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Independent Auditor’s Report

To the Shareholders of Khan Bank JSC

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Khan Bank JSC (the “Bank”) as at 31 December 2023, and the Bank’s financial performance and its
cash flows for the year then ended in accordance with IFRS Accounting Standards.

What we have audited

The Bank’s financial statements comprise:

e the statement of financial position as at 31 December 2023;

e the statement of profit or loss and other comprehensive income for the year then ended;
e the statement of changes in equity for the year then ended;

e the statement of cash flows for the year then ended; and

e the notes to the financial statements, comprising material accounting policy information and other
explanatory information.

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 financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Bank in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

Our audit approach

Overview
Materiality e Overall Bank materiality: Mongolian Tugriks
(“MNT”) 36,000,000 thousands, which represents approximately 5%
of profit before tax.
Key audit matters e Estimations of expected credit losses allowance for loans and
advances to customers

PricewaterhouseCoopers Audit LLC, Central Tower Office Building, Suite 601, Floor 6, Sukhbaatar’s
Square, SBD-8, Ulaanbaatari4200, Mongolia
T: +976 70009089
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As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved making
assumptions and considering future events that are inherently uncertain. As in all of our audits, we also
addressed the risk of management override of internal controls including, among other matters,
consideration of whether there was evidence of bias that represented a risk of material misstatement
due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the financial statements as a whole, taking into account the structure of the Bank, the accounting
processes and controls, and the industry in which the Bank operates.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall Bank materiality for the financial statements as a whole as set out in the table
below. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, if
any, both individually and in aggregate on the financial statements as a whole.

Overall Bank materiality MNT 36,000,000 thousands

Approximately 5% of profit before tax for the year ended

How we determined it 31 December 2023

Rationale for the materiality We chose profit before tax as the benchmark because, in our
benchmark applied view, it is the benchmark against which the performance of the
Bank is most commonly measured by users and is a generally
accepted benchmark. We set the materiality level at 5% of
profit before tax which is consistent with quantitative
materiality thresholds used for profit-oriented entities in this
sector.

Key audit matters

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



L

pwc

Independent Auditor’s Report (continued)

Page 3 out of 6

Key audit matter How our audit addressed the key audit matter

Assessment of expected credit loss (ECL)
allowance for loans and advances to
customers

We considered ECL allowance for loans and
advances to customers as a key audit matter
due to the significance of the balance of
loans and advances to customers and

complexity of International Financial
Reporting Standard 9 “Financial
instruments” (IFRS 9), which requires

significant judgement to determine the ECL
allowance.

The Bank performed ECL assessment:

e on an individual basis for the following
types of loans:

(i) Loans with gross value of above MNT
2,000,000 thousands and with more
than 30 days past due or restructured;

(i) Loans with gross value of above MNT
1,000,000 thousands and included in
"Watchlist" as per the Bank’s internal
grading, and

e on a portfolio basis for all other loans:
where the same credit risk parameters
(e.g. probability of default, loss given
default) were applied during the process
of ECL calculations for the same
homogeneous segments of the loan
portfolio.

Key areas of judgement included:

e C(Classification of loans and advances to
customers into stages in accordance
with IFRS 9;

o Key estimates and modelling
assumptions used to estimate key risk
parameters — probability of default, loss
given default, exposure at default,

forward looking macroeconomic
scenarios and  their  probability
weighting.

Note 4 “Critical Accounting Estimates and
Judgements in  Applying  Accounting

In assessing the ECL allowance we have
performed, among others, the following audit
procedures:

With regards to the whole portfolio:

With the involvement of the auditor’s financial
risk modelling expert team, we assessed the
methodology and models for ECL allowance
assessment developed by the Bank in order
to evaluate its compliance with IFRS 9
requirements. We focused our procedures
on: default definition, factors for determining
a significant increase in credit risk,
classification of the loans and advances to
customers to stages, and estimation of key
risk parameters including probability of
default, loss given default and exposure at
default.

We evaluated and tested the design and
operational effectiveness of the controls on
the processes that identify overdue loans on
a sample basis.

We tested allocation of loans to stages and
segmentation of loans on a sample basis.

On an overall basis we checked the Bank’s
assessment of effect of forward looking
information on the ECL level, in particular, we
assessed forecasted macroeconomic
variables and associated weighting in
multiple economic scenarios (such as GDP,
policy rate, unemployment rate, and changes
in exchange rates), traced input data to the
external sources and checked
appropriateness of the model used;

We performed analytical procedures over
ECL calculation disaggregated by stages,
segmentation, and industries that borrowers
operate in.

For the loan portfolio individually assessed for
ECL:

For those collateralised loans assessed
individually, on a sample basis, we assessed
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Policies”, Note 13 “Loans and Advances to valuation of collaterals taken into account in
Customers” and Note 37 “Financial Risk the calculation of ECL.
Management” to the financial statements e For those uncollateralised loans assessed
provide detailed information on the credit individually, on a sample basis we assessed
loss allowance. reasonableness of the Bank's estimated

recoveries from future cash flows from
various scenarios and key assumptions . We
assessed the relevance of the scenarios
used and their probability, and reperformed
calculation of the present value of the cash
flows. We considered trends in the economy
and industries in which the Bank’s borrowers
operate.

For the loan portfolio collectively assessed for
ECL:

e We verified accuracy of data, including
historical data (probability of default,
recovery rate, restructured loans, exposure
at default and staging) used in the ECL
calculation, on a sample basis. We tested the
data by reconciling to source data, eg. loan
agreements, collateral agreements and loan
account statements.

e On a sample basis, we tested mathematical
accuracy of of ECL calculation.

We also assessed the adequacy and
appropriateness of the disclosures in the Bank’s
financial statements.

Other information

Management is responsible for the other information. The other information comprises the Annual
Report for the year ended 31 December 2023 (but does not include the financial statements and our
auditor’s report thereon), which is expected to be made available to us after the date of this auditor’s
report.

Our opinion on the financial statements does not cover the other information and we will not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

When we read the Annual Report for the year ended 31 December 2023, if we conclude that there is a
material misstatement therein, we are required to communicate the matter to those charged with
governance.
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Responsibilities of management and those charged with governance for the financial
statements

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

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

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an 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 financial statements.

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

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

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

e FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e 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 Bank’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Bank to cease to continue
as a going concern.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Aigul Akhmetova.

Approved by:

Aigul Akhmetova
Partner
rs Audit LLC PricewaterhouseCoopers Audit LLC

Signed by:
PARCY GTEFKAY G TEFC AT 100

P

7 March 2024
Ulaanbaatar, Mongolia
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KHAN BANK JSC

ABBREVIATIONS

The following styles of abbreviations are used in these Financial Statements:

AC Amortised Cost

BoM Bank of Mongolia

ECL Expected Credit Losses

EIR Effective Interest Rate

EAD Exposure at Default

FVOCI Fair Value through Other Comprehensive Income
FVTPL Fair Value through Profit or Loss

FV Fair Value

IFRS International Financial Reporting Standards
IBOR Interbank Offered Rate

LGD Loss Given Default

LTECL Lifetime Expected Credit Loss

MIK Mongolian Mortgage Corporation

MNT Mongolian Tugriks

OCl Other Comprehensive Income

PD Probability of Default

POCI Purchased or Originated Credit Impaired
RFR Risk Free Rate

RMBS Residential Mortgage-Backed Securities
ROU Right-of-Use

ROA Return on Assets

ROE Return on Equity

SICR Significant Increase in Credit Risk

SPPI Solely Payments of Principal and Interest
12mECL 12 Months Expected Credit Loss

MDB Multilateral Development Bank

CCSwaps Cross Currency Swaps



KHAN BANK JSC
Statement of Financial Position

In thousands of MNT Notes 31 December 2023 31 December 2022
ASSETS

Cash and cash equivalents 7 4.957,727,074 4,373,412,201

Mandatory reserves with the Bank of Mongolia 8 1,090,955,256 969,104,827
Due from other banks 9 13,728,242 -
Investments in debt securities 10 1,602,635,724 1,474,096,564
Investments in equity securities 10 4,970,548 4,267,181

Derivative financial instruments 12 47,260,829 128,660,248
Loans and advances to customers 13 9,016,974,855 7.411,064,009
Investments in associates 1 283,589 283,589
Other assets 14 107,703,252 76,361,443
Intangible assets 16 43,529,294 46,286,024
Right-of-use assets 17 12,115,097 10,202,947
Properties and equipment 15 452,369,173 455,493,746
Non-current assets classified as held for sale 18 389,140 3,480,567
TOTAL ASSETS 17,350,642,073 14,952,713,346
LIABILITIES

Due to other banks 19 228,123,208 191,080,282
Repurchase agreements 20 60,182,082 367,267,329
Customer accounts 21 12,378,271,995 10,930,788,356
Derivative financial instruments 12 5,698,552 4,896,897
Debt securities in issue 22 223,998,582 -
Other borrowed funds 23 2,121,721,870 1,776,932,717
Current income tax liabilities 32 27,366,766 3,957,990
Deferred income tax liabilities 32 8,855,501 4,709,251

Lease liabilities 17 13,036,341 11,231,249
Other liabilities 24 191,651,815 146,483,209
TOTAL LIABILITIES 15,258,906,712 13,437,347,280
EQUITY

Ordinary shares 25 191,219,800 172,097,820
Share premium 25 164,257,808 -
Retained earnings 1,649,038,593 1,268,756,786
Other reserves 25 87,219,160 74,511,460
TOTAL EQUITY 2,091,735,361 1,515,366,066
TOTAL LIABILITIES AND EQUITY 17,350,642,073 14,952,713,346

—

p—

/:-""'-- r ‘.ﬁppra'aneg for issue and signed on behalf of the Bank's management on the 07" of March 2024.

-;. _b\ " GAREDW f
\, .\ 20u:Chainkoman, Board of Directors
\;‘:. l..',’_,rq_‘ o .-’-/I
S

e

ULZII-AYUSH

Vice F’resmen{s Finance and Administration

7 /&i:ﬂd/a:,y/gf_,i

MUNKHTUYA R.
Chief Executive Officer

BAASANTSEE N.
Head, Financial Management
Department

The notes set out on pages B to 98 form and integral part of these financial statements.



KHAN BANK JSC

Statement of Profit or Loss and Other Comprehensive income

In thousands of MNT Notes 2023 2022
Interest income calculated using the effective interest method 26 1,864,815,193  1,327,391,147
Other similar interest income 26 43,414,439 39,974,535
Interest expense 27 (804,766,104) (475,870,927)
Other similar interest expense 27 (16,042,582) (5,213,387)
Net margin on interest and similar income 1,087,420,946 886,281,368
Credit loss allowance 30 (92,761,247)  (143,514,238)
Net margin on interest and similar income after credit loss 994,659,699 742,767,130
allowance
Fee and commission income 28 281,634,353 263,466,643
Fee and commission expense 28 (59,690,761) (47,787,841)
Gains from modification of borrowed fund at AC - 2,275,457
Net (losses)/gains from financial derivatives 29 (12,604,013) 15,878,389
Gains less losses from trading in foreign currencies 30,272,682 32,799,045
Foreign exchange translation gains less losses 1,429,362 6,574,939
Net gains/(losses) from debt securities at FVOCI 1,746,029 (900,167)
Gains less losses from debt securities at AC 1,133,461 -
Gains less losses from debt securities at FVTPL 1,010,247 -
Net gains/(losses) from modification of financial assets at AC 5,426,968 (7,225,649)
Losses from financial assets at FVTPL - (9,019,495)
Other operating income 3,063,375 4,317,634
Operating expenses 31 (502,737,833)  (412,043,205)
Other losses, net (2,585,247) (269,656)
Profit before tax 742,758,322 590,833,224
Income tax expense 32 (183,975,449)  (142,061,025)
Profit for the period 558,782,873 448,772,199
Other comprehensive loss:
Items that may be reclassified subsequently to profit or loss:

Investments in debt securities at FVOCI:

Net gains/(losses) on revaluation 10,956,422 (14,032,658)
gfat (losses)/gains reclassified to profit or loss upon (1,746,029) 900,167
isposal

Cash flow hedge reserve 10,253,377 (11,666,472)

Income tax recorded directly in OCI (4,865,942) 6,199,740
Items that will not be reclassified to profit or loss:

S\a/zgélless losses on investments in equity securities at 415,356 1,109,972

Income tax recorded directly in OCI (103,839) (277,492)
Other comprehensive income/(loss) for the year 14,909,345 (17,766,743)
Total comprehensive income for the year 573,692,218 431,005,456
Earnings per share for profit attributable to the owners of the 33 307 261

Bank, basic and diluted (expressed in MNT per share)

The notes set out on pages 8 to 98 form and integral part of these financial statements.
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KHAN BANK JSC
Statement of Cash Flows

In thousands of MNT Notes 2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 742,758,322 590,833,224
Adjustments to reconcile profit before tax to net cash flow:
Changes in fair value of financial derivatives 12,604,013 (15,878,389)
Expected credit loss (ECL) expense 30 92,761,247 143,514,238
Net charge /(reversal) impairment for repossessed collaterals 4,228,559 (78,812)
Depreciation of property and equipment 31,15 55,676,503 54,489,263
Amortisation of intangible assets 31,16 18,292,815 20,643,564
Depreciation of rights of use assets 31,17 8,438,579 7,623,736
Property and equipment written-off 15 988,660 749,553
Intangible asset written-off 16 - 4,349,666
Net (gains)/losses from disposal of property and equipment (514,314) 71,960
Net (gains)/losses disposal of financial assets at FVOCI (1,746,029) 900,167
Gains less losses from disposal of debt securities at AC (1,133,461) -
Gains less losses from debt securities at FVTPL (1,010,247) -
Net (gains)/losses from modification of financial assets at AC (5,426,968) 7,225,649
Losses from financial assets at FVTPL - 9,019,495
Gains from modification of borrowed fund at AC - (2,275,457)
Gains less losses foreign exchange translation (1,429,362) (6,574,939)
Interest and similar income (1,908,229,632) (1,367,365,682)
Interest and similar expense 820,808,686 481,084,314
Cash fl_ow used in oper:ati_n_g-activities before changes in (162,932,629) (71,668,450)
operating assets and liabilities
Net (increase)/decrease in:
- mandatory reserves with the BoM (120,508,368) (161,373,304)
- loans and advances to customers (1,994,603,698) (1,398,527,921)
- due from other banks (13,300,000) -
- other assets (37,972,735) (4,430,702)
- debt securities at FVTPL 204,952,000 121,988,100
Net increase in:
- due to other banks 36,721,366 155,142,345
- customer accounts 1,378,733,751 757,138,330
- other liabilities 38,840,691 45,389,272
Net cash used in operating activities before tax and interest (670,069,622) (556,342,330)
Interest received 1,884,182,577 1,383,136,022
Interest paid (630,826,313) (482,696,702)
Income tax paid 32.3 (161,390,205) (134,218,981)
Net cash flows generated from operating activities 421,896,437 209,878,009
Cash flows from investing activities
Acquisition of equity securities (288,011) -
Proceeds from disposal of associate - 18,299
Acquisition of debt securities at FVOCI (76,036,641) (56,035,308)
Proceeds from disposal of debt securities at FVOCI 146,547,043 92,355,896
Acquisition of debt securities at AC (745,055,624) (467,570,524)
Proceeds from redemption of debt securities at AC 682,276,387 281,893,933
Proceeds from disposal of property and equipment 712,739 1,717,306

Acquisition of property and equipment
Acquisition of intangible assets

15 (53,739,014)
16 (15,536,085)

(56,926,734)
(16,514,451)

Net cash flows used in investing activities

(61,119,206)

(221,061,583)

The notes set out on pages 8 to 98 form and integral part of these financial statements.



KHAN BANK JSC
Statement of Cash Flows

In thousands of MNT Notes 2023 2022
Cash flows from financing activities

Proceeds from repo agreements 20 958,913,403 3,801,304,742
Repayment of repo agreements 20 (1,271,488,927) (4,071,420,232)
Proceeds from drawdown of other borrowed funds 23 957,358,478 959,412,011
Repayment of other borrowed funds 23 (616,157,388)  (560,785,101)
Proceed from debt securities issued 226,762,400 -
Repayment of principal portion of lease liabilities 17 (8,410,670) (7,633,424)
Issue of ordinary shares and share premium 183,379,788 -
Dividend paid 25 (180,702,711)  (200,149,766)
Net cash flows used in financing activities 249,654,373 (79,271,770)
Effect of exchange rate changes on cash and cash equivalents (27,272,253) (62,181,031)
Credit Ipss allowance during the year on cash and cash 7 1,155,522 (931,403)

equivalents

Net decrease in cash and cash equivalents 584,314,873  (153,567,778)
Cash and cash equivalents brought forward 7 4,373,412,201 4,526,979,979
Cash and cash equivalents carried forward 7 4,957,727,074 4,373,412,201

The notes set out on pages 8 to 98 form and integral part of these financial statements.



KHAN BANK JSC
Notes to the Financial Statements - 31 December 2023

1. Introduction

KHAN Bank JSC (the “Bank”) is engaged in the business of providing banking and financial services pursuant to
License No. 2 issued by the Bank of Mongolia (‘BoM”) on 22 November 2006. In accordance with the effective
Charter of the Bank, the Bank’s principal activities include:

- Monetary deposits,

- payment and settlement services;

- issuing bank guarantees and warranties to third parties in its own name;

- purchase, sale, deposit and placing of foreign currencies;

- purchase, sale, deposit and placing of precious metals and stones;

- safekeeping of valuables;

- conducting foreign remittance services;

- issuance, purchase and sale of securities;

- financial leasing;

- sale and purchase of loans and other financial instruments;

- insurance intermediary (sales agent) services;

- specific securities registration;

- securities custodian;

- factoring services; and

- other financial services permitted by the applicable laws and regulations, including regulations of the
BOM, and duly authorized by the BOM and/or the FRC.

The Bank was incorporated and is domiciled in Mongolia. The Bank is a joint stock company, listed on Mongolian
Stock Exchange. Its registered office is at Khan Bank Tower, Chinggis Avenue 6, Stadium Orgil -1, Khan-Uul
district, Ulaanbaatar - 17010, Mongolia.

The Bank has launched an initial public offering (IPO) of its 10% shares on the Mongolian Stock Exchange (MSE)
between 13 and 19 April 2023. As a result of the IPO, HS Holdings Co., Ltd has lost its control over the Bank and
has become the main shareholder of the Bank as of 31 December 2023. Tavan Bogd Trade Co. Ltd is the other
significant shareholder of the Bank as of 31 December 2023 and 31 December 2022. Please refer to Note 25.

2. Operating environment of the Bank

Mongolia displays many characteristics of an emerging market including relatively high inflation and interest rates.
The export of raw materials from the mining sector is the mainstay of the economy due to its mineral resources,
including coal and copper, and its low level of industrialization. After growing close to 6 percent on average
between 2017 and 2019, the Mongolian economy contracted amid the adverse impact of the COVID-19
pandemic, posting 4.6% economic decline in 2020 and then has experienced slight recovery since 2021. The
GDP growth in 2023 was 6.9% (2022 was 4.8%), which was driven by increased exports of the mining sector
caused by lifted border restrictions from China and growing non-mining sector.

On 27 July 2023, Standard & Poor’s credit rating reaffirmed Mongolia’s credit rating at “B” with a stable outlook.
On 06 September 2023, Moody'’s credit rating for Mongolia stayed at B3 stable outlook. On 15 May 2023, Fitch’s
credit rating for Mongolia was last reported at B with stable outlook.

The Mongolian economic growth is expected to continue to recover with forecast GDP growth of 6.2% for 2024.
The growth is expected to be driven by mining and exports expansion, post-pandemic recovery in services, and
household consumption. The inflation rate decreased from 13.2% as at the end of the year 2022 to 7.9% as of
the end of the year 2023. However, domestic demand pressures are expected to keep inflation elevated due to
easing external supply related pressure. Also, with the Russian-Ukrainian conflict continuing the Bank has taken
necessary measures to minimize its exposure at Russian banks and the Russian economy and regularly updates
its sanctions list and screening system. The long-term effects of the current economic situation are difficult to
predict, and management’s current expectations and estimates could differ from the actual results.

The Bank of Mongolia has kept the policy rate unchanged at 13% throughout 2023. Mongolian national currency,
Mongolian tugriks has slightly appreciated against US Dollar by 1% as of 31 December 2023 (MNT 3,410.69)
compared to the exchange rate as of 31 December 2022 (MNT 3,444.60).

For the purpose of measurement of expected credit losses (“ECL”) the Bank uses supportable forward-looking
information, including forecasts of macroeconomic variables. As with any economic forecast, however, the
projections and likelihoods of their occurrence are subject to a high degree of inherent uncertainty and therefore
the actual outcomes may be significantly different from those projected. Notes 4 and 37 provide more information
of how the Bank incorporated forward-looking information in the ECL models.



KHAN BANK JSC
Notes to the Financial Statements - 31 December 2023

3. Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS Accounting Standards”) under the historical cost convention, as modified by the initial recognition of
financial instruments at fair value, and by the revaluation of premises and equipment, financial instruments
categorised at fair value through profit or loss (“FVTPL”) and at fair value through other comprehensive income
(“FVOCI”). The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the periods presented, unless otherwise stated.

These financial statements are presented in Mongolian Tugrik (MNT), which is the functional currency of the Bank
and all values are rounded to the nearest thousands, except when otherwise indicated.

Going concern. Management prepared these financial statements on a going concern basis.

On 29 January 2021 the Parliament of Mongolia enacted Amendments to the Banking Law (the Banking law”).
The Implementation Law of the Banking Law (the Implementation Law) specified that all domestic systemically
important banks are required to change into public entities by 30 June 2023 and all banks are required to reduce
maximum single ownership concentration to 20%, by 31 December 2023.

Even though the Bank has successfully launched its initial public offering (IPO) on the Mongolian Stock Exchange,
fulfilling the second requirement within the specified timeframe has proven to be challenging not only for the Bank,
but also for all other systemically important banks in the market. In response to this, the Bank of Mongolia
established a working group and submitted a draft law to the Government of Mongolia proposing an extension of
the specified deadline until the end of 2026, for reducing the maximum ownership of any separate individual or
group of related parties to 20%. It is expected that the amendments to the law will be discussed during the
upcoming parliamentary spring session commencing on 15 March 2024.

Whilst the dilution of the current major shareholders shareholdings down to a maximum of 20% is outside the
power of the Management, Management understand that the shareholders are aware of this matter and are
considering all reasonable options to ensure compliance with the legislation. The management of the Bank takes
all possible actions working together with the regulator, working group for the amendments of the law and the
banking association and is of the position that there will be a positive outcome from the parliamentary hearings
on amendments to the law. Despite technically being in breach of the law at present, no actions or requirements
have been made of the bank to rectify this whilst the work is underway to extend the deadline. In the event of
non-compliance, the Bank of Mongolia can impose various actions and sanctions which include limiting the
shareholders’ certain rights to 20%. Those measures may include the extent of voting rights and capping
dividends for the 20% ownership only. For continued non-compliance the sanctions can be even more restrictive
not only to the shareholders but to the bank also. The different sanctions envisaged in the Implementation law for
the Bank, are set out in Article 6.

Given the very systemic nature of the issue and the regulatory and government support for the extension of the
law, as mentioned above, the management of the Bank firmly believes that the parliament will pass the extension
of the deadline to the Banking Law from 2023 to 2026 and thus the Bank will be in compliance of the law through
the remainder of 2024 or in 2025 even if no change in shareholders takes place during that time. Management
conclude that this does not represent a significant risk of a material uncertainty of applying the going concern
basis of accounting.

Presentation of statement of financial position in order of liquidity. The Bank does not have a clearly
identifiable operating cycle and therefore does not present current and non-current assets and liabilities
separately in the statement of financial position. Instead, assets and liabilities are presented in order of their
liquidity. Refer to Note 37 for analysis of financial instruments by their maturity. Refer to Note 41 for information
on amounts expected to be recovered or settled before and after twelve months after the reporting period for
items that are not analysed in Note 37.

Amendments of the financial statements after issue. The Bank’s shareholders and management have the
power to amend the financial statements after issue.
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4. Critical Accounting Estimates, and Judgements in Applying Accounting Policies

The preparation of the Bank’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying
disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected
in future periods. In the process of applying the Bank’s accounting policies, management has made the following
judgements and assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Existing circumstances and assumptions about future developments may change due to circumstances beyond
the Bank’s control and are reflected in the assumptions if and when they occur. ltems with the most significant
effect on the amounts recognised in the financial statements with substantial management judgement and/or
estimates are collated below with respect to judgements/estimates involved.

4.1.Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of financial assets
to achieve its business objective.

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as:
¢ How the performance of the business model and the financial assets held within that business model are
evaluated and reported to the entity's key management personnel
e The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed
e How managers of the business are compensated (for example, whether the compensation is based on
the fair value of the assets managed or on the contractual cash flows collected)

The expected frequency, value and timing of sales are also important aspects of the Bank’s assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or ‘stress
case’ scenarios into account. If cash flows after initial recognition are realized in a way that is different from the

Bank's original expectations, the Bank does not change the classification of the remaining financial assets held
in that business model, but incorporates such information when assessing newly originated or newly purchased
financial assets going forward.

The Bank identified approximately 79% (31 December 2022: 83%) of debt securities as a liquidity portfolio and
classified as held to collect and sell, while the rest of the debt securities is classified as held to collect on maturity
based on the assumption that these securities would only be sold in a stress case scenario.

The Bank concluded that all types of loans, except for mortgage loan portfolio to be sold to Mongolian Mortgage

Corporation LLC (“MIK HFC LLC”) and SME loan portfolio to be sold to Security Financing Corporation LLC (“SFC
LLC”) which are classified as loans at FVTPL, meet the criteria for hold to collect business model.

10
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4. Critical Accounting Estimates, and Judgments in Applying Accounting Policies (Continued)
4.2. Assessment whether cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Bank assesses the contractual terms of financial instruments to
identify whether they meet the SPPI test. ‘Principal’ for the purpose of this test is defined as the fair value of the
financial asset at initial recognition and may change over the life of the financial asset (for example, if there are
repayments of principal or amortization of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time
value of money and credit risk. To make the SPPI assessment, the Bank applies judgement and considers
relevant factors such as the currency in which the financial asset is denominated, and the period for which the
interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual
cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash flows that are
solely payments of principal and interest on the amount outstanding. In such cases, the financial asset is required
to be measured at FVTPL.

The instruments that failed the SPPI test are measured at FVTPL, and it is related to financial instruments under
Mortgage lending program and repurchase agreement as part of government program.

4.3. Significant increase in credit risk (SICR)

In order to determine whether there has been a significant increase in credit risk, the Bank compares the risk of
a default occurring over the life of a financial instrument at the end of the reporting date with the risk of default at
the date of initial recognition. The assessment considers relative increase in credit risk rather than achieving a
specific level of credit risk at the end of the reporting period. The Bank considers all reasonable and supportable
forward-looking information available without undue cost and effort, which includes a range of factors, including
behavioral aspects of particular customer portfolios.

