assessment methodology that is compliant with International Valuation
Standards (IVS) as well as with the local regulatory guidelines. For various segments of business lending exposures, the Group
has adopted recommended ratios of collateralization, while for consumer lending and mortgages regulatory limitations on
Loan to Value (“LTV”) ratios are in place.
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Credit risk (continued)
Assessment of Credit Risk
Homogeneons Groups

All financial instruments in the Group’s credit portfolio are subject to assignment to one of the predetermined Homogeneous
Groups of risk exposures. There are two general sub—categories of Homogeneous Groups, credit risk parameters of which
are assessed either on individual or collective basis:

> Individually Significant Risk Exposures (“ISRE”), that comprise all financial instruments business lending portfolio
whete total outstanding amount of loans, for the group of connected botrowers, exceed € 500,000. Additionally,
individual assessment is performed for Wholesale Gold Pawn portfolio exposures and any other asset that may be
considered individually significant for the Group.

> Collectively Assessed Risk Exposures (“CARE”) or all other financial instruments, that do not fall into ISRE category.
There are several CARE Homogeneous Groups formed that include Small and Micro business loans and all retail
products. CARE groups are formed by considering similar inherent risk characteristics of respective credit products
and availability of historical data in order to perform collective assessment employing statistical methods.

Outcome of assessment of risk exposures, individual or collective, represents combination of risk parameter values for every
financial instrument, that eventually are meant for quantitative evaluation of credit risk as described below.

Expected Credit Losses and Allowance for ECL

Assessment of expected credit losses (ECL) is one of the fundamental processes of Group’s credit risk management
framework, reflecting a Group's proactive approach to managing potential losses in its loan portfolio and ensuring its long—
term viability and compliance with regulatory requirements. In accordance with the IFRS 9, the Group uses a forward—looking
approach to loan loss provisioning that requires to account for expected credit losses over the life of a loan, rather than the
previous "incurred loss" method. The key risk parameters of ECL estimation are Probability of Default (PD), Loss Given
Default (LGD) and Exposure at Default (EAD).

Probability of Defanit

PD is a financial metric used to estimate the likelihood that a borrower will fail to repay a loan or credit obligation within a
specified time frame, typically expressed as a percentage. The Group assesses PD for every financial asset in its portfolio based
on Homogeneous Groups of exposures. PD estimation for ISRE exposures is performed via application of S&P methodology
and involves determination of borrower and its respective mapping to PD. The S&P models incorporate both qualitative and
quantitative information and, in addition to information specific to the borrower, utilize supplemental external information
that could affect the borrower’s behaviour. Individual assessment of borrowers is carried out by specialized credit risk
employees of the Group as part of the underwriting process. Assessment results are used for the risk—based pricing purposes
as well as for the IFRS provisioning. Default probability for CARE assets is estimated by means of sophisticated methodology
based on “Months on Book — MOB” approach, developed internally. Calculated historical PD rates are adjusted by means of
forward—looking macroeconomic scenarios described below.

Loss Given Defanlt

LGD is a risk metric used in financial analysis to estimate the percentage of a loan or credit exposure that is lost when a
borrower defaults, after accounting for the recoveries and other mitigating factors. LGD for CARE assets is defined
statistically according to cash recovery approach after default, while in case of ISRE assets LGD rates are defined individually
by means of S&P methodology.

Exposure at Defanlt
EAD represents the total value that a lender is exposed to in the moment of a defaults on a loan obligation. Currently within
the loan portfolio of the Group EAD at every reporting date is defined as sum of outstanding principal amount and accrued

interest amount, less deferred commission income on financial instrument. In case of loan commitments and off-balance
exposures the Group uses its own credit conversion factor (CCF) approach.
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Credit risk (continued)
Staging of Financial Instruments

In the context of ECL assessment financial instruments are classified into categories, called Impairment Stages, based on the
level of credit risk. This classification system is part of the IFRS 9, which dictates how financial institutions should recognize
and measure credit losses. Staging is critical for determining the amount of credit loss provision that should be set aside.

> Stage 1 — Assets in this stage are typically those with no significant changes in credit risk since initial recognition or
those that maintain a low risk of default. For these assets, the Group recognizes credit loss provisions based on 12—
month expected credit losses (“12mECL”).

> Stage 2 — When a financial asset experiences a significant increase in credit risk (SICR) since initial recognition but is
not yet credit—impaired, it is moved to Stage 2. In this stage, the credit loss provisioning is based on the lifetime
expected credit losses (“LTECL”). This reflects the increased risk but doesn’t mean the asset is in default.

> Stage 3 — This stage is for financial assets that are considered credit-impaired, meaning there is evidence of significant
financial difficulty, default, or other indicators of impairment. For these assets, the ECL provision reflects the lifetime
expected losses, recognizing the full extent of credit risk.

> POCI — Aside from three impairment stages described above the Group assigns status of Purchased or Originated as
Credit Impaired (POCI) to specific assets, that were credit impaired at their origination.

Definition of Significant Increase in Credit Risk

A significant increase in credit risk (SICR) refers to a notable escalation in the likelihood that a borrower will default on their
loan obligations, as compared to the risk of default at the time of loan origination or the last reporting date. The Group
recognizes several quantitative and qualitative factors indicating SICR:

> Breach of contractual payment date by more than 30 days,
> Restructuring / renegotiation of contractual terms due to financial difficulties of a borrower,
> Breach of PTI / DSCR / LTV requitements for respective Homogeneous Group exposutes,

> Individual decision by the credit risk management.

After recognizing SICR event, respective exposure is moved from Stage 1 to Stage 2 along with the other exposures of the
same borrower (contamination principle). Reclassification of the exposure to Stage 1 is possible after sufficient number of
successful consecutive payments are conducted and no SICR indicators are active during this rehabilitation period. If updated
financial analysis of a borrower is available, showing no SICR sign since the origination, at least 3 successful consecutive
payments must be conducted in order to reclassify exposure to Stage 1; If updated analysis is not available, at least 6 successful
consecutive payments are required. In case of exposures with seasonal repayment schedules, successful repayment of all
seasonal instalments is required for stage improvement (with or without analysis).

Definition of Defanlt and cure

In general, default occurs when a borrower fails to meet the legal obligations of a debt agreement. This typically means that
the borrower has not made the scheduled payments of interest or principal on a loan or bond within the specified time frame
of has violated the terms of the loan agreement or bond indenture. The Group considers a financial instrument defaulted and
therefore Stage 3 (credit—impaired) for ECL calculations in all cases when the borrower becomes 90 days past due on its
contractual payments.
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Credit risk (continued)

As a part of a qualitative assessment of whether a customer is in default, the Group also considers a variety of events that may
indicate unlikeliness to pay. When such events occur, the Group carefully considers whether the event should result in treating
the customer as defaulted and therefore assessed as Stage 3 for ECL calculations or whether Stage 2 is appropriate. Such
events include:

> Internal rating of the borrower indicating default or near—default for individually significant exposures;

> The borrower requesting emergency funding from the Group;

> The death of the borrower;

> A material decrease in the underlying collateral value where the recovery of the loan is expected from the sale of the
collateral,

> A material decrease in the borrower’s turnover or the loss of a major customer;

> A covenant breach not waived by the Group;

> The debtor (or any legal entity within the debtor’s group) filing for bankruptcy.

> Deterioration of the regulatory, political, and technological outlook that is relevant to a particular borrower or to a
group of borrowers;

> Adverse changes in the sector or industry conditions in which the borrower operates;

> Significant change in internal price indicators of similar products of the FI, such as increase of interest rate, increase
of minimum collateral requirements etc.;

> Exposure(s) of other borrower(s) within group becoming or remaining credit—impaired,;

> A default, initiation of bankruptcy proceedings or breach of a contract (including breach of covenants);

> Call of off-balance sheet liabilities (any type) which was not expected ahead and was not predetermined by credit
project;

> Initiation of legal proceedings that may result in significant cash outflow;

> Emergence of new competitors on monopolistic and oligopolistic markets, that may result in decrease of market share
or prices;

> Fraud in the borrowet’s business;

> Significant delay in provision of financial information by the borrower;

> Recent frequent changes in senior management of the borrower.

> Deterioration of borrowers’ financial performance (taking into consideration seasonality of a business), indicated by:

o Detetioration of interest coverage ratio (EBIT/ Interest Expenses)
o Deterioration of Debt / EBITDA ratio;

o  Deterioration of Equity / Assets ratio;

o Significant decrease in sales;
o  Preservation of negative operating cash flow;
o Loss of a major customer;

o Termination of an agreement with major supplier;

o  Deterioration of liquidity and profitability of a particular borrower or a group of borrowers.

After recognizing event of Default, respective exposure is moved to Stage 3 along with the other exposures of the same
borrower (contamination principle). It is the Group’s policy to consider a financial instrument as ‘cured’ and therefore re—
classified to Stage 2 when none of the default criteria have been present during conducting sufficient number (defined by
methodology) of successful consecutive payments. If updated financial analysis of a borrower is available, showing no sign of
credit impairment, after at least 6 consecutive payments are performed, defaulted exposure can be reclassified to Stage 1; If
updated analysis is not available, after at least 6 consecutive payments defaulted exposure can be reclassified to Stage 2 and
after atleast 12 consecutive payments — to Stage 1. In case of exposures with seasonal repayment schedules, defaulted exposure
can be reclassified to Stage 2 after repayment of all seasonal instalments. Under consecutive payment, repayment of scheduled
instalment without any overdue is presumed.
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Credit risk (continued)
Forward—looking information and multiple economic scenarios

In its ECL models, the Group relies on a broad range of forward—looking information as economic inputs, such as:

> GDP growth,

> Unemployment rates,

> Monetary policy rate,

> Foreign exchange rates,
> CPI Inflation rate,

> Nominal Effective Exchange Rate NEER,

> Fed Funds Rates,

> Death Rates.

The inputs and models used for calculating ECLs may not always capture all characteristics of the market at the date of the

financial statements. To reflect this, qualitative adjustments or overlays are occasionally made as temporary adjustments when
such differences are significantly material.

The Group obtains the forward—looking information published by the National Bank of Georgia. Experts of the Group’s

Credit Risk Department determine the weights attributable to the multiple scenarios. The tables show the values of the key
forward—looking economic variables/assumptions used in each of the economic scenarios for the ECL calculations.
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Credit risk (continued)

ECL Assigned
Key drivers scenario probabilities, % 2024 2025 2026
Change in Country Sovereign
Risk Premium*
Upside 25% —-0.25 pp +0.0 pp —0.25 pp
Base case 50% +0.0 pp +0.0 pp —0.25 pp
Downside 25% +0.75 pp —-0.25 pp —0.5 pp
GEL/USD Nominal
Exchange Rate
Upside 25% Appreciation 3% Appreciation 2%  Unchanged
Base case 50% Unchanged Unchanged Unchanged
Downside 25% Depreciation 15%  Unchanged ~ Appreciation 5%
Real GDP Growth (YoY)
Upside 25% 6.5% 5.5% 5.0%
Base case 50% 5.0% 4.5% 5.0%
Downside 25% 3.0% 4.0% 5.0%
Change in Unemployment
rate
Upside 25% -0.5 pp —0.25 pp —0.25 pp
Base case 50% -0.25 pp +0.0 pp —0.25 pp
Downside 25% +1.0 pp +0.5 pp -0.5 pp
CPI Inflation (YoY)
Upside 25% 3.25% 3.0% 3.0%
Base case 50% 3.6% 3.1% 3.0%
Downside 25% 5.0% 4.0% 3.0%
Monetary Policy Rate (%)
Upside 25% -2.0 pp —0.75 pp +0.0 pp
Base case 50% -1.0pp -1.0pp =0.75 pp
Downside 25% -0.5 pp —0.75 pp -1.0 pp
Nominal Effective Exchange
Rate (NEER)
Appreciation
Upside 25% Appreciation 2% 1.5% Unchanged
Base case 50% Unchanged Unchanged Unchanged
Downside 25% Depreciation 10%  Unchanged =~ Appreciation 3%
Change in Real Estate Prices
(expressed in Gel,YoY) Upside 25% 6.5% 5.75% 5.5%
Base case 50% 6.0% 5.5% 5.5%
Downside 25% 6.0% 5.75% 5.5%

Credit quality per class of financial assets
The credit quality of financial assets is managed by the Group internal credit ratings. The table below shows the credit quality

by class of asset for loan—related lines in the consolidated statement of financial position, based on categories specified in the
tables.
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Credit risk (continued)