The Bank identifies behavioral indicators of increases in credit risk prior to delinquency and incorporated
appropriate forward-looking information into the credit risk assessment, either at an individual instrument, or on a
portfolio level. In order to determine the SICR, the management considers certain criteria based on its judgment.
SICR criteria are:

- 30 days past due for corporate loans, 15 days past due for individual loans

- Restructured loan

- Loans classified as “Special mention” based on the Bank of Mongolia’s Regulation on asset

classification, provisioning and its disbursements.
- Loans classified as “Watch list” according to the Credit risk prevention procedure.
- Economic sector that is considered to sector or regional concentration risk

Should ECL on all loans and advances to customers be measured at lifetime ECL (that is, including those that
are currently in Stage 1 measured at 12- months ECL), the expected credit loss allowance would be higher by
MNT 107,504,484 thousands as of 31 December 2023 (31 December 2022: higher by MNT 52,325,053
thousands).

11
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Notes to the Financial Statements - 31 December 2023

4. Critical Accounting Estimates, and Judgments in Applying Accounting Policies (Continued)
4.4. ECL measurement

Measurement of ECLs is a significant estimate that involves determination of methodology, models and data
inputs. The following components have major impact on credit loss allowance (Note 37):

- business model and segmentation of financial assets for the ECL purposes;

- assessment of SICR;

- default definition;

- ECL assessment on individual or collective basis;

- internal credit grading models;

- propability of default (“PD”)

- assessment of loss given default (‘LGD”);

- forward-looking macroeconomic scenarios and their probability weightings.

The Bank used supportable forward-looking information for measurement of ECL, primarily an outcome of its own
macro-economic forecasting model. The most significant forward-looking assumptions that correlate with ECL
level and their assigned weights were as follows at 31 December 2023:

Variable Scenario Assigned weight Assumptions
GDP growth Optimistic 22.3% 9.1%
Base 58.5% 5.9%
Severe 19.2% 2.7%
Policy rate Optimistic 22.3% 9.0%
Base 58.5% 11.5%
Severe 19.2% 14.0%
Unemployment rate Optimistic 22.3% 5.4%
Base 58.5% 7.1%
Severe 19.2% 8.8%
MNT/USD YoY growth Optimistic 22.3% -5.1%
Base 58.5% 4.7%
Severe 19.2% 14.5%

The assumptions and assigned weights were as follows at 31 December 2022:

Variable Scenario Assigned weight Assumptions
GDP growth Optimistic 19.2% 7.7%
Base 58.5% 4.3%
Severe 22.3% 1.0%
Inflation Optimistic 19.2% 5.3%
Base 58.5% 8.8%
Severe 22.3% 12.1%
Policy rate Optimistic 19.2% 10.9%
Base 58.5% 13.0%
Severe 22.3% 15.1%
Unemployment rate Optimistic 19.2% 5.9%
Base 58.5% 7.5%
Severe 22.3% 9.1%
MNT/USD YoY growth Optimistic 19.2% -3.2%
Base 58.5% 6.6%
Severe 22.3% 16.5%

A change in the weight assigned to base forward looking macro-economic set of assumptions by 10% towards
the immediate downside level assumptions would result in an increase in ECL by MNT 1,378,598 thousands at
31 December 2023 (31 December 2022: by MNT 4,295,584 thousands).

A 10% increase in PD estimates would result in an increase in total expected credit loss allowances of MNT
14,476,957 thousands at 31 December 2023 (31 December 2022: increase of MNT 12,694,866 thousands).
A 10% increase in LGD estimates would result in an increase in total expected credit loss allowances of MNT
33,465,881 thousands at 31 December 2023 (31 December 2022: increase of MNT 27,122,065 thousands).

12
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4. Critical Accounting Estimates, and Judgments in Applying Accounting Policies (Continued)
4.5. Borrowing from government organizations, central bank and international financial institutions

The Bank obtains long term financing from Mongolian government organizations (some of which relate to the
programs with involvement of international financial institutions) at interest rates at which they ordinarily lend and
which may be lower than rates at which the Bank could source the funds from other lenders. As a result of such
financing, the Bank is able to advance funds to target customers as determined by its lenders, at advantageous
rates. Management has considered whether gains or losses should arise on initial recognition of such instruments.
As the transactions are with unrelated parties, management’s judgment is that these funds and the related lending
are at market rates and no initial recognition gains or losses should arise.

4.6. Mongolian Mortgage Corporation LLC (MIK) securitisation transaction

The Bank participates in MIK securitisation program since 2013. Under the program, MIK-SPCs, wholly owned
by MIK HFC LLC, purchases Mortgage loan portfolio from commercial banks for which they issue Junior RMBS
and Senior RMBS. The loans have been purchased by MIK-SPCs on non-recourse basis. The principal of the
Junior RMBS will only be redeemed after the full redemption of the principal of the Senior RMBS and the payments
to Junior RMBS holders are subordinate in right of payment and priority to the Senior RMBS. The Bank has been
appointed as the servicer of the respective loans sold and receives a service fee of 2.5% on amount collected for
performing this service.

Management considered whether these loans have met the de-recognition criteria set out in IFRS. Management's
judgement is that although the Bank receives cash from the loan portfolio as an agent, the Bank has transferred
its right to receive the cash flows from these Mortgage Assets and that substantially all the risks and rewards
have been transferred.

4.7. Fair value of long-term derivatives

The Bank entered into a long-term cross currency interest rate SWAP arrangement with the Bank of Mongolia.
Derivatives are recorded at fair value and carried as assets when their fair value is positive and as liabilities when
their fair value is negative. The Bank developed a valuation model for assessing a fair value of such swap
instruments. The model is based on observable market data. As a market USD forward interest rate, the bank
uses USD forward yield curve constructed by Bloomberg terminal. Due to the lack of forward MNT yield curve on
the market, the bank uses BoM announced market repo rate for the MNT forward interest rate, since it is the
market rate used in the swap agreements conducted with Bank of Mongolia.

At their inception, derivatives often involve only a mutual exchange of promises with little or no transfer of
consideration. However, these instruments frequently involve a high degree of leverage and are very volatile. A
relatively small movement in the value of the asset, rate or index underlying a derivative contract may have a
significant impact on the profit or loss of the Bank.

4.8.Hedge accounting

The Bank has started applying hedge accounting from 1 May 2016 and started to apply IFRS 9 for its hedge
accounting since 1 January 2018.

In order to qualify for hedge accounting, a hedging relationship must be expected to be highly effective on a
prospective basis and it needs to be demonstrated that it was highly effective in the previous designated period
(i.e., one month).

The Bank uses both qualitative and quantitative methods to assess effectiveness of the hedge. When applying a
quantitative method to assess effectiveness of the hedging relationship, the Bank sets certain threshold
requirements that are accepted within the banks’ hedging strategy and risk management policy. In the hedge
documentation, the management defined that the hedge ineffectiveness can arise from:

- The timing difference of the cash flows of the hedging instrument and the hedged item;

- The counterparty’s credit risk impact on the fair values; and

- Difference between agreed forward exchange rate and market forward exchange rate as of hedge accounting
inception date.

IFRS 9 recommends hedge accounting to align with the bank’s risk management objectives and requires to make
an on-going assessment of whether the hedge continues to meet the hedge effectiveness criteria. The bank
internally set hedge effectiveness ratio to be within 60%-140% range and the bank constantly measures the
hedge effectiveness.

For hedge accounting eligible long-term CCSwaps the bank conducted sensitivity analysis.
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4. Critical Accounting Estimates, and Judgments in Applying Accounting Policies (Continued)
4.8. Hedge accounting (continued)

The bank conducted sensitivity analysis assuming the hedge effectiveness ratio to be within 80%-120% range.
Taking into account the adjusted effectiveness ratio as of 31 December 2023, bank’s gain in cash flow hedge
reserve in OCI would have decreased by MNT 871,149 thousands and net losses from financial derivatives in
profit and loss would have decreased by MNT 871,149 thousands.

4.9 Performance guarantees

The Bank analysed the issued performance guarantee contracts to assess whether they would meet the definition
of insurance contracts in the scope of IFRS 17. The Bank has concluded that certain of its performance guarantee
contracts expose the Bank solely to credit risk of the applicant because (i) all the contracts require the customers
who apply for a guarantee to fully collateralize their obligations to indemnify the Bank as the issuer and (ii) there
are no scenarios with commercial substance where the Bank would have to pay significant additional amounts to
the holders of such guarantees. Accordingly, the Bank accounts for these contracts as loan commitments in
accordance with IFRS 9. The gross amount of the performance guarantees issued and accounted for as loan
commitments is MNT 45,542,538 thousands (31 December 2022: MNT 31,534,059 thousands) and the carrying
value of the related liability recognised in the statement of financial position is MNT 45,907,294 thousands at 31
December 2023 (31 December 2022: MNT 41,819,295 thousands). The fee income recognised for these
performance guarantees was MNT 6,090 thousands for the year ended 31 December 2023 (2022: MNT 7,431
thousands).

5. Adoption of New or Revised Standards and Interpretations
The following amendments became effective from 1 January 2023:

- IFRS 17 “Insurance Contracts” (issued on 18 May 2017 and effective for annual periods beginning on or
after 1 January 2023).

- Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for annual
periods beginning on or after 1 January 2023).

- Transition option for insurers applying IFRS 17 — Amendments to IFRS 17 (issued on 9 December 2021
and effective for annual periods beginning on or after 1 January 2023).

- Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of Accounting policies (issued on 12
February 2021 and effective for annual periods beginning on or after 1 January 2023).

- Amendments to IAS 8: Definition of Accounting Estimates (issued on 12 February 2021 and effective for
annual periods beginning on or after 1 January 2023).

- Deferred tax related to assets and liabilities arising from a single transaction — Amendments to IAS 12
(issued on 7 May 2021 and effective for annual periods beginning on or after 1 January 2023).

- Amendments to IAS 12 Income taxes: International Tax Reform — Pillar Two Model Rules (issued 23 May
2023).

The application of the amendments had no significant impact on the Bank’s financial statements.
6. New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods beginning
on or after 1 January 2024 or later, and which the Bank has not early adopted.

- Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22 September
2022 and effective for annual periods beginning on or after 1 January 2024).

- Classification of liabilities as current or non-current — Amendments to IAS 1 (originally issued on 23
January 2020 and subsequently amended on 15 July 2020 and 31 October 2022, ultimately effective for
annual periods beginning on or after 1 January 2024).

- Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures:
Supplier Finance Arrangements (Issued on 25 May 2023).

Unless otherwise described above, the new standards and interpretations are not expected to affect significantly
the Bank’s financial statements.
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7. Cash and cash equivalents

In thousands of MNT

31 December 2023

31 December 2022

Cash on hand 201,506,285 212,128,736
Current account with BoM 218,195,709 1,250,828,153
BoM treasury bills 3,065,853,012 1,924,514,033
Due from banks - less than three months 1,439,240,653 981,378,356
Government bonds 34,061,072 6,848,102
Total carrying amount of cash and cash equivalents 4,958,856,731 4,375,697,380
Less: Credit loss allowance on cash and cash equivalents (1,129,657) (2,285,179)

Net cash and cash equivalents

4,957,727,074

4,373,412,201

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. Cash and cash equivalents include all interbank placements
and reverse sale and repurchase agreements with other banks with original maturities of less than three months.
Funds restricted for a period of more than three months on origination are excluded from cash and cash
equivalents, both in the statement of financial position and for the purposes of the statement of cash flows. Cash
and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash flows and
those cash flows represent SPPI, and (ii) they are not designated at FVTPL.

The payments or receipts presented in the statement of cash flows represent transfers of cash and cash
equivalents by the Bank, including amounts charged or credited to current accounts of the Bank’s counterparties
held with the Bank, such as loan interest income or principal collected by charging the customer’s current account
or interest payments or disbursement of loans credited to the customer’s current account, which represents cash
or cash equivalent from the customer’s perspective.

As of 31 December 2023, the Bank had current accounts held with three Russian banks in amount of MNT
150,845 thousands (31 December 2022: MNT 192,649 thousands), which the Bank assessed to have significant
increase in the credit risk and therefore classified them in Stage 2 and provided lifetime ECL in amount of MNT
122,788 thousands (31 December 2022: MNT 151,711 thousands). Remaining cash and cash equivalent
balances are classified in Stage 1.

Repurchase agreements are collateralized by BoM treasury bills in the amount of MNT 29,009,000 thousands as
of 31 December 2023 (31 December 2022: MNT 175,582,000 thousands). The pledgee does not have right to
repledge or sell those treasury bills. Remaining cash and cash equivalents, including the balances with the central
bank (other than mandatory reserve) are not collateralised.

Impairment allowance for cash and cash equivalents excluding cash on hand
|

The table below shows the credit quality and the maximum exposure to credit risk based on the Bank’s internal
credit rating system and year-end stage classification. The amounts presented are gross of impairment
allowances. The Bank uses S&P's annual global corporate and sovereign default and rating transition study in
the impairment valuation of non-credit financial assets and uses speculative grade rates for the non-rated
corporate. Details of the Bank’s internal grading system and policies about whether ECL allowances are
calculated on an individual or collective basis are set out in Note 37:

Internal rating grade as at 31 December 2023:

Current account BoM treasury bills Due from banks - Government Total
with BoM less than three bonds

In thousands of MNT months
AA-to AA+ rating - - 59,174,044 34,061,072 93,235,116
A- to A+ rated - - 275,007,447 - 275,007,447
BBB- to BBB+ rated - - 1,897,000 - 1,897,000
BB- to BB+ rated - - 6,044,979 - 6,044,979
B- to B+ rated 218,195,709 3,065,853,012 1,063,309,391 - 4,347,358,112
C to CCC+ rated - - 150,845 - 150,845
Not rated - - 33,656,947 - 33,656,947
Total 218,195,709 3,065,853,012 1,439,240,653 34,061,072 4,757,350,446

15



KHAN BANK JSC

Notes to the Financial Statements - 31 December 2023

7. Cash and cash equivalents (Continued)

Internal rating grade as at 31 December 2022:

Current account BoM treasury bills Due from banks - Government Total
with BoM less than three bonds

In thousands of MNT months
AA- to AA+ rating - - 83,992,693 6,848,102 90,840,795
A-to A+ rated - - 213,857,899 - 213,857,899
BBB- to BBB+ rated - - 6,595,720 - 6,595,720
BB- to BB+ rated - - 4,300,157 - 4,300,157
B- to B+ rated 1,250,828,153 1,924,514,033 654,503,266 - 3,829,845,452
C to CCC+ rated - - 192,649 - 192,649
Not rated - - 17,935,972 - 17,935,972
Total 1,250,828,153 1,924,514,033 981,378,356 6,848,102 4,163,568,644

Investing transactions that did not require the use of cash and cash equivalents, and were excluded from the

statement of cash flows are as follows:

In thousands of MNT 2023 2022
Non-cash investing activities
Acquisition of debt securities at FVOCI in exchange for securities 54,548,914 -

Proceeds from disposal of debt securities at FVOCI in the form of securities
Acquisition of debt securities at AC in exchange for securities

Proceeds from disposal of debt securities at AC in the form of securities
Acquisition of debt securities at AC in exchange for loans

(105,893,362) -
182,449,522 -
(128,293,346)

41,467,200 228,675,600

Non-cash investing activities

44,278,928 228,675,600

8. Mandatory reserves with the Bank of Mongolia

In thousands of MNT

31 December 2023

31 December 2022

Mandatory reserves with the BoM

Less: Credit loss allowance on mandatory reserves with the BoM

1,103,720,018
(12,764,762)

980,607,485
(11,502,658)

Net mandatory reserves

1,090,955,256

969,104,827

Mandatory cash balances with the BoM are carried at AC and represent non-interest bearing mandatory reserve
deposits, which are not available to finance the Bank’s day to day operations, and hence are not considered as
part of cash and cash equivalents for the purposes of the statement of cash flows.

The mandatory reserve held with the BoM are determined at not less than 8.0% (local currency) and 18.0% (foreign
currency) of customer deposits based on average balance of two (2) weeks. As at 31 December 2023, the average
reserves required by BoM for that period of 2 weeks were MNT 738,212,966 thousands (2022: MNT 589,764,840
thousands) for local currency and MNT 365,507,051 thousands (2022: MNT 390,842,645 thousands) maintained on
current accounts with BoM.

The credit quality of mandatory reserves with the Bank of Mongolia based on the Bank’s internal credit rating system
is in the range of “B- to B+ rated” as at 31 December 2023 and 31 December 2022. Details of the Bank’s internal
grading system and policies about whether ECL allowances are calculated on an individual or collective basis are
setoutin Note 37. For the purpose of ECL measurement, mandatory reserves with the Bank of Mongolia are included
in Stage 1 as of 31 December 2023 and 31 December 2022.
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8. Mandatory reserves with the Bank of Mongolia (Continued)

An analysis of changes in the gross carrying amount and the corresponding ECL allowance as at 31 December 2023
and 31 December 2022 is, as follows:

2023 2022
In thousands of MNT Stage 1 Stage 1
Gross carrying amount as at 1 January 980,607,485 818,615,281
Net movement during the year 123,112,533 161,992,204
At 31 December 1,103,720,018 980,607,485
ECL allowance as at 1 January 11,502,658 9,533,549
Net charge for the year (Note 30) 1,262,104 1,969,109
At 31 December 12,764,762 11,502,658

9. Due from other banks

Amounts due from other banks are recorded when the Bank advances money to counterparty banks. Amounts
due from other banks are carried at AC when: (i) they are held for the purposes of collecting contractual cash
flows and those cash flows represent SPPI, and (ii) they are not designated at FVTPL.

Due from other banks represent local currency deposits maintained with a Multilateral Development Bank
(“MDB”). The placements held as of 31 December 2023 are denominated in MNT with original maturity greater
than 1 year and fixed annual interest rate of 14.50% and 15.50%. For the purpose of ECL measurement, credit
risk grade of the MDB is excellent, therefore the Bank did not recognise any credit loss allowance for due from
other banks.

The credit quality of due from banks based on the Bank’s internal credit rating system is in the range of “AAA rated”
as at 31 December 2023.

10. Financial investments

In thousands of MNT 31 December 2023 31 December 2022
Debt securities at AC 1,185,802,247 1,038,725,692
Debt securities at FVOCI 77,090,484 186,302,687
Debt securities measured at FVTPL 339,742,993 249,068,185
Total debt securities 1,602,635,724 1,474,096,564
Equity securities measured at FVOCI 4,970,548 4,267,181
Total equity securities 4,970,548 4,267,181
Total financial investments 1,607,606,272 1,478,363,745

Investments in debt securities. Based on the business model and the cash flow characteristics, the Bank
classifies investments in debt securities as carried at AC, FVOCI or FVTPL. Debt securities are carried at AC if
they are held for collection of contractual cash flows and where those cash flows represent SPPI, and if they are
not voluntarily designated at FVTPL in order to significantly reduce an accounting mismatch.

Debt securities are carried at FVOCI if they are held for collection of contractual cash flows and for selling, where
those cash flows represent SPPI, and if they are not designated at FVTPL. Interest income from these assets is
calculated using the effective interest method and recognised in profit or loss. An impairment allowance estimated
using the expected credit loss model is recognised in profit or loss for the year. All other changes in the carrying
value are recognised in OCI. When the debt security is derecognised, the cumulative gain or loss previously
recognised in OCl is reclassified from OCI to profit or loss.
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10. Financial investments (Continued)

Investments in debt securities are carried at FVTPL if they do not meet the criteria for AC or FVOCI. The Bank
may also irrevocably designate investments in debt securities at FVTPL on initial recognition if applying this option
significantly reduces an accounting mismatch between financial assets and liabilities being recognised or
measured on different accounting bases.

Debt securities represent Government bonds, BoM treasury bills, senior and junior RMBSs and Corporate bonds.

Government bonds, listed on international markets are measured either at FVOCI or AC following the business
model of the financial assets.

BoM treasury bills, unquoted securities are measured at AC and these are interest-bearing long-term securities
issued by the Government.

Corporate bonds, unquoted and quoted securities institutions are measured at AC.

Senior RMBSs are interest bearing long-term securities issued by MIK and are required to be sold to BoM and
Ministry of Finance of Mongolia as repayment for the mortgage funding which was issued to commercial banks
for financing subsidised mortgage loans.

Junior RMBS are interest-bearing long-term securities issued by MIK which per the Securities Law of Mongolia,
are required to be held by commercial banks for at least 3 years.

In addition to that, investments in asset backed securities issued by Securities Financing Corporation LLC (“SFC”)
are included in both senior and junior RMBS.

The increase in debt securities measured at FVTPL in 2023 relates to the investments in asset backed securities
issued by SFC, while the decrease in Debt securities at FVOCI relates to the redemption of investment in Government
bonds measured at FVOCI.

The table below discloses investments in debt securities at 31 December 2023 by measurement categories and
classes:

Debt securities Debt securities at Debt securities

measured at Total

In thousands of MNT FVTPL Fvocl atAC

Government bonds - 78,595,711 610,714,371 689,310,082
BoM treasury bills - 455,485,593 455,485,593
Senior bonds 138,952,185 - 39,895,361 178,847,546
Junior bonds 200,790,808 - - 200,790,808
Corporate bonds - - 92,647,779 92,647,779
Total gross carrying amount 339,742,993 78,595,711 1,198,743,104 1,617,081,808
Less: credit loss allowance - (1,505,227) (12,940,857) (14,446,084)
Carrying value (fair value) 339,742,993 77,090,484 1,185,802,247 1,602,635,724
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10. Financial investments (Continued)

The table below discloses investments in debt securities at 31 December 2022 by measurement categories and

classes:
Debt securities Debt securities at Debt securities
measured at at AC Total

In thousands of MNT FVTPL

Government bonds 188,025,198 640,457,405 828,482,603
BoM treasury bills - - 308,425,600 308,425,600
Senior bonds 74,849,224 - 73,501,171 148,350,395
Junior bonds 174,218,961 - - 174,218,961
Corporate bonds - - 28,340,059 28,340,059
Total gross carrying amount 249,068,185 188,025,198 1,050,724,235 1,487,817,618
Less: credit loss allowance (1,722,511) (11,998,543) (13,721,054)
Carrying value (fair value) 249,068,185 186,302,687 1,038,725,692 1,474,096,564

Movements in the credit loss allowance and in the gross carrying amount of debt instruments measured at FVOCI

and debt instruments at AC.

Debt securities

Debt securities

In thousands of MNT measured at FVOCI at AC

Gross carrying amount at 1 January 2023 188,025,198 1,050,724,235
Purchase/Addition 130,585,555 968,972,346
Matured/repaid financial investments (252,440,405) (810,569,733)
Changes in accrued interest 3,510,030 (6,289,506)
Foreign exchange difference (295,060) (4,094,238

Increase in fair value 9,210,393 -
At 31 December 2023 78,595,711 1,198,743,104
ECL allowance at 1 January 2023 1,722,511 11,998,543
Purchase of new investments 1,027,513 12,086,821
Changes to input used for ECL calculation 102,257 (5,158,928)
Recoveries/matured/repaid (1,347,054) (5,985,579)
Net (reversal)/charge for the period (Note 30) (217,284) 942,314
At 31 December 2023 1,505,227 12,940,857
At 31 December 2023 77,090,484 1,185,802,247
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10. Financial investments (Continued)

Debt securities

Debt securities

In thousands of MNT measured at FVOCI at AC

Gross carrying amount at 1 January 2022 209,497,188 562,446,909
Purchase/Addition 56,035,308 696,246,124
Matured/repaid financial investments (93,256,063) (281,893,933)
Changes in accrued interest (6,058,105) (42,615,727)
Foreign exchange difference 35,839,528 116,540,862

Decrease in fair value

(14,032,658)

At 31 December 2022 188,025,198 1,050,724,235
ECL allowance at 1 January 2022 3,489,529 9,358,111
Purchase of new investments 485,888 6,044,161
Changes to input used for ECL calculation (1,216,898) (1,887,431)
Recoveries/matured/repaid (1,036,008) (1,516,298)
Net (reversal)/charge for the period (Note 30) (1,767,018) 2,640,432
At 31 December 2022 1,722,511 11,998,543
At 31 December 2022 186,302,687 1,038,725,692

The table below contains an analysis of the credit risk exposure of debt securities measured at FVOCI for which
an ECL allowance is recognised, based on credit risk grades. All debt instruments measured at FVOCI are
included in Stage 1. Refer to Note 37 for the description of credit risk grading system used by the Bank and the
approach to ECL measurement, including the definition of default and SICR as applicable to debt securities at

FVOCI.
In thousands of MNT 31 December 2023 31 December 2022
Gross Credit loss Carrying Gross Credit loss Carrying
carrying allowance value (fair carrying allowance value (fair
amount value) amount value)
AA-to AA+
Government bonds - - - 42,964,416 - 42,964,416
B- to B+
Government bonds 78,595,711 (1,505,227) 77,090,484 145,060,782 (1,722,511) 143,338,271
Total debt securities 78,595,711 (1,505,227) 77,090,484 188,025,198 (1,722,511) 186,302,687
measured at FVOCI T T e e e T
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10. Financial investments (Continued)

The following table contains an analysis of debt instruments at AC by credit quality based on credit risk grades.
All debt instruments measured at AC are included in Stage 1. Refer to Note 37 for the description of credit risk
grading system used by the Bank and the approach to ECL measurement, including the definition of default and
SICR as applicable to debt instruments at AC.

In thousands of MNT 31 December 2023 31 December 2022
Gross Credit loss Carrying Gross Credit loss Carrying
carrying allowance value carrying allowance value
amount amount
B- to B+
Government bonds 610,714,371 (8,209,122) 602,505,249 640,457,405 (8,177,104) 632,280,301
BoM treasury bills 455,485,593 (1,394,716) 454,090,877 308,425,600 (1,039,757) 307,385,843
Corporate bonds 85,540,105 (1,802,157) 83,737,948 28,340,059 (391,799) 27,948,260
Not rated
Senior bonds 39,895,361 (1,302,838) 38,592,523 73,501,171 (2,389,883) 71,111,288
Corporate bonds 7,107,674 (232,024) 6,875,650 - - -

Total debt securities

1,198,743,104 (12,940,857) 1,185,802,247  1,050,724,235 (11,998,543)  1,038,725,692
measured at AC

Investments in equity securities.

Equity securities at fair value represent equity investment in Mongolian stock exchange (“MSE”) and MIK Holding
JSC ("MIK”), listed on the Mongolian Stock Exchange.

11. Investments in associates

In thousands of MNT 31 December 2023 31 December 2022
Credit Information Bureau (CIB) 243,638 243,638
Mongolian Banking Association Property Management (MVBAPM) 39,951 39,951
Carrying amount at 31 December 283,589 283,589

As of 31 December 2023, the Bank’s ownerships in MBAPM and CIB were 10.00% and 18.88%, respectively.
(2022: 10.00% and 18.88%). The Bank exercises significant influence through their representations in the Board
of Directors of these entities. During the year, no share of profits of these associates were accounted for by the
Bank as they were deemed de minimis.
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12. 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 derivatives are measured. The notional
amounts indicate the volume of transactions outstanding at the year end and are indicative of neither the market risk
nor the credit risk.

Notional amount Fair value

Receivable Pavable Fair value of Fair value of
In thousands of MNT y assets liabilities
Long-term derivatives 1,832,159,489  1,787,006,314 47,260,829 4,977,339
Hedging instruments eligible for 1,093,806,142  1,073,585,764 19,710,937 2,291,097
hedge accounting
Hedging instruments not eligible for 7.0 555 347 743 420,550 27,549,892 2,686,242
hedge accounting
Short-term derivatives 57,867,582 58,678,074 . 721,213
Total FV of derivatives as at 31 1,890,027,071  1,845,684,388 47,260,829 5,608,552
December 2023
Notional amount Fair value

Receivable

Payable

Fair value of

Fair value of

In thousands of MNT assets liabilities
Long-term derivatives 1,280,737,905  1,159,776,705 128,660,248 4,516,477
Hedging instruments eligible for 786,792,419 696,402,522 91,425,523 (149,503)
hedge accounting
Hedging instruments not eligible for o5 515 15 463,374,183 37,234,725 4,665,980
hedge accounting
Short-term derivatives 48,700,955 48,673,261 - 380,420
Total FV of derivatives as at 31 1,320,438,860  1,208,449,966 128,660,248 4,896,897

December 2022

Derivative financial instruments. Derivative financial instruments, including currency swaps, are carried at their
fair value.

All derivative instruments are carried as assets when fair value is positive, and as liabilities when fair value is
negative. Changes in the fair value of derivative instruments are included in other comprehensive income and
profit or loss for the year (gains less losses on derivatives).

Hedge accounting. The Bank designates certain derivatives (cross-currency swaps) as hedging instruments and
they are designed to hedge the risk of variability of cash flows denominated in USD from the long-term borrowings
received from foreign banks and financial institutions, which constitute hedge items.

To calculate the changes in fair value of the hedged item attributable to the hedged risk, the Bank uses the
hypothetical derivative method. The hypothetical derivative method involves establishing a notional derivative that
would be the ideal hedging instrument for the hedged exposure (normally an interest rate swap or forward contract
with no unusual terms and a zero fair value at inception of the hedge relationship). The fair value of the
hypothetical derivative is then used as a proxy for the net present value of the hedged future cash flows against
which changes in value of the actual hedging instrument are compared.
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12. Derivative financial investments (Continued)

The table below sets out the fair values, at the end of the reporting period, of currencies receivable or payable
under the foreign exchange forward and swap contracts entered by the Bank. The table reflects gross positions
before the netting of any counterparty positions (and payments) and covers the contracts with settlement dates
after the end of the respective reporting period. Derivatives have potentially favourable (assets) or unfavourable
(liabilities) conditions resulting from fluctuations in market interest rates, foreign exchange rates or other variables
relative to their terms. The aggregate fair values of derivative financial assets and liabilities can fluctuate
significantly from time to time.

Assets Liabilities Assets Liabilities
In thousands of MNT 2023 2023 2022 2022
Foreign exchange forwards and swaps: fair values, at
the end of the reporting period, of
—Receivable on settlement (+) 1,858,269,668 17,421,548 1,254,515,848 48,037,585
—Payable on settlement (=) (1,811,008,839) (23,120,100)(1,125,855,600) (52,934,482)

Net fair value of foreign exchange forwards and swaps 47,260,829 (5,698,552) 128,660,248 (4,896,897)

The Bank’s exposure under derivative contracts is closely monitored as part of the overall management of its market
risk. The effects of respective hedge accounting on financial position and performance are disclosed in Note 29 and
Note 37 and below.

In terms of hedge eligible for hedge accounting, the USD denominated long-term borrowings received from foreign
banks and financial institutions designated as hedged item being eligible for hedge accounting have a notional amount
of USD 320,699 thousands as of 31 December 2023 (31 December 2022: USD 228,413 thousands) with annual
floating interest rates ranging from 6m SOFR plus margin of 3.4% to 4.3% p.a. (31 December 2022: 6m Libor or
SOFR plus margin of 3.0% to 4.2% p.a.) or fixed annual interest rates ranging from 4.1% to 4.5% p.a. (31 December
2022: 3.5% to 4.5% p.a.).

The following table provides information regarding the changes in the fair value of hedging instruments eligible for
hedge accounting.

Cash flow Changes in the fair Change in value of inefftﬂ:ii(\’/%?\ess
hedges Hedging value of hedging the hedged item used - .
. . Hedged . - . recognised in the
in thousands of instrument . instruments eligible for calculating
risk . . . statement of
MNT for hedge accountin ineffectiveness

profit and loss

Cross currency

31 December 2023 interest rate FX risk (22,890,576) 18,255,772 (4,634,804)
swap
Cross currency
31 December 2022 interest rate FX risk 97,232,286 (81,958,751) 15,273,535
swap

The table below provides a breakdown of hedging instruments’ timing profile:

In thousands of MNT Less than 3 From 3to 6 From 6 to 12 From1to5 More than 5

months months months years years
MNT receivables - 4,361,476 13,037,829 58,910,588 -
Average MNT rate - 14.0% 14.0% 14.0% -
MNT payables 60,671,562 52,107,653 159,938,208 1,418,296,704 19,933,800
Average MNT rate 14.0% 14.0% 13.9% 14.0% 14.0%
USD receivables 62,968,572 59,693,571 167,544,713 1,444,813,169 20,829,571
Average USD rate 9.9% 9.5% 10.0% 9.9% 9.6%
USD payables - 4,774,966 14,154,364 57,129,057 -
Average USD rate - 9.3% 9.6% 10.4% -
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13. Loans and advances to customers

In thousands of MNT 31 December 2023 31 December 2022

Gross carrying amount of loans and advances to customers at AC 9,486,001,509 7,599,161,904
Less credit loss allowance (652,449,894) (566,704,290)
Total carrying amount of loans and advances to customers at AC 8,833,551,615 7,032,457,614
Loans and advances at FVTPL 183,423,240 378,606,395
Total loans and advances to customers 9,016,974,855 7,411,064,009

Loans and advances to customers are recorded when the Bank advances money to purchase or originate a loan
due from a customer. Based on the business model and the cash flow characteristics, the Bank classifies loans
and advances to customers into one of the following measurement categories:

(i) AC: loans that are held for collection of contractual cash flows and those cash flows represent SPPI and
loans that are not voluntarily designated at FVTPL, and
(ii) FVTPL: loans that do not meet the SPPI test or other criteria for AC or FVOCI are measured at FVTPL.

Impairment allowances are determined based on the forward-looking ECL models. Note 37 provides information
about inputs, assumptions and estimation techniques used in measuring ECL, including an explanation of how
the Bank incorporates forward-looking information in the ECL models.

Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition less
any principal repayments, plus accrued interest, and for financial assets less any allowance for expected credit
losses. Accrued interest includes amortisation of transaction costs deferred at initial recognition and of any
premium or discount to maturity amount using the effective interest method. Accrued interest income and accrued
interest expense, including both accrued coupon and amortised discount or premium (including fees deferred at
origination, if any), are not presented separately and are included in the carrying values of related items in the
statement of financial position.

The effective interest method is a method of allocating interest income or interest expense over the relevant
period, so as to achieve a constant periodic rate of interest (effective interest rate) on the carrying amount. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts (excluding
future credit losses) through the expected life of the financial instrument or a shorter period, if appropriate, to the
gross carrying amount of the financial instrument.

The effective interest rate discounts cash flows of variable interest instruments to the next interest repricing date,
except for the premium or discount, which reflects the credit spread over the floating rate specified in the
instrument, or other variables that are not reset to market rates. Such premiums or discounts are amortised over
the expected life of the instrument. The present value calculation includes all fees paid or received between
parties to the contract that are an integral part of the effective interest rate. For assets that are purchased or
originated credit impaired (“POCI”) at initial recognition, the effective interest rate is adjusted for credit risk; i.e. it
is calculated based on the expected cash flows on initial recognition instead of contractual payments.

Credit loss allowance for ECL. The Bank assesses, on a forward-looking basis, the ECL for debt instruments
measured at AC and FVOCI and for the exposures arising from loan commitments and financial guarantee
contracts. The Bank measures ECL and recognises credit loss allowance at each reporting date. The
measurement of ECL reflects:

(i) an unbiased and probability weighted amount that is determined by evaluating a range of possible

outcomes,

(ii) time value of money and

(iii) all reasonable and supportable information that is available without undue cost and effort at the end of

each reporting period about past events, current conditions and forecasts of future conditions.
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13. Loans and Advances to Customers (Continued)

Debt instruments measured at AC are presented in the statement of financial position net of the allowance for
ECL. For loan commitments and financial guarantees, a separate provision for ECL is recognised as a liability in
the statement of financial position. For debt instruments at FVOCI, changes in amortised cost, net of allowance
for ECL, are recognised in profit or loss and other changes in carrying value are recognised in OCI as gains less
losses on debt instruments at FVOCI.

The Bank applies a three stage model for impairment, based on changes in credit quality since initial recognition.
A financial instrument that is not credit-impaired on initial recognition is classified in Stage 1. Financial assets in
Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL that results from default
events possible within the next 12 months or until contractual maturity, if shorter (“12 Months ECL”). If the Bank
identifies a significant increase in credit risk (“SICR”) since initial recognition, the asset is transferred to Stage 2
and its ECL is measured based on ECL on a lifetime basis, that is, up until contractual maturity but considering
expected prepayments, if any (“Lifetime ECL”).

Refer to Note 37 for a description of how the Bank determines when a SICR has occurred. If the Bank determines
that a financial asset is credit-impaired, the asset is transferred to Stage 3 and its ECL is measured as a Lifetime
ECL. The Bank’s definition of credit impaired assets and definition of default is explained in Note 37. For financial
assets that are purchased or originated credit-impaired (“POCI Assets”), the ECL is always measured as a
Lifetime ECL. Note 37 provides information about inputs, assumptions and estimation techniques used in
measuring ECL, including an explanation of how the Bank incorporates forward-looking information in the ECL
models.

As an exception, for certain financial instruments, such as credit cards, that may include both a loan and an
undrawn commitment component, the Bank measures expected credit losses over the period that the Bank is
exposed to credit risk, that is, until the expected credit losses would be mitigated by credit risk management
actions, even if that period extends beyond the maximum contractual period. This is because contractual ability
to demand repayment and cancel the undrawn commitment does not limit the exposure to credit losses to such
contractual notice period.

During 2023, a loss on initial recognition of loans at rates below market in the amount of MNT 3,785,133
thousands (2022: MNT 3,656,941 thousands) has been recorded in profit or loss for the year.

Financial assets — write-off. Financial assets are written-off, in whole or in part, when the Bank exhausted all
practical recovery efforts and has concluded that there is no reasonable expectation of recovery. The write-off
represents a derecognition event. The Bank may write-off financial assets that are still subject to enforcement
activity when the Bank seeks to recover amounts that are contractually due, however, there is no reasonable
expectation of recovery.

Gross carrying amount and credit loss allowance amount for loans and advances to customers, including at AC
by classes at 31 December 2023 and 31 December 2022 are disclosed in the table below:

31 December 2023 31 December 2022
Gross Gross
In thousands of carrying Credit loss Carrying carrying Credit loss Carrying
MNT amount allowance amount amount allowance amount
Business loans 4,616,191,834 (463,656,001) 4,152,535,833  4,004,941,079 (423,291,321) 3,581,649,758
Consumer loans 4,207,102,149 (149,514,440) 4,057,587,709  2,888,108,397 (130,476,550) 2,757,631,847
Agricultural loans 662,707,526 (39,279,453) 623,428,073 706,112,428 (12,936,419) 693,176,009
Total 9,486,001,509 (652,449,894) 8,833,551,615 7,599,161,904 (566,704,290) 7,032,457,614

25



9¢

¥£8°161°919'Y Z12'68Z°8.€ ¥16°288°6£6 80.'610°86Z°C 100°9G9°c9y  9ZE0LY 262 991°795°61 1 602°c89°9F €202 J1aqwiada( L IV

SjuswaAow

(P62°18Y°L) (882'v9) 680°C (s60'02t°L) (z10'29) (z6¥'9v) 819 (gcL'aL) Jayjo pue uoiejsuel
abueyoxe ublaio4
(ZLL'pL) (ZL1'pL) - - (ZLL'pL) (ZL1'p1) - - SHO-81AN
:pouad a8y} Joj ebieyd aduemolje SSoj Jipald uo joedul JNOYHM SJUBLLBAOH

pouad ay)

3 3 3 3 A 3 ‘ V £ . 3 ‘ 3 3 A ‘ 3 V A ‘ 3 V ‘_Oh @m._ﬂ—._n.U QO:W\SO__N

999°'9¥2°219 16.°605°8.L 10L‘891°9L1 9.6‘V0¥‘01L 608°‘0vv‘oF £08'V1S‘cS 8cy'ocLl 9GG°2E6°L1 $50] JIpaId U Joeduiy
UY}IM SjuswdAow |ejoj

) i ) i . e e . suondwnsse
10L'228'YY LG LS 0L 090'Z8¢'cE 962'/¥6 sjopow 0] sebueyn

. . o (et ot . N . 1sauoUl
9z8'LLS 1€81°12€ (8v€'20v'9) LE¥'985'9 (zse'22se) 299yl (ovz'6vv'e) (vL1'922) peniooe U sebueys
- G0G'08G°18) (s0G‘08s°L8L) - £10'/96'8S 912'8£9'501 (£0Z'129'9%) - ¢ abejg 0} sigjsuel] -
- (102'€9) cPe'8lLe8'LLS (Zv9'v92°115) €08'LEE'SL (sL1'op) LGO'LEE LY (e£1'696'52) Z ebeyg oy sisysuel] -
- - (1¥6'6L1'89) L¥6'6LY 89 (zoz'6.L'2) - (098'691'€) 859'062'L | abejs 0} wimcew -

et (ot s () — ()t poua

(716'9¥1'201°2) (0sL'vre'eol) (l06'zs6'6LL)  (e9z'6¥8'812'9)  (€28'29G'evl)  (112'612°29) (e86'v12'62) (621'€25°19) oy BuLNp poziuBosaiag

ontnl 1t . (et (o AtaTat ot ) o . paseyoind
YGLL8EYLL L 162'69€°882 £0G'2L0'9ZY L £92'6£5'69 LE1'6Y6'S 925'68G°€9 10 pOIEUIBLIO MON
6.0°L6'¥00Y 92£'868°662 9Z6°L¥0°9LLL  LZ8‘VE0°68S°T Lzeiez'cey T '9G6°che 982'869°0Z1 £06°9£9°'8S 2202 1aqwiada( L IV
SNVO1 SSaNIsng
(paaredwi yipaud (doI1s - (paaredwy yipaid (™oIs (703 LNW JO spuesnoyj uj

(7193 syuow-z})
[ejo1 10§ 103 awisdy|) 1oy 1D dwinsl) | oberg lejol Joj o3 awnayl]) 10103 swey|)  syjuow-gi)
¢ abejg Z abejsg ¢ abejg g 9beysg | abeyg

junowe buifiied ssoig

92UBMO|[B SSO| }Ipal)

:spouad aanesedwod pue Buniodal ayj Jo pus ay) pue Buiuuibaq ay;
u9aM}aq }S0D pasiLowe Je Pallled SI8WO0l}SNd 0} SSOUBAPE pue Sueo| Joj Junowe BuiAiied ssolb pue aouemoje Ssoj JIpald ay} ul sebueyo ay} asojosIp sajqe} Buimojjo) ayl

(panunuo)) siswolsny 0} SEd2UBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



/C

6.0°L6'¥00Y 92£'868°662 9Z6°L¥0°9LLL  LZ8‘VE0°68S°T Lzeiez'cey T '956°che 982'869°0Z1 £06°9£9°8S 220z Joquivdaq LE IV

SjuswsAow

ovy'8ze’s 8GZ'S6L L GG9'9¢ 125'960°C 1616ZE°L 188'81Z°L 20501 808'G¢ Jayjo pue uole|suel
abueyoxs ubialo4
(620'L21) (620'L21) - - (620'L2L) (620°L21) - - SHO-BYIAN
:pouad ayj} Joj 8bieyd aouemojje SSoj }Ipalo uo joedul JNOYJM SJUBLUBAOHY

pouad ay)

] 13 (] ] 1] 1] 1] ‘ 1] ] 1] 1] ] ] (] ] LO* wmhm—(—u 00—.‘—NBO——N

809251862 6ez'celes 616692067 (995°9¥8‘6H2) 8G51'682°G6 680°‘8hE‘c9 8£.°008°69 (9¢°658°2¢€) $50] IpeI> uo Joedult
UY}IM SjuswdAow |ejoj
- - - - 0€.'928'61 669'VL¥'Ey (z/8'6LL'VL) (260'89%'6) sjepow 0} sebuey)

}salaul
(¥2'0¢€1) (61'602°€) 0.2'S€€'C 8/9'2vZ'L (220'vv6) (512'096'2) ¥0£'€62'C (9L1°222) paniooe ur sebueyg
- 8/£'8£8°121 (82£'8¢€8°'221) - £0€'600°L€E ¥20'8GG'SS (122'285'v2) - ¢ obeyg oy sigysuel] -
- (0¥2°229'¢) ¥SLZYo'ovL (PL¥'vLO°2EL) ZGG'SLS VS (8e9'vLv'L) 111'61L0°26 (226'820'LY) Z obeyg oy sigysuel] -
- - (986'c50'521) 98G'€50'5Z) (506°122') - (66£'6£2'S) ¥68°'29%°L | ebejs 0} wéwcew -

pous

(28¢'821'5€6'G) (061°892'99) (z60'66.2'081) (501195°289'6)  (182'956'¥6)  (582°681°LE) (£6G6°115°12) (cov'ssz'ey) ay} Buunp psziuboosieg

OvL LLY'EET'9 - 1606608} 689'2E¥'250°9 98L'vLL'06 - 206°LLY'9E ¥82'20L'€S peseyoind
10 pajeulblio maN
090°185°c0.°E Zv8°050°sHe AT IR A 998'¥8.°2£8C 669°26.9Z¢  68L°0S¥‘6LL 910°288‘0S 09109196 120Z Joquiadaq LE IV
SNVO1 SSaNIsSng
(paaredwi yipaud (doIs ] (pauredwy ypaid (™ors (703 LNW Jo spuesnoyj uj

(7193 syuow-z}) -
lejoL Joj 103 awnay) 1oy 103 awney|) , obeg lejoL Joj 103 awnay) Joj1O37 awpey)  syjuow-gi)
¢ abe)g Z abejg ¢ abejg Z abeyg | abejg

junowe Buikiies ssoig

@ouUBMO||e SSO| }Ipal)

(panunuo)) s1awolisny 0} SEOUBAPY pue sueoT "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



6v1°20L 202V vee'Lov'sel €56'V.2Z'veET z.8'66€'LY8'E ovv'vIG'6VL  655°'G28°S6 zvs‘oLz'Le 6€0'8LY'9C €20¢ 1dquiadeq L W

SjuswsAow

(866°¢c) (v6v) (1¥) (ezv'e) (20€) (182) - (92) Jay)o pue uone|sues
abueyoxe ublaio4

:pouiad 8y} Joj 8bieyo 8oueMOjje SSO| JIPa.lo UO Jorduwl JNOYNIM SJUBLUBACHY

pouad

‘ 3 ‘ ‘ 3 3 3 ‘ ‘ 3 3 3 ‘ ‘ ‘ 3 3 3 ayj} Joj wm.hmr_nv ajuemojje
0LLL668LEL L59'682'6 (129°086'69) ¥.9'889'G.€C'L 16186061 (4411 L€E6'6L9 L yeooci oL ss0| IpaId uo joedui

U}IM sjuswiaAow |ejo |

- - _ _ ‘ ‘ ‘ . . ; . . suondwnsse
€0L'226'CL  2SL'€Ll'E 8G/°991°/ £61286°C sjopow 0] sebueyy
LY Iv2\T LoL8L (286°282) £€£8°910°C2 ¥0Z'/8 vi6LL 062G/ - Jsausjul peniooe Ul sebueyy
- 818'9G1‘6¢ (818°9G16€) - GlY'666'CL  £€5'991°9L (8z1'291°€¢) - ¢ abejg 0) sisjsuel] -
- (5e6'861'Y) 166°L6L 6S (950°€69'¥S) 1¥5'G9/ (zerzoL'e) 69.'089'y (060'8172) Z obeyg o} sigysuel] -
- - (P79'691'S) ¥¥9'69%'S (¥00'292) - (088284) 9/8'02 | ebeis 0 w@wcm_m -
it Ces et . ol o (s et . ey 1t pous
(621'c9g'002'S)  (L2g'98€'ST) (1L8¥'298'6¥1) (29€'¥11'620'G)  (9€2'96G°2Y)  (S¥8'96¥'SL) (291'91€S) (¥22'€82'92) oy BuuNp paziuBooaisq
ol s ) e i . i s (ot paseyaind
8€G°€19'/6%'9 816'c09'69 029'600'8Z¥'9  890°229'6E 68296’ 6/./'859'v€ 10 PEIEUIBLIO MON
16£'801°888°C 19181911 619'66Z°00€ L29'V.L9'LIV'T  0GS9LP0SL  809°LES ‘Y6 116°069°61 1£0°88Z°91 T20Z J2quwiada( LE IV
SNVO1 ¥3IWNSNOD
(posredwi ypard (YIS (703 (pastedw ypasd (YIS (o3 1NW jo spuesnoyj uj
Joyo3 awney|)  Joj o3 swpay)  syuow-zi) Joy o3 swpey|) 104103 dwsyl)  Syuow-zj)
lejol ¢ obe)g Z obeyg | obeyg leyol ¢ obe)g Z obeyg | obeyg
junowe Buikiied ssoig aouemolje ssoj }Ipal)

(panunuo)) siswolsny 0} SEd2UBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



6¢

16£'801°888°C L9L‘8LL‘9LL 619°66Z°00€ L29'V.L9'LIV'T  0GS9LP0SL  809°LES ‘Y6 116°0S9°61 1£0°88Z°91 2207 1aqwiada( LE IV

SjuswaAow

9¢£G°201 1£20S 966'Y £08°1S £98°0¢ 1GZ'62 611 454 Jay)o pue uone|sues
abueyoxe ublaio4
(080°'c6E°L) (080'c6E°L) - - (0s0'c6e’l)  (080°c6EL) - - SHO-8}AN
:poLiad a8y} Joj ebieyd aduemolje SSoj Jipato uo joedul JNOYHM SJUBLLBAOH

pouad

9y} Joj abueys asuemojje

16V°865°62. (LL6'S¥Z’9) 109'¥61°292 6G8'6V9°CLY 125°0EL°CE  S16°€98'VT GZT'YS9'SlL (619°282°9) $S0| }1paI2 uo joedw
UY}IM sjuswaAow [ejo|
- - - - €01'969'9Z  616°L¥L 82 (c06'c6Y) (€16'166) sjepow o} sebuey)
AN 6£0°GL LLL'EEBL 699'828'S ¥.6'0S 90¢'8 91G'9LL (8¥8'cs) Jsausjul peniooe Ul sebueyy
- 86162 0¥ (861'¥6Z'0%) - L9S'6GY'ElL  968°202°8L (gee'syL'y) - ¢ abejg 0) sisjsuel] -
- (092'c61'9) 999°06%18€ (90¥'262'5.€) 020'8LL'Y (#80°185°) 8LLLYY0Z (Pro‘zyizt) Z obeyg o} sigysuel] -
- - (52¥'619'2) Gl¥'6Y9'C (G90°21€) - (£99'e¥E) 209'92 | ebeis 0 w@wcm_m -

pous
(222°128'690Y)  (8v6°19€0Y) (£z0'025°c8) (zog'es8'ste'e)  (L18'vev'oz) (2zL'el6'sl) (888'6¥2°1) (L98'122'2) ay} Buunp cmN_:mooemn_
(et (ot e paseyoin
£Y8'ZY9'L6L'Y ¥26'€82'S 616'8G£'98.Y  66.'/6G'Gl ¥8€'2€6°L Gl¥'G99°clL 10 PEIEUIBLIO MON
0SY'S6L°65L°CT  SL¥'99.°€Tl Z10°'950°8E €96'7/6°L66L  9YZ‘801L'86  91S°.£0°LL Z61°'666°C 8£2'610°€T 1202 J1aquiada( LE IV
SNVO1 ¥3IWNSNOD
(poaredwi yparo (YIS (703 (pautedwi ypasd  (¥9IS (703 LNW Jo spuesnoyj uj
Joyo3 awney|)  Joj o3 swpay)  syuow-zi) JojDo3 awiey|) 104103 dwnsyl)  syuow-zj)
lejol ¢ obe)g Z obeyg | obeyg leyol ¢ obe)g Z obeyg | obeyg

junowe Buikiied ssoig @ouUBMO||e SSO]| JIpal)

(panunuo)) siawolsny 0} SeOUBAPY pue sueoT "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



925°20.°299 981'66.°L 891‘8EV'L61 z18'69v°'e9y  €51°6.2°6E L06°2G.'S LoE‘861°0E Lsz'ezo’e €202 19quadeq L€ W

SOb ‘007° w7 ‘@La" opet ‘910" et Py pouad ayy
(zoe'vov'ey)  ove'00z'c Z8Y'YITYSL (veL'618'002) PEO'EVE9Z 605°910°C Iv8'6re'sT (91£'€20'p) 103 9BIRYD SIUEMO|[E S5O] JPOID

uo joeduwi YjIM sjuswisaAow |ejo |

- - - - £0t'995 L¥G'002 £82'052 €1G'GLL suondwnsse sjgpow 0} sebuey)
£8¢°/68 zes'e 9656829 (592'66€S) 1£9°C £V6°L 769 - Jsausjul penuooe Ul sabueyg
- 1610189 (161°0189) - LL0'0€GC 0€E'VE6C (61€'¥0Y) - ¢ abejg 0) sisjsuel] -
- (¥6188) 80.°2£9'012 (PLG'6¥5'012) €81°1GL'EE (1€0'02) ¥GG'160°.€ (o¥e‘022'€) Z obeyg 0y sigysuel] -
- - (zsg'129) 78¢€'12G (geeal) - (162'91) cly | ebejs 01 sisjsuel] -
(2z8'962'c12)  (BOZ'STS'E) (22¥'66€'95) (1¥1'228'c59) (885°€9.'02) (082'050°1L) (p2£'589'8) (b£6°220°L1) pouad ay} Buunp paziuboosiaq
ZvS'v61'699 - 822'¥20°L YLE'0/Y'899  92.'T/2'0) - ¥GL'ELL 2.6'8GL°0) paseyo.nd Jo pajeulBlio meN
8ZY'TLL‘90L 91665y 989°cZZ L€ 965682799  6L1'9€6°CL z6ELLE 09v'syL‘C 195°9¥0°2 2202 J1aquiada( LE IV
sueoj| _N‘_Ju_so_._md.