Sub—-
High Standard standard
As at 31 December 2023 Note grade grade grade Impaired Total
Cash and cash equivalents,
except for cash on hand 6 Stagel 182,837 - - - 182,837
Amounts due from credit
institutions 7  Stage 1 99,723 - - - 99,723
Loans to customers at amortised
cost 8 2,783,061 32,885 13,917 28,113 2,857,976
Stage 1 483,328 2,448 266 - 486,042
Stage 2 8,146 1,056 2,183 - 11,385
Micro loans Stage 3 - 669 392 9,221 10,282
Stage 1 832,426 10,966 164 - 843,556
Stage 2 8,572 2,362 2,467 - 13,401
Consumer loans Stage 3 - 1,470 386 9,875 11,731
Stage 1 212,665 1,504 - - 214,169
Stage 2 2,614 333 100 - 3,047
Residential mortgage loans Stage 3 - 453 667 507 1,627
POCI - - - - -
Stage 1 161,768 1,139 46 - 162,953
Gold Pawn loans Stage 2 63 15 492 - 570
Stage 3 - 179 39 1,283 1,501
Stage 1 1,024,715 4,491 115 - 1,029,321
Stage 2 48,764 2,429 2,420 - 53,613
Commercial loans Stage 3 — 3,371 4,180 4,817 12,368
POCI - - - 2,410 2,410
Debt investment securities 0  Stage1 346,704 - - - 346,704
Undrawn loan commitments 20  Stage 1 175,820 - - - 175,820
Financial guarantees 20  Stage 1 53,739 — - - 53,739
Total 3,641,884 32,885 13,917 28,113 3,716,799
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Credit risk (continued)

Sub—-
High Standard standard
As of 31 December 2022 Note grade grade grade Impaired Total
Cash and cash equivalents,
except for cash on hand 6 Stagel 182,639 - - - 182,639
Amounts due from credit
institutions 7  Stage 1 105,341 - - - 105,341
Loans to customers at amortised
cost 8 2,343,152 41,167 8,844 33,260 2,426,423
Stage 1 378,478 1,917 271 - 380,666
Stage 2 7,148 435 1,821 - 9,404
Micro loans Stage 3 - 461 157 7,505 8,123
POCI - - - - -
Stage 1 699,502 12,246 124 - 711,872
Stage 2 8,486 3,109 2,626 - 14,221
Consumer loans Stage 3 - 2,564 465 14,963 17,992
POCI - - - - -
Stage 1 149,060 718 - - 149,778
Stage 2 2,220 618 136 - 2,974
Residential mortgage loans Stage 3 - 118 - 248 366
POCI
Stage 1 169,109 1,577 17 - 170,703
Gold Pawn loans Stage 2 - - 1,104 - 1,104
Stage 3 - - - 2,211 2,211
POCI - - - 88 88
Stage 1 881,073 16,041 - - 897,114
Stage 2 48,076 534 2,045 - 50,655
Commercial loans Stage 3 - 829 78 2,333 3,240
POCI - - - 5912 5,912
Debt investment securities 0  Stage1 369,481 - - - 369,481
Undrawn loan commitments 20  Stage 1 125,258 - - - 125,258
Financial guarantees 20  Stage 1 38,778 — - - 38,778
Total 3,164,649 41,167 8,844 33,260 3,247,920

The credit risk assessment policy for financial assets has been determined by the Group for balance sheet exposures as follows:

A financial asset that is not past due at the reporting date is assessed as a financial asset with high grade;

A financial asset that is less than 30 days past due at the reporting date is assessed as a financial asset with standard
A financial asset that is past due more than 30 days and less than 90 days past the reporting date is assessed as a

Grading for Undrawn loan commitments for clients, who have loans or any other balance sheet exposures are in line
with balance sheet grade. For other undrawn loan commitments, conditional undrawn loan commitments are
considered to be High grade. Unconditional undrawn loan commitments are graded in line with clients’ credibility

>
>

grade;
>

financial asset with sub—standard grade;
>

monitored by the Group’s experts;
>

Financial guarantees are considered High grade if the client performs under contractual conditions. If the client mostly
performs well under the contract, it is classified as standard grade, while poor performance is considered sub—standard
and breach of contract impaired.
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Credit risk (continued)

The geographical concentration of the Group’s assets and liabilities are set out below:

2023 2022
Other Other
foreign foreign
Georgia OECD countties Total Georgia OECD  countties Total
Assets
Cash and cash
equivalents 491,729 2,768 274 494,771 407,635 28,538 14,151 450,324
Amounts due from
credit institutions 99,723 — — 99,723 105,341 — — 105,341
Loans to customers 2,857,976 — — 2,857,976 2426423 — - 2,426,423
Investment securities 346,704 — - 346,704 315,933 53,548 — 369,481
Other assets 289,747 4,508 2,168 296,423 283,525 2,424 3,071 289,020
4,085,879 7,276 2,442 4,095,597 3,538,857 84,510 17,222 3,640,589
Liabilities
Amounts due to credit
institutions 298,152 62,110 3312 363,574 251,390 74,390 1,499 327,279
Amounts due to
customers 2,748,392 99,680 184,918 3,033,490 2,400,895 107,802 180,972 2,689,669
Subordinated debt 66,504 18,473 8,611 93,588 67,900 19,935 10,939 98,774
Lease liability 30,114 — - 30,114 28,741 - - 28,741
Other liabilities 78,518 539 37 79,094 81,332 133 - 81,465
3,222,180 180,802 196,878 3,599,860 2,830,258 202,260 193,410 3,225,928
Net assets/ (liabilities) 863,699 (173,526) (194,436) 495,737 708,599  (117,750)  (176,188) 414,661

Prepayment risk

Prepayment risk is the risk that the Group will incur a financial loss because its customers and counterpatties repay or request
repayment earlier or later than expected, such as fixed rate mortgages when interest rates fall.

The Group monitors actual and expected loan prepayments or potential late repayment requests and takes necessary actions
to prevent or minimize potential loss by taking best possible actions. The group proactively conducts negotiations to new
potential borrowers to compensate the interest income shortage due to eatly repayment. Any extra liquidity is invested in

interest earning assets based on the internal liquidity management practices.

The effect on profit before tax for one year and on equity, assuming 10% of repayable financial instruments were to prepay
at the beginning of the year, with all other variables held constant, is as follows:

2023
2022

Effect on net Effect on
interest income equity
(28,762) (24,964)
(25,001) (22,407)
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Liquidity risk and funding management
Liguidity risk management and supervision

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with its financial liabilities
that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far
as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation. Other objectives include
securing a balanced financing mix for the Group’s activities, compliance with standards set by the NBG, managing crisis
situations and controlling the cost of funding.

The main liquidity risk mitigation techniques are building liquidity reserves, diversifying funding sources and extending
financing maturities. However, significant liquidity in excess of statutory requirements due to unexpected net cash inflows
should be avoided and the Management Board should examine options to reduce liquidity to an appropriate level.

The Treasury Department is responsible for the management of the liquidity and funding risk within targets, boundaries and
limits being set out in the RAS. The Treasury Department manages the liquidity risk on a centralised level and reports to the
Management Board at least weekly. Key decisions on liquidity risk management and monitoring are taken by the ALCO. Input
for analysis for ALCO purposes is presented by Treasury Department and ERM Division. ERM performs additional monthly
stress—tests on liquidity position of the Bank and reports the results to the ALCO.

The Bank maintains a Recovery Plan which includes pressure on liquidity triggers and recovery plan strategy. Since the precise
nature of any stress event cannot be known in advance, the plans are designed to be flexible to the nature and severity of the
stress event and provide a menu of options that could be used as appropriate at the time. The liquidity triggers are monitored
by Treasury Department and ERM Division on a daily basis. Any potential trigger event is escalated to the Management Board
level and should be discussed at the ALCO meeting. Recovery Plan contains step—by—step actions, to generate additional
liquidity in order to facilitate recovery in a severe stress, and is executed by the Head of Treasury Department under the
supervision of ALCO and Management Board.

The Group uses stress testing and scenario analysis to evaluate the impact of a sudden and severe stress events on its liquidity
position. The scenarios cover the Group—specific and market related risk events.

Statutory requirement

The liquidity coverage ratio (LCR) is calculated following Basel III framework. The NBG requires all banks to maintain the
LCR of 75.0% in €, and LCR of 100.0% in foreign cutrency and total LCR of 100% on a daily basis. As of 31 December
2023, the Bank’s total LCR stood at 118.0%, the LCR in € was 104.7% and the LCR in foreign cutrency was 138.2%
(31 December 2022: total LCR stood at 111.8%, the LCR in € was 103.8% and the LCR in foreign cutrency was 124.2%).

The Bank holds a comfortable buffer on top of Net Stable Funding Ratio (NSFR) requirement of 100%, which came into
effect on 1 September 2019. A solid buffer over NSFR provides stable funding sources over a longer time span. This approach
is designed to ensure that the funding framework is sufficiently flexible to secure liquidity under a wide range of market
conditions. NSFR as at 31 December 2023 was 125.0% (2022: 130.1%), all comfortably above the NBG’s minimum regulatory
requirements.

Analysis by remaining contractual maturities

The tables below summarise the maturity profile of the Group’s financial liabilities as of 31 December 2023 and as of
31 December 2022 based on contractual undiscounted repayment obligations. Repayments which are subject to notice are
treated as if notice were to be given immediately. However, the Group expects that many customers will not request repayment
on the earliest date the Group could be required to pay and the table does not reflect the expected cash flows indicated by the
Group’s deposit retention history.
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Risk management (continued)

Liquidity risk and funding management (continued)

Less than 3o 1to0 Over

As of 31 December 2023 3 months 12 months 5 years 5 years Total
Non—derivative financial liabilities
Amounts due to credit institutions 306,894 14,143 44168 2,460 367,665
Amounts due to customers 1,955,324 918,765 265,589 49 3,139,727
Lease liability 1,987 5,729 20,435 4,554 32,705
Subordinated debt 3,408 9,637 82,244 29,609 124,898
Total undiscounted financial

liabilities 2,267,613 948,274 412,436 36,672 3,664,995
Derivative financial instruments —

gross settled
Positive fair value of derivatives
(Inflow) (3,6906) — — — (3,696)
Outflow 3,812 - - - 3,812
Derivative financial instruments —

gross settled
Negative fair value of derivatives
(Inflow) (22,095) (41,508) — — (63,603)
Outflow 14,905 29,829 — — 44,734

Less than 3o 1to Over

As of 31 December 2022 3 months 12 months 5 years 5 years Total
Non—derivative financial liabilities
Amounts due to credit institutions 257,122 11,775 59,382 5,060 333,339
Amounts due to customers 2,070,955 452,071 145,989 63,408 2,732,423
Lease liability 1,678 4,717 18,970 6,621 31,986
Subordinated debt 8,545 6,080 88,176 23,749 126,550
Total undiscounted financial

liabilities 2,338,300 474,643 312,517 98,838 3,224,298
Derivative financial instruments —

gross settled
Positive fair value of derivatives
(Inflow) (9,619) — — — (9,619)
Outflow 9,626 - - - 9,626
Derivative financial instruments —

gross settled
Negative fair value of derivatives
(Inflow) (136,900) (40,731) (62,172) — (239,803)
Outflow 133,784 28,235 44984 — 207,003

The table below shows the contractual expiry by maturity of the Group’s financial commitments and contingencies.
Each undrawn loan commitment is included in the time band containing the earliest date it can be drawn down. For issued
financial guarantee contracts, the maximum amount of the guarantee is allocated to the eatliest period in which the guarantee
could be called.

Less than 3to 1o Over

3 months 12 months 5 years 5 years Total
2023 229,789 1,295 305 36 231,425
2022 164,181 2,134 385 68 166,768

The Group expects that not all of the contingent liabilities or commitments will be drawn before expiry of the commitments.
The maturity analysis does not reflect the historical stability of current accounts. Their liquidation has historically taken place

over a longer period than indicated in the tables above. These balances are included in amounts due in less than three months
in the tables above.

52



26.

JSC Liberty Bank and subsidiaries Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Risk management (continued)
Liquidity risk and funding management (continued)
Maturity analysis of assets and liabilities

Treasury Department manages the maturity analysis of assets and liabilities. Modelling of assets and liabilities is necessary
where contractual maturity does not adequately reflect the liquidity risk position. The most significant example in this context
for the Group would be current and savings accounts from retail, corporate and municipal and other state entities. Although,
contractually, current accounts are repayable on demand and savings accounts at short notice, the Bank’s broad base of
customers — numerically and by depositor type — helps protect against unexpected fluctuations in balances. Such accounts
form a stable funding base for the Group’s operations and liquidity needs. Table below shows the maturity analysis of the
Group’s financial assets and liabilities according to when they are expected to be recovered or settled.