(paaredw (paaredwi I NW JO spuesnoyj uj

}Ipaid oy (MoIs (WhE| }ipaid oy (MoIs (WhE|

703 awneyl) 104 O3 dwindy) Syuow-Z|) 703 swey) 104 O3 dwiley|) syuow-zjL)
lejol ¢ abeyg z abeyg | abeyg [ejol ¢ abejg Z abeyg | abeyg

junowe buifiies ssoig 9ouemoj|e sso| JIipal)

(panunuo)) siswolsny 0} SEd2UBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



8ZY'TLL‘90L 91665y 989°cZZ°LE 965'682'¥99  611°9€6°CL 68 LPLE 09v'8¥1LT 195°9%0°L 2202 19quivdaq LE W
(¥61'6) (¥61'6) - - (y61'6) (y67'6) - - SHO-BJLM
:poLiad ayj} o) ebieyd aduemojje SSoj Jipatd uo joedul JNOYHM SJUBLLBAOH
pouad ayj
06L°22L°C2LL 09Y'¥8Z°E 05526592 08.‘see‘es ZrL'vLSe (WE-AWr A T52T0LL 6LEOVS‘y o} abieyds aouemojje ssoj JIpalo
uo uomn—:_ U}IMm sjuswaAowl |ejo |
- - - - 6¥8°0LL L Lyb'0G6°L YGO'vLL ¥GE9P9'S sjepow 0} ssbuey)
126'S¥0°'9 86% LS0'€61L°) 86168y (€02'8) 8G¢ 126'6E (z86'sy) JsaJsjul paniooe ul sebuey)
- £82'7€8'c (e8z've8'e) - LyL'ov. ££8'619°L (z69'c06) - ¢ obeyg o} sigysuel] -
- - 11G'682'9¢ (£1G'682'9E)  6EE'SHY - 60t'5¥9°C (0£0°002°2) Z ebejs o) sisjsuel] -
- - (5ez'aLt) GeToly (122) - (162) 0zs | abejg o} sigjsuel] -
(992'8£9'898)  (Lz£'05S) (z£5'516'9) (16'221°195) (8£0°260°C) (190'62¢) (699'861) (80€'695°1) poued sy} Buunp pseziuboosieq
620°L22'V19 - 216072 /G0'0EG'V/9  GZ8LLLT - 0209 G08'LL2C paseyoind Jo psjeulblio meN
ZELYY6°c6S 08L'vzeL 9€1°999°01 918'c66°186  LLLIEV'SE SLE‘6LY 80Z°9hP 82'905°C 1202 19qwiadaq LE W
sueo| _m._su_-._o_._m<
(paaredw (paaredwi I NW JO spuesnoyj uj
}IpaJo o} (MoIs (103 }IpaJod o} (MoIs (103
D03 swney|)  Joj D3 swpay) syuow-gi) 703 awnsyll)  Joj D3 swpay)  syuow-zL)
lejol ¢ obe)g Z obeyg | obeyg leyol ¢ abejg Z obeyg | obeyg

junowe Buikiieds ssoig

@oUBMO||e SSO| }Ipal)

(penunuoj) sIsWo}sny 0} SIdUBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



4%

122'125'eSYL 989‘czeLe 619°652°00¢€ 926°Lv0'9LLL  S€0°965°G9EL 891°8E1'161 €56'v.T'VET ¥16°288°6£6 Z 9bess |ejo)
G1.'96€991 Zrlzee'e 928'GY1 ‘29 Lv.'8ze 10l 8/8'GvE°161 8€9'VSL'E 995°G6¥°9. 7,9'G69°L L1 %0°Gi 9roqe
G61°6.2'269 81€'GL9°2e G86'8.6°C81 268'789'98Y 81G'610°G99 6150576 €68'0G1'GEL ovlevy oS %0°G¥> 0} %00l Wou)
691v1.2'GES G60°0L0°0L €81'28.2°05 16G° 198 V.Y 82088920 209°c00°9v) 828'68¢ 8l 865'v62'8€C %0°01> 0} %05 Wo}
G/8609°€E €56°1.28 8..°0¥0°¢ 144 WA T4 GZS'ar. 69 9671 LS VT €90°8€9°C 996°GES TV %0G°2> 0} %SG/ 0 woiy

L. 18€E - LY L8€ - 1001292 IV 1vST 18G°€2l - %SG 20> 0} %0G‘0 Wouy
8G8°€6.'8 12129 LOL¥SL 9€0°L.5°8 lvL'o6e Ll GlLL'6Y - 9ZroveE‘LL %05‘0> 01 %SG¢'0 woyy

orl'c9 - 9r1‘c€9 - ¥2.'v58°L 29°19.°1 €01'c6 - %G2'0> 0} %SG 10 Wouy
86,2829l 150°2€. StAA A 915'8¥8'vl 0ze'sy8'0e £€91°668°¢ €66°L.€°) ¥01°89G°Gl %G1 0> 0} %000 Woy g abeig
¥10°'666'VCL'S 965682799 L29'VL9°LIY'T  LZ8'VE0'68S‘C  2SP'6¥8°809°L T.18'69¥'coV T.8'65€.¥8c  80.°61L0'862°C | obeys |ejo
€69'25G6'8 G82'0SC 160'GSE'Y LLELYB'E €9.'0€1L°L G18'0¢e AR AR XA) 9/9'8/9 %0‘¥9> 0} %0°Gl Woj
908'9.€} 286°GS1 €9G°/81°L loz'ee 29¢'8¢€S €G.°61 L0V'vee z0z'v8e %0°Gi> 01 %0°01 wouy
€11°26G'8€LC 868'86/°29S 290°Ge €68'89/°G/1C  681'00€050°9 019'cLE'€GE 896'v.L'v¥6'C 119181252 %0°01> 0} %0G‘C Wo}
819809°v€S‘C €22°'988'88 GG/‘€56'961°C  0¥9'89.'8vC 652'9v29zL L 10926616 9€£'026'999 zzTe'eee’89¢e %0G2> 0} %SG/ ‘0 Wouy
€91°218°69 - €91°218'69 - 198°269°801 Zv9'LeL's 19G°G/8°G9 8G9'¥80°.L€ %G.‘0> 0} %0G‘0 Wouj
101°200°seL L¥8°0ZE'S 616C18'GS L¥€°898°€9 96€'655°99 €81°08S°) - €.1°6.6°€9 %05‘0> 01 %SG¢'0 woyy
€1€'v90'GY - €1€'790°GY - 656851 ‘9G geelee'e 92.°',€6°CS - %G2'0> 0} %G1 ‘0 Wouy
1.5'686°'1L0C L0¥°218°9 67.'€9v'86 Gl¥'8¥9'96 169°212°v61 Ge0‘vee’L 96S'GLY LLL 990°'8.1°G/ %G1 ‘0> 0} %000 woy | abejs

junowe sueo| sueo| sueo| junowe sueo| sueo| sueo|
Buifiied ssoig Jeanynouby Jawnsuo) ssauisng Buifiied ssoug [eanjnouby Jawnsuo) ssauisng abuel ad

€202 13quiddeqg Le

€20¢ 13quiddaq Le

12202 JequieoaQ |LE pue £z0z Jequieoaq L€ Je se sjunowe Bulkiied ssolb jo Ajjenb ypal)

(penunuoj) sIsWo}sny 0} SIdUBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



€€

€€9'6€9°02Y V1665V L9L'8LL9LL 92£‘858°66¢ 220°9SS°L1LS 987°66.L L vee'lov'sel FARALY: T4 VA ¢ abejg |ejo
v.2'022'vS 1G6'EEL ¥€L109°C 68578705 625°8€9°9¢ 168°681 798°G0L‘S v11'cve‘Le Syjuow g sroqe
9es'ovL 2L 10969 €62'009°G 2¥9°'0L1'99 LELCLLCS €20°'Gl G¥6°999°01 €91'0€0°CY Syjuow g 0} L9 wod}
021'6€6°LL L¥9°8¢ 81,6156 102'02EC VA4 VAR 18L'ee z9l'vee'ee ¥05°608°L Syjuow Q9 0} 617 Wod}
G/6'02) L€ 0/8'vv 1GE059°L¢C ¥5.'Gev'6 10S'86.°/2 198°€Y0°L 220’982l ¥29'8/8°€lL Syjuow gy 0} L Wod}
G1.'620°L€ Zr.'880°L GolL°Lze'8l 898°619°L) 609°G6.L°LS 196°LS1 ¥6€°090°C) 8¥2°L.G'6€ Syjuow 9¢ 0} G¢ wod}
08°LLL€9 Lzzole 2lL9'0zeL) 116'982°9Y 261'996°G6 YOL'LLE L 98l'v.2'6l z0z's.e's. Syjuow ¢ 0} €| wod}
6v1 L9V vl ozl‘eLoe 891 ‘v0Z‘ve 198‘6172' L0l L0€°29¥'Gle 658°L¥0‘G lSL'6vl ey 169°G/Z°891 syuow g} oy dn ¢ ebejg
junowe sueoj sueoj sueoj Wﬂ-__\m_ﬂ“ sueoj sueoj sueo| pouad ynejeq
Buifuied ssolg |eanynouby Jawnsuo) ssauisng mwo._o |ean)nouby Jawnsuo) ssauisng :

220¢ 19quiadaq Le

€20Z 19quade(q L€

(penunuoj) sIsWo}sny 0} SIdUBAPY pue sueo "¢l

£202 Joquieda( LE - S)UaLLB)L)S [eloueuUl 8y} O} S8JON

OSr MNVE NVH)



KHAN BANK JSC

Notes to the Financial Statements - 31 December 2023

13. Loans and advances to customers (Continued)

Economic sector risk concentrations within the customer loan portfolio are as follows:
31 December 2023

31 December 2022

SECTOR Amount % Amount %

Individuals 4,390,525,389 45% 3,159,939,182 40%
Trade and commerce 2,062,247,359 21% 1,673,187,356 21%
Construction 667,259,816 7% 655,176,274 8%
Processing 507,806,356 5% 440,099,237 5%
Agriculture 507,460,523 5% 407,036,155 5%
Small private enterprises 451,703,458 5% 738,707,336 9%
Transportation 253,918,805 3% 244,174,665 3%
Real estate 195,078,222 29, 170,945,393 2%
Mining 145,735,033 2% 133,561,039 2%
Health and social organizations 58,286,732 1% 50,939,719 1%
Other 429,403,056 4% 304,001,943 4%
TOTAL 9,669,424,749  100% 7,977,768,299 100%

Description of collateral held for loans to customers carried at amortised cost is as follows at 31 December 2023:

In thousands of MNT Business Consumer Agricultural Total
Loans Loans Loans
Loans secured by credit enhancements:
- credit enhancement - 2,669,681,987 - 2,669,681,987
Loans collateralized by:
- real estate properties 3,706,926,611 984,989,940 63,297,680 4,755,214,231
- other 213,315,151 67,489,765 578,446,303 859,251,219
- cash 139,196 361,072,539 1,498 361,213,233
- vehicles 273,737,677 53,183,789 12,692,987 339,614,453
- goods in turnover 219,492,427 742,436 17,244 220,252,107
- equipment 96,634,363 1,590,852 5,425,721 103,650,936
- licenses 6,059,929 - - 6,059,929
Total 4,516,305,354 4,138,751,308 659,881,433 9,314,938,095
Unsecured loans 99,886,480 68,350,841 2,826,093 171,063,414
Total gross carrying value loans and 516 191 834 4,207,102,149 662,707,526  9,486,001,509

advances to customers

Credit enhancements consist of the future income pledged by consumer loans including salary and pension. The
disclosure above represents the lower of the carrying value of the loan or collateral taken; the remaining part is
disclosed within the unsecured loans. The carrying value of loans was allocated based on liquidity of the assets

taken as collateral.
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13. Loans and advances to customers (Continued)

Description of collateral held for loans to customers carried at FVTPL is as follows at 31 December 2023:

In thousands of MNT Business Consumer Agricultural Total
Loans Loans Loans
Loans collateralized by:

- real estate properties - 182,464,112 - 182,464,112
Total " 182,464,112 " 182,464,112
Unsecured loans - 959,128 - 959,128
Total carrying value loans and - 183,423,240 183,423,240

advances to customers

Description of collateral held for loans to customers carried at amortised cost is as follows at 31 December

2022:
In thousands of MNT Business Consumer Agricultural Total
Loans Loans Loans
Loans secured by credit enhancements:
- credit enhancement 1,716,073,479 - 1,716,073,479
Loans collateralized by:
- real estate properties 3,181,167,744 690,189,975 102,226,691 3,973,584,410
- vehicles 290,669,184 67,530,827 17,752,076 375,952,087
- cash 2,008,204 289,317,468 70,527 291,396,199
- goods in turnover 182,867,275 769,978 37,113 183,674,366
- equipment 51,897,857 1,384,751 7,582,280 60,864,888
- licenses 16,993,309 3,817 - 16,997,126
- other 197,700,277 23,584,585 576,232,878 797,517,740
Total 3,923,303,850 2,788,854,880 703,901,565 7,416,060,295
Unsecured loans 81,637,229 99,253,517 2,210,863 183,101,609
Total gross carrying valueloans and 404 941 079 2,888,108,397 706,112,428  7,599,161,904

advances to customers

Description of collateral held for loans to customers carried at FVTPL is as follows at 31 December 2022:

In thousands of MNT Business Consumer Agricultural Total
Loans Loans Loans
Loans collateralized by:
- real estate properties 87,389,608 271,178,513 - 358,568,121
- vehicles 3,083,273 - - 3,083,273
- equipment 2,795,979 - - 2,795,979
- goods in turnover 5,490,731 - - 5,490,731
- other 7,521,974 - - 7,521,974
Total 106,281,565 271,178,513 - 377,460,078
Unsecured loans 494,045 652,272 B 1,146,317
Total carrying value loans and 106,775,610 271,830,785 - 378,606,395

advances to customers
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13. Loans and advances to customers (Continued)

The extent to which collateral and other credit enhancements mitigate credit risk for financial assets carried at
amortised cost that are credit impaired, is presented by disclosing collateral values separately for (i) those
assets where collateral and other credit enhancements are equal to or exceed carrying value of the asset
(over-collateralised assets) and (ii) those assets where collateral and other credit enhancements are less than
the carrying value of the asset (under-collateralised assets). The effect of collateral on credit impaired assets
at 31 December 2023 and 31 December 2022 is as follows:

Over-collateralised Under-collateralised
assets assets

Carrying value Value of Carrying value of Value of collateral
In thousands of MNT of the assets collateral the assets
31 December 2023
Business loans 346,260,495 1,661,422,915 32,028,717 6,887,278
Consumer loans 92,614,468 313,759,823 32,852,856 8,270,919
Agricultural loans 7,629,549 221,243,492 169,937 127,864
31 December 2022
Business loans 283,904,467 1,098,280,770 15,953,858 9,453,717
Consumer loans 81,600,344 283,112,672 34,577,816 8,538,040
Agricultural loans 4,554,270 63,134,795 44 877 7,350

Transferred financial assets that are derecognised in their entirety

During the year, the Bank sold 100% of its rights to the cash flows arising on portfolios of fixed rate mortgage
loans to wholly owned special purpose companies of MIK Holding JSC (“MIK”) in exchange for Residential
Mortgage Backed Securities (‘RMBS”). The Bank derecognised loan portfolios amounting to MNT 282,931,600
thousands (31 December 2022: MNT 173,674,600 thousands) and recognised Senior and Junior RMBS as
financial assets amounting to MNT 254,638,300 thousands and MNT 28,293,300 thousands respectively (31
December 2022: MNT 156,306,800 thousands and MNT 17,367,800 thousands respectively).

During the year, the Bank sold 100% of its rights of the cash flows arising on loan portfolios to wholly owned
special purpose companies of Securities Financing Corporation in exchange for asset backed securities. The
Bank derecognised loan portfolios amounting to MNT 51,834,000 thousands (31 December 2022: MNT
170,059,600 thousands) and recognised Senior and Junior SFC bonds as financial assets amounting to MNT
41,467,200 thousands and MNT 10,366,800 thousands respectively (31 December 2022: MNT 153,053,600
thousands and MNT 17,006,000 thousands respectively).

Loans and advances to customers at FVTPL

As at 31 December 2023, the Bank holds mortgage portfolio of loans and advances to customers in amount
of MNT 183,423,240 thousands (31 December 2022: MNT 271,830,785 thousands) and no SME loan portfolio
(31 December 2022: MNT 106,775,610 thousands) classified as FVTPL.
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14. Other assets

In thousands of MNT

31 December 2023

31 December 2022

Other financial assets at AC

Receivable from companies* 29,354,246 28,290,592
Receivable from individuals 2,070,469 2,308,325
Receivable on settlement service 971,101 720,036
Other financial assets 2,046,074 161,178
Less: Credit loss allowance (28,279,462) (28,777,085)
Total other financial assets at AC 6,162,428 2,703,046
Other non-financial assets

Deferred employee benefits** 48,702,730 42,599,476
Prepaid expenses 24,683,139 13,154,824
Prepayments for non-current assets 17,767,756 10,310,228
Other prepayments 5,236,294 3,098,028
Office supplies and materials 5,150,905 4,495,841
Repossessed collaterals 4,612,381 383,822
Total non-financial assets 106,153,205 74,042,219
Less: provision for repossessed collaterals (4,612,381) (383,822)
Total other non-financial assets 101,540,824 73,658,397
Total other assets 107,703,252 76,361,443

*Receivable from companies includes a counter-guarantee receivable from Industrial and Commercial Bank
of China (ICBC) in relation to a guarantee issued to Ministry of Road and Transport Development of Mongolia
amounting to MNT 26,080,005 thousands (31 December 2022: 26,339,300 thousands). The Bank was not
able to activate the guarantee provided by ICBC, therefore initiated a lawsuit. The case is currently at Supreme
Court in China and the Bank has recognized 100% provision for the receivable.

As of 31 December 2023, and 31 December 2022, the above mentioned receivable from ICBC is classified in
Stage 3, and the remaining other financial asset balances are classified in Stage 1.

**The Bank issues loans to its employees at preferential rates. Fair value adjustments at initial recognition
were recognised as deferred employee benefits and are amortised according to the terms of the loan.
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14. Other assets (Continued)

A reconciliation of the allowance for impairment losses is as follows:

In thousands of MNT

31 December 2023

31 December 2022

Impairment allowance on other receivables

At 1 January 28,777,085 23,562,969
Charge for the year 217,836 878,205
Reversal (438,156) (4,857)
Net (reversal)/charge for the year (Note 30) (220,320) 873,348
Write off - (405,684)
Foreign exchange difference (277,303) 4,746,452
At 31 December 28,279,462 28,777,085
Impairment allowance on foreclosed properties

At 1 January 383,822 462,634
Net charge/(reversal) for the year (Note 30) 4,228,559 (78,812)
At 31 December 4,612,381 383,822
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15. Property and equipment

Land and Computer Office Construction-in Total
buildings hardware furniture, -progress
equipment,
and motor
In thousands of MNT vehicles
At 31 December 2023
At cost/valuation
At 1 January 2023 301,845,593 293,170,395 69,869,713 7,237,714 672,123,415
Additions - 35,449,735 5,014,375 13,274,904 53,739,014
Transfer 10,768,995 - - (10,768,995) -
Disposals (60,275) (575,437) (2,531,929) - (3,167,641)
Write-offs (674,231)  (23,721,691) (1,069,853) - (25,465,775)
At 31 December 2023 311,880,082 304,323,002 71,282,306 9,743,623 697,229,013
Accumulated depreciation
At 1 January 2023 12,034,815 172,869,953 31,724,901 - 216,629,669
Charge for the year (Note 31) 6,419,136 41,198,335 8,059,032 - 55,676,503
Disposals (4,000) (562,601) (2,402,616) - (2,969,217)
Write-offs (74,333)  (23,651,260) (751,522) - (24,477,115)
At 31 December 2023 18,375,618 189,854,427 36,629,795 - 244,859,840
Net carrying amount 293,504,464 114,468,575 34,652,511 9,743,623 452,369,173
Land and Computer Office Construction-in Total
buildings hardware furniture, -progress
equipment,
and motor
In thousands of MNT vehicles
At 31 December 2022
At cost/valuation
At 1 January 2022 289,372,721 262,676,600 64,058,288 17,421,799 633,529,408
Additions - 41,735,637 10,947,682 4,243,415 56,926,734
Transfer 12,857,323 - - (12,857,323) -
Disposals (372,236) (224,795) (864,719) (1,432,532) (2,894,282)
Write-offs (12,215)  (11,017,047) (4,271,538) (137,645)  (15,438,445)
At 31 December 2022 301,845,593 293,170,395 69,869,713 7,237,714 672,123,415
Accumulated depreciation
At 1 January 2022 6,173,605 142,338,827 29,421,884 - 177,934,316
Charge for the year (Note 31) 5,954,516 41,716,042 6,818,705 - 54,489,263
Disposals (89,413) (208,578) (807,029) - (1,105,020)
Write-offs (3,893) (10,976,338) (3,708,659) - (14,688,890)
At 31 December 2022 12,034,815 172,869,953 31,724,901 - 216,629,669
Net carrying amount 289,810,778 120,300,442 38,144,812 7,237,714 455,493,746
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15. Property plant equipment (Continued)

Premises are stated at revalued amounts, as described below, less accumulated depreciation and provision
for impairment, where required.

Premises are initially measured at cost and are subject to revaluation with sufficient regularity to ensure that
the carrying amount does not differ materially from that which would be determined using fair value at the end
of the reporting period. Increases in the carrying amount arising on revaluation are credited to other
comprehensive income and increase the revaluation surplus in equity. Decreases that offset previous
increases of the same asset are recognised in other comprehensive income and decrease the previously
recognised revaluation surplus in equity; all other decreases are charged to profit or loss for the year. The
revaluation reserve for premises included in equity is transferred directly to retained earnings when the
revaluation surplus is realised on the retirement or disposal of the asset, or as the asset is used by the Bank;
in the latter case, the amount of the surplus realised is the difference between depreciation based on the
revalued carrying amount of the asset and depreciation based on the asset’s original cost.

Equipment owned by the Bank is stated at cost less depreciation and provision for impairment, where required.

Depreciation. Constructions in progress are not depreciated. Depreciation of other items of premises and
equipment and right-of-use assets is calculated using the straight-line method to allocate their cost or revalued
amounts to their residual values over their estimated useful lives:

Useful lives in years

Premises 30-67
Computer and hardwares 3-10
Office furniture and equipments 10
Motor vehicles 10
Right-of use assets 1-5 years
Advertisement and signs 2

Land and buildings are carried at fair value. Revalued amounts of the Bank’s premises are determined based
on reports of independent appraisers, who hold recognized and relevant professional qualification and who
have recent experience in valuation of property of similar location and category. The last valuation by
independent appraisers were performed in 2020. Had these buildings been recognised under the cost model
as at 31 December 2023, the carrying amount of land and buildings would have been MNT 202,653,842
thousands (2022: MNT 206,916,085 thousands). As at 31 December 2023, the Bank had contractual
commitments to acquire property and equipment of MNT 1,025,293 thousands (2022: MNT 2,585,144
thousands).
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16. Intangible assets

31 December 2023 31 December 2022
Computer Total Computer Assets under Total

software software  development
In thousands of MNT
At cost
At 1 January 93,112,463 93,112,463 100,980,472 11,033,072 112,013,544
Additions 15,536,085 15,536,085 6,535,092 9,979,359 16,514,451
Transfer - - 21,012,431 (21,012,431) -
Write-offs (20,000) (20,000) (35,415,532) - (35,415,532)
At 31 December 108,628,548 108,628,548 93,112,463 - 93,112,463
Amortisation
At 1 January 46,826,439 46,826,439 57,248,741 - 57,248,741
Charge for the year (Note 31) 18,292,815 18,292,815 20,643,564 - 20,643,564
Write-offs (20,000) (20,000) (31,065,866) - (31,065,866)
At 31 December 65,099,254 65,099,254 46,826,439 - 46,826,439
Net carrying amount 43,529,294 43,529,294 46,286,024 - 46,286,024

During 2022, Intangible assets comprising software and licenses with the cost of MNT 35,415,532 thousands
and accumulated amortisation of MNT 31,065,865 thousands have been written-off during the year as the
Bank had stopped using these assets.

17. Right-of-use assets and lease liability

In thousands of MNT Right-of-use assets Lease liabilities
As at 1 January 2023 10,202,947 11,231,249
Additions 10,350,729 10,215,762
Depreciation expense (Note 31) (8,438,579) -
Interest expense (Note 27) - 1,966,273
Payments - (10,376,943)
As at 31 December 2023 12,115,097 13,036,341
As at 1 January 2022 10,086,653 11,085,695
Additions 7,740,030 7,778,978
Depreciation expense (Note 31) (7,623,736) -
Interest expense (Note 27) - 1,798,399
Payments - (9,431,823)
As at 31 December 2022 10,202,947 11,231,249

The maturity analysis of lease liabilities are disclosed in Note 41.

The Bank leases various spaces for branch offices. Rental contracts are typically made for fixed periods of 1
year to 3 years.
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17. Right-of-use assets and lease liability (Continued)

The amounts recognised in profit or loss in relation to leases are as follows:

In thousands of MNT 2023 2022
Interest expenses on lease liabilities 1,966,273 1,798,399
Depreciation charge of right-of-use assets 8,438,579 7,623,736
Expenses relating to short-term leases 1,687,294 1,543,698
Variable lease payments that do not depend on index or rates (Utility 1,375,518 1,081,451

expense of Operating expenses)

Total 13,467,664 12,047,284

18. Non-current assets classified as held for sale

Non-current assets classified as held for sale were previously classified as repossessed collaterals, acquired
by the Bank in settlement of overdue loans. Management approved a plan to sell non-current assets on each
transfer of asset. The Bank is actively marketing these assets and expects the sale to complete within 12
months.

In thousands of MNT 31 December 2023 31 December 2022
Office and commercial spaces 389,140 3,480,567
Total 389,140 3,480,567

During 2023, MNT 3,480,567 thousands of asset was transferred back to repossessed collaterals from non-
current assets held for sale, as the sales of the asset was not successful in the past 12 months and the Bank
is expecting the sales would not happen in the foreseeable future. MNT 389,140 thousands of assets were
transferred from property and equipment to non-current asset held for sale in 2023.

19. Due to other banks

In thousands of MNT 31 December 2023 31 December 2022
Current accounts from banks and financial institutions 38,985,374 15,884,992
Time deposits from banks and financial institutions 189,137,834 175,195,290
Total 228,123,208 191,080,282

Amounts due to other banks are recorded when money or other assets are advanced to the Bank by
counterparty banks.

The non-derivative liability is carried at AC. If the Bank purchases its own debt, the liability is removed from
the statement of financial position and the difference between the carrying amount of the liability and the
consideration paid is included in gains or losses arising from early repayment of debt.

At 31 December 2023 and 2022, due to banks included time deposit with foreign banks, at interest rates
ranging from 0.25% p.a. for deposits denominated in USD and 12.00% to 13.00% p.a. for deposits
denominated in MNT (2022: 0.50% to 1.00% p.a. for deposits denominated in USD and 12.00% to 13.00%
p.a. for deposits denominated in MNT) with original maturities from 5 to 7 days (2022: from 3 to 28 days).
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20. Repurchase agreements

Included in the balance as at 31 December 2023 was long-term repurchase agreement with the BoM amount
of MNT 60,182,082 thousands (2022: MNT 307,037,286 thousands) bearing interest rate ranging from 10.5%
to 14.0% p.a. (2022: 6% to 10.5% p.a.) with original maturities from 365 to 730 days (2022: 730 days). The
agreements were conducted under government program aimed to mitigate the adverse effect of the pandemic
to the economy, based on which the Bank shall disburse SME loans to eligible customers (Note 13) and shall
sell these loans to wholly owned special purpose companies of Securities Financing Corporation LLC in return
for asset backed bonds.

As at 31 December 2023 there were no short term repurchase agreement with the BoM (31 December 2022:
MNT 60,230,043 thousands and sold an equal amount of unquoted BoM bills).