2023 2022
Within More than Within More than
one year one year Total one year one year Total

Cash and cash equivalents 494,771 - 494,771 450,324 - 450,324
Amounts due from credit institutions 99,723 - 99,723 105,341 - 105,341
Loans to customers 1,188,623 1,669,353 2,857,976 1,040,872 1,385,551 2,426,423
Investment securities 157,543 189,161 346,704 177,009 192,472 369,481
Total 1,940,660 1,858,514 3,799,174 1,773,546 1,578,023 3,351,569
Amounts due to credit institutions 319,576 43,998 363,574 267,078 60,201 327,279
Amounts due to customers, of which: 1,655,201 1,378,289 3,033,490 1,455,290 1,234,379 2,689,669
Current accounts 149,676 1,140,720 1,290,396 375,847 1,033,065 1,408,912
Time deposits (including certificates

of deposit) 1,505,525 237,569 1,743,094 1,079,443 201,314 1,280,757
Lease liability 348 29,766 30,114 275 28,466 28,741
Subordinated debt 381 93,207 93,588 394 98,380 98,774
Total 1,975,506 1,545,260 3,520,766 1,723,037 1,421,426 3,144,463
Net (34,840) 313,254 278,408 50,509 156,597 207,106

The maturity of the assets is based on their carrying amounts and upon earliest legally exercisable maturity as of 31 December
of the year concerned. The maturity of liabilities is based on the earliest contractual maturity or first call, except for the current
accounts. The portion of current accounts is presented in more than one—year maturity range due to their stability. Time
deposits (including certificates of deposit) diversification by number and type of depositors and the past experience of the
Group indicate that such accounts and deposits provide a long term and stable source of funding, and as a result they are
allocated per expected time of the funds outflow in the gap analysis table on the basis of the statistical data accumulated by
the Group during the previous periods and assumptions made regarding the “permanent” part of current account balances.

As at 31 December 2023, total amounts due to customers amounted to € 3,033,490 (as at 31 December 2022: € 2,689,669),
of which curtrent accounts comptised € 1,290,396 (as at 31 December 2022: € 1,408,912). The Bank conducts the analysis of
the stability of the current account balances for the period of the preceding two years on a daily basis. These balances have
not fallen below € 1,140,720 (2022: ¢ 1,033,065) for the respective petiods of the preceding 24 months. As such, it is
reasonable to present these funds in amounts due to customers in more than one—year maturity range in the above schedule.
If the contractual maturities of amounts due to customers were considered, the cumulative liquidity gap within one year as of
31 December 2023 would have been negative € 1,175,566 (31 December 2022: negative € 982,556).

As at 31 December 2023 the Bank had sufficient liquid collateral to additionally draw down € 104,209 (2022: ¢ 140,838)
from the NBG at immediate notice.

Market risk

Market risk is the risk that affect the overall performance of the financial market. The main types of market risks include
interest rates risk, currency risk and their levels of volatility. Market risk arises mainly from trading activities. The Group is
not exposed to market risk related to trading activities, since the Bank, in line with its risk appetite, is not engaged in trading
activities. The market risk related to the banking activities encompasses the risk of loss on equity holdings, and the interest
rate and foreign exchange risk stemming from banking intermediation activities. The Bank is exposed to interest rate and
foreign exchange risks in its banking books.
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Risk management (continued)
Market risk (continued)

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of

financial instruments.

The sensitivity of the consolidated statement of profit or loss is the effect of the assumed changes in interest rates on the net
interest income for one year, based on the floating rate of non—trading financial assets held at 31 December 2023.

2023
Sensitivity of
other
Increase in basis  Sensitivity of net comprehensive
Currency points Interest income Iincome
GEL 100 5,809 (2,814)
UusDh 100 2,633 -
EUR 100 1,319 -
2023
Sensitivity of
other
Decrease in basis  Sensitivity of net comprehensive
Currency points Interest income Iincome
GEL 100 (5,809) 2,925
UsDh 100 (2,633) -
EUR 100 (1,319) -
2022
Sensitivity of
other
Increase in basis  Sensitivity of net  comprehensive
Currency points Interest income Iincome
GEL 100 5,501 (1,898)
USD 100 1,846 -
EUR 100 1,588 -
2022
Sensitivity of
other
Decrease in basis  Sensitivity ofnet ~ comprehensive
Currency points Interest income Iincome
GEL 100 (5,501) 1,984
USD 100 (1,8406)) -
EUR 100 (1,588) -

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The NBG requires the Bank to monitor both balance—sheet and total aggregate (including off—balance sheet) open currency
positions and to maintain the later one within 20.0% of the Bank’s total regulatory capital. As at 31 December 2023, the Bank

maintained an aggregate open currency position of 2.9% of regulatory capital (31 December 2022: 4.3%).
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Risk management (continued)
Market risk (continued)

The Bank has approved Foreign Currency Risk Management Policy, which is intended to establish parameters for the Bank
for the management of foreign currency exposures.

The process of foreign currency risk management includes, but is not limited to:

> Selection of adequate methodology for foreign currency risk identification and quantitative measurement;

> Daily monitoring of the open foreign currency position;

> Minimising currency risk through compliance with established limits;

> Revealing existing and anticipated negative tendencies of increased currency risk followed by the analysis of its causes

and implications;
> Making recommendations on the currency risk management strategy;

> Determining the types and limits on instruments used in the foreign currency risk operations.

RAS sets limits on the level of exposure by currency as well as on aggregate exposure positions which are more conservative
than those set by the NBG. The Bank’s compliance with such limits is monitored daily by Treasury and ERM Division.

The tables below indicate the currencies to which the Group had significant exposure at 31 December on its non—trading
monetary assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the currency rate against
the €, with all other variables held constant on the consolidated statement of profit or loss (due to the fair value of cutrency
sensitive non—trading monetary assets and liabilities). The effect on equity does not differ from the effect on the consolidated
statement of profit or loss. A negative amount in the table reflects a potential net reduction in consolidated statement of profit
or loss or equity, while a positive amount reflects a net potential increase.

Appreciation/ Appreciation/
(depreciation) (depreciation)
of the exchange of the exchange
rate of  against rate of  against
the respective Effect on profit the respective Effect on profit
currency in % before tax currency in % before tax
Currency 2023 2023 2022 2022
US Dollar 10.00% (982) 10.00% (761)
EUR 10.00% (271) 10.00% (823)

Operational risk

Operational risk is defined as the risk of a financial loss resulting from the inadequacy or failure of internal processes, systems
ot people, or from external events, whether deliberate, accidental or natural occurrences. External events include, but are not
limited to fraud, floods, fire, earthquakes and terrorist or hacker attacks. Credit or market events such as default or fluctuations
in value do not fall in the scope of operational risk. Compliance risk is included under operational risk. Compliance risk is the
potential that the Bank may incur regulatory sanctions, financial loss and/ot reputational damage atising from its failure to
comply with applicable laws, rules and regulations. The operational risk does not cover the reputational and strategic risk.

The overall objective of the operational risk management is to identify risks arising from inadequate or failed internal
processes, people and systems or from external events and mitigate them where feasible and to the extent economically
reasonable.

The Bank has established the Operational Risk Management (ORM) framework and takes all possible steps to understand
exposure of the business to the variety of operational risks arising from inadequate or failed internal processes, people and
systems or from external events. The aim of the ORM framework is to enable the Bank to collect, assess, manage, and report
operational risk efficiently and effectively.

The responsibilities of the Operational Risk Management Department, Department of Physical Security, Problem Loans and

Court Disputes, Internal Audit and Business Owners within ORM framework are defined in the Operational Risk
Management Policy.
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Risk management (continued)
Operational risk (continued)

In general, the Bank has no appetite towards the operational risks and aims to reduce the losses resulting from risk events to
the point where the Bank is not materially impacted by them. The Bank has low appetite towards operational risks related to
fraud, information security (including I'T) and compliance breaches, therefore the Bank makes all efforts to eliminate these
types of risks, majority of cases are directed to law enforcement bodies.

The Risk Event Database (RED) is developed and maintained to ensure that all incidents, losses and near misses are evidenced
and treated appropriately. It provides the Bank with a technical tool to systematically collect realized. This information is used
to refine the identification of risks and the appropriate approaches to managing them. The collection of the data and a
corresponding analysis is carried out by the Operational Risk Management Department in a centralized manner. Operational
risk events from the RED database with material impacts, direct and indirect losses are reported to the Management Board.

Compliance with Group standards is supported by a program of periodic reviews undertaken by Internal Audit. The results
of Internal Audit reviews are discussed with the management of respective business lines, with summaries submitted to the
Audit Committee and Supervisory Board.

The key mitigation controls the Bank deploys stem from its Operational Risk Profile (ORP) and the RAS of the Supervisory
Board. The Bank actively uses corporate insurance to mitigate its operational risks.

Fair value disclosures
Fair value measurement procedures

External Appraisers are involved for valuation of significant assets, such as properties. Involvement of external Appraisers is
decided upon annually by the management after discussion with and approval by the Bank’s audit committee. The selection
criteria include market knowledge, reputation, independence and whether professional standards are maintained. Valuators
are normally rotated every three years. The management decides, after discussions with the Group’s external Appraisers, which
valuation techniques and inputs to use for each case.

At each reporting date, the management analyses the movements in the values of assets and liabilities which are required to
be re—measured or re—assessed as per the Group’s accounting policies. For this analysis, the management verifies the major
inputs applied in the latest valuation by agreeing the information in the valuation computation to contracts and other relevant
documents. The management, in conjunction with the Group’s external Valuators, also compares each the changes in the fair
value of each asset and liability with relevant external sources to determine whether the change is reasonable. On an interim
basis, the management and the Group’s external Valuators present the valuation results to the audit committee and the
Group’s independent auditors. This includes a discussion of the major assumptions used in the valuations.

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation
technique:

> Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;

> Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable,
cither directly or indirectly; and

> Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on
observable market data.

For the purpose of fair value disclosures, the Group’s has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

56



217.

JSC Liberty Bank and subsidiaries

Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Fair value disclosures (continued)

Fair value hierarchy (continued)

Fair value measurement using

At 31 December 2023 (Level 1) (Level 2) (Level 3) Total
Assets measured at fair value
Foreign exchange forwards and swaps - 1 - 1
Investment properties - - 2,045 2,045
Property and equipment — buildings - - 95,812 95,812
Investment securities — 118,259 — 118,259
- 118,260 97,857 216,117
Assets for which fair values are disclosed
Cash and cash equivalents - 494,771 - 494,771
Amounts due from credit institutions - 99,723 - 99,723
Loans to customers - - 2,545,530 2,545,530
Investment securities - 233,219 - 233,219
- 827,713 2,545,530 3,373,243
Liabilities measured at fair value
Foreign exchange forwards and swaps - 18,545 - 18,545
- 18,545 - 18,545
Liabilities for which fair values are disclosed
Amounts due to credit institutions - 362,056 - 362,056
Amounts due to customers — 3,046,280 — 3,046,280
Lease liability - 28,405 - 28,405
Subordinated debt - 94,429 - 94,429
- 3,531,170 - 3,531,170
Fair value measurement using
At 31 December 2022 (Level 1) (Level 2) (Level 3) Total
Assets measured at fair value
Foreign exchange forwards and swaps - 7 - 7
Investment properties - - 2,008 2,008
Property and equipment — buildings - - 92,578 92,578
Investment securities — 66,870 — 66,870
- 66,877 94,586 161,463
Assets for which fair values are disclosed
Cash and cash equivalents - 450,324 - 450,324
Amounts due from credit institutions - 105,341 - 105,341
Loans to customers - - 2,271,018 2,271,018
Investment securities - 306,336 - 306,336
- 862,001 2,271,018 3,133,019
Liabilities measured at fair value
Foreign exchange forwards and swaps - 30,251 - 30,251
- 30,251 - 30,251
Liabilities for which fair values are disclosed
Amounts due to credit institutions - 325,096 - 325,096
Amounts due to customers - 2,693,700 - 2,693,700
Lease liability - 28,422 - 28,422
Subordinated debt - 99,421 - 99,421
- 3,146,639 - 3,146,639
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Fair value disclosures (continued)
Fair value of financial assets and liabilities not carried at fair value
Set out below is a comparison by class of the carrying amounts and fair values of the Group’s financial instruments that are

carried in the consolidated statement of financial position and their fair value is materially different from their carrying amount.
The table does not include the fair values of non—financial assets and non—financial liabilities.

Carrying Fair Unrecognised  Carrying Fair Unrecognised
value value gain/(loss) value value gain/(loss)
2023 2023 2023 2022 2022 2022
Financial assets and
liabilities
Loans to customers 2,857,976 2,545,530 (312,440) 2,426,423 2,271,018 (155,405)
Amounts due from credit
institutions 99,723 99,723 - 105,341 105,341 -
Investment securities 346,704 351,478 4,774 369,481 373,206 3,725
Amounts due to credit
institutions 363,574 362,056 1,518 327,279 325,096 2,183
Amounts due to customers 3,033,490 3,046,280 (12,790) 2,689,669 2,693,700 (4,031)
Lease liability 30,114 28,405 1,709 28,741 28,422 319
Subordinated debt 93,588 94,429 (841) 98,774 99,421 (647)
Total unrecognised change
in unrealised fair value (318,076) (153,856)

Valuation techniques and assumptions

The following describes the methodologies and assumptions used to determine fair values for assets and liabilities recorded
at fair value in the consolidated financial statements and those items that are not measured at fair value in the consolidated
statement of financial position but whose fair value are disclosed.

Assets and liabilities for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or have a short—term maturity (less than three months), as well as for
floating rate instruments, the carrying amounts are assumed to approximate their fair value.

Detivatives

Derivatives valued using a valuation technique with market observable inputs are mainly interest rate swaps, currency swaps
and forward foreign exchange contracts. The most frequently applied valuation techniques include forward pricing and swap
models, using present value calculations. The models incorporate various inputs including the credit quality of counterparties,
foreign exchange spot and forward rates and interest rate curves.

Financial assets and financial liabilities cartied at amortised cost
Fair value of the quoted notes and bonds is based on price quotations at the reporting date, as such they fall under Level 2
fair value hierarchy. The fair value of unquoted instruments, loans to customers, customer deposits, amounts due from credit

institutions and amounts due to the NBG and credit institutions and other financial assets and liabilities, is estimated by
discounting future cash flows using rates currently available for debt on similar terms, credit risk and remaining maturities.

58



217.

JSC Liberty Bank and subsidiaries Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Fair value disclosures (continued)
Movements in Level 3 assets and liabilities at fair value

The following tables show a reconciliation of the opening and closing amount of investment properties in Level 3 assets and
liabilities which ate recorded at fair value. For the reconciliation of property and equipment — buildings refer to Noze 77:

Sale of Total gain
At 1 January Investment recorded in At 31 December
2023 property profit or loss 2023
Assets
Investment properties 2,008 - 37 2,045
2,008 - 37 2,045
Sale of Total gain
At 1 January Investment recorded in At 31 December
2022 property profit or loss 2022
Assets
Investment propetties 3,491 (1,298) (185) 2,008
3,491 (1,298) (185) 2,008

The following table shows the quantitative information about significant unobservable inputs used in the fair value and income
approach measurements categorised within Level 3 of the fair value hierarchy:

As at 31 December Carrying Valuation Range per square
2023 amount techniques Unobservable input meter
Income Capitalization ~ 10% increase/dectease of rent price  (10.10%) up to 9.60%
Buildings — head office 53,450 Approach (DCF)  10% increase/dectease of discount rate (4.04%) up to 4.04%
Price volatility adjustment:

Buildings 6,793 Matket approach  10% inctease/decrease of market prices (10.06%) up to 9.95%
Buildings 35,569 Income Approach 10% increase/dectease of rent price  (9.66%) up to 10.32%
Investment properties —

office building 1,975 Income Approach 10% increase/dectease of rent price  (9.99%) up to 9.99%
Investment properties — Price volatility adjustment:

residential house 70 Matket approach  10% increase/dectease of market prices (9.38%) up to 9.38%
As at 31 December Carrying Valuation Range
2022 amount techniques Unobservable input (weighted average)

Income Capitalization =~ 10% increase/dectease of rent price  (10.10%) up to 9.60%
Buildings — head office 53,499 Apptroach (DCF)  10% increase/dectease of discount rate (4.04%) up to 4.04%

Price volatility adjustment: (10.06%) up to
Buildings 7,231 Matket approach  10% inctrease/decrease of market prices 9.95%
Buildings 31,848 Income Approach 10% increase/dectease of rent price  (9.66%) up to 10.32%
Investment properties — 10% increase/dectease of rent price  (9.99%) up t0 9.99%
office building 1,921 Income Approach
Investment properties — Price volatility adjustment:
residential house 87 Matket approach  10% inctease/decrease of market prices (9.38%) up to 9.38%
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Related party disclosures

In accordance with IAS 24 Related Party Disclosures, parties 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 or operational decisions. In considering
each possible related party relationship, attention is directed to the substance of the relationship, not merely the legal form.

Related parties may enter into transactions which unrelated parties might not, and transactions between related parties may

not be effected on the same terms, conditions and amounts as transactions between unrelated parties.

The outstanding balances at the period end of and related income and expense arising from related party transactions are as
follows:

2023 2022
Entities Entities
under Key under Key
common management common management
Shareholders  control personnel Shareholders  control personnel
Loans outstanding at 1 January,
gross 8,083 396 762 7,635 7,382 897
Loans issued during the year 47 265 1,206 7,390 100 67
Loan repayments during the year an 99) (1,464) (6,942) (7,086) (202)
Loans outstanding at
8,053 562 504 8,083 396 762

31 December, gross

Less: allowance for impairment at
31 December (463) 1) @ (489) ©O) )
Loans outstanding at

31 December, net 7,590 541 502 7,594 395 758
Unused credit lines — — 7 — — 6
Interest income on loans 636 71 29 680 38 52
Deposits* at 1 January — 11,818 568 - 12,405 40
Deposits received during the year - 3 292 - - 584
Deposits repaid during the year - (1,000) (128) - - (16)
Other movements** - (50) - - (587) (40)
Deposits at 31 December — 10,771 732 — 11,818 568
Current accounts at 31 December 249 3,894 169 275 7,548 115
Interest expense on deposits and

current accounts - 575 21 1 823 16
Fee and commission income 42 21 2 2 16 2

* Deposits include Time Deposits and CDs as well as Savings Acconnt.

% Net gains/ (losses) from foreign currencies.

Entities under common control comprises of organisations in which shareholders of the Group exercise control which
represent related parties to the Group.

The number of key management personnel during the year ended 31 December 2023 were 6 (2022: 6) and their compensation
comprised the following:

2023 2022
Salaries, bonuses and other short—term benefits 2,006 5,085
2,006 5,085

Total key personnel compensation
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Capital management

The Bank’s capital management objectives consist of ensuring its solvency at all times, complying with the supervisory and
internal capital requirements, and maintaining a prudent capital cushion in order to protect the Bank from known (and, to
some extent, the unknown) risks.

The Bank’s management of its total capital is based on the Internal Capital Adequacy Assessment Process (ICAAP), which
represents its main capital management tool. Besides, as an additional capital management tool, the Bank maintains Recovery
Plan which includes regulatory capital alert thresholds and recovery strategies.

The Bank maintains an actively managed capital base to cover risks inherent in the business. The adequacy of the Group’s
capital is monitored using, among other measures, the ratios established by the NBG.

NBG Basel III Capital adequacy ratio

Starting from 30 June 2014, the Bank has to comply with minimum capital adequacy ratios stipulated by
“Regulation on Capital Adequacy Requirements for Commetcial Banks” approved under Decree # 100/04 (the
“Pillar 1 Regulation”) of the President of the NBG dated 23 October 2013.

On 18 December 2017, the NBG published and approved amendments in capital adequacy regulation (Decree N100/04),
according to which the minimum capital requirement ratios have been revised, incorporating Pillar I model and setting Capital
Conservation, Systemic Risk and Countercyclical buffers (Pillar I Buffers).

As of 31 December 2023, Pillar 1 minimum capital requirements on Common Equity Tier 1 Capital (CET I), Tier I Capital
(Tier I) and Total Capital ratios were set at 4.50%, 6.00% and 8.00% respectively, in addition to which the Bank had to
maintain Combined buffers and Pillar IT requirements.

As of 31 December 2023, Systemic Risk buffer was 1%. Besides, Capital Conservation buffer for 31 December 2023 was 0%,
which was set from March 2020 because of COVID-19 pandemic. It increased to 2% from January 2024 and will increase to
2.5% from June 2024. Countercyclical buffer is set at 0% and will increase annually from March 2024 by 0.25% and will
amount 1% for March 2027. Any adjustment of Pillar I and Combined buffers is at the NBG’s discretion.

On 18 December 2017, the NBG also published and approved Pillar IT Requirements in addition to Pillar I Buffers. Pillar 1T
Requirements include the following capital buffers: Unhedged Currency Induced Credit Risk (CICR), Net GRAPE, Credit
Portfolio Concentration Risk and Net Stress—Test buffers.

As already mentioned, to mitigate the negative impact of the COVID-19 pandemic of the financial sector and to promote the
economy of the country, the NBG lowered capital requirements for the commercial banks, which implied to postpone Capital
Conservation buffer recovery (2.5% of the risk weighted assets). In addition, recovery of CICR buffer — 2/3 of the cutrency
induced credit risk buffer was cancelled up until 31 December 2022. In January 2023 calculation method of CICR buffer was
changed and it was fully recovered. Nowadays, calculation method of CICR buffer is linked to dollarization of credit
instruments.

Furthermore, the phase—in of additional Credit portfolio concentration risk buffer (HHI) and Net Grape buffer requirements
on Common Equity CET 1 and Tier 1 Capital became 56% and 75% for CET 1 and Tier 1, respectively, from the end of
March 2023.

According to the “Additional Capital Buffer Requirements for Commertcial Banks” within Pillar IT (Decree N176/04) rule,
Georgian banking sector is transmitted to the International Financial Reporting Standards (IFRS) from 1 January 2023.
According to the stated principle of the NBG, while transitioning to IFRS, other things being equal, a neutral approach to the
cost of regulatory capital must be maintained on constant level and the capital adequacy framework is amended for this
purpose. Credit Risk Adjustment (CRA) buffer is added to the Regulation on Determining Capital Buffers for Commercial
Banks within Pillar II. The purpose of establishing CRA buffer is to reduce the credit risk caused by insufficient expected
credit losses set up for assets and to determine an adequate capital buffer.
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29.

30.

JSC Liberty Bank and subsidiaries

Notes to 2023 consolidated financial statements

(thousands of Georgian Lari)

Capital management (continued)

NBG Basel I1II Capital adequacy ratio (continued)

As at 31 December 2023, based on Basel III requirements, the Bank was required to maintain a minimum Total Capital
adequacy ratio of 14.71% of the risk—weighted exposures (RWE), minimum Tier 1 Capital adequacy ratio of 11.43% of the
RWE and Common Equity Tier 1 Capital adequacy ratio of 8.96% of the RWE computed based on the Bank’s stand—alone
financial statements prepared in accordance with the NBG requirements. While, as at 31 December 2023, actual Total Capital
adequacy ratio, Tier 1 Capital adequacy ratio and Common Equity Tier 1 Capital adequacy ratios were 15.35%, 13.34% and

13.19%, respectively.

The Bank’s capital adequacy ratios calculated in accordance with NBG Basel II/111 requitements were as follows:

2023 2022
Common Equity Tier 1 capital 401,372 318,183
Additional Tier 1 capital 4,565 4,565
Tier 1 capital 405,937 322,748
Tier 2 capital 61,135 57,038
Total regulatory capital 467,072 379,786
Risk—weighted exposures 3,043,201 2,609,883
Common Equity Tier 1 capital ratio 13.19% 12.19%
Tier 1 capital ratio 13.34% 12.37%
Total regulatory capital ratio 15.35% 14.55%

Events after the reporting period

As of 29h of February 2024 Liberty bank acquired loans from JSC Pasha Bank Georgia for the € 57,288 thousands. Loan
Book comprised of € 48,029 thousands Credit cards, € 16,394 thousands Consumer Loans and € 72,783 thousands

Undrawn credit card limits.
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dmIbTom9dol »ds0Eqglo EMBOL F0RMMEO FodmMmEEOWgds IMBOWIMHO s 0bEHIMBYEHBB3I0L
3EoBBMOHIGO0L BodwYsEgd0.

o 05630 51939 F0Bbs OLEHIZL sboeo MTHAsMYOGOOLMZOL 3OM(3gBJOOL oRJIMYOS/oToEIE0390.

o b56sBIMms @S LME0sEMMO© ©s339w0 BYadgbEGHOLMZOL BsMmM BobsbLYIMO gobsmergdols
99L5dgdMdJOOL FJ0535HgdgOMb Mo, sg3g 8984985300905 06M35300IM0 3OMPIBHJOO.