Long-term repurchase agreements are fully collateralized by the Bank of Mongolia treasury bills and Senior
SFC bonds disclosed in Note 7 and Note 10.

21. Customer accounts

In thousands of MNT 31 December 2023 31 December 2022
Government deposits

— Current accounts 782,924,965 1,121,728,152
— Time deposits 61,428,516 50,728,680
Private sector deposits

— Current accounts 1,952,557,881 1,781,408,671
— Time deposits 911,714,581 375,005,500
— Deposits as collateral 25,801,830 26,265,979
Individual deposits

— Current accounts 1,916,581,982 1,798,621,925
— Demand deposits 1,690,588,385 1,155,771,758
— Time deposits 5,036,673,855 4,621,257,691
Total 12,378,271,995 10,930,788,356

Customer accounts are non-derivative liabilities to individuals, state or corporate customers and are carried at
AC.

22. Debt securities in issue

Debt securities in issue include promissory notes, bonds, certificates of deposit and debentures issued by the
Bank. Debt securities are stated at AC.

International Green Bond

On 16 March 2023, the Bank issued a Green Bond in an amount of USD 60 million with 5 year term via private
placement. International Finance Corporation (IFC), Dutch Entrepreneurial Development Bank (FMO) and
Microvest Capital Management (MCM) are the current bond holders. The bond proceeds are for funding eligible
green loans and projects that support renewable energy, energy efficiency, green buildings, pollution prevention
and control, water management and water treatment, sustainable agriculture and livestock, and clean transport
as defined in the Bank’s Green Bond Framework. The bond is to be settled semi-annually starting April 2025
and shall mature in April 2028.

Domestic “Green bond program”

On 13 June 2023, the Bank registered its first domestic “Green bond program” with the Financial Regulatory
Commission (FRC) and obtained its approval to issue a green bond at the Mongolian Stock Exchange. The
total size of the bond program is up to USD 30 million, comprising of a MNT denominated public offering (MNT
Green Bond) of up to MNT 17,000,000 thousands (equivalent to USD 5 million) and a USD denominated offering
(USD Green Bond) of up to USD 25 million for international strategic investors.

On 15 December 2023, the Bank successfully issued MNT Green bond of MNT 17,000,000 thousands as a first
tranche under the Green bond program. The MNT green bond has a 3-year tenor and carries a fixed coupon
interest rate of 16% per annum, payable semi-annually. The proceeds from bond issuance are exclusively for
financing or refinancing projects and activities (the Green eligible loans) that seek to achieve positive
environmental impacts, and a notable contribution to climate change mitigation.
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23. Otherborrowed funds

In thousands of MNT

31 December 2023

31 December 2022

Borrowed funds from foreign financial institutions

International Finance Corporation and syndication arranged by IFC

The Netherlands Development Finance Company (FMO) and
syndication arranged by FMO

European Bank for Reconstruction and Development (EBRD)

Incofin

Symbiotics SA

BlueOrchard

ResponsAbility AG

Oesterreichische Entwicklungsbank (OeEB)

Promissory notes

Developing World Markets

HS Holdings Co.Ltd

GLS Alternative investments

Bank im Bistum Essen EG

459,255,327
377,032,840

269,664,034
129,366,035
117,675,399
93,292,234
89,367,530
58,566,151
55,273,188
41,339,381
35,311,033
16,992,626
14,281,055

522,600,605

120,323,490
61,963,469
83,041,504

151,534,935
89,436,918
84,169,703
62,367,927
41,198,363
60,173,259
33,612,020
19,207,271

Total borrowed funds from foreign financial Institutions

1,757,416,833

1,329,629,464

Borrowed funds from government organizations

Bank of Mongolia 207,395,386 344,764,370
Ministry of Finance/Japan Bank for International Cooperation 32,505,970 32,954,063
Ministry of Finance - Asian Development Bank 31,399,511 29,545,540
Ministry of Food, Agriculture and Light Industry 4,854,719 9,808,986
Ministry of Finance - other 3,369,715 5,714,715
Ministry of Labour and Social Welfare - Small Loan supporting the 3.387.153 5,048,658
Labour market
Government projects 1,072,449 1,101,127
Educa_tlon Loan Fund under Ministry of Education, Culture, 87,582 214,947
Science and Sports
Other government organizations 168,337 168,337
Other project 692,962 708,323
Total borrowed funds from government organizations 284,933,784 430,029,066
Trade finances 79,371,253 17,274,187

Total borrowed funds

2,121,721,870

1,776,932,717

Borrowed funds include loans obtained from international financial institutions and Mongolian government
organisations. After initial measurement, debt issued and other borrowed funds are subsequently measured
at amortised cost using the EIR method. Amortised cost is calculated by taking into account any discount or
premium on issued funds, and costs that are an integral part of the EIR.

Borrowed funds from foreign financial institutions

1. (IFC) International Finance Corporation

The Bank obtained USD 130 million from IFC (International Finance Corporation) on 19 January 2023, in
accordance with the Syndicated Senior Loan Agreement signed on 23 December 2022. The purpose of the
loan is to support micro, small and medium enterprises, of which at least fifty percent shall be used exclusively
to support Women-owned small and medium enterprises. The loan has floating interest rate, 2-years grace
period and equal amortizing repayments thereafter and shall mature on 19 January 2028.
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23. Borrowed funds (Continued)

Borrowed funds from foreign financial institutions (Continued)

2. Incofin Investment Management

On 13 April 2023, the Bank entered into USD 5 million loan agreement with agRIF Codperatief U.A. fund, a
fund managed by Incofin Investment Management. The purpose of the fund is to support micro, small and
medium enterprises in Mongolia. The loan has a bullet repayment and shall mature on 21 April 2025. The
Bank obtained the funds on 20 April 2023.

On 28 June 2023, the Bank entered into a total of USD 15 million loan agreements with two funds managed
by Incofin Investment Management. The purpose of the loan is to support micro, small, and medium
enterprises in Mongolia. The loan has a tenor of 3 years, with two equal repayments in 24th and 36th months.
The Bank received the funds on 30 June 2023.

3. Symbiotics

On 21 April 2023, the Bank entered into USD 10 million loan agreement with MSME Bonds S.A. fund, managed
by Symbiotics. The fund was raised through the gender-focused bond issued via Symbiotics sponsored bond
issuance platform (MSME Bonds S.A.) under its Sustainable Bond Framework. The bond is listed on the
Securities Official List of the Luxembourg Stock Exchange and displayed with the gender-focused bond flag
on Luxembourg Green Exchange. The purpose of the loan is to support women owned small and medium
enterprises in Mongolia. The loan has a bullet repayment and shall mature on 26 October 2024. The Bank
obtained the funds on 26 April 2023.

4. European Bank for Reconstruction and Development (EBRD)

On 17 May 2023, the Bank entered into USD 20 million loan agreement with EBRD. The purpose of the loan
is to support women-owned and women-led micro, small, and medium business clients and women
entrepreneurs in Mongolia. Up to USD 5 million of the total facility is earmarked for supporting businesses that
are implementing digitalization projects. The loan has a tenor of 3 years, including 12-month grace period
followed by semi-annual equal payments thereafter. The first tranche of USD 10 million was disbursed in July
2023.

On 30 May 2023, the Bank obtained USD 5 million from EBRD in accordance with the Loan Agreement signed
on 19 October 2022 as the second tranche. The purpose of the loan is to support women-owned and women-
led micro, small, and medium business clients and women entrepreneurs in Mongolia. The loan has a tenor of
3 years including one-year grace period and equal amortizing repayments thereafter.

On 5 October 2023, the Bank obtained USD 30 million from EBRD in accordance with the Loan Agreement
signed on 19 October 2022 as the second tranche in October, 2023. The purpose of the loan is to finance
eligible green loan projects in Mongolia. The loan has a tenor of 5 years and shall mature on 30 November
2028.

5. ResponsAbility Investments AG

On 27 October 2023, the Bank entered into a USD 3.5 million loan agreement with “MultiConcept Fund
Management S.A”, a fund managed by responsAbility Investments AG. The loan proceeds will be used
towards the Bank’s lending activities to our clients. The loan has a tenor of 3 years, with two equal repayments
in 18th and 36th months. The Bank obtained the funds on 30 October 2023.

On 27 October 2023, the Bank entered into a USD 4.25 million loan agreement with “Financing for healthier
lives DAC” and the funding is provided through a social bond issued by responsAbility Investments AG. The
purpose of the loan is to support MSMEs, and/or low-income households, in rural or lower-income urban areas
and/or projects relating to access to safe, reliable and sustainable water supply, and/or improved sanitation,
and/or transport and treatment of waste in sewage facilities. The loan has a tenor of 3 years and a bullet
repayment. The Bank obtained the funds on 30 October 2023.

6. Repayments

During the year, the Bank made principal repayments of USD 93.2 million in senior loans and promissory notes
in accordance with the repayment schedules as per respective loan agreements and promissory note
agreements.

Principal amount and interest payment of USD 3.9 million to be repaid to FMO as Agent under the Syndicated
Term Facility Agreements has been postponed which was initiated by the Lender.
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23. Borrowed funds (Continued)

Trade finances

During the period, repayment of MNT 18,669 million were made and additional funding of MNT 81,222 million
was received. Trade finances are all denominated in foreign currencies, mainly in USD and EUR and bear
annual interest rates ranging between base rate plus margin of 0.60% to 5.96% per annum and have maturity
dates of up to 6 years.

Borrowed funds from government organizations

In relation to loans obtained from government organizations, following major repayments were made and new
funding was received during the period ended 31 December 2023:

Bank of Mongolia

Mortgage funding program

Under the Mortgage funding program, the Bank receives funding from BoM, which bears interest rate of 1% -
2% p.a. and the Bank then issues mortgage loans at the interest rate of 3%- 6% p.a. As of 31 December 2023,
the Bank received additional mortgage loan funding in amount of MNT 121,017,763 thousands.

Germany KfW bank’s project loan for SME development

On April 2002, the Government of Mongolia and Germany KfW bank entered into Loan Agreements for
Development of SMEs in manufacturing, agriculture and support of financial sector. As part of this agreement,
the Bank and Bank of Mongolia signed a Loan Agreement on 16 September 2020, the Bank obtained funds
totalling to MNT 3.2 billion. The loan bears annual interest rate of 5% and the outstanding balance as of 31
December 2023 was MNT 1.1 billion.

Fuel reserve loan

Project loan for fuel reserve is being implemented in cooperation with Bank of Mongolia and Ministry of Mining
and Heavy Industry, and Master Agreement was concluded in September 2022. In accordance with Credit
Risk Officer Resolution No.05/430, refinancing loans for fuel reserve purposes will be disbursed. The loan
bears annual interest rate of 14% and the outstanding balance as of 31 December 2023 was MNT 41.9 billion.
The funds shall mature in December 2024.

Gold-2 program project loan

Project loan for Gold-2 program /Advance payment and long term/ is being implemented in cooperation with
Bank of Mongolia, Master Agreement was concluded in June 2020. The advance payment loan was matured
in December 2022, the long-term financing loan project has 2 loaners remained and the last loan shall mature
in September 2025.

Ministry of Finance/Japan Bank for International Cooperation

In accordance with Appendix 1 of the loan agreement entered between the Government of Mongolia and
Japan International Cooperation Agency (JICA), JICA agreed to lend JPY 5 billion for purpose of financing the
"Two-Step Loan Project for Small and Medium Scaled Enterprises Development and Environmental
Protection". As part of this agreement, the Bank had received MNT 77,423 million and USD 3.2 million in total
on 14 May 2007. For MNT loans, annual interest rate equals to previous 12 month's average demand deposit
interest rate for commercial banks announced by Bank of Mongolia and for USD loans, equivalent to USD 6
month Libor rate plus margin 1%. As of 31 December 2023, the loans had outstanding balances of MNT 32,506
million (2022: MNT 32,954 million). The MNT funds shall mature in 2033.

Ministry of Finance - Asian Development Bank

Agriculture and Rural Development Project (ADB)

On 28 October 2015, the Government of Mongolia and ADB entered into Additional Financing Agreements
no.3287 MON and 3288 MON (SF) for Agriculture and Rural Development Project. As part of this additional
agreement, the Bank and MOF signed a Financing Loan Agreement on 5 May 2016 and as of reporting date,
the Bank obtained funds totalling to MNT 35,288 million, which has been disbursed as loans for production of
agricultural goods. The loan bears annual interest rate of 4.5% and the outstanding balance as of 31 December
2023 was MNT 22,930 million.
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23. Borrowed funds (Continued)

Borrowed funds from government organizations (Continued)

Credit guarantee fund of Mongolia
The Bank signed a ‘Credit guarantee general agreement’ with Credit Guarantee fund of Mongolia to implement
a “To diversify the economy and increase employment by improving credit guarantee system” project loan of
Asian development bank. Under the project loan, the Bank received MNT 9.6 billion project loan and the
funding cost is 5% per annum. As of 31 December 2023, the outstanding balance was MNT 7.2 billion. The
funds shall mature in August 2033.

Income support program

The Bank signed the Agreement to disburse the purpose of promoting household revenue of residents in target
areas determined by Good Neighbours International NGO as well as enhancing their living quality and social
and economic capacity with the Good Neighbors Mongolia on 6 October 2023. The funding cost is 3% per
annum. As of 31 December 2023, the outstanding is MNT 1.2 billion. The funds shall mature in October 2025.

Ministry of Labor and Social Welfare — Employment Support Fund

(i) Small Loan to supporting the Labour market

The Bank signed the “Agreement to disburse small SME loans under the Pilot labour market support program”
with the General Authority of Labour and Social Welfare on 22 October 2020. The funding cost is 6.77% per
annum. As of 31 December 2023, the outstanding is MNT 586.9 million. The funds shall mature in October
2024.

(i) Small Loan to supporting the Labour market

The Bank signed the “Agreement to disburse small SME loans under the Pilot labour market support program”
with the General Authority of Labour and Social Welfare on 26 December 2022. The funding cost is 4.4% per
annum. As of 31 December 2023, the outstanding is MNT 3.35 billion. The funds shall mature in December
2025.

Ministry of Food, Agriculture and Light Industry

Long term soft loan of SME Development Fund

The Bank signed a “General term and cooperation agreement” with the Ministry of Food, Agriculture and Light
Industry on 2 August 2019. Under the project, the Bank received MNT 21 billion project loan and the funding
cost is 1.8% per annum. As of 31 December 2023, the outstanding balance is MNT 4.85 billion. The funds
shall mature in July 2025.

Market and and Pasture management development

The Bank signed a “Cooperation agreement” with the International Fund for Agricultural Development and
Ministry of Finance on 15 May 2020. Under the project, the Bank received MNT 2.7 billion project loan and the
funding cost is 5% per annum. As of 31 December 2023, the outstanding balance is MNT 2.77 billion.

All borrowings are unsecured.

Most of the borrowing agreements require compliance with certain debt covenants, which can be grouped into
the following categories:
e capital related ratios (such as risk weighted capital adequacy tier 1 capital ratio);
o financial risks related ratios (such as single and aggregate foreign currency open position, liquidity
ratio, and interest coverage ratio);
e credit related ratios (such as single largest borrowers to the equity ratio, related party lending ratio and
aggregate large exposures ratio, non-performing loans to total loan ratio, open loan exposure ratio

and write off ratio);
e other ratios (cost to income ratio, loan to deposit ratio, Min ROA, and Min ROE).

The Bank was in compliance with covenants at 31 December 2023 and 31 December 2022.
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24. Other liabilities

In thousands of MNT

31 December 2023

31 December 2022

Other financial liabilities:

Liabilities for settlement of transactions 79,774,247 58,248,972
Payables and accrued expenses 37,372,135 34,910,447
Temporary card payables 31,960,367 35,796,352
Allowance for off balance commitments (Note 36) 12,534,864 6,206,949
Other non-financial liabilities:

Salary payables 19,666,057 10,066,639
Tax payables other than income tax 9,700,389 937,273
Deferred revenue 643,756 316,577
Total other liabilities 191,651,815 146,483,209

Delay on clearing settlement account and temporary card payables are mainly related to the amount of
payables on cash and settlements services. Related balances were settled on next working day.

25. Share capital, other reserves and dividends

Share Capital

Number of shares authorised, issued Amount
and fully paid
31 December 2023 31 December 2022 31 December 2023 31 December 2022
MNT’ 000 MNT’000
Total Ordinary shares 1,912,198,000 1,720,978,200 191,219,800 172,097,820
Share premium - 164,257,808 -
Net shares at year end 1,912,198,000 1,720,978,200 355,477,608 172,097,820

The Bank has launched an initial public offering (IPO) of its shares through the Mongolian Stock Exchange
(MSE) between 13 - 19 April 2023. The Bank’s IPO has successfully concluded with oversubscription of 183%.
On 22 June 2023, the BoM has approved the request of the Bank to book IPO funds in the Bank’s equity.
Upon approval from the BoM, the IPO proceeds of MNT 183,379,788 thousands were recorded in equity. Out
of which, MNT 19,121,980 thousands accounted as an increase in ordinary shares at a nominal value of MNT
100, while the remaining MNT 164,257,808 thousands accounted as share premium, as the difference
between share price at IPO and nominal value. As approved by the BoM on 22 March 2023, the Bank
distributed dividends to the shareholders in amount of MNT 180,702,711 thousands.

The shareholders of the Bank as of 31 December 2023 and 31 December 2022 and percentage of ownership

are as follows:

31 December 2023

31 December 2022

HS Holdings Co. Ltd 40.99% 45.55%
Tavan Bogd Trade Co. Ltd 22.78% 25.31%
Khulan D. 13.22% 14.69%
H.S. International (Asia) Ltd 8.78% 9.75%
Employees 4.23% 4.70%
Public 10.00% -
Total ordinary shares 100.00% 100.00%
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25. Share capital, other reserves, and dividends (Continued)

Other reserves

Asset
Cash flow hedge FVOCI revaluation Total other
In thousands of MNT reserve reserve reserve reserves
At 31 December 2023
At 1 January 2023 (10,420,015) (3,452,623) 88,384,098 74,511,460
Depreciation - - (2,201,645) (2,201,645)
Unrealised loss on FVOCI investments - 9,843,033 - 9,843,033
Fair value loss on hedging instruments (Note
12) (18,255,772) - - (18,255,772)
Revaluation on hedging instrument reclassified
to profit or loss against hedged item 21,318,201 - - 21,318,201
Net realised loss reclassified to profit or loss 7,190,948 - - 7,190,948
Net charge for expected credit losses on debt
instruments at FVOCI - (217,284) - (217,284)
Deferred tax asset recognised in OCI (Note (2,563,344) (2,406,437) - (4,969,781)
32.2)
Net movement to other comprehensive income 7,690,033 7,219,312 (2,201,645) 12,707,700
At 31 December 2023 (2,729,982) 3,766,689 86,182,453 87,219,160
Asset
Cash flow hedge FVOCI revaluation Total other
In thousands of MNT reserve reserve reserve reserves
At 31 December 2022
At 1 January 2022 (1,670,161) 5,564,266 90,384,720 94,278,825
Depreciation - - (2,000,622) (2,000,622)
Unrealised loss on FVOCI investments - (12,022,518) - (12,022,518)
Fair value gain on hedging instruments (Note
12) 81,958,751 - - 81,958,751
Revaluation on hedging instrument
reclassified to profit or loss against hedged
item (94,832,472) - - (94,832,472)
Net realised loss reclassified to profit or loss 1,207,248 - - 1,207,248
Deferred tax asset recognised in OCI (Note 2,916,619 3,005,629 - 5,922,248
32.2)
Netir':l%‘ﬁ;“e”t to other comprehensive (8,749,854) (9.016,889)  (2,000,622)  (19,767,365)
At 31 December 2022 (10,420,015) (3,452,623) 88,384,098 74,511,460
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26. Interest and similar income

In thousands of MNT

2023

2022

Interest income calculated using the effective interest method
Loans and advances to customers

1,376,822,871

1,073,427,355

Cash and cash equivalent 400,713,505 204,955,610
Debt instruments at AC 76,713,503 40,739,993
Debt instruments at FVOCI 8,560,941 8,268,189
Due from banks 2,004,373 -

Total interest income calculated using the effective interest
method

1,864,815,193

1,327,391,147

Other similar interest income

In thousands of MNT 2023 2022
Debt instruments at FVTPL 29,093,144 17,339,939
Loans and advances to customers at FVTPL 14,321,295 22,634,596
Total other similar interest income 43,414,439 39,974,535

Interest income and expense are recorded for all debt instruments other than those at FVTPL, on an accrual
basis using the effective interest method. This method defers, as part of interest income or expense, all fees
paid or received between the parties to the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts. Interest income on debt instruments at FVTPL
calculated at nominal interest rate is presented within ‘other similar income’ line in profit or loss.

Fees integral to the effective interest rate include origination fees received or paid by the entity relating to the
creation or acquisition of a financial asset or issuance of a financial liability, for example fees for evaluating
creditworthiness, evaluating and recording guarantees or collateral, negotiating the terms of the instrument
and for processing transaction documents. Commitment fees received by the Bank to originate loans at market
interest rates are integral to the effective interest rate if it is probable that the Bank will enter into a specific
lending arrangement and does not expect to sell the resulting loan shortly after origination. The Bank does not
designate loan commitments as financial liabilities at FVTPL.

For financial assets that are originated or purchased credit-impaired, the effective interest rate is the rate that
discounts the expected cash flows (including the initial expected credit losses) to the fair value on initial
recognition (normally represented by the purchase price). As a result, the effective interest is credit-adjusted.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of financial
assets, except for (i) financial assets that have become credit impaired (Stage 3), for which interest revenue
is calculated by applying the effective interest rate to their AC, net of the ECL provision, and (ii) financial assets
that are purchased or originated credit impaired, for which the original credit-adjusted effective interest rate is
applied to the AC.

If the credit risk on the financial asset classified in Stage 3 subsequently improves so that the asset is no longer
credit-impaired and the improvement can be related objectively to an event occurring after the asset had been
determined as credit-impaired (ie the asset becomes cured), the asset is reclassified from stage 3 and the
interest revenue is calculated by applying the EIR to the gross carrying amount. The additional interest income,
which was previously not recognised in P&L due to the asset being in stage 3 but it is now expected to be
received following the asset’s curing, is recognised as a reversal of impairment.

50



KHAN BANK JSC

Notes to the Financial Statements - 31 December 2023

27. Interest and similar expense

In thousands of MNT 2023 2022
Customer accounts 587,269,083 368,195,946
Borrowed funds 163,063,975 73,123,072
Interest expense of hedge eligible swaps 27,959,347 6,915,692
Debt securities in issue 13,999,172 -
Due to banks 12,474,527 27,636,217
Total interest expense 804,766,104 475,870,927
Other similar interest expense

In thousands of MNT 2023 2022
Interest expense on hedge non-eligible swaps 13,349,300 3,414,988
Lease liability 1,966,273 1,798,399
Unwinding of modification losses from financial assets 727,009 -
Total other similar interest expense 16,042,582 5,213,387
28. Net fees and commission income

In thousands of MNT 2023 2022
Fees and commission income

Commissions on operations with plastic cards 134,127,436 129,002,513

Commissions on mobile and internet services 116,937,472 110,782,991

Commissions on settlement transactions 16,964,575 13,467,905

Commissions on documentary business and guarantees 3,546,341 3,419,825

Commissions on cash operations 1,835,710 2,359,702

Commissions on transfer payments 241,410 305,274

Other 7,981,409 4,128,433

Total fees and commission income 281,634,353 263,466,643

Fees and commission expenses

Commission on mobile services 27,154,247 22,950,674
Commissions on operations with plastic cards 21,380,036 16,972,997
Commissions on settlement transactions 9,267,553 6,833,556
Commissions on foreign exchange operations 1,888,925 1,030,614
Total fees and commission expenses 59,690,761 47,787,841

Net fees and commission income 221,943,592 215,678,802

Fee and commission income is recognised when the Bank satisfies its performance obligation, usually upon
execution of the underlying transaction. The amount of fee or commission received or receivable represents
the transaction price for the services identified as distinct performance obligations. Such income includes fees
for arranging a sale or purchase of foreign currencies on behalf of a customer, fees for processing payment
transactions, fees for cash settlements, collection or cash disbursements.

29. Net (losses)/gains from financial derivatives

In thousands of MNT 2023 2022
Net realised loss on hedging (7,141,463) (1,268,618)
Ineffectiveness of hedging (4,634,804) 15,273,535
Fair value change of swaps, not hedged (827,746) 1,873,472
Total net (losses)/gains from financial derivatives (12,604,013) 15,878,389
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30. Credit loss allowance

The table below shows the ECL charges/(reversals) on financial assets and liabilities for the year recorded in

profit or loss:

In thousands of MNT 2023 2022
Net charge/(reversal) for ECL allowance:

Cash and cash equivalents (Note 7) (1,155,522) 931,403
Mandatory reserves with the BoM (Note 8) 1,262,104 1,969,109
Loans and advances to customers (Note 13) 85,822,040 138,534,121
Debt instrument measured at AC (Note 10) 942,314 2,640,432
Debt instrument measured at FVOCI (Note 10) (217,284) (1,767,018)
Off balance sheet commitments (Note 36) 6,327,915 332,843
Other assets (Note 14) (220,320) 873,348
Total ECL allowance 92,761,247 143,514,238

During 2023, MNT 33,128,555 thousands of ECL charge was reversed as a result of repayment of 2 non-

performing loans, which was one off recovery case.
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31. Operating expenses

In thousands of MNT 2023 2022
Salaries, wages, and bonuses 169,146,648 138,612,201
IT related service expense 99,681,682 63,705,516
Depreciation of property and equipment (Note 15) 55,676,503 54,489,263
Deposit insurance fee 26,879,455 18,676,189
Contribution to social and health fund 20,748,148 16,948,218
Premises repair and maintenance expense 20,736,904 16,020,919
Amortisation of intangible assets (Note 16) 18,292,815 20,643,564
Marketing and advertisement expenses 11,602,083 8,808,130
Office materials and supplies 11,385,774 8,719,117
Depreciation of right of use assets (Note 17) 8,438,579 7,623,736
Taxes other than income tax 8,036,988 6,087,663
Security services 5,890,783 5,768,829
Contribution for bank stabilization fund 4,605,537 3,687,185
Information and telecommunication services 4,321,496 3,224,255
Professional services 4,052,471 2,698,269
Transportation 3,874,097 3,650,044
Training expenses 3,537,942 1,648,789
Events 3,381,287 2,185,960
Business trip expenses 2,529,101 1,623,042
Insurance 1,925,472 1,571,307
Short term-lease expense 1,687,294 1,543,698
Research expenses 1,524,750 3,394,837
Other 14,782,024 20,712,474
Total 502,737,833 412,043,205
In thousands of MNT 2023 2022
Contribution to social and health fund costs consist of:

Contribution to state social and health fund 6,639,407 5,423,430
Contribution to state pension fund 14,108,741 11,524,788
Total 20,748,148 16,948,218

Wages, salaries, contributions to the state pension and social insurance funds, paid annual leave and sick
leave, bonuses, and non-monetary benefits are accrued in the year in which the associated services are
rendered by the employees of the Bank. The Bank has no legal or constructive obligation to make pension or
similar benefit payments beyond the payments to the statutory defined contribution scheme.

Salaries increased in the current year because of the increase in employees’ base salary in May and October
2023.

The audit fees and charged by the auditors in the financial year 2023 was MNT 771,905 thousands and other
non-audit services including IT related services was MNT 676,795 thousands, HR and soft skills training was
MNT 104,911 thousands and tax and legal consulting services was MNT 290,057 thousands.
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32. Income tax
32.1 Income tax expense
The components of income tax expense for the year ended 31 December 2023 and 31 December 2022 are:

In thousands of MNT 2023 2022
Current tax:

Current income tax 184,798,981 136,009,119
Deferred tax:

Relating to temporary differences and tax losses (823,532) 6,051,906
Total income tax expense 183,975,449 142,061,025

Income taxes have been provided for in the financial statements in accordance with legislation enacted or
substantively enacted by the end of the reporting period. The income tax charge comprises current tax and
deferred tax and is recognised in profit or loss for the year, except if it is recognised in other comprehensive
income or directly in equity because it relates to transactions that are also recognised, in the same or a
different period, in other comprehensive income or directly in equity.

Current tax is the amount expected to be paid to, or recovered from, the taxation authorities in respect of
taxable profits or losses for the current and prior periods. Taxable profits or losses are based on estimates
if the financial statements are authorized prior to filing relevant tax returns. Taxes other than on income are
recorded within administrative and other operating expenses.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

In accordance with the initial recognition exemption, deferred taxes are not recorded for temporary
differences on initial recognition of an asset or a liability in a transaction other than a business combination
if the transaction, when initially recorded, affects neither accounting nor taxable profit. Deferred tax
balances are measured at tax rates enacted or substantively enacted at the end of the reporting period,
which are expected to apply to the period when the temporary differences will reverse or the tax loss carry
forwards will be utilised.

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to
the extent that it is probable that future taxable profit will be available against which the deductions can be
utilised.

The Bank provides for income taxes on the basis of its income for financial reporting purposes, adjusted
for items which are not assessable or deductible for income tax purposes. The income tax rate for profits
of the Bank is 10% for the first MNT 6,000,000 thousands (2022: 6,000,000 thousands) of taxable income
and 25% on the excess of taxable income over MNT 6,000,000 thousands (2022: 6,000,000 thousands).
Interest income on government bonds is not subject to income tax. Impairment losses for non-performing
loans and advances are deductible for income tax purposes.

A reconciliation of income tax expense applicable to profit before tax at the statutory income tax rate to
income tax expense at the effective income tax rate of the Bank for the year ended 31 December 2023 is
as follows:

In thousands of MNT 2023 2022
Profit before taxation 742,758,322 590,833,224
Tax at statutory rate of 25% (2022: 25%) 185,689,580 147,708,306
Effect of expenses not deductible for income tax purpose 6,786,271 5,009,070
Tax exempted income - Government bond (12,492,373) (8,866,357)
Income taxed at different rates (130,422) (889,994)
Over provision of current tax 5,022,393 -
Effect of income subject to lower tax rate (900,000) (900,000)
Tax expense for the year 183,975,449 142,061,025
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32. Income tax (Continued)
The effective income tax rate for 2023 is 24.77% (2022:24.09%).

Tax exempted income represents interest income from government bonds which is tax exempted under
Mongolian tax legislation.

32.2 Deferred tax

The Bank's uncertain tax positions are reassessed by management at the end of each reporting period.
Liabilities are recorded for income tax positions that are determined by management as more likely than
not to result in additional taxes being levied if the positions were to be challenged by the tax authorities.
The assessment is based on the interpretation of tax laws that have been enacted or substantively enacted
by the end of the reporting period, and any known court or other rulings on such issues.

Liabilities for penalties, interest and taxes other than on income are recognised based on management’s
best estimate of the expenditure required to settle the obligations at the end of the reporting period.

Debt and equity

instruments
measured at fair Revaluation of
value through OCI financial derivatives

Depreciation of

property and

In thousands of MNT equipment Total

As at 1 January 2023 1,150,874 1,059,844 (6,919,969) (4,709,251)
Recognised in statement of other

comprehensive income (Note 25) (2,406,437) (2,563,345) - (4969,782)
Recognised in profit or loss - 3,365,452 (2,541,920) 823,532
As at 31 December 2023 (1,255,563) 1,861,951 (9,461,889) (8,855,501)
As at 1 January 2022 (1,854,755) 1,169,341 (3,894,179) (4,579,593)
Recognised in statement of OCI (Note 25 3,005,629 2,916,619 - 5,922,248

g ( )

Recognised in profit or loss - (3,026,116) (3,025,790) (6,051,906)
As at 31 December 2022 1,150,874 1,059,844 (6,919,969) (4,709,251)

32.3 Current income tax liabilities

In thousands of MNT

31 December 2023

31 December 2022

Income tax liability as at 1 January
Current income tax expense
Tax paid

3,957,990
184,798,981
(161,390,205)

2,167,852
136,009,119
(134,218,981)

Income tax liability as at 31 December

27,366,766

3,957,990

55



KHAN BANK JSC
Notes to the Financial Statements - 31 December 2023

33. Earnings per share

Earnings per share are determined by dividing the profit or loss attributable to owners of the Bank by the
weighted average number of participating shares outstanding during the reporting year.The Bank has no
dilutive potential ordinary shares; therefore, the diluted earnings per share equal the basic earnings per

share. Earnings per share are calculated as follows:

In thousands of MNT

31 December 2023

31 December 2022

Profit attributable to ordinary equity holders - basic and diluted

558,782,873

448,772,199

Adjusted weighted average number of ordinary shares for EPS

1,818,945,604

1,720,978,200

Earnings per share

In thousands of MNT

31 December 2023

31 December 2022

Equity holders of the Bank for the period:
Basic earnings per share
Diluted earnings per share

307
307

261
261
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34. Reconciliation of liabilities arising from financing activities

The table below sets out an analysis of the Bank’s debt and movements for each of the periods
presented. The debt items are those that are reported as financing in the statement of cash flow:

Liabilities from financing activities

Other Repo Debt Lease Total
borrowed agreement securities liabilities

In thousands of MNT funds in issue
Liabilities from financing

activities at 1 January 2023 1,776,932,717 367,267,329 - 11,231,249 2,155,431,295
Cash transactions
Cash inflows 957,358,478 958,913,403 226,762,400 - 2,143,034,281
Cash outflows (616,157,388)  (1,271,488,927) - (8,410,670) (1,896,056,985)
Interest paid (57,486,650) (4,643,211) (9,638,271) (1,966,273) (73,734,405)
Non- cash transactions
New leases - - 10,215,762 10,215,762
Interest accrued 163,063,975 10,133,488 13,999,172 1,966,273 189,162,908
Foreign exchange adjustments (101,989,262) - (7,124,719) - (109,113,981)
Liabilities from financing

activities at 2,121,721,870 60,182,082 223,998,582 13,036,341 2,418,938,875

31 December 2023

Liabilities from financing activities

Other borrowed Repo agreement Lease Total

In thousands of MNT funds liabilities
Liabilities from financing activities at

1 January 2022 1,191,916,946 620,802,675 11,085,695 1,823,805,316
Cash transactions
Cash inflows 959,412,011 3,801,304,742 - 4,760,716,753
Cash outflows (560,785,101)  (4,071,420,232) (7,633,424) (4,639,838,757)
Interest paid (51,736,874) (9,158,839) (1,798,399) (62,694,112)
Non- cash transactions
New leases - - 7,778,978 7,778,978
Interest accrued 73,123,072 25,738,983 1,798,399 100,660,454
Adjustments from modification of the

agreements (2,275,457) - - (2,275,457)
Foreign exchange adjustments 167,278,120 - - 167,278,120
Liabilities from financing activities at 1,776,932,717 367,267,320 11,231,249 2,155,431,295

31 December 2022
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35. Segment Analysis

Operating segments are components that engage in business activities that may earn revenues or incur
expenses, whose operating results are regularly reviewed by the chief operating decision maker ((CODM),
and for which discrete financial information is available. The CODMs are executive management committee
members of the Bank.

The Bank is organised on the basis of five main business segments based on products and services, as

follows:

[ )

Retail banking: Includes private banking services, private customer current accounts, savings,
deposits, credit and debit cards, small business loan consumer loans and mortgages.

SME banking: Includes current, demand and term deposit accounts, overdrafts, loan and other
credit facilities, business consultation and other advices.

Corporate banking: Includes current, demand and term deposit accounts, overdrafts, loan and
other credit facilities

Treasury banking: Undertakes the Bank's funding and centralised risk management activities
through borrowings, use of derivatives for risk management purposes and investing in assets such
as short-term placements and corporate and government debt securities. Operation is the Bank's
funds management activities.

Others: Includes Headquarter operations and central shared services operation that manages the
Bank's premises and certain corporate costs.

The Bank uses profit before tax to measure profitability of each segment.

As the Bank’s operations are located in Mongolia, no further geographical segment information is provided.
No revenue from transactions with a single external customer or counterparty amounted to 10% or more
of the Bank’s total revenue in 2023 or 2022.

58



69

660'G.2°69 6.9°29v°‘SP - - 1e2‘G8 689°122°€T ainypuadxae [epde)
ZL1'906°8SZ°S1 S00‘PPLIELS 8GZ'Pr0‘cSET 61729986 21828085 8cv192'6Z8‘0L saijjiqel| [ejoL
€L0°Z¥9‘06E‘ L1 90£'666°25S 6£.°129'6Z9°L 79292 L1EL SLELEEVLO0'L LS €91°98.‘9 sjesse [ejo]
22E'8S.LTh. (990226 'v¥) 2.6'910°C 81£'8L1°€6 022°'6/8°6S 8.8°609°1.£9 Xe} 210399 }1J0.d
(L¥2'5852) (0zo'0Lv2) - - €TY'Sy (059°022) 18U ‘s8sso| Jayl0
(e£8°2€1209) (0£2°161°90€) (990'vL1'€) (809'66€°1) (182'820'2) (80Lv0L'¥81) sesuadxe Buiesedo
G/£'€90'E Y0 0¥SC ¥8€'s - 96 LyL'ELS awooul Bupelsdo Jsyi0
896'9Z1'S 896'9Z1'S - (L2€£'00€") 6015922 99Z'6£0°C OV Je sjesse [eloueul JO UoieOlIPOW WOl (sesso))/suieb jJoN
1v2'0L0L - Iv20L0°L - - - Td1A4 1B S81IN28s 1gap WO} SBSSO| SS9| Sules)
Lov'ectL’L - Lov'ecLlL - - - OV 1B S8I1INd8s }gap WO} SASSO| SSO| sules)
620'91. L - 620'9v. L - - - IDOAA 1B sannoes jgep wolj (s8ssoj)/suied j1oN
zoc'eey’l - A1 TA A - - - $9sS0| sS9| suieb uone|suel abueyoxa ubiaio4
789'2/2'0¢ - 8¥£'60G'L1L ¥0¥'269°C 06828 0v0'861°6 se1oua.nd ublalo) ul Buipes) wol) $8SSo| SS3) SuleD
(e10v09'21) - (€1L0'v09°21) - - - SOAlJBALIBP [elouBUl Wod) suleb/(sassol) 19N
(192'069'65) - (oev'961°S) (296'€€L'Y) (602'G2G°L) (559'veT'8y) asuadxa UOISSIWWOD pue s8a-
£GE'¥£9°'182 - 006'060°C 9Gl'ecel'se 8£9'808'8 6G9°100'6¥2 BWODU| UOISSILIWOD PUE S884
669°659'766 256°112°55Z (052°969) ¥0L'08L°GL 80L'95Y'95 585020809 ouemol|e ssol
}IPaJd J3)je awWoodU| Jejiwis pue }salajul uo ujbiew jJaN
(1¥2°19.26) (z81297) (Z19°1€8) €68'L¥¥'9 (600°G22'92) (262°¥89°12) Kianodau/(80UBMO|[B) SSO| JIP8ID
9¥6°0Z+°280°L YELYLL'9GT z9g'sel 168P¥. 89 112°199C8 78870.°619 awodul Jejiwis pue }salajul uo uibiew jaN
- 689'252'2¥e (£92°1v€°582) (z8.'80€°58) (021'9€9°'¢2) 0£56'6£0°202 syuswbes Bunesado uiyym suonoesuel |
. ‘ ‘ ‘ . . ] ; uolnguIsIp swoaul
- (600°0Z¥'822) - 695°€88°cE €99°166'tC 1117856691 1561611 18N O} POIESOYIE 1500 BOWIO) PESH JO UONAUISI
(z8g'zr0'9l) (z8s'2v0'91) - - - - asuadxa }saJaul Jejiis Jayl0
(969'G¥2'992) 0/0'956°CL (¥8z'c18'0£2) (Z¥0'SLZ°LL) (2¥1°165'S) (882'9.02€) ejelodio)
(80%'020'8€S) (652'6£9) - (518°1) (z61°126'Y) (9¥9'261'2€S) enpinipuj
(¥01'992'%08) GlLe'ole'zl (¥8z'c18'0£2) (z9s'9LZL1) (6EE'8L5'0L) (P£6'££5'95) asuadxe jsaieu|
BEV' VLY Y G6Z'8S 112'612'S2 188'G1Z L24'00G°C 6LL'Y98'vL awooul JSaJ8Ul JejiWIS Jayl0
8¥.'60€ L 6¥ - 961°025'06¥ 265'68. - - 8uIooU Jsalajul J8Yj0
G/2'656'92/ 6Y£'6/8°LL - L6ECHL 766°1€2°.L £¥G6'$59°20. jonpoud ueoj jewinsuo)
0LL'9¥5'9%9 890°0L2°S - 699120Vl £18°€80°/G) ¥29'089°'61€ jJonpoud ueoy sssuisng
£61'G18'v98°L LL¥'685 /L 961°025°06¥ 809'7G0°G9L G08'SLEPIL 19L'GEE /120 poyiaw jsalsjul 8AROsYs Buisn pajenojes swooul Jsalsiu|
lejo s19yl0 Kinseaua) Bunjueg ajesodioy Bupjueg JNS Bunjueg |ejay 1 NW 40 spuesnoy} u|

£20Z 12qwadaQ L Je sy
(panunuo9) sisAjeuy Juawbag ‘Gg

€202 laquiasa( L§ - S)uawWale)s [e1oueUly 8y} 0} S8JON

OSr MNVE NVHM



09

S8l IvYEL 106°L00°8Y - - 001v92 y8L'6LL‘GT ainypuadxa [eyided
08Z‘LYE LeV 'Sl 268'91Z°129 6¥9'v0°196°L 995'¥98°'98Z°1 8cZ 1¥9°'98Y GE6'615°180°6 sanlliqel| [ejo
9re'cLL'TG6'YL L26'v10°L2S £29°155c¥8‘9 Z6L°0LL°CLL )L 975°162'G86 ¥80°SY0'¥8Y'S sjasse [ejo]
¥22'€£8°'065 (66.°252'69) 926'029'SL L Lze'ser'ey 8LL1¥9'¥T 866'L6E V.Y Xe} 910494 }iyo.id
(959'692) 08¥'6€2 - - (P¥e’)) (z6.°109) 18U ‘sesso| Jay10
(s0z'cv0'CLYy) (968°0t9'9¥2) (628'028'Y) (121'¢€) (891'92.'Y) (160°228'SS1) sesuadxe Buiesedo
ye9'LLEY £Y6'1£8°E 6YG'E - ot Z0L28¥ swooul Bunessdo Jey10
(G6¥'610°'6) - (S61'610'6) - - - T1d1A4 Je sjosse |eloueulj WO S8SSOT
(6t9's22'2) - (6%9'622'2) - - - DV 1 S}asSse |eloueul) JO uonedyipow wol (sassol)/suieb 1N
(£91'006) - (£91'006) - - - DO/ 18 SalNoas 1qap wolj (sesso))/suieb 1oN
6267259 - 6£6'1/5°9 - - - $9sS0| sSs9| suieb uone|suel) abueyoxa ubiaio4
G¥0'66.2E - 66Y'228'91 ¥Z1's6g'e G/2'LEEL LY0'6Y2 LL sejouaLIno ubialoy Ul Bulpes) woly s8sso| s8] sules
68€°8.8°Gl - 68€°8.8°Gl - - - SOABALISP [BIOUBUY WO} SuleB)(sasso)) 19N
1S¥'612' - 1G¥'Gl2'C - - - DV }e punj pamoulog JO Uoledijpow wodj sujes)
(198°282'LY) - (262'818'¢€) (892'2€2'¢) (260'€L2°L) (621'886'SE) 9suadxa UOISSIWWOD pue s8a-
£¥9'99%'€92 - G96'668°L 22.'69.'Gl ¥89'v02'S 2.12'265'0%2 8WODU! UOISS|WWOD pue $894
‘ 3 ‘ 3 3 . 3 ‘ 13 13 ‘ ¢ 2duemojje sso|
(A NE: Y47 vl9'9L€'cLL GL1°186001 ¥180€0°22 888'S10'VeC 6£9'26S LLY JDEUD Je)e SLUGOUI JEIIS PUE }S8Ie)Ul UO UIBIBW JON
(gez'vLgerL) (¥ez'6202) (029'222°¢) (1Z1°866'62) (156°169°LY) (z9z°220799) 80uBeMmo||e SSO| JIpalId
89¢°182°988 806°SYE'GLL 68.°cG.v01 6£6'820°LS 6£8°2£.°G9 L06' VLY E8Y awooU| JejiWis pue }saJajul uo uibiew joN
- L0€°900°1G) (S¥6°2G1'SS) (czs's/Lee) (225'26€°08) ¥¥.'610°8. syuswbes Bunesado uiyym suonoesuel |
- (919°296'851) - 96%'256'92 01G'981'61 019'828°C1 1 uonNgUISIp 109 82O pesH
(28¢g'€12'9) (28¢'c12'9) - - - - asuadxa }saJajul Jejiis Jayl0
(c1e29v'sz)) ¥89'vELE (1L00'Z60°LLL) ($99'7509) (652°16%°2) (£2G6'c96'8) ejelodio)
(PL9'cot'05¢E) (6S¥LLLL) - (z9s'091) (zv¥'26G°1L) (15L'v28'9pE) enpinipuj
(£26'048'S.Y) G2z'eot’) (L00°260°LLL) (9zz'siz'o) (102'680'1) (b22'2£8'S5¢€) asuadxa jsale|
GEG'V/6'6€ ¥61° 151 L¥8'9GL 9l 9608 LG9'¥66°9 £10'G6.'SL awooUl 1selelul Je(iWIs Jayl0
0689171 ‘G52 - 0689171 'GGC - - - 8LIooUI Js8la)UI JBYIO
108'80L L LG 8/£'161'C2 - 786'eel 8V /Y9y €0V 98 ' v8Y jonpo.d ueoj jewinsuoy
96¥'GE€5°095 168'0v8'S - 99G'GL¥'GGL 82G'1215'8¢E1 S9%'102°092 jonpoud ueoy ssauisng
IPLL6E LZE L G/Z'2£0'8Z 068'917L'552 8¥L'6V5'GSL 996'v2Z Sl 898'/€Y'GY. poyiaw jsalsjul 8ARosYS Buisn peje|nojes awooul jsaleu|
|eyoL si9yj0 Kinseaa] Bunjueg ajesodioy bBunjueg JNS Bunjueg |ejay 1NW 40 spuesnouy} u|

2202 1equiadaq L€ Je sV

(panupuo9) sisAjeuy juawbag "g¢

€202 laquiasa( L§ - S)uawWale)s [e1oueUly 8y} 0} S8JON

OSr MNVE NVHM



19

£79°'99°'€9Z G96°668°L 2CL'69L'GL ¥89'v02's zLz'zes‘ove €202 10} dWOodUl UoIsSSIWOoI pue sadj |ejo
€er'sgl'y 8€z'0¢ ¥69'001 8G1'eGl €V0'v¥8'e J8ylo
v12'G0¢ 6.1 802°9¢ 1€8°L1 0S0°2SC sjuswAed Jajsuel) UO SUOISSILIWOD
20.'65¢€'c GE6'6l 8¢.'Ge 109°291 8EV'9€LC suonelado yseo uo SuoISsIWWoD
Gzg‘6li'e vE9'vLL 6.1°865'C 280°'/2¥ 0£9'6.2 sesjueienb pue sseuisng A1gjusLINO0OP UO SUOISSIWIWOY
G06°29¥'ElL 2S8'veL’) 0S6°Lv€ Lov'Gle ZroSLLLL suoljoesuel] JUSWSPSS UO SuoIssILWOo)
166282011 - 8v.12l') 80°€89 G91°c/€'801 S8JIAISS J8UldlUl pUB 3[IqOW UO SUOISSIWWOY
€16°200'62l lCl 6168260l 191°98¥°¢ Y0€28G VL1 spJed ofise|d yym suoljesado uo SuoISSILWO)

(A4 A
|elol Kinseaa] Bupjueg Bupjueg 3INS Bupjueg |1e)Joy I NW 40 spuesnoyj uj

ajesodio)

€5€'v€9°18¢ 006060 95l‘eeL'se 8€9°808°8 659°100°6t¢ €20¢ 10} WUl uUoissIWWo pue sadj |ejo|
601186, 06509 252'929 9¥8'89¥% 122'Gz8’9 J8ylo
oLv'Ive - €8v'1e 69201 869661 sjuswAed Jajsuel) UO SUOISSILIWOD
012Ge8°1L €e8'Gl L1801 vy 90l 982°G09°1L suofjesado Yseo uo SuoISSILWOo)
LyE' OGS e Gov'G. Svllev'e zeseel 602°/¢2¢E sogjuelend pue ssauisng A1ejusLINdop UO SUOISSILIWOD
G/G'v96°9l 288'8€6°L ¥61'116 6vS'ery 0Se‘v09°El suojjoesuel) Jusws|)}8s uo suolssiwuwo)
2lv1€6'9L1L - €VE6.2°1 1£6°12S 26L°0EL'GLL S8JIAISS J8UldlUl pUB 3[IqOW UO SUOISSIWWOY
9ev' Lzl Vel oclL Z61'88¢°0¢2 120'625°9 €7.'60€°201 spJeo opseld ypm suoiesedo UO suUOISSIWLIWOD

€ecoe
|ejol Ainseaa] Bunjueg Bunjueg 3NS Bupjueg |1e)Joy I NW 40 spuesnoyj uj

ajesodio)

(panunuo9) sisAjeuy Juswbag 'G¢

€202 laquiasa( L§ - S)uawWale)s [e1oueUly 8y} 0} S8JON

OSr MNVE NVHM



KHAN BANK JSC

Notes to the financial statements - 31 December 2023

36. Contingencies and Commitments

To meet financial needs of customers, the Bank enters into various irrevocable commitments and contingent
liabilities. Even though these obligations may not be recognised on the statement of financial position, they do
contain credit risk and are therefore part of the overall risk of the Bank.

31 December 2023 31 December 2022
Gross Gross

carrying Credit loss Carrying carrying Credit loss Carrying
In thousands of MNT amount allowance amount amount allowance amount
Contingent liabilities
Guarantees issued 142,011,464 (751,531) 141,259,933 109,875,380 (493,937) 109,381,443
Letters of credit 27,347,449 (185,163) 27,162,286 24,667,537 (143,760) 24,523,777
Undrawn credit lines 636,504,815 (10,317,573) 626,187,242 640,182,957 (4,954,504) 635,228,453
Undrawn credit cards 52,416,065  (1,279,543) 51,136,522 61,741,646 (614,748) 61,126,898
Factoring receivable 200,000 (1,054) 198,946 - - -
Total contingent 858,479,793  (12,534,864) 845,944,929 836,467,520 (6,206,949) 830,260,571
liabilities

Capital related
commitments

Property and 1,025,293 - 1,025,293 2,585,144 - 2,585,144
equipment
Total 859,505,086 (12,534,864) 846,970,222 839,052,664  (6,206,949) 832,845,715

62



€9

156281L°0¥9 82V 166°C zs8‘18vsL 119°601°€9S ¥05‘PS6‘y 0.5°920°} ovb'298 y6¥°010°C 220z Jequiadsq L W
- 1151212 (225'221°2) - oLe‘cie 0Z'0LY'L (¥62'961°1) - ¢ abeyg oy sigysuel] -
- (000°002°2) 612'50%'c9 (6L2'50Z°19) £68‘0v¥ (z62'%99) L£5'Z6G°C (98¢'285°L) Z abejg 0} sigjsuel] -
- - (L10'0t8's) LLO'0Y8'S (oz1) - (8%2'2€9) 829'7€9 | abe)s o} sigjsuel] -
(09v'828L0¥'2)  (£12'900'h) (028'002'201) (1zv'LL1'see’?)  (L9o'6zr'6l)  (.52'086)  (818'0v8')) (986'109'91) pasdey/panew
10 pasiubooalap sainsodx]
‘ P ‘ . . . . . . . ‘ ‘ . . . . . wmwmw‘_oc_\vmwmcogja
£0'706°925°C LL¥'998°L 861'GEZ'S0L 88Y'208'6L¥'C  €61°G/8°61 61206 8GELE9L 9G9‘LYE /L 10 POTEUIBLIO MON
¥10°L61°G5S L¥9‘€08 £¥5°605°0Z yz8‘cy8‘ces 62.'cG8‘c 9¢.‘80¢ LLv'6LE 786°62Z°E 1202 1aquiada( LE IV
(paaied I NW JO spuesnoyj uj
(pasredw ypaso (Mo18 (103 -wyi JIpaid 1oy (YIS (103
1oy 7193 swnayy) 10§ 7193 swnayy) syjuow-z|) 793 swey|) 104 D3 dwdH|) Syuow-z|)
leyol ¢ obe)g Z obeyg | obejg leyol ¢ abejg Z obeyg | obejg
junowe buihiies ssoug aouemoj|e sso| Jipal)
G18'705‘9€9 T6.°159°9 655295221 ¥9v'68Z°L0S €l6'21E°01 G16°9£9°C LSY'681°C L0Z°16¥'E £202Z Joqwiadaq L¢ IV
- 188°/56 (288'256) - 0¥9'502 LEL20Y (16¥'961) - ¢ abeyg oy sigysuel] -
- - ¥99'769°S1L (¥99'¥69'S1) 069°66¥ - LES'YLL (L¥8'¥12) Z abejg 0} sigjsuel] -
- - (£6G°009°1) £6G°009°L (0262) - (812¢) iz | ebeig 01 sugpsuel -
(99€°122'820°€) (ov€'96Z') (926'506'6.)) (060'695'v¥8°2)  (LZL'zsL'er) (z6€1.2'7)  (£€1'626'T) (96G°S2¥°L1) pasdey/paunjew
10 pasiubooalap sainsodx]
‘ ‘ ‘ . ‘ . . . . . ‘ ‘ . . . . . . mwwmm‘_oc_\vmwmcogja
$22'c60'620‘S 118'86€9 661'658'GL2 806'8£8'208°C 0€8‘zy8‘Le 909'GE6'Y 228'9¢L'y 20v'0LL 8L 10 pOYEUIBLIO MON
156T81°0¥9 8TV 16G°E zs8'18v'sl 119°601°€9S Y0S‘vS6'Y 0.5'920°1 o198 ¥6°010°C 2207 1aqwiada( LE IV
(poated I NW JO spuesnoyj uj
(pasreduw ypato (MoIs -wi ypaid 1oy (YIS 104 (WhE|
Joj o3 awnay)  Jopo3 owmay) (703 syjuow-gi) 793 awneyl) 103 dwnsyl) syjuow-z|)
leyol ¢ abejg Z obeyg | obejg lejol ¢ obe)g Z obeyg | obeyg

junowe buiAues ssolo

2oUBMO||e SSO] }Ipal)