30963900l 3cmdbobeyMHgds

o w0d9M00 03630 5HOL IMIBT>MBYEBg MH0YBEH0MGOE0 B0bIBLMEMO LgMz0Lgdol Jodfm©gdgwo
@5 530690 55M3YML dTBTMYdYES FMABbMGBOL S FOTMEFPOWGIOL FYEHO© FOVMmD539ds.
50 dbM0g, d0dEobsmgmdL  dmIbIsMgdgms  dMALIBYIMGIOL  FMEIEEOL,  MORBODI30MEO
3300903900l 5 IMIbTsMGOGms Boh0gzMgdOL JoMMZOL Qodx MdIYYDS.

L53M9oG™ MHgodE0bygdo
o WOodMmO  d5630L 2933538 Lo3MgOG™  ©90GH0bygdoL  odxmdILYdIL  M3AYE350056
39ML3gd@o0gsdo.

J 09630L Moberglio Lo3MgoE M MJ0E0bAJd0 25dM0YMM9gds 90 absoMs:
o Fitch: B+, 3g6L39J3035 - UGo00wMH0, 356sbargdol Mms®mowo: 4 s330LE™ 2023
o Moody’s: Ba3, 3963943039 - 6gao300M0, 3565bargdol ms®owo: 3 dsobo 2023

©5530656l5gds

e W0d7M0 35630 F0BB5 OLbOZL o5MBX MBGLMUL/o5Mm3EH0F0BOMML IBOBIBLYDOL LEGHOIE IS s
399009ggbml Iglodwrgdemdgdo Bmbo®mgdols boxol TgbsdEomgdes@. 3sLmsb ©s3938069d00m,
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09630 5306090L  003MIGML 9653IOMIMBS s 30FMB03S305 BogMHMMOOLM 456300560900l
130656LwYG 0BLEHOEBHIOMD.

33300 ©5 BOE0sMEO 3slbolidygdaneds

o 09630 9JGH0mmo© MHYmdL byl gocgdmbiomzol LoboMagdwm, Lo sbdsbsmrgdwm s xsbs330L
CSR  36HMm9d3HgdlL, G0Iwgdoi d0domm)emos bssbdmwoms ©s LyBMYsMYdoL  IMFY3wsO
Bofoemol Lo FoMmgdgd by, s15939 05653dMMIGOOL X 96IOMYEMdBY bermbzsby.

o »003509  ymomgdo“  Losmsm  mxolbdo - Loy  39dmygbgdeo  Jomeergdo  MH™m309ds
39553 853905C.

. Mol 3m330993HGOME0 S BobBLMMO gobsmegds 60+ SBo3oL 5sT0BYBOLMZOL, sbews 339
Mb50b.

. bLMEOEIOHMIOL BMbO 22 ersdg Mb3MP9350 OO 3530963JIOLMZ0L S MIYIBOMOE 300l
39b@®0 Fdad d5333900LM30L.

o 300MBsm0  goslobsgdol  sxkgobsblgds  d39ybol  sldBHedom 52 mogdglogMols o
dBMm96390MdOL LobErolmgob.

o dos x3mbo  56538OHMIWGdOLM30L 2o  gHMIBgMolmzolL®, GMIgwoi  356gdools
3900m©do  dgoddbs @s Tomo  mxsbol 93090l gbdomgds K sbIOMIWMdOL  459s6gLgdoL
d9dobgggsdo.

eb®oro 2.3.1 8s630b dorsz560 bh®sBdgsoryemo dsb39698¢7980

31 3033960 2023 | 31 093908960 2022
993978905 5J30398%9, (35F0G9dmmo), % 2.09% 1.87%
13998905 393039 BY, (39Fwodhgdmwo), % 17.81% 16.56%

31 03033960 2023 | 31 093906960 202
0560 Lylbgdo 2,857.98 2,426.42

2.3 06gm®mIs30s Bo0segdol Bogdosbmdol dglobgd

05630 §oMm0moygbl gMm-9M0 439wsHg BoOMM FoEr0segdol Jugerol IR MdgElL Lods®mggarmdo.
05630 dogaro Lodo@mz9wml AslidEod0o HoMmdmEygbowros 456 BOWOSWOm, MMIGEO YM3GLNZOMSE
q90LsbmEgds 1.6 Bowomb 3wogbBHbg dg@L. 2023 Herol 31 ©H39006MH0L  dEPMI>MIMd0m  d630L
BOE05¢g00 S bgM30L (3963 MYd0 Bofloergds d9dgabsoMa:

*  BOWO0SYd0 s bLYMZ0L 396GHMYO0 — 149

¢ 1393050 BoMYdMo LgH3zol 396G Moo (Specialize Outlet) — 154

e 3MB0WMO B0oswgdo (LX Mobile Branches) — 102

e 9Ju3GMaLL gowoswgdo (Express Branches)-51
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3056 0oL 963500090
N CN39A0N

BOE05¢g00 s bYM30L 396EMYO0 BEYOSMYMBL LOJoOMMNZI ML Y39 Josgdo, EodSLY S MOOMbMWO
396@®30. 139305 0HoMYdIMo bgMzol (396GHEMId0  galobMMYds LogoMmzgurml Imbobagmdsls obgo
LEAHOBIFON M353090DY, OMAMMOG 5M0L: LobobL3zMM-45883900 3643700, Ll IMALEBMEGOOL
b55396G™gd0,  0MLEOEO0L  Lobergdo,  dgdmbogegdol  LsdbobwMgdo, Lobgwdfozm  LyMHzoLgdol
2963000569000 BosggbEHMYd0 S LHZS LEAMHEJFOIWO WMIS30JO0.

05630 299403930 {aMEGH0wgd00m Fo6dmqb0wos 439w LbEgdme 3mbJ@bo s Lmggedo, Lo
dmbobergmdsly Bodwyoegds 993l 300ML LMo LBsdE3M FMALbmEMYds. FMBOMMO FOPOSO  SGHOL
9d6530 35630 (53 ™IMIOWO 50 FYMH300 39J60300), HMTWOoMs3 35630 LOYIE LdS6 M FMALILLYMHGOS
H93L Logdo®mmzgenml Imbobergmdsls 67d0lB0ge sEYOESL, G501 MEOL Jo®owdmosb MHga0mbyddo.

2.4 33093900l dodmboengs
2023 ol 31 09399060l Bsmzeom, 856385 Boo@o®s 899090 33¢93900:

e NPS, SCAT,CES - 9m3b3s60909ms 3059530900l 5 ¢r0m05¢mdols 33¢0939. 33¢930L 906356
d0BbL  HomBMmopgbs  odgMmol  IMIBTsMGOGIOL  3T9YMBOEIGOOL,  WMOSEIMIOL O
9dLobwym9d0L d0gdol LodsMEH030l Fgxuslgds. 33e935 GHOMPOYdS YNZILNZOYMI.

o IO G9MEIdS 3565FIOMIGIOL W MOosErMdOL 33935 ENPS, Hmdwol d;msgs6m0
90b5605, 096509M:MIGEmd WMOEMdOL MBOL s MLYIMo 3OMIWHIgOoL S dEwogHo
db569900b g59mM39bs. 33935 B30 dsB30L Joge HR 09g35639896¢ b ghmso.

25 259mbgoEo BSIMMIMO 5J309gd0

2015 feols 12 bmgddg®l 056385 499mogbos B39w9egdcm030 5d30930L 45dmbyozol dqlebgd (d9damddo
»390mbY035), M5 OMLE 00mM B39wEgdMO3 5730530 49o0bss 0.0179 M0, s A53MLYOEYIEO
B399 gd61030 5430990L FoJLooIMTSs MroMYbMdsd Fgoyobs 1,045,428,327, 56v9 99933900 ©o
239653980 B39vgdMog0 5d30900L dosbo Gomgbmdol 19.00%. gosdmliyoazol 39MHOMEO
23960LsB3MS 90 35096 IOEO O FodMEbIEYOOL MMO0MOEL 2016 ferol 10 ;mgdgM3zwsdoy. 2016
ol 31 ©9399060L dMI>MYMdOM, db3L godmbyommo 3Jmbws 1,045,428,327 B39memgddo30 5d3os
(390033900 s 2obmogligdmwo B39 gdmo30 9d(30900L dmosbo Momgbmdol 19.00%) s
3bg0Mm0aLHMMgds3 LOMEsE 3JMbS Fobbm®mEogwgdMo. 2018 gl B5630L TogmM0EMTs 5d30MmbyMds,
XOOR056  Bo0bgbdogw a3  80.30-0 dobo  3mmzbowo 1,573,680 36G030gR0M9OMWO 59300
©553mbggM@0ms 31,600,000 B39mMwgdMog 9305, 300300 0000 5d309d0L  3GML3gdGHoom
39BLOBYZOMMO  IOM3MOE00L  Fom35eolobgdom.  3mb3zgMEGHogool  dggyo  GFG-olomgol
B39 gd61030 5d(30900L gooEgds 056305 gobsbmEmE0gws LobsBobm 9J309d0@B, MOl 9IRS
B399 936030 450mbyoero 5d309d0 d9d;30tMs 1,013,828,327-dc0q (2017 §.: 1,045,428,327).
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2.6 153M90GHM, LLdIBOM, 0330MBdOL s Bbgs Molizgdol 8o8mbogngs

MoL30  TBILB0SMGIJ0s  Lodb3M  Loddosbmdobmgol, I3y MolZoL  TsGMZS  bMM309wYds
399m3e960b, 99x35L9d0L s IMboGMM0bYolL »MfiyzgEHo 3GMmEgLol dgdzgmdom, oLl odo@gdol s
30bGOMol bgs 39dobobdgool godmygbgdom. MHobzol Jsermzol 3Gmglbo dbodzbgwrmgzsbglos 8630l
093930 308g90056MdOLMZ0L s 35630l MOMMYMO 3060 sbM0TZ5 YO0 HOLZOL 3mDOE0YdbY
dol  FogH  5gdM  35LbOLTYGOMIGOMID  ©53930069d0m. BB30  PSL  Lo3MgOoGH™  MHoLIOL,
0330000l G-OLZOL, LodsBEOM MHOL3OL, Lom3gMo30Mm MOLZOL S Lb3s sM9R06BLYMHO MHolzgdol Hobsdy.
05630l d0ge FogdMEro MOLZOL FsO™M30L LEHMIEBHIOS 5©PIBL EoLYIZgd0 MOLZGdIOL 0ToEHIdOL
RBoORYGOL  MOMOMYM  MHOLIMD s BOBOIL bobMIb FodoMgdsdo o  MHBOWMB3gYmxl  dob
d9L50530LMBN.

2.6.1 ®ol3gdol dsmm3zol dgdsboBdgdo

05630L Lodgmgzoym@gm LodFml 930LMgds LogMmm 3sLwbolidgdEMds 85630l MOLZOL FommM30L BsGRML
9990b65b5> o BYsTBY39WMdsDBY.

05630l ®oL3ZoL FoMMZOL 3MWOEBH03S 0MZ5¢0oLFO6YOL 85630l MOLIYIOL oEAIBLS s SBsEoBU,
d9L505dolo  GOLZOL  WOTOEHIOOL s 3MBEHHMEOL  F9JoboBIGOOL  goblsbwzMol s  Moliggdol
9mbo@M®0bgol s 0doEqdol 330l J0BbOM. MY bEYds HOLIOL JsOMZ0L 3mEwo@03ol
5 LobEBHYIGOOL 2oobYZS BIBOOL F0MHMBdYIOL, 3MMPYYJEIOOL s FgIe35HYOo FmMALobmEMGdgdOL
330090900l sbobzol dobbom. 3563L, FoMmM30L LEHIBIMEHIOOL, 3OHME3JIYMJIOL s BHGMY6ObAJdOL
39939Md0m, 543L OL33e0boMYOEO s 3MBLEMWY30wo 3MBEHOMEOL bydMsgdgd0, LoESE Y39eEs
05659d0MIgands 030L 530L0 3630900 S 35¢YOXYOIOO.

6ol3oL B35y 969008350 306900l 35LbolidydEMds  0m35woljobgdl  dsb30L
d9L50580LMBdOL  MBOHNMBZgEYMRLL 630l BodgmzowymMgm LodFml oge AobLEBOZOWE RAS-m5b.
d9L50580LMds  YBOHMB3gYmBowos RAS 356589@®M900L Mfiygzgdo dmbodm®mobyom. ©oMmgddm®mms
LodFMlL  5dBHoMMo BN MWMdOm, GOLZOL  FoMM3oL  BMBJ30900  MBOWD3gWYMRL  Lomsbom
300996035300 @5 398F30M35cMdsL 439es MbyHY, Mool JoBbmdMmog F5B39600egdm™sb, ®olzol
36OMmBowol  MFyzgd  Imbo@memobymsb  Molgol  @oledz9d  EM™bglmsb  BodsMmgdom,  MHOLIMD
053930800900 oBOMLOWGOIOOL  OMME  gIZoSEOSMID s F9dsMdogdgro  DBmdgdol
539393560056 ©53538069000.
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Goligols
Bstor0l
B ot

®oli30b dxogol Gagbozyoo

056300 ®ob3ol JsOM30L Ps®BM Imo393L 999009y MM 3:33mbybEL:

1. Mobzol B30l 3006303980 0:35¢olifjobgdl Mol FoMmM30L LEHMWIEHIGMOL Mom©ybmdMmog
L593A39L, gbgbos:

> 60ol3900L JsMmM30L 9539dBHIO0 3 EHNOOL bgerdgfhymds;

> (oL3BY 96560335090 gds d0DBYL bobgdol dobgwzom;

> “0l3900l MM 30Ydgo 396G MEMmO B9gEsTbYL3gMd;

> 390535609390 3:63956EGHM30930L 15300056 5(30¢9ds /96 FY3069dY;

> 0l3900L 9358300 393w 9bs™dOL, 9x3sL9dsEMdOL s J>MMZ5EMBOL BOHWB3gEYMR..