:saul| JpaJo umelpun

:SJUBLW)IWILLIOD 198YS 8oUB|E( JJO 10} 80UBMO||e SSO| JIpaJo pajoadxT

(panunuo9) sjuswwwos pue salpuabunuod "9¢

€202 laquiada( L¢ - Sjuswaje)s [eioueuly ay) 03 SeJoN

OSr MNVE NVHM



¥9

9r9°‘LY.L‘19 200°6170°L 086°€0S°L #99'881 ‘65 8v.'v19 901°85¢ LLE‘eT (T4 4 220z Joqwiadaq LE I
- 020°55¢ (020'552) - 116'001 GE8'891 (868°29) - ¢ abeyg oy sigysuel] -
- (1¥0'02) LLe'Zre'L (0282LL°1) ¥9z'0z¢ (z62'L1) £Z6'C6E (29¢2¢) Z obeyg oy sigysuel] -
- - (0£0'¥¥2) 0£0'¥¥2 (ecc'se) - (G516'6€) Z85°L | obejg o} sigssuel] -
(18£‘8€0°c0¢) (626'959'€) (691L°1G€'9) (e£z'0£0'c62) (99%°1L05°S) (06¥'v€€'2) (£29'58G°1) (coge'185°1L) pasde|/painjew
10 pasiubooaiap sainsodx]
192191682 zog'sLy'e £08'69.°S 291'€16'6.2 92686V ¥r0'LL6°L 9¢6'v66 9G6'98G°1 sosealoul
/paseyalnd Jo pajeulblio maN
0981962 002201} S8y LPE‘L GIS'PLLEL 0.£'PETL 600°‘8Y9 ¥06°22¢ 1SY‘8ST 1202 Jaquiadaq Lg IV
(posredwi ypaid  (YoIS (703 (posredwi ypatd  (YOIS 103 (703 LNW JO spuesnoyj uj
Joj 103 awnayl)) 410y 7O3 dwnsyl)  syjuow-gi) Joj 103 awnayl)) 103 swnsyl)  syuow-zj)
lejolL ¢ obejg zZ abeyg | abeyg lejolL ¢ abeyg zZ abeyg | obeyg
junowe Buikiied ssoig 92ueMo||e SSO| }Ipal1)
690°‘91¥°2S LLE‘Sh6L ¥6.'981°L 096°G8Z‘6¥ £YS'6.L2Z°1 02922111 68.°L veL Pl £202Z Joqwiadaq L¢ I
- 802'960°) (802'960°1) - 9zL'LLL 09.'8%8 (P€0°1L2) - ¢ abeyg oy sigysuel] -
- (062'c2)) ¥G0'8LL L (Y9zZ'¥65°1) SL‘9L (516'68) GGE'GLL (69'cl) Z abejg 0} sigysuel] -
- - (98/'28¢€) 98/°/8¢ (s98‘c8) - (565'G8) 069°L | abe)s o} sigjsuel] -
(596'8EE LLL) (165'822') (£69'725'€) (189'ce0'e9l)  (L8L'0zs's)  (££1'629'7) (929'56) (820°052) pasdey/panew
10 pasiubooalap sainsodxg
‘ ‘ ‘ ‘ ‘ ‘ ‘ f ‘ ‘ ¢ c ‘ . sosea.loul
¥8€‘c1L0°291 Z81'059'y LYY'€20°'E GG B6EE VS 9./56.¥°E Z0t°'189°C zee1gL Zv8'2L9 Jpeseyoind Jo pejeulBlIo moN
9v9°‘L¥.L19 200°6170°L 086c0S°L #99'881 ‘65 8v.'v19 901°‘8G¢ LLE‘ET (T4 4 2202 1aqwiada( L IV
(poatedwn ypaid  (¥oIS [GRE! (paaredwi ypais  (YoIs 1o} (03 1NW J0 spuesnoyj uj
Joj 103 dwayll) oy 1D dwndyl)  syuow-zi) 10§ 103 dwigdyl) O3 dwndy|)  syuow-z)
[ejyol ¢ abejg z abeyg | abeyg leyol ¢ abeyg Z abeyg | abeyg

junowe buifiied ssoin

2oUBMO| | SSO| }Ipal)

:spJed }palo umelpun

(panuniuo9) sjuswyiwwos pue sapuabunuon "9¢

€202 laquiasa( L§ - S)uawWale)s [e1oueUly 8y} 0} S8JON

OSr MNVE NVHM



KHAN BANK JSC

Notes to the financial statements - 31 December 2023

36. Contingencies and Commitments (Continued)

Guarantees issued:

Credit loss allowance

Gross carrying amount

In thousands of MNT Stage 1 Stage 1
At 31 December 2022 493,937 109,875,380
New exposures 2,538,314 622,681,880
Exposures derecognised or matured/lapsed (2,280,720) (590,545,796)
At 31 December 2023 751,531 142,011,464

Credit loss allowance

Gross carrying amount

In thousands of MNT Stage 1 Stage 1
At 31 December 2021 655,441 129,567,459
New exposures 1,454,116 489,673,777
Exposures derecognised or matured/lapsed (1,615,620) (509,365,856)
At 31 December 2022 493,937 109,875,380

Letters of credits

Credit loss allowance

Gross carrying amount

In thousands of MNT Stage 1 Stage 1
At 31 December 2022 143,760 24,667,537
New exposures 284,489 50,114,668
Exposures derecognised or matured/lapsed (243,086) (47,434,756)
At 31 December 2023 185,163 27,347,449

Credit loss allowance

Gross carrying amount

In thousands of MNT Stage 1 Stage 1
At 31 December 2021 130,565 26,247,091
New exposures 262,749 54,071,691
Exposures derecognised or matured/lapsed (249,554) (55,651,245)
At 31 December 2022 143,760 24,667,537

Factoring receivable

Credit loss allowance

Gross carrying amount

In thousands of MNT Stage 1 Stage 1
At 31 December 2022 - -
New exposures 1,054 200,000
Exposures derecognised or matured/lapsed - -
At 31 December 2023 1,054 200,000
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KHAN BANK JSC

Notes to the financial statements - 31 December 2023

36. Contingent liabilities and commitments (Continued)
Commitments

Commitments to extend credit represent contractual commitments to make loans and revolving credit.
Commitments have fixed expiry dates or other termination clauses. Since commitments may expire without being
drawn upon and require the customer to meet specific requirements, the total contract amounts do not
necessarily represent future cash requirements.

Tax dispute

During the year ended on 31 December 2017, a tax inspection on the Bank’s tax filings was conducted by the
tax authority covering the period from 1 January 2012 to 31 December 2016. As a result of the inspection, a
number of initial findings were identified, and the tax authority issued a demand notice for MNT 8,093,019
thousands to be paid by the Bank. The Bank has assessed the findings and has submitted a rejection letter to
the Tax Authority of Mongolia on 23 February 2018. Since the start of the case, there have been a number of
appeals and dismissals from both parties. In 2022, Khan bank appealed the Administrative court decision dated
30 May 2022 and the case moved to the appellate court. Subsequently in July 2022, the Appellate Court
rendered the decision of the Primary Administrative Court invalid on the basis that the court breached the
procedural rules. This case has returned to the Primary Administrative Court. On 3 January 2024, the court of
first instance ruled the Bank to pay partially to tax authority. The bank is planning to appeal the decision.

A provision for tax penalty in total of MNT 8,093,019 thousands (31 December 2022: 4,400,000 thousands) was
provided for as at 31 December 2023.

Deposit Insurance Corporation claim

On 6 September 2018, Deposit Insurance Corporation (“DIC”) has filed a claim against the Bank for an amount
of MNT 1,000,000 thousands being the deposit insurance fee payable on the Development Bank of Mongolia’s
current and deposit account balances held with the Bank. The Bank does not agree with DIC’s view and response
letter has been submitted to the court on 1 October 2018. Further on 18 January 2019, DIC had submitted an
additional claim for MNT 667 million, being the potential income lost on the claimed insurance fee, thus making
the total claim amounting MNT 1.6 billion, but the additional MNT 667 million was dismissed by the Primary
court.

The dispute had arisen as a result of a different legal interpretations between the two parties. The case has been
heard at Primary court, Appellate court, and Supreme court for several times in prior years. In 2022, the Supreme
court session of first instance was held on 8 February 2022 and the court accepted the DIC's request to appoint
an expert. During the court session held on 20 November 2023, the Bank requested to disqualify the judge,
therefore, the case was adjourned indefinitely. The management believe that having taken necessary legal
advise, the outcome is more likely to be in the Bank’s favour, therefore did not recognise any provision as at 31
December 2023 and 31 December 2022.

Possible income tax liability

Apart from assessing impairment provision in accordance with IFRS requirements, the Bank determines
impairment provision for the purposes of reporting to the Bank of Mongolia (central bank) based on classification
of loans based on provisioning guidelines in accordance with the Regulations on Asset Classification and
Provisioning, jointly approved by the Bank of Mongolia and the Ministry of Finance. In accordance with these
regulations, the Bank is required to determine the quality of loans and advances based on quantitative and
qualitative factors. Loans are classified as follows: Performing, In Arrears, and Non-Performing. Non-performing
loans are further classified as Sub-Standard, Doubtful and Loss. Each category requires a specific reserve
percentage.

Corporate income tax law does not specify the base of impairment provision for tax purposes, whether it is IFRS
or Bank of Mongolia requirements. The law explicitly addressed that impairment provision charges for the
performing loans represent non-deductible expenses for the period. As in previous periods, the Bank has
determined impairment provision as of 31 December 2022 and 31 December 2023 as per IFRS requirements
and has treated them as deductible expenses and the impairment provision for performing loans assessed in
accordance with Bank of Mongolia requirements were treated as non-deductible expenses for the period.

Given that tax regulations do not explicitly address tax base of impairment provision for loans, Mongolian tax
regulations can be subject to different interpretations.
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KHAN BANK JSC

Notes to the financial statements - 31 December 2023

36. Contingent liabilities and commitments (Continued)
Possible income tax liability (Continued)

Therefore, there is a risk that the tax authorities might have a view that deduction of impairment provision for
CIT purposes should be based on Bank of Mongolia statutory rules rather than on impairment provision assessed
in accordance with IFRS. For the amount of the ECL provision in accordance with statutory Bank of Mongolia
rules and IFRS, please refer to the Note 37 and Note 13 respectively.

37. Financial risk management

The risk management function within the Bank is carried out with respect to financial risks, operational and legal
risks, including compliance risks, IT and information security risks. Financial risk comprises market risk (including
currency risk, interest rate risk and other price risks), credit risk and liquidity risk. The primary function of financial
risk management is to establish risk limits and to ensure that any exposure to risk stays within these limits. The
operational and legal risk management functions are intended to ensure the proper functioning of internal policies
and procedures in order to minimise operational and legal risks.

The main goal of the Bank's risk management is to identify and manage risks that have a potential effect on the
strategy and objectives of the Bank within its risk appetite. An effective risk management process is critical to
the Bank's continued profitability, and each Bank employee is responsible for reporting, managing and
monitoring potential risks.

With the exception of Legal, Compliance, and Information technology risks, risk management is overseen by
units under the second line of defense, and it is reported directly to the Chief Risk Officer (CRO). Legal and
Compliance Risks are overseen by the Chief Executive Officer (CEO), and Information Technology Risks are
overseen by the Deputy Chief Executive Officer (DCEO).

The Bank has a clearly defined risk management framework designed to optimise risk and return trade-off. The
risk management framework in place is to ensure that:

(i) Individuals who manage the risks understand the requirement and measurement system;

(i) The Bank’s risk exposure is within limits established by the Board of Directors (“the Board”);

(i) The capital allocation, where applicable, is consistent with the risk of exposures of the Bank; and
(iv) The Bank’s performance objectives are aligned with the risk appetite and tolerance.

Within scope of the Bank’s mid-term strategy, the Bank has introduced the Internal Capital and Liquidity
Adequacy Assessment Process (ICLAAP) based on the standardized approaches of the Basel Framework.

In addition, the monetary policy and banking sector reform program of the Bank of Mongolia specified an
objective “To comply supervisory review and evaluation process of the banking sector with the international best
practices and principles and establish a sound and robust banking system based on policy implementation”.

In line with the objective, the Bank has prepared and submitted preliminary ICLAAP assessments and reports to
the Bank of Mongolia for Supervisory Review and Evaluation Process in 2023.

37.1 Risk management structure

The Board has primary responsibility for overseeing the risk management framework of the Bank and may
delegate its responsibilities to Board Risk committee.

Board Risk Committee (“BRC”). BRC assists the Board of Directors in fulfilling its responsibility of overseeing
the risk exposures of the Bank. BRC works to provide risk management and control system that accommodates
the general risk level of the Bank and monitors its implementation. The BRC also identifies core components of
the Bank’s risk management, reviews monthly reports by Risk Management Committee and Compliance
Committee and ensures the risk appetite and limits approved by the Board are followed.

Board Audit Committee. Audit Committee of Board is responsible for assisting the Board of Directors to fulfil its
oversight responsibilities for the integrity of the Bank’s financial statements and disclosures, its compliance with
legal and regulatory requirements, effectiveness and efficiency of risk management and internal controls and
the performance of the internal audit functions.

69



KHAN BANK JSC

Notes to the financial statements - 31 December 2023

37. Financial risk management (Continued)
37.1 Risk management structure (Continued)

Executive management committee. Executive Management Committee consists of all senior executive
management of the Bank and holds weekly meetings to discuss and decide the Bank’s strategic issues and
planning required for sustainable business management and responsible for decision-making on establishing
head office committee that establishes new committees, dissolving and changing committee names, and
approving committee members.

Risk Management Committee. The risk management committee regularly monitors the Bank's risk management
framework and risk management process, identifies and evaluates the main high-level risks of the Bank, and
discusses, decides on the measures and strategies to be taken in relation to that risk. The risk management
committee records core risk levels and relevant measures it in the risk dashboard. The risk dashboard is updated
monthly and used for decision making. The Risk Management Committee is chaired by the Vice president Chief
risk officer and it holds meetings once a month.

Asset and Liability Committee (“ALCO”). ALCO is responsible for providing centralised asset and liability
management of the funding, liquidity, foreign currency exposure, maturity mismatch and interest rate risks to
which the Bank is exposed. The purpose of ALCO is to set up the asset and liability structure of the Bank’s
balance sheet conducive for sustainable growth of the Bank, its profitability and liquidity through comprehensive
management of the Bank’s assets and liabilities and monitoring of the foreign currency, interest rate and other
market risks. ALCO is chaired by the CEO.

37.2 Credit risk

The Bank exposes itself to credit risk, which is the risk that one party to a financial instrument will cause a
financial loss for the other party by failing to meet an obligation.

Exposure to credit risk arises as a result of the Bank’s lending and other transactions with counterparties, giving
rise to financial assets and off-balance sheet credit-related commitments.

The Bank’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets in the
statement of financial position. For financial guarantees issued, commitments to extend credit, undrawn credit
lines and export/import letters of credit, the maximum exposure to credit risk is the amount of the commitment.

Credit risk management. Credit risk is the single largest risk for the Bank's business; management therefore
carefully manages its exposure to credit risk.

The estimation of credit risk for risk management purposes is complex and involves the use of models, as the
risk varies depending on market conditions, expected cash flows and the passage of time. The assessment of
credit risk for a portfolio of assets entails further estimations of the likelihood of defaults occurring, the associated
loss ratios and default correlations between counterparties.

Limits. The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk accepted
in relation to one borrower, or groups of borrowers, and to geographical and industry segments. Limits on the
level of credit risk by product and industry sector are approved regularly by management. Such risks are
monitored on a revolving basis and are subject to an annual, or more frequent, review.

The Bank established credit committees that are responsible for approving credit limits for individual borrowers.

Credit Risk Committee. The Bank has two levels of credit risk committees, which are Head office credit risk
committee (hereinafter referred to as “HOCRC”) and branch-level credit risk committees. Branch-level credit risk
committees include SME Credit risk committee, Branch credit risk committee of UB retail banking and Branch
credit risk committee of Rural retail banking. HOCRC meeting is held on weekly basis and other credit risk
committee meetings are held at least once a month.

HOCRC discusses and approves loan products and services, their general terms, loan operation and credit risk
related procedures and sets internal credit risk limits. In addition, HOCRC discusses total loan portfolio quality,
concentration risks, adequacy of loan loss provision, early warning system implementation, the performance of
internal limits, compliance of covenant requirements, makes relevant decisions and monitors. HOCRC is chaired
by the CRO.

Branch-level credit risk committees discuss portfolio quality and loan with problem of their affiliate branch units,
develop mitigating measures and action plans and monitor the fulfilment.
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37. Financial risk management (Continued)
37.2 Credit risk (Continued)

Credit Committees. The Bank’s Credit Committees structure is organized through distributing approval authority
at each level depending on loan amount. The Bank established below types of credit committees for loan
approval and monitoring:

1.

Head Office Credit Committee (HOCC) is primarily responsible for approving all credit exposures over MNT
3 billion. Depending on the borrowers’ risk classification and total exposure, decision making authorities of
HOCC and the Board will be as follows. Herein:

MNT billion
. . > MNT 3 >MNT 10 £ MNT| > MNT 25 < 5% of o .
Borrower risk rating < MNT 10 25 Equity 5% of Equity <
Low risk (1-4) (green) HOCC HOCC HOCC Board
Moderate risk (5-7) (yellow) HOCC The Board
High risk (8-10) (red) The Board

HOCC sets and approves lending limits of the following credit committees:

Head office credit sub-committee (HOCSC),

Small and Medium Enterprise Banking credit committee (SMECC)
Mortgage credit committee (IMCC)

Branch credit committee of UB retail banking (BCC UBRB)

Branch credit committees of Rural retail banking (BCC RRB)

Rural joint-decision making committee of Rural retail banking (RJIDMC RRB)

~0 Qa0 oTo

HOCSC approves credit exposures up to MNT 3 billion, which are above the approval limits of SMECC and
BCC.

SME Banking credit committee receives loan proposals amounted up to MNT 800 million and makes
decision.

IMCC approves mortgage loans up to MNT 500 million for branches of Retail banking and business centres
of SME banking.

BCC UBRB approves credit exposures of up to MNT 500 million except mortgage loans for branches of UB
retail banking.

BCC RRB authority shall be different depending on population at that area and market features and approves
credit exposures amounted between MNT 200 million and MNT 400 million. In case where risk analyst of
the Corporate Credit Risk Department joins in BCC RRB as a voting member, BCC RRB shall have the
authority of decision and approval for credit amounted up to MNT 500 million. Head of Corporate Credit Risk
Department reserve the authority to change the lending limits of BCC RRB within the HOCC’s approved
lending limits by taking into account factors such as market demand and loan portfolio quality.

RJDMC RRB approves credit exposures of up to MNT 500 million except mortgage and business loans for
branches of Rural retail banking.

Credit risk grading system. For measuring credit risk and grading financial instruments by the amount of credit
risk, the Bank applies two approaches — an Internal PD intervals or risk grades estimated by external international
rating agencies (Standard & Poor’s — “S&P”, Fitch, Moody’s). Internal PD intervals mapping to Stages as of year
ended 31 December 2023 please refer to Note 13 and 36. External credit ratings are mapped on an internally
defined master scale with a specified range of probabilities of default as disclosed in the table below:

Master scale credit risk

Corresponding ratings of external international Corresponding PD interval

__grade rating agencies (S&P)
Excellent AAA rating 0%
Excellent AA-to AA+ rating 0% - 0.0001%
Excellent A-to A+ rated 0.0001% - 0.0002%
Good BBB- to BBB+ rated 0.0003% - 0.0004%
Good BB-to BB+ rated 0.0014% - 0.0028%
Satisfactory B- to B+ rated 0.0032% - 3.2482%
Default C to CCC+ rated 100%

Speculative grade

Not rated

0.0110%-4.0118%
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37. Financial risk management (Continued)
37.2 Credit risk (Continued)

Collateral and other credit enhancements. The amount and type of collateral required are subject to the
assessment of the credit risk of the borrower or counterparty and the type of loan granted. The main types of
collateral obtained are as follows:

(iy corporate lending: pledges over real-estate properties, inventories, plant and equipment, machinery and
vehicles;

(i) small and medium business lending: pledges over real estate properties and inventories;

(iii) consumer lending: pledges over automobiles and assignment of income; and charges over real estate
properties;

(iv) residential mortgages: mortgages over residential properties.

According to the Bank’s Lending operations procedure, it requires all loans to be 100% collateralised by risk
assessed price (“RAP”) except salary loans and pension loans. However, if it is otherwise stated in specific loan
product procedures, collateral RAP can be lower than 100%.

The Bank also obtains guarantees from parent companies for loans to their subsidiaries and personal guarantees
from the main shareholders for the limited liability entities, but the potential benefits are not included in the above.

The Bank regularly monitors the market value of the collateral and requests additional collateral when necessary
in accordance with the underlying agreement.

Disclosure of credit quality and the maximum exposure for credit risk per categories based on the Bank’s internal
credit rating system and year end stage classification are further disclosed in Notes 7, 8, 10 and 13.

Expected credit loss (ECL) measurement: ECL is a probability-weighted estimate of the present value of
future cash shortfalls (i.e., the weighted average of credit losses, with the respective risks of default occurring in
a given time period used as weights). An ECL measurement is unbiased and is determined by evaluating a range
of possible outcomes. ECL measurement is based on four components used by the Bank: Probability of Default
(“PD”), Exposure at Default (‘EAD”), Loss Given Default (‘LGD”) and Discount Rate.

EAD is an estimate of exposure at a future default date, taking into account expected changes in the exposure
after the reporting period, including repayments of principal and interest, and expected drawdowns on committed
facilities. The EAD on credit related commitments is estimated using Credit Conversion Factor (“CCF”). CCF is
a coefficient that shows the probability of conversion of the committed amounts to an on-balance sheet exposure
within a defined period.

PD is an estimate of the likelihood of default to occur over a given time period. LGD is an estimate of the loss
arising on default. It is based on the difference between the contractual cash flows due and those that the lender
would expect to receive, including from any collateral. It is usually expressed as a percentage of the EAD. The
expected losses are discounted to present value at the end of the reporting period. The discount rate represents
the effective interest rate (“EIR”) for the financial instrument or an approximation thereof.

Expected credit losses are modelled over instrument’s lifetime period. The lifetime period is equal to the
remaining contractual period to maturity of debt instruments, adjusted for expected prepayments, if any. For loan
commitments and financial guarantee contracts, it is the contractual period over which an entity has a present
contractual obligation to extend credit. As a matter of exception from determining the lifetime exposure based
on contractual maturity, for credit cards issued to individuals, the lifetime exposure is measured over a period
that is based on expected life of the credit card contracts, based on internal statistics, and it is equal to up to 2
years.

Management models Lifetime ECL, that is, losses that result from all possible default events over the remaining
lifetime period of the financial instrument. The 72-month ECL, represents a portion of lifetime ECLs that result
from default events on a financial instrument that are possible within 12 months after the reporting period, or
remaining lifetime period of the financial instrument if it is less than a year.

The ECLs that are estimated by management for the purposes of these financial statements are point-in-time
estimates, rather than through-the-cycle estimates that are commonly used for regulatory purposes. The
estimates consider forward looking information, that is, ECLs reflect probability weighted development of key
macroeconomic variables that have an impact on credit risk.
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37.2 Credit risk (Continued)

Expected credit loss (ECL) measurement (continued): For the purpose of the Bank of Mongolia reporting,
different rules apply for estimation of loan ECL. The amount of ECL as per BoM rule as of 31 December 2023
was MNT 398,309,774 thousands (MNT 338,556,828 thousands as of 31 December 2022).

Default definition. For purposes of measuring PD, the Bank defines default as a situation when the exposure
meets one or more of the following criteria:
- the borrower is more than 90 days past due on its contractual payments;
- the borrower has loans at other banks with more than 90 days past due on its contractual payments;
- the Bank has sold the borrower’ s debt or its portion at a loss due to credit deterioration;
- the borrower meets the unlikeliness-to-pay criteria listed below:
- the bank was forced to restructure the debt;
- the borrower is deceased;
the borrower is insolvent;
collateral devaluation during loan tenor;
- Reduction in borrower’s working capital or loosing big customer;
- itis becoming likely that the borrower will enter bankruptcy; and
- the loans were purchased or originated at a deep discount that reflects the incurred credit losses.

For purposes of disclosure, the Bank fully aligned the definition of default with the definition of credit-impaired
assets. The default definition stated above is applied to all types of financial assets of the Bank.

An instrument is considered to no longer be in default (i.e. to have cured) when it no longer meets any of the
default criteria for a consecutive period of six months. This period of six months has been determined based on
an analysis that considers the likelihood of a financial instrument returning to default status after curing by using
different possible definitions of cures.

The assessment is performed if there has been a significant increase in credit risk (“SICR”) since initial
recognition is performed on an individual basis and on a portfolio basis. The criteria used to identify an SICR
(Note 4) are monitored and reviewed periodically for appropriateness by the Bank’s Corporate and Retail Credit
Risk Departments. The presumption, being that there have been significant increases in credit risk since initial
recognition when financial assets are more than 30 days past due, has not been rebutted.

The level of ECL that is recognised in these financial statements depends on whether the credit risk of the
borrower has increased significantly since initial recognition. This is a three-stage model for ECL measurement.
A financial instrument that is not credit-impaired on initial recognition and its credit risk has not increased
significantly since initial recognition has a credit loss allowance based on 12-month ECLs (Stage 1). If a SICR
since initial recognition is identified, the financial instrument is moved to Stage 2 but is not yet deemed to be
credit-impaired and the loss allowance is based on lifetime ECLs. If a financial instrument is credit-impaired, the
financial instrument is moved to Stage 3 and loss allowance is based on lifetime ECLs. The consequence of an
asset being in Stage 3 is that the entity ceases to recognise interest income based on gross carrying value and
applies the asset’s effective interest rate to the carrying amount, net of ECL, when calculating interest income.

If there is evidence that the SICR criteria are no longer met, the instrument is transferred back to Stage 1. If an
exposure has been transferred to Stage 2 based on a qualitative indicator, the Bank monitors whether that
indicator continues to exist or has changed.

ECL for POCI financial assets is always measured on a lifetime basis. The Bank therefore only recognises the
cumulative changes in lifetime expected credit losses.

The Bank has two approaches for ECL measurement: (i) assessment on an individual basis; and (ii) assessment
on a portfolio basis: internal ratings are estimated on an individual basis but the same credit risk parameters
(e.g. PD, LGD) will be applied during the process of ECL calculations for the same credit risk ratings and
homogeneous segments of the loan portfolio.

The Bank performs an assessment on an individual basis for the following types of loans:
(i) Loans with gross value of above MNT 2,000,000 thousands and with DPD +30 days or restructured;
(i) Loans with gross value of above MNT 1,000,000 thousands and included in "Watchlist" by internal grading.
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37.2 Credit risk (Continued)

In case if actual evidence on credit value impairment is to be revealed, expected losses of value impairment to
credit shall be estimated. Actual evidence on credit value impairment shall be situations such as financial
difficulties, failure in contract obligations and past due, contract restructuring and collateral devaluation.