2. LGH®GIR0NMo  3M0BE03900  0mM35¢oLbYAL  boMolbmdMOg  35B3969dgdL,  HMIomss

0bgdd©3569egdL ds630 LEBYPITBY3gE™ GobbLYMHO FoBbYdOL FowgzoLol s MMIWoms3
0DBmIgds b 0bo30530390Ls s 13630l JogH MHoLIOL ELLYAZ39d ™Mbl TGOl Tgmsbbdgdol
bse0lbo. BEGHMEJA0MEo 3006303900 IM0o(353L F9dgRL:

> 49965000900l godsb30gds 3magdols 365350R9MM36935Dg, boeolbls o biESd0wMHMdSHY;

> M6096GH06905 A0MHO0MS© LJI0BMBSBY 056301 3Mb3MY6EMBIMOBO M30EMSEBHIMOYGOOL 95399E IO
399my9bgdoom;

> ©OoLE303W0boMYOMWO s TgHRI300 LEAGMOFJ0I0 0639LG0E309d0L ABBMMEF0gEgds.

3. LsBgsdbgggwmm gobsblyymo 30Bb6gdo ™Mo bE0MmIdIMWOs 5d30mbymms VOMYdYGdOL
05630l 15gd0sbMdOL BOMYER0BObYOL BEAMIMBOL AMAIE35©0sb 39ML3gdE0390bY. s0bodbrmwo
906900  MmMH09bGH0MYOME0s  35303HOwol  Fos  29bgM0MgdsHg dmygdol dyMeo  BOOL
L5®319d390BY, MG bgwlb MHymdl 056308 (3MAsL 3530@9WBY Lomsbosm 3mIgMEowo
3000000, ©5  9©I339GO0  3530Bowol  FgbsBMbgdsBg 056308 BOLIOL  IOMBOWMH
9d0056(>00905d0.
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4.  MoLzolb sL¥3900 EMBOL TggBYdYOO 0m35wolfobgdl ™mdogBMe dsB39690¢gdl, H™Igeros
Dozl HoLZL s 9L d5630L JoLaMgdo MHOLZOL EMBOL FMMIMPOMYISL. SBgmo Tob3969dw9d0
MBOHMD39wYMRL 303800 MHOL3OL FoIdoL BoJBHMOM0Z M3YMO3090LS S MHOL3IOL FoMMZOL
3606303900, LEHMBHIFOM 3M0bE303908 s LaHgLTbgZgEM B0bBLYG dmmMbmzbgdl Tmob.
5060360 35639690¢900 80393l 3930G90l s Fgambegzeqdol 3m9303096EJOL, LodsBOM s
©033000M30L Hol3ol wodo@gdl s LEIMIOGM S Bsm3gMoEoM MoL3oL BoBBYOLS S W0ToEYBL.

Lodgm350gYMHYM BsdFM JOMN30MM3BMWsE 35Lvbolidygdgw0s MHoL3YOOL oHIBIL S 3MbEGHMMEBY;
099939, 5OBYOMBL (35¢039 53M+)300090JI0 MEMRRIBMYd0, HMIGOOE 35LIboldygdgEbo 5M06 Mol gdol
3503585 5 MboEHMM0bABY. d3b30L d0MOMI® MOLZYOL FoMMogl J390Mmm F0P0MYIO 3030EYEHJOO
Q5 9609900, COMGIGHMO™S LOdFM BodFML 5JG0M0 BIOMNYWMDO):

o 1536M90GHM MHOLZL FoMM3L LEIMIOGM MOLZOL 3MToGEHGO

o ©033000M30L MHoLIL oMMzl 59EH03900Ls s F5eIOIEGdJdOL JsOMZ0L 3mTo@g@o (‘ALCO”)

o L5BSBOM MHOLIL oML 5JFH039dOLS O 35 YIGdGdOL JoOIMZ0L 3T0E GO

. LoM3gM530M MHOLIL FoOMO3L LomM3gMsE0M MHOLZOL FsMHM30L 3m0GHYEO

o 063mMA5300L  MLOFOMLMIdOL @S BYIbmemyome  GOLZOL  JoMmogl  0bgm®Is3zool
MBoBOHMbMYGOOL 330G GO

00BbgL bsHgdo [omdmowaqbgb 08 Mol 3gdbg Ims356 3sbwgbolidygdger 9MHMYMEgdL, MHMIGdOE 393w gbsL
b9696 ym3z39wEo® Boddosbmdgdbg s M3YMo30gdbY. dB0BBIL 3OMEgLYd0 FmOoEs3L Tgbodsdolo
60ol3oL 9OMgMol FoMdmdsgbargdols dogH Flcrargdmeo Boddosbmdgdol 3mbEmmwL. Gobzol
35Om30L6  BY6;30900L  dJmbg 9B gMEgdo, OMIWGdOE  ©ITIMI0WIIGO0 506 JOMOMOEO
15g3056MdGOOLYSD, TMbsHowrgmdgb MoL3gdol JoOmMZoLs s Jos 3MBEOMMEdo. olobo FoMdmaoygbgb
30630l s 330 dgmMg bsBl, 330 3003960 bsBo MBOHMB39WYMBOW0s dBOBLYL BMbJ309d0L
9Jmbgy 9By gdom. g390mm BsBMmmM3Wowo ©Y35ME999bEJO0/gobgmz0egdgdo  3sLvybolidygdgwbo
56056 153MgoEM, 0330MB0L, LHdSBOHM, LoM3gMHs30Mm s bb3s BobsBLYMHO s 5M5530bsbLGO
6013900l YmM390EO0YIM FoMMZ5DY:

. MM560Bs0wo Gobzgdol dsemzs (ERM);
° bobobs;

o L53M9OGHM MOLZOOL JoMrNZs;

o 3690039d0L 5ToboLEBHMSE0s;

o LoM3gMm30M MHoL3gd0L dsOmgzs (ORM);

J L506RMMTS30M MLOBODHMGdS;

o MBI MYD;

J B0l 25mgMYd0L Foboswdgy dMIMns;
J 39606390 MdsLmob Tglodsdolimds.
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3050m039mdOoL 565003900

15g9056mdOL Jodmboggs e n 3 3 ﬁ m n

93900 339090 3bOOWO [oMmdMmoagbl HolZol oMmmM30L 330 Lsd boBL:

badymzamynfmom badgm

mobijdob ymdodEyEo snmadob jmdod3S0

dn@as spEndEn
(apaob Sgbady

LAl
Liadym

r )
badabmm Mmoo mifgabnBagnymo
mob ool dafmomza
e
e
bababobm ma
4a3n@smab Molbin batnba
b A

Lazmomodm Lasfymndm

a4 B m maoly,
STEaOm T 3mdn@adn fnbnb Bafmga

15 gabymmnomada

bam3gfsgom
malign

am3gMmagnm

ORM 3man@&adn fnbgdnb Gafomga

r

a3l 8gmfmg Bato

dohbgb dndsmoymydol mEofmydmmgydo/onbbybol

dmmmagmadn/Foba babhob mabeddmmdmydn

@30l 3ofMagmo babo
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2.6.1.1 b53MYIOGHM Mool 3MmBoBg@o

1536M90GH™ MoL3oL 3mFoGIAL 930MYdS LogMmM 3sLIBoLIRJIWMBdS MEYIBOBIEOOL MbYbY yzgws
030bL 30Dl Logd0bMBILMB 3538060 Ld3MIOGEHM MrOL39d0L FoMIMNZ5DY. 3F0EIBHO SLOYIEOL
005356 ML 15630l 3O GHRYdo Fglsderm 3609369wm3s60 Lo3MILOGM MOl3gdoL 0I6EH0R0 353050
Q5 593U LEdME MM 2o(Y39G OO0l B0MIOOL MBGdSTMBOEGDS F9935H GO Bo3MIOOEGM MHOLIMO
05353800900 3500390900l 593HI0EJO0L 96 MoMymRol Fgbobgd. LozMgo@™ MoL3oL 3mdodgEds
8908998535 11536090GHM MOLIOL FgBsLBYOOL 3MWOE03s S 3OMEJIVYIOJO0, MMIJoi FggLodsdgds dsb3ol
9dmgddgo ®ob3oL 3MMxoWwL s dMmdogz5¢o BOEOL gqadgdl. Bs3MgoEM MOoLZOL I3sMEHTIBEHJd0 ©s
9609 gdo  MHOHMB3gYmRab Ls3MgoGH™ MHoL3oL 3M3oGYGHOLMZ0L 0bBMEOTs300L  dofirgdl.
9MLgd0mo b3MIOGHM MOLZOL A5MgImML YBOHMb3gymRol JoBbom ©I0bghys ymzwrolidmd3ggwo
306GHMol s dmbo@mmobyol LolGHgdgdo, HMIgEdoi 93580ME SMOL oblsbL3MmIo LozMgoG™
6030l JoOr3590 BoOMeo 39MHLMbsol 53bJ309d0 s 3sLbolidygdermdgdo.

L53M9OGHM MoLZOL 3MToBEYEHOL F635M0 35BvbOLITYIOLMIYOO.:

o 6ol3oL JoG030L LEAHOMIGHVIOOL S 3MEOEOI0L PoIbYL3s O WITEIO(3909;

o 153M9OGHM MO0l FEZ0EJ0S IPIBOWO 0T0EYIOL Gotyegddo;

o LodOBLM o Bosblige®gdg  Lo3MgEoBH™ s  3MbiEgbGHMo300L  MOLZgdol  FsMmM3s @
b9©3bg39Mds;

o 1536M90GHM 0doGJIOL FobloBOZMS 36009bEHOL 35300l S M3GMH300L GHodol Jobgz0m;

o 15309OGHM MOLZMD 53938060930 Fqlsderm Do®moErols Fobolifjot oY9bs;

o 3690003 900L Lomobsm 5d0bolBMsEo0l, Fgxsligdol s dmbodm®mobyol 3MmiEglol Fomdmgds
439 30BbgL boHby.

2.6.1.2 53303900L5 ©s 35¢YdwIengd9gdol s@m3z0l 3moGgdo

593039005 @O 39O g0gd0L  BoMM30L  3mToGIEGHOL  F0MOMOEO  BYBJ309005  3530GSEO,
©03300Md0L, Ls3MMEIBEAHM s B0bBLYdOL MOLZgdIOL BsOrM3s. 3MBoBHIGHOL 30X MM GOl

3969650 M0 0MYJEHMM0. MmOYBoBsEGOIEo MHOL3GOOL FoMIMNZ0Ls O dOYXIEHOMIOOL FobymBowgds
98393GMO0  25005(Y393H 0ol  Jobomqds  FoMdmoagbl Mgwg3s6¢ e sbseo@olme dmbs3gdgdl.
993H03900Ls s 35¢YIYgdgdoL B30l 3moG GOl T9b39MGO0 BHOMPIdS YMZIWMZ0UYMOQ b
6900809 OML, HMEYLSE LoFoMm Bs0MZW9ds.

393H03900L5 s 35¢Y0E0gO0L FoMmMZ0L 3F0EJEHOL J0MO0MOEO JoBbYdO.:
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3056 0oL 963500090
N —— CN39A0N

* bgd-ob Jobgx300 3530B9WOL 509335 ¥IMMBOL FoMMI5> S 3530FHIWOL 3MMPBMbOl
965¢00%0;

333003@0[) 6)0[)30 * 93060303960 353050l JoMIMZ5 5 FOMOMOPO (33¢0gd9d0L 565¢0B0;

* 5MINWO 35353MMLOWGdY0 0600035G™MIIOL dMboGMMObo s Jo30GswOl
33500 bAHOIL-AILGH;

* ©5530656L9d0L 39adoL 939353905 33630L LoobzglBogom dgbsdagdermdgdols
3903500006 gd0m FoMd0 W033000MMO LEbLMYOOL MOZ0D SLOGOWIIWS;

* 5MIMNEO oF>BOMOHLOGOJ0 0600035GMMIdOL Bmbo@MMmObyo ymzgwmzom®o
033000030 LEAMYL-GIBBJONB GO s Fglvdsdolo Jiggdgdo FgYRIOOL;

* @033000MB0L HolZoL JoGH0dE00L 0BLEHMMIGDEHJOOL s 5gEH039d0Ls S
350©Y09g0900L 3500006MmdOL 30BO00L JoMHMZs;

033000Md0L MO0

+ LE3OMEIBEBHM §565339000L5 S LESOMEIOEHM 45653390l 35C056MBOL 3MBOFOOL FSOMZS
LsdsBOM Golzo GIOO™ 3262339 © 396G™ 3365339070b 3> G 3
* FX 3mboEool ds6mgo;

* 306005060 L3O E3gbGM 3565339070L sFglgds Lgbbgdols s goMsbEogdolmzols;
BoLSYdS * BoEOEYBLMB J0B>HMGB0 3539890 Lglbgdol 959G IMO LadB™EI6EM 3365339000
306GGMOo;

5353 9d0m, 3mdoBgBo fgbgdl odoGl d3563005dmMobo  3MmbBHMEIBEHOL GolZobmzol. 3mIodg@o
05300 oMM 35L9bolidy O MdYOOL TGP gdom, YOO MBlgwYmal Jglsdsdolo sg@03300l s
35390930l JoMMZ0L 30030l 893TFo3905L s FobbmM30gEgdsL. s©0bodbmero 3mwodn3zs
3oL 3053500 Lobgddm3sbgarm 856308  LodsErsbbm  sbas00dgdslmsb s dob dsB39690 936
0539380609000 OO FMBOEMOOBYOL O WMTs 565¢POBOL FgiHyegdobmzol.

2.6.1.3 m®560B530ME0 HOLZgdOL JsGrmngs

O560Do30ME0 HoLZGOOL FoMMZoBs s BOYXIEH0MIOOL 2obymB0wgdol JoBsbos LogMmmbgqgdols o
d9L5dEgdMBYOOL L939009LM OBIEBLYOOLMZOL MOLZ3OL Jobsmqdo ™ol dgbs@Bmbgds - Goligol
51593900 EMbOLS S B FMLS S SOV GIIO OMYJBHMOGOOL OBV BEBHGMSEHYYO0OL Tglsdsdols.
™mO0b0Bo3omEo  MHoL3gdol  JosMmMz0lLs @S BOIXIHOMIIOL  A9BgMBoEgds  L0bEHIMGGOE0S
mO2560Do300L  3963005M9dLMB  ghmo©  MBOHMBZgYml  EsLsbwo  doBbgdol  Jowfgzs o
M560Ds300L 54303900l TgboxgMolo BoMmM3s, sMOLILYMZ9wo JMm3w9bgdol J9YAO© WIBs3MYJdOL
5300056 500gd0L Rsmgzwom. gl dmoEsgL MMPboBsEooL Y3zgms MbyBg sMLYdIME bo3z0mbgdl.
0050039 Md5d0  MmMYsbobsEoIEo M®oL3gdoL FoMm™M30Ls S BOYIXIGHOMJOOL QobgmBowgdol HMEO

0MLEHH0MGOMWOos §390mm dmEgdme sbMowdo:
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3056 0oL 963500090
N —— CN39A0N

00565039¢n85bs @5 63560 bsgoryemo Golizgdol dstomzols s Boryxgdotgdol gsbymzoegdols 3530060

30Bb9L 39305 ©d LAGIGHIF0S
b®6’5(8)33°° 3003035 ©d d5MNZol 3606303900
©>5 30bBgdo OIBIWIGOIO G3L0IDIBO

@O™Oob 6300Ld0gM dmEgdmer dmdgb@do Mobzol
36mxz0@ob 3m6@dudo 8gmsbbigdwemo dBobbgl agadolss
5 bAHMGHYH00b, BoBEIL 3BMEgLYdOLS s LIMEGHMMEM
59(3H03mdgdoL 16b3zgEMOL MBOHNE3gEYmBobs s
393351980030l YO 5JEHOZMBYdOL X 5T

3008996035309

60%5015 3 6)('1(301)360 (95 @030¢gdol 3MbGHOMO s BYITbYE3gEMdS

B 3bgam0dygds
3™ o 200 b0 GaMEs309d0L ©IBYMH3

mMQ560bs3omwo Holggdol JoMmM30Ls S BOWYRIGHOMIOOL A3BgMBOWGds byl MHygmdl MHolizgdmb
05393800900 15dd056MdGOIOL FoMIMZL, MMYMMYIOOESS MHOLIYOOL 1539MYMS S 3BsEOBO, MHOLIHdOL
9bgoMm0dy90s, S IM0353L OLYM bHZOMBYIL, MMIWGIOEG 56 5MOL FoblsBOIMIEO 3Mb3IMgEH Mo G030
60l3d0. 2964mz30¢9d0l oMo BMbJ30900 ImoiogL:

o 3930350l 5009335¢OMdOL Jogs FgxsLgdol 3MmE3gbbg s 5060l 293d0b MIMAIBE305BY
35L9bolidygdmds;

o ©00M9JAHMO™ BsdFMLs s Bodgmgzswrym@gm LsdFmbomgol bgwols d9fymds RAS-ol dodmboengol
360Hm39LOL 3MMOPOb0MYd5d0 s RAS Gqlsd530LmdoL IMboGHMM0bY0, 3MBbEGHMMMO - sby>M0TYGds;

J Lbgoolbgs 3Hodol LEHMGL-GHIuEBHIOOL Bo@o0M9ds MmMRBODBIE00L MbybY;

o bsBobol  ©7356FIPGHMB  Yym3gw@on®o  30m3Mmbo3sgos s ALCO-bLegol  sdsEHgdoMO
0b6g3m®ds:300L dofirroqdos;

J LoBYoIbYE39EM MOLZOL FoMIMZ S SBYMOTYGdS.

26.2 ©m37996¢0 MHoL3OL L3900 Mbols dglisbgd
2.6.2.1 ©olLgol 93500 mbY

05630L 158935y MMHgM LsdFM 35UboldygdgE0s GHOLZOL oMMZ0L LBEBHMWIEHMEMOL gddbsls s dsbzoL
MoL3oL L3900 EMBOL  PoblEBOZMSDY. B3Ol  MOLIOL LLYIZYd0  MBY  YobLsbBLIMEos
©™329996@30, Mool oldzgdo MboL dglisbgd (“RAS”). HolLZoL salydzgdo mby 2obolabrzmgds, 0d
6HoL30L G03930L s MbOL Lobom, HMIOL Folorgds 15630 FBs MOl Mogolo sg30MbyMgdols s
395650619990 Labgeroom Job bGHMSGHIFONW, B3B3 s BHMBBogE0Mw dBoBbIL M3gEs3090d0. Golzol
©5b533900 MBY  9BMbIGHMWO0S, MHMYMOF  3MEIOIGHMO, MIMEIBMIM0Z0  BoMRWGOOL  3539G0
bbgoolibgs Ladolgm Loddosbmdgdbg, MHMAEOL 3OMLOMYdsE 5O Mbs dmobobml 8563d5. RAS sliggg
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3056 0oL 963500090
N CN39A0N

239BLsBEZM3L  Bbgssolbgs  0do@gdl  3mbEHGMsR96GJOBg  3mb3gbGHMEo0L  MHOLIYdIOL 3930056
3bSE0EYOES.

6030l J0gdol glodegdMds HoMmBmoqbl dsb3ol LogMmm JglodwrgdewMmdsll 3ooML 3m@EgbzoMo
B50. MOLZOL 3OMBOWO 5MOL 33630l HOLZOL 3MOETBYOL I3y SbEb3s MOl 3b3MYG M
993D (HoObryaro, 5{agm 56 3mdszse0). Mool olsd3z900 EMbY 56 s®OL 33630l JogH Molzol
300900l J9glodgdeMds (s ©96s 0gmlb JoliBg Bogergdo) s sligzg Ggbsdwrms 2oblbgsgwgdmgl ds630L
60l30L 3MMR0WOoLYE. HOLZOL 3OMBOWO BMYSI WIBIWO MBS 0gmb MOLZOL LLEIZ)d Mbyby.
6H0L30L 3OHMBOE0 F90degds Fo®oo 0gml MHOLZOL LLAZ390 MbYHY 259mbs3wrol d90mbgn39ddo
(855005, 13630l MHoL30L LTZ9d0 MBOL FoTMbIGMWO 33K0IOOL s FMY 03329IEGdOL Q5TM)

OHMOL 99HBOMOME S IM3wg 3960m©90do.

2017 H9aob sboends 995600390058 3905HY303 0 MHobIoL olsd3900 MBOL Fglobgd M 3TgbEo (3539
©M37396¢>5© ©593¢303900bo.

6HoL30L 1533900 MBOL Jglobgd M 3MTIbBHTo SEFgMoos B5630L doymdgdo 8909y MOLINOMIb
30056mqdsd0:

o b53M9gOGH™ Moo

. Lobsbobm s 3930Eswols Golzo

o L5BSBOHM GHobZo

o LoM39gM30M MOLZO

o Lbgs 3609369crm3560 Mol 3900

05630L ®ob3ol sLYAZ3930 EMBOL HBMIYdO FoBLLBPZOI0s BB LEBHGMIBHIHMEo Jobbydol JowfgzolL
©5  3dIRMOJLYdOLNZ0L  LBobgEddw3sbgm  Bomomydgdols  @s  MLOBOHDBMYdOL  BMIGOOL
MBOHMD39wymaol Jobboo:

> 3930350l 50093353 vOHMB0L MBOHWH39wymes BxdoLdogH EmMUL;

> ©033000M30L 5 ©x0bBLYdOL  MoLZOL Lomsbsm FsGM30L  MHBOWb39WwYmes, OHMIgEos
dmoiogl: LCR @s r033000md0L 300995303096@¢0L 99656B1b9dsl bobgsdbgggwrm dmmbmgboqr
9060043bg Bgdmom. F9BOM©398L gOHMo  300096G0L Mool 3MBoEogdbY; 3Mb39bGHMSEOOL
©0doBgol; BLEAHMIL-EJLEHIIOL BsBIMYOSL (LOdSBM, MdOWO s 3dodg F9dmNb3z939d30) S Lomsbsm
©0390L0B0E0MJOYWO IR0LIOLYdOL LEGMWIBHOOL JomfgzoL s F9bseBbgdL;

> Pobolifomo Ggxslgds JomomgdIe MHobOL 53398 MBYLMD 3538060900 Mbs FoMmgaobmls
L5339y gem  LodFml  360d369em3zsb0  sbowo  3MmgdBHgool /  0b3gLEGH0E0gdOL,  sbogo
360G gd0l M35LIBOOLOM, s dSBOOL sboww 11gadgb@do 56 dBoBbgL boBgddo dgligerolmzol;

> 9M5@0 930bMT03MEm0 LyMRJOGEOL FgbsdsdolMdOL gbsMBMBEYds 5©0gdM FMZOEIYMBJOIME.

QO0M9dAHMOMS LYdFM YMm39wHoMES, 56 MM mEbywo (33oEd9gdoL 9dmb3zg35d0 YMREMM BA0MS,
239boboogl s 99330390L dsb3ol MHoLIOL EolYIZgd MBIL 0dol MBEOWLlgWLsymEBs©, GMI 0y0
d99L5059905 356530L LEHOSE IO, BOBOIL s LoBYTbYZ9EM JoMGEML S I0BEIOLYdME Tbstgms
dmmbmgbadl.
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3056 0oL 963500090
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05630L ®0oLZoL L3390 MBYLMD 35300MGOMWO M3MTID6BHIO0 MYAMWIOIMWSE HoMgA0bgds
©0M9JEHMOMS LdFM S LOTGMNZoeYgMEgM BsdFMmL Mol dol 3ToEgAL.

08 999mb3z935d0, ) d5630L MOLZOL 3OMBOEO 50GToBHJdS Bodgmzowym@Mgm bsdFmb JogH ogbo
0ol3oL ssd39d MbIL, MBS sOLYdMdPIL HBMTgdoL 3Mb3MYEGHMEO 353930 OMYIBHMOMS LodFml
©535¢9090m9b gOmo©, MMIgedoz dgol s0bodbmo Bmdgdol obbmemEogwgds ds63ol Gobgolb
36OHMBowol dgLodsdolmdsdo dmyzsboll doBbom MHoL3oL L350 EMbILMSE MOl sBLsBELZOW
3960m©Jo.

O0M9JAHMO™Ms BodFM s 2obymnowgdols yzges bgeddwgsbgwo 3sbvbolidygdguos Jgolimvyenml o
50335 ®ob3olL L3900 MHOL Fglsbgd mIMII6EO.

2.6.2.2 3mboGMm®m0by0, 5685003905 ©5 35¢0obYE3S

Lodgo3z5eygMgm LodFML 930LMGdS LodmerMmem 3sbIboldygdMds B5630L LogMmm MolZol 3OHMIBowrol
050m35%7. L3OIOGH™ MobZoL 3mIoGgEo, ALCO, o0bgm®mdszool MLsn@mbmgdols s Lam3ghsgom
60l3990L JoOM30L 935035396 EHJOO0 O MMYBOBIF0I0 MHOLIYOOLS S BOYXIEGHOMIOOL JobYMBOWGdS
35Lbolidygdgebo 5MH0sb Mol ool dmbo@Mm®m0babg s Molol LLLd3zgd0 MBOL glodsdolmdols
MBOHMD39wYMRsBY. MmOHA60BI30w0 MO0 S BOVIXIEHOMIIOL 46YMBOEIGdIL §30LEMYdS LogHm™
35Lbolidygdmds RAS 35659930900l s 0do@gdol vfiy3gd dmbodmmobybg s RAS dgl6Hyemgdols
d9L5bgd 9BM0TYGOBY LETYNZOEYLMYM L FMLIMZOL YM39e335MEHIWIMS.

0ol30L 533980 EMBOL glsbgd M3MTIBEO A9I0bYYds F0bodwa Fgarofodo ghmbgwn, 56 d5630L
LoM39gMo30M 9M9dml 360d369em3960 (33¢00Egd0l MM, G F90mbgzgz5d03 doobg30L 3MM3gLlL
bmM309gdl LodgMZoYIMHGM LEdFM. OMYIEHMOMS LsdFML Fgderos JoMMOMML Lodgmzswrym@gm
LodFMl, HMA RAS LoFommgdl 4500obg30L, 0099935 LEFYMZ9EYMMYM LsdFM 0gOL A50HY39EH0EYdL
0L 0yl s0bodbmo 3HmEgLo.

39005b9©30L  3MMOPOBIE0SL SbMM309egdL MMPBODsEOMEO MHOLIOL FoMmMZ0Ls s BOIXIGHOMIdOL
2396gmaxz0mgds. Mool  sLsdzgdo  EMbol  Fgbobgd  ™mIMAIbEGHT0 Fgmo35HdMWO  (33¢0E0YdO
QLGOI OMYJEHMOMS LEdFML B0 S I3HI0EPIYdS LsTgMZsYMMgM LodFMl doge.

2.6.3 ®olzol BHodgdo

05630 09300  15gd05bMBdOL  GoMyegddo  Lbgoolbgs Molgol §obsdg oL, Bomsh  Yzgwmoby
36083693560 30000009005 §399Mmm. MY 30900 IM0EI3L Bo3MgOEM MOLZL, LsdsbMm MOLZL,
BoM39gM530M MOLZLS s BLobsBOBM s 3530E WOl MHOLZL. 3930E9w0l 5¢093353)IMMdOL JgxasL9gdol oo
36Hm39LOL MobsbTs Bs630 0MZOL §3mbMB03NMM 3530FH Wb, MMIGEO BdFOMMS 0 330MdOL GOl oL

239605 439ws 35BHIM05 MO MHOLIOL ILIRIMO.

2.6.3.1 ULs3MgoGH™ Molzo

153MgEOGHM  MHoL3o ML 3MBGMOIBGO Tbseol oge Fgmsbbdgdwmwo 30M>MdIOOL  Tglsdsdols
3593 g09d0L  FgMLOMIGIMdom  2odmfiggyo  Moblo.  OHmymOm3  fgbo,  sbodbwmwo
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3056 0oL 963500090
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359390900 [omdmoagbgb 05630l  BHEMooEoMwo MLl FOM  Bo3Mgod M  bogddosbmdol,
30636093 M Lglbgdol, 995969 bofowls.

0563L 593L L3MIOEBHM MOLZOL bLb3sILBIS J5BJAMM0s:

. ©IBRMEOL HOLZo - GOl Moo, HMI 3MmbBHMRIBEG0 396 Tgdwgdl Lolglbm 35 YdYgdOL
3OIBOL.

o 939460l ®obzo - 439960l 3M90EHBIM0BMdOL FmEmEbgwo AsmsMglgdol 96 gBMEEOL
6o, O®MIGE0E 390Mf392I0s LME0SWMMO SMJMWMBOM, 3MWOEGEH03IMO0 SMIBESOOLMOMIOMm,
3o 56 bbgs s®obgarlisgMgeo dmzwgbydoo J3gysbsdo.

o 3Mb396G®5300L MHoL3o - ghmo 5JBHo30L b 5dBH03900L X MRl OO 3MBOEOOL s35MR30L
Golgo. gl Golzo [oMdmoddbgds, OHmEs 3mOGRIwo BydB™mMol ©s duglbgdgwms x3MBoL
035¢LsHOOLOm Bs3egdsss O039OLOROFOMYOWO.

L53M9OGH™ MHoLZYOOL JoMMZ30L I60d369wM356 Bofowl FoMdmoygbl 356300 dmddgo dmbowmbywo
1536M9OGHM 6535600l TgR3sLgdOL s 50sMYOOL BoEYMTs. 50b0dbwMwo FoyMmds sxzAbgdME0s
30bsbLMGOO  50MoEb3oL  LEYOMSTMOOLM BEBEIOEHOL - BoLL 9 IMPbM3zbgdbg s LodsOMzgErml
96mgbmmo 356308 oM MEoMgdge  ©™3MIGPGHDBY  ,530bsbLYOHO  0blEHMMII6EHIdOL  GHolZob
39093009005 s IMBOEPMEbYo BogMgOoG™M BsMOOol 4obLsBEOZMOL Falo“. wodgMmo ds630
dmboEmEbgmo  Lo3MIOGH™ 653509008  FgBsligdal  sbmME30ggdl MmO J0dsM0IIEgdOm:
0bo0g30msmMo  3603369wmgzsbo  MHoL3OL  3MBOE0gIOLS @S 3MgdBHoGms©  Fgg3eligd o
(300m9bmo  XamBgdol) Goblol 3mbBoEogdol FMHowdo, MOLMZoLsE 0563l 893mTsgzgdrEo o3
d9L50580L0 MHOLIOL 3MBO0YIOL F9YRILVIMGIOL MO TJOIMPMEIMAOS.

WO0dgOHMO 056301 Fog 2533900 06030 MMs© 360d36gcmzsbo MOLZOL 3MBOE0YdOL s
3099dG0Mo 9953519010 GHobZoL 30BoE0gdol Goll-9 dobgz0m 399985L1M9d0L
9900 MEMmQ0900L  bogmdzgembg dgddbowo Imbsermbymo Bs3MgEoG™M Bs35MYRYdOL MgHBYM39d0
3990949bgds HMamM3 156301 oo 0liy LyBYLTbgE39EM SBYIMOTYGdOL FoBBYdOLMZ0L. 5bOBBMEDs
00050 2023 (ol dgmeg bobgzs®do Lo Bosbsgars 356sdg dmddgo ,,30md96M 300 35639000
3096 543H03900l 3WsL0G03d300Ls s Fglsdem IBs3MYGBOL MgHBgM3900L gddbols s AsdmYgbgdol
foLo.

a3oLl-9 dopamdom  Lgbgdol  omRsLMgdol  BoGowol  MHgHyM3z900L  BMMI0MYds  9i3mdbgds
dmboEmEbgeo Ls3Mgo@Mm boMowrols ECL (expected credit losses) s@6oEbzol dm@gel s 96 99339
53RN0 BIMOWOL SMOEH30L FMEgl. 49bsbegdmwo Bobl 9 M HBYM39d0L BsGBM FJmoEI3L
390009 JoMH0ms© BY6FGBEHWOMO (33e0Egd9dL:
- 09630L xobsblmEo  0blEMIg6EHGIOL  39BYAMMODBIF0L  Lo3MgoG™ Molzol dobgzom
39785LM9g00L B oE09dol dobgzom, 3500 FmGOL:

0 1-go mbol Ls3MgoBH™m MoL3ZoL 35¢JamEm0sdo (Stage 1) bggds LEHobs®EGHWwo
L53M90GM 0bLEMIg6EJO0, HMIGIOEG 56 SMOL QoMRslrIMHYOIMWO b MMIWIdBY;s
153M9OGHM MHOL30 56 MOl 360d36gEM3b5 oMo Bsfiyolio 50sMYdOL F90YY.

O 092 ©mbol ULs3mgo@™m Molgol 35Ggamemosdo (Stage 2) bggds Ls3MgoGH™
0bLEGHO396¢ 90, G®MIgdBE LogMgoGM MHolzo 360dzbgermazbo Ao0BIM. Lsfyolo
50056M700L J9909y.

O  399-3 ©Mbol LszMgo@m MoL3oL 35Ggam®osdo (Stage 3) bgwgds LozMgo@m Molzol
d0bg3000 OIS FOMTBILMMGOMEO (IBMEEVIM0) bd3MIOGHM 0bLEMA96EJdO.
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3056 0oL 963500090
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- 309dGHome dgxgolgdyo Holigol 3mboEogdolmgol, 3mdmygbmemo x3MBgool FOHowdo
506965 sbsewo bamolbmdMogo d5B39690cgd0, Mog dwyeolbbdmdl SICR (Significant Inreasing
Credit risk)— ol 56 gBMm@ @0l 000905 DSCR & PTI & LTV 395303096@&900L 2580mgqbgodsts.
9L 39605396EIHO 330 GdsS S BYd-0l sboero Jmmbmgbgdols 450933, 0Ly LoFoMm ogm
dolo 256bmM(309eqds. 30650056 49RLIMHYdOL 1EBHOOYOL TMEOOL JodMo30900L sGOLYdWWO
bsMOLbMIM 030 35M509BHMYd0, dob3oL sbocro d0BbYL IMEYErol/3H MBIl Fglsdsdolo
0L, 3900l L3slbM® LoFOMMYOPS PobobeEIGdSL S Q9T NMdYYISLS.

- 0mgddggdl  3e0gb@gdol  FMowdo  3mbEedobsgool 3006303000 IMYHBYMHZ900L  sboero
dopmds, GMmIol dobggzomsi  dLglbgdwol  9eo-ghmo  Gobsblwemo  0blEMmwdgb@ol
L53M9goGH™ Molgol 860d369mm3560 BEMES/QoMRBL©gds, 0fj3g3l 98539 Abgbbgderol Lbgs
130b6sbLHO 0bLEMI96EJIOL LozMgoo@m Mobzol 360d3bgwmzsb gobMEal/gomgolmEmadsls,
d0bg5350 0dobs, gl 0BLEHMMINBE OO 9Hm 3MmIMPqbME Kamrdo bggds 0¢) Lbgsslbgsdo.

- 890335 ®Hol3ol 3mBoE0gdoL 393JAMM0gd0L M3 B0B0Is300lL FoEYMTJI0 S I0bYMHAS
3909300900l 45mdxMdILGd0L S0 LobiEgds, GMIgEog ©oxdbgdeos dLglbgdwrgdols
130656LE 5BseroBls s sbg3zg 3, 6, 12 6308 Y3M o EYIMBLEHMIGOIO F9IBEOYIOL
obEMM09dbY.

- 990mgdme  0dbs  sbowro  doamdgdo  LoyMMeMgdmE  IMmEOBoE0MYdYwo  R0bBLYIMHO
0bLEM3963gd0oLs (L3BO), Fo6gMMgdoMO MILEWYIEHOOBIEIdOLS S MT0BIBLOMYGdMWO
Lgbbgdol 0o LEWOsE sboo M93Wl0B0330gdO0LS S MYHBYM39d0L JoEYMIYdO.

- 06003b69cm3bo@ 0903395 goMglodoersblbm  MHobzol  3mBoEogdol oM RLlIMHYOOL
3603960199900 ©s J0yMdgd0, 39MIME: 3B FgRLYdIMYo GHOLZOL 3nboEogdol
dbomEbgmo  Bo3MgEoG™  Bs35MRJOOL  FLogolgds®  BB3OL  QoMgLEdIWSBLM
350090190900l bsfordo osobghas CCF (Credit Conversion Factor) 3mbsgnos, Gmdgaros
98399dbgds d5Bgwol Lsdsb3Mm BYEsTBYE39W™dOL 3mTo@gEol FJoge BogdME 36MogdE03dU.
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