Estimation for expected losses, potential scenario shall be assessed with specific assessment method and ECLs
shall be estimated in consideration of probability of each scenario.

The Bank performs an assessment on a portfolio basis for the following types of loans: retail loans and loans
issued to SMEs, when no borrower-specific information is available. This approach stratifies the loan pool into
homogeneous segments based on borrower-specific information, such as delinquency status, the historical data
on losses, location and other predictive information. The Bank also performs an assessment on a portfolio basis
for loans issued to corporate customers. interbank loans, retail loans and loans issued to SMEs.

ECL assessment on an individual basis is performed by weighting the estimates of credit losses for different
possible outcomes against the probabilities of each outcome. The Bank defines 2-3 possible outcomes for each
assessed loan, one of which leads to a credit loss even if the probability of such a scenario may be very low.
Individual assessment is primarily based on the expert judgement of experienced officers from the Corporate
and Retail Credit Risk and Special Asset Departments. Expert judgements are regularly tested in order to
decrease the difference between estimates and actual losses.

When assessment is performed on a portfolio basis, the Bank determines the staging of the exposures and
measures the loss allowance on a collective basis. The Bank analyses its exposures by segments determined
on the basis of shared credit risk characteristics, such that exposures within a group have homogeneous or
similar risks. The key shared credit characteristics considered are: type of customer (such as business,
consumer and agriculture), product type, credit risk rating, date of initial recognition, term to maturity, the quality
of collateral and loan to value (LTV) ratio. The different segments also reflect differences in credit risk parameters
such as PD and LGD. The appropriateness of groupings is monitored and reviewed on a periodic basis by the
Corporate and Retail Risk Management Departments.

In general, ECL is the sum of the multiplications of the following credit risk parameters: EAD, PD and LGD, that
are defined as explained above, and discounted to present value using the instrument’s effective interest rate.
The ECL is determined by predicting credit risk parameters (EAD, PD and LGD) for each future periods during
the lifetime period for each individual exposure or collective segment. These three components are multiplied
together and adjusted for the likelihood of survival (i.e. the exposure has been repaid or defaulted in an earlier
month). This effectively calculates an ECL for each future period, that is then discounted back to the reporting
date and summed up. The discount rate used in the ECL calculation is the original effective interest rate or an
approximation thereof.

The key principles of calculating the credit risk parameters. The EADs are determined based on the
expected payment profile, that varies by product type. EAD is based on the contractual repayments owed by the
borrower over a 12-month or lifetime basis for amortising products and bullet repayment loans. This will also be
adjusted for any expected overpayments made by a borrower. Early repayment or refinancing assumptions are
also incorporated into the calculation. For revolving products, the EAD is predicted by taking the current drawn
balance and adding a "credit conversion factor" that accounts for the expected drawdown of the remaining limit
by the time of default. These assumptions vary by product type, current limit utilisation and other borrower-
specific behavioural characteristics.

Two types of PDs are used for calculating ECLs: 12-month and lifetime PD. An assessment of a 12-month PD
is based on the latest available historic default data and adjusted for supportable forward-looking information
when appropriate. Lifetime PDs represent the estimated probability of a default occurring over the remaining life
of the financial instrument and it is a sum of the 12 months PDs over the life of the instrument. The Bank uses
different statistical approaches depending on the segment and product type to calculated lifetime PDs, such as
the extrapolation of 12-month PDs based on migration matrixes, developing lifetime PD curves based on the
historical default data and hazard rate approach.

LGD represents the Bank's expectation of the extent of loss on a defaulted exposure. LGD varies by the type of
counterparty, type and seniority of the claim, and the availability of collateral or other credit support. The 12-
month and lifetime LGDs are determined based on the factors that impact the expected recoveries after a default
event.
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37.2 Credit risk (Continued)

The approach to LGD measurement can be divided into three possible approaches:

° measurement of LGD based on the specific characteristics of the collateral;
° calculation of LGD on a portfolio basis based on recovery statistics; or
° individually defined LGD depending on different factors and scenarios.

The Bank calculates LGD based on specific characteristics of the collateral, such as projected collateral values,
historical discounts on sales and other factors for loans secured by real estate, cash and liquid securities. LGD
is calculated on a collective basis based on the latest available recovery statistics for the remainder of the
corporate loan portfolio and for retail secured and unsecured products.

ECL measurement for financial guarantees and loan commitments. The ECL measurement for these
instruments includes the same steps as described above for on-balance sheet exposures and differs with respect
to EAD calculation. The EAD is a product of credit conversion factor (“CCF”) and amount of the commitment
(“ExOff"). CCF for undrawn credit lines of corporate customers, credit cards issued to individuals and for
financial guarantees is defined based on statistical analysis of past exposures at default. CCF for overdrafts is
defined as 100% since the limits can be used by the customers at any time.

Forward-looking information incorporated in the ECL models. The assessment of SICR and the calculation
of ECLs both incorporate unbiased and supportable forward-looking information. The Bank identified certain key
economic variables that correlate with developments in credit risk and ECLs. Forecasts of economic variables
(the "base economic scenario") are provided by the Bank's treasury team on a quarterly basis and provide the
best estimate of the expected macro-economic development over the next five years. After five years, a mean
reversion approach is used, which means that economic variables tend to revert to either a long run average
rate (e.g. for unemployment) or a long run average growth rate (e.g. GDP). The impact of the relevant economic
variables on the PD, EAD and LGD has been determined by performing statistical regression analysis to
understand the impact that the changes in these variables historically had on the default rates and on the
components of LGD and EAD.

In addition to the base economic scenario, the Bank's Credit Risk Department also provides other possible
scenarios along with scenario weightings. The number of other scenarios used is set based on the analysis of
each major product type to ensure that non-linearity is captured. The number of scenarios and their attributes
are reassessed at each reporting date. The scenario weightings are determined by a combination of statistical
analysis and expert credit judgement, taking into account the range of possible outcomes of which each chosen
scenario is representative. The assessment of SICR is performed using the Lifetime PD under each of the bases
and the other scenarios, multiplied by the associated scenario weighting, along with qualitative and backstop
indicators. This determines whether the whole financial instrument is in Stage 1, Stage 2, or Stage 3 and hence
whether a 12-month or lifetime ECL should be recorded. Following this assessment, the Bank measures ECL
as either a probability-weighted 12 month ECL (Stage 1), or a probability weighted lifetime ECL (Stages 2 and
3). These probability-weighted ECLs are determined by running each scenario through the relevant ECL model
and multiplying it by the appropriate scenario weighting (as opposed to weighting the inputs).

As with any economic forecast, the projections and likelihoods of occurrence are subject to a high degree of
inherent uncertainty, and therefore the actual outcomes may be significantly different to those projected. The
Bank considers these forecasts to represent its best estimate of the possible outcomes and has analysed the
non-linearities and asymmetries within the Bank's different portfolios to establish that the chosen scenarios are
appropriately representative of the range of possible scenarios.

The Bank regularly reviews its methodology and assumptions to reduce any difference between the estimates
and the actual loss of credit. Such back testing is performed at least once a year.

The results of back testing the ECL measurement methodology are communicated to Bank’s Management and
further steps for tuning models and assumptions are defined after discussions between authorised persons.
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37.3 Market risk

The Bank takes on exposure to market risks. Market risks arise from open positions in (a) currency, (b) interest
rates and (c) equity products, and (d) financial instruments (including derivatives), all of which are exposed to
general and specific market movements. Management sets limits on the value of risk that may be accepted,
which is monitored on a daily basis. However, the use of this approach does not prevent losses outside of these
limits in the event of more significant market movements.

The Bank measures and monitors this risk element using Value-at-Risk methodology, static gap analysis and
sensitivity analyses, and ALCO sets and enforces internal risk limits including stop-loss limit, position limits, cash
flow limits for non-deliverable FX derivative, trading limit with banks and customers, and total credit exposure
limits.

Moreover, the Bank performs stress testing on its material risks on a quarterly basis in order to assess risk
bearing capacity of the Bank, further determine whether Bank has adequate capital and liquidity to endure a loss
due to major changes and create additional capital reserve required for overcoming crisis and to improve an
effectiveness of the action plan for unexpected situation. To ensure the achievement of the risk management,
the Bank continuously develops and implements market risk measurement models, methodologies, limit setting
processes as well as risk mitigation techniques in accordance with international best practices and standards.

37.4. Currency risk

Currency risk is the potential risk of loss that the value of financial instruments will fluctuate due to changes in
foreign exchange rates. Within the scope of the currency risk management, the Bank complies with prudential
ratios in single and aggregate foreign currencies to align potential losses associated with the exchange rate
fluctuations to risk bearing capability of the banks set by the Bank of Mongolia. In addition, the Bank measures
and manages its currency risk internally using Value-at-Risk methodology, which measures the potential amount
that the Bank could lose from its open positions over the specific time frame for a given level of confidence. The
VaR methodology employed by the Bank uses a one-day period, using 99% confidence level, of the potential
loss that is not expected to be exceeded if the current market risk positions were to be held unchanged for one
day, and are determined by observing market data movements over a 250-day period. The models assume that
any changes occurring in the risk factors affecting the normal market environment will follow a normal distribution.
In case there is a market instability, there is a high demand for accurate FX risk estimation. Therefore, the Bank
has completed several large-scale developments for the FX risk management software, such as expanding the
back testing method and models and improving risk management information system. The Bank uses these
developments for its day-to-day operations and performs Value-at-Risk report, including the risk limit set by
ALCO.

The ALCO also establishes trading limits in dealing with its counterparties and constantly monitors its
performance. Moreover, the Bank has an FX risk contingency plan to take in case of unusual circumstances in
the FX market that is based on currency risk stress testing performed on a quarterly basis, which results are
reported to ALCO for decision making.

The table below summarises the Bank’s exposure to foreign currency exchange rate risk at the end of the
reporting period:

At 31 December 2023 At 31 December 2022

In thousands Monetary Monetary financial Derivatives Net position Monetary Monetary financial Derivatives Net position
of MNT financial assets liabilities financial assets liabilities

MNT 14,382,830,752  (11,124,138,959) (1,674,375,258) 1,584,316,535 11,033,605,880 (9,041,716,734)  (1,177,315,414) 814,573,732
usD 1,734,884,856 (3,530,737,450) 1,716,515,636 (79,336,958) 2,647,234,835 (3,857,780,654) 1,301,466,648 90,920,829
EUR 22,410,954 (16,180,375) (54,010) 6,176,569 19,408,755 (19,577,161) (33,162) (201,568)
CNY 480,278,205 (474,355,148) (8,184) 5,914,873 477,834,556 (469,266,033) 8,568,523
Other 67,778,812 (41,563,758) (515,907) 25,699,147 52,296,621 (24,122,071) (354,721) 27,819,829
Total 16,688,183,579  (15,186,975,690) 41,562,277 1,542,770,166 14,230,380,647 (13,412,462,653) 123,763,351 941,681,345
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37.4 Currency risk (Continued)

The following table presents sensitivities of profit or loss and equity to reasonably possible changes in exchange
rates applied at the end of the reporting period relative to the functional currency of the respective Bank entities,
with all other variables held constant:

In thousands of MNT At 31 December 2023 At 31 December 2022
USD strengthening by 15% (2022: strengthening by 15%) (11,900,544) 13,638,124
USD weakening by 15% (2022: weakening by 15%) 11,900,544 (13,638,124)
EUR strengthening by 15% (2022: strengthening by 15%) 926,485 (30,235)
EUR weakening by 15% (2022: weakening by 15%) (926,485) 30,235
CNY strengthening by 15% (2022: strengthening by 15%) 887,231 1,285,279
CNY weakening by 15% (2022: weakening by 15%) (887,231) (1,285,279)
Other strengthening by 15% (2022: strengthening by 15%) 3,854,872 4,172,974
Other weakening by 15% (2022: weakening by 15%) (3,854,872) (4,172,974)
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37.5. Interest rate risk

The Bank takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its
financial position and cash flows. Interest margins may increase as a result of such changes but may reduce or
create losses in the event that unexpected movements arise.

The Bank measures and monitors the potential interest rate risk exposures on both banking and trading book
positions. Changes in market interest rates directly impacts bank’s projected net interest income in the short
term and impacts economic value of equity in the long term. In order to maintain the risk from market interest
rate changes at the minimum, the Bank uses standard approaches and interest rate shock scenarios set out in
the methodologies developed by the Basel Committee on Banking Supervision. Using the above mentioned
methodologies ALCO approves internal risk limits. Herein:
e To manage interest rate risk in trading book the Bank optimally sets the constraints such as position limit
and stop loss limit using Liquidity adjusted Value-at-Risk method.
e To manage interest rate risks on the banking book the Bank uses an earnings and economic value
perspectives and monitoring associated limits adherence in the Bank on the monthly basis.

In addition, the Bank ensures compliance with interest rate risk gap ratios set by the international financial
institutions and performs interest rate stress testing on a quarterly basis and results are reported to ALCO for
decision making.

The table below summarises the Bank’s exposure to interest rate risks. The table presents the aggregated
amounts of the Bank’s financial assets and liabilities at carrying amounts, categorised by the earlier of contractual
interest repricing or maturity dates:

Demand and From 1 to From 6 to More than Non-interest Total
less than 6 months 12 months 1 year bearing
In thousands of MNT 1 month
31 December 2023
Total financial assets 5,418,887,907 2,727,309,738 2,028,362,996  5,190,873,927  1,374,980,388 16,740,414,956

Total financial liabilities

3,587,864,045

3,290,460,993

2,781,454,452

1,699,089,488

3,833,805,265

15,192,674,243

Net interest sensitivity gap
at 31 December 2023

1,831,023,862

(563,151,255)

(753,091,456)

3,491,784,439

(2,458,824,877)

1,547,740,713

31 December 2022
Total financial assets
Total financial liabilities

3,290,658,076
1,672,207,654

2,822,553,292
2,673,907,298

1,974,346,084
2,691,632,922

4,013,476,352
1,528,757,814

2,262,274,272
4,850,853,862

14,363,308,076
13,417,359,550

Net interest sensitivity gap

1,618,450,422

148,645,994

(717,286,838)

2,484,718,538

(2,588,579,590)

945,948,526

at 31 December 2022

At 31 December 2023, if interest rates at that date had been 100 basis points lower (2022: 100 basis points
lower) with all other variables held constant, profit for the year would have been MNT 12,222,949 thousands
(2022: MNT 15,890,847 thousands lower) lower, as a result of a positive interest rate gap. Other components of
equity would have been MNT 2,918,062 thousands (2022: MNT 2,907,025 thousands) higher, as a result of an
increase in the fair value of fixed rate financial assets at fair value through other comprehensive income.

If interest rates had been 100 basis points higher (2022: 100 basis points higher), with all other variables held
constant, profit would have been MNT 12,222,949 thousands (2022: MNT 15,890,847 thousands higher) higher,
as a result of a positive interest rate gap. Other components of equity would have been MNT 2,109,783
thousands (2022: MNT 787,938 thousands) lower, as a result of a decrease in the fair value of fixed rate financial
assets at fair value through other comprehensive income.
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37.5. Interest rate risk (Continued)
The Bank monitors interest rates for its financial instruments. The table below summarises interest rates at the

respective reporting date based on reports reviewed by key management personnel. For securities, the interest
rates represent yields to maturity based on market quotations at the reporting date:

2023 2022

In % p.a. MNT uUsD EUR CNY Other MNT uUsD EUR CNY Other
Assets
Cash and cash

equivalents 10.14% 2.79% 0% 0% 0% 8.49% 1.41% 0% 0% 0%
Mandatory reserves 6.00% 0% - - - 5.50% 0% - - -
Investments in debt - -

securities 12.29% 7.87% - - 12.09% 6.42% - -
Loans and advances to 16.16%  8.38% 7.91% ; - 1334% 6.20%  7.35% ; ;
Liabilities
Due to other banks 12.77% 0.08% 0% 0% 0% 12.91% 0.69% 0% 0% 0%
Repurchase agreements 13.29% - - - - 8.02% - - - -
Customer accounts
- current accounts 0.64% 0.27% 0% 0.24% 0% 0% 0% 0% 0% 0%
- demand deposits 6.58% 1.00% - 0.60% - 0% 0% - 0% -
- term deposits 12.47% 2.90% - 2.11% - 9.72%  2.36% - 1.46% -
Debt securities in issue 16.00% 9.66% - - - - - - - -
Other borrowed funds 3.22% 8.44% - - - 438% T712% 4.22% - -
Lease liabilities 16.84% - - - - 15.65% - - - -

The sign “-* in the table above means that the Bank does not have the respective assets or liabilities in the

corresponding currency.
37.6. Liquidity risk

The liquidity management of the Bank requires consideration of the level of liquid assets necessary to settle
obligations as they fall due; maintaining access to a range of funding sources; maintaining funding contingency
plans; and monitoring liquidity ratios against regulatory requirements. Liquidity risk is the risk that the Bank will
be unable to meet its payment obligations when they fall due under normal and stressed circumstances. In order
to limit this risk, management has arranged diversified funding sources in addition to its core deposit base,
manages assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. This
incorporates an assessment of expected cash flows and the availability of high-grade collateral which could be
used to secure additional funding if required. The Bank also defines Liquidity risk early warning indicators based
on its internal criteria to identify any negative trends and to detect and proactively respond to emergence of
increased risks. These indicators enable timely recognition of potential crises or stress events, allowing the Bank
to respond promptly and effectively.

The Bank always holds a sufficient amount of liquid assets which is much higher than the level required by the

BoM. In addition, the Bank complies with the reserve requirement of 8% percent of customer’'s MNT deposits
and 18% of customer’s USD deposit based on the average period of two weeks.

79



08

112°0,8°062°C

€09°161°162°L

(z21°289°858)

G0L°€59°G95°L $88°670°86¢ T6S'SLY LYS‘E (969°25.°9¥9°2) 1N
YvLv8L 69691 T58°L9v‘sTL YLL'919°260°Y ¥0L°LET'88¢°S 615°2TH169°L TY6°1ET T6S°T €LO‘VL8'6LS‘Y salj|iqel| 9duejeq-yo pue sanijiqel| [e1dueuly [ejo L
€6.'6.1°858 - - - - - €6.6.1'858 SWIg}! }99YS 2uejeq-10 [eJ0L
000°002 - - - - - 000°002 3|qenisdal buiooe
G90'9L¥'2S - - - - - G90°'9L¥'2S SpJeod JIpalo umelpun
BY¥ LY L2 - - - - - 6y Lve' LT UpaID Jo SIeRe]
Yo' L1L0'2hL - - - - - Yo' LL0'ChL panss| seajuetens
G18'¥05'9€9 - - - - - G18'¥05'9€9 saul| JpaI0 umelpun
1S6V0S LLL 9L 258°19¥°sTL YLL'91L9°T60°Y ¥0L°LE2'888°S 615°22H° 1S9 v6°1£2°T65°C 022'vee‘199°c saly|iqel| eroueuly g0 |
€LO LP9'L9L - - - - €LO L9191 - say[Iqel| [eloueBUY JBYO
LbE'980'e) - 20£'209'G ze6°Lze'e YLL'6L6°L £66°2€1'Z - saqel ases]
Z62°19£'6£9'C ZELLLL'PIZ 196'9€6°028" | 9/¥'061'G¥E L¥9'L21'S. £0Z'v¥6'02Z1 €/8°06¥°ElL Spuny pamouog JBY0
1£€'180'882 - GE¥'922'€82 - 206'09¢ Y - - anss| Ul senlNoes 198
265'869'G - - - - 266'869'G - SjusWINJISUI [e1ouBUL SAIlRALIRQ
92£'2.1'80L°2) 0Z.'05¢'L9v 910°162'286'L ¥18129'916'Z 9GE°196°29G°L 18€'616'011'2 €16'168'809'¢ SJUNOSOE JaWo}sny
G15'850°29 - - 22¥'€60'c9 005°€66°L £6G°126'L - Juswaaibe sseyoindey
G16'8¥2'922 - - - - 109'c9Z'681 ¥.£'G86'8¢ syueq o0} anQg
sapiqer]
L9Y'559°092°02 S5Y°€59°910°C 6LY°0,2'859°G 2£5°555°625°C YOv'ZLY'6¥0°C yeeiLro‘ceL e L1£950°C28°L sjosse [eloueuy [ejo |
82’2919 - - - - 82¥'291'9 - SJOSSE |eloueUlY JBY}0
201'66£'962 190'v28'902 822'€1L'69 £62'052'6 209'96G'Y Z16'v96'G - TdLAL Je SIaWO0ISNO 0} SSOUBAPE pUB SUBOT
¥6£°G602'828° L1 SYy'v8L 168 L1¥'889°26L Y G62'9€9°'L1Y'2 82.°2€8'€09°L 6Y'€98'919°L - }S00 PasIHOWe Je SIBWO0ISNO 0} SSOUBAPE PUB SUEBOT
(6£8800°118°1) (¥99'€9+'02) (926°190'961'1) (ezv'ov6'vLL) (€£9°160°28) (£01'G8+'29) - SMOINQO —
899'692'868'L ¥82'16v'1LT 62£'85%'62G°1L 0Z1'0£9°'18) Gv2'10Z'¥9 069'225'G9 - Smopu| —
‘pJemuoj pue sdems P3JiSs SS0ID)
8¥5'0L6'Y - - - - - 8v5'0L6'y SaNUNo8s AInba ul sjuswysanul
G/6'65G°L6V'T €2 L09°LL6 ¥£0'€€9°2GL 00S°L51°26 ¥6.°068°LEY ¥2£'€82'¥0€ - S8ILNO3S Jq8p Ul SJUBLSBAU|
£99'0£6'G1 - 12£'6£8'8 Lv1'€es'e 80.°200°'2 188'¥G8 - syueq Jayjo woy ang
962'G56°060°L - - - - - 962'G56'060'L antesal Aojepuey
99Z°L19'CL6'Y - - - - €G2'08¥'96L Y SLG0EL'LLL sjusjeninbe yseo pue yseo
s)jossy
LN 40 spuesnoyj uj
|ejol sieak g JanQ sieak g o} | 1eak | 0} syjuow 9 syjuow 9 0} ¢ Syjuow ¢ uey} sSs9 puewap up €202 19qwia29Q LS

*A10)s1y uonualal ysodap sueg ayj Aq pajedipul SMOJ} Ysed pajoadxa ay} Joa))al Jou saop a|qe)
ay) pue ‘Aed 0} pasinbai aq p|noo jyueg ayj aiep 1salles ay} uo juswAedal 1sanbal jou [Im Slewoisno Auew jey) spoadxa yueg ay) ‘JenamoH “suonebijqo juswAedal
pajunoosipun [enjoeJuO0d UO paseq gz0zZ Pue £z0z Jaqwiadaq L ¢ 1e salliqel| pue s}asse |eloueul syueg ay) jo ajyosd Ajunjew ayj sasuewwns mojaq a|qe} syl

(penunuo) ysu Aypinbiq "9 L

(penuniuosn) Juswabeuew ysu [eloueuld /¢

£Z0Z Joquiadaq LS — SJuawWale)s [eIoueUly 8y} 0} S8JON

OSr YNVE NVHM



18

050°225°120°2

L6ETYT ILLL

TLY'9LL 6L

(z9z°865°86.)

960°VvE‘805

LSL°TEL VY6 L

(FOv‘0LEL09°L)

1°N

95€°561°L5LV1 £TLYSL T8y ¥££821°592°c 858°vv8‘6ZL e 1S0'VEL YOV’ L 188922°60L°2 €01 LS¥'69E'Y saljiqel] @ouejeq Jo pue sanijiqel| [e1oueuly [ejo |
025°29%°9¢8 - - - - - 025°L9¥°9¢8 Swd)! }99Ys ddueeq-o [ejo L
v LY. L9 - - - - - oY LY.L L9 SpJeD }Ipaio umelpun
1£G°299'v - - - - - 1£6°299'v2 P30 O S1speT]
08€'G28'601 - - - - - 08¢°G/8'601 penss| seajueiens
1G6°281°0¥9 - - - - - 166'281'0¥9 Ssaul| JpaI0 umelpun
9£8°22.°026°¢1 €21 vSL T8y ¥££°821°592°¢ 858vv8°67L°C LS0VEL YOV L 188°922°60LC £85°686°2ES5°C sanIIqel] [e1oueuy [ejo)
081°LIG'GL - 911°/26°G BYEVES Y 8Yv¥'29¥'C 192°€66°C - S ——
02,2915l - - - - 02,2915l - l9e| [elouBUY JBYIO
862'/89'220'C 686'9/¥'/8 98.'262'061°L G0S'92L'2LG 122'856°1L9 162°2€9'0G1 - spuny pamouiog
168'968'% - 8£8'288°1L 128°L0¥'L 281'901°1L 9G+'G06 - sjuswnujsul [eioueul sAleAleQ
881'090°LLL LL YeL'L12'66E ¥GY'L98'€20'T 6Y2'8.5'v6Y'C 890'6¥6'922'L Zv6'€8.L'eob’L 16G'POLLLG'E slawoisno 0} ang
YYG L1 088 - ov1'859°ce ¥£6°€09'95 2€5°169°C1L 8€6°L22'LL) - Juswaaibe aseyoindey
6G.'GSZ 161 - - - - 192'0L€'SLL 766'v88'GlL syueq o} anQg
sapiqer]
90v°zTL'8LL 9L ¥15°966°859°L 908‘v¥Z 250V 965°9vZ°16£°C £51°8L0°C16°L 8£9°600°050°F 669°9V1°89.°C sjesse [eloueuy [ejo |
9¥0°€0.C - - - - 9¥0°€0.°C -
sjasse |eldueul} 18Yl10
181°L92'Y - - - - - 181°292'Y senuNoas Aunba i sjuswisaau
¥82'921'8£0°C 622'v.6'G19 G10'82€'819 2L1°282'02) 116968129 169'v81°19 S8ILNOSS Jq8p Ul SJUBLUSBAU|
2£9'868'6.6 ¥9€°199'62¢ 8G1'EY6'0G1) 18€'861'9G 181vPL 6T TvS166'L1L - TdLAL Je SIBWO0ISNd 0} SSOUBAPE pUB SUEOT
1£6°298'829'8 0£6'950'60. GEG'8YE'SLT'E £96'912'€Z1L'C 116°218'8G2 L 266°L26°1L1E°) - }S00 PaSIHOWE Je SIBWO0ISNO 0} SEOUBAPE PUB SUBOT
(g0.'0eg's2L )) (ZoL'2€L'€9) (29¢'6t9'508) (€L1'e65'0LL) (582'00Z'0%) (eve'0GL'sY) - SMOJINQO —
£66'066'€GZ'L £60°L¥0'89 09v'v22'8.8 186'L¥1°102 692'G9¥ L ¥¥1°890'65 - Smoju| —
‘pJemio} pue sdems pajjes ssoio
128'¥01'696 - - - - - 128'v01'696 aniesal Aojepuepy
1GZ'660°LLE'Y - - - - 99G'v2£'286'C L69'VLL VL L sjuajeAInba yseo pue ysen
S}ossy
LN 40 spuesnoyj uj
|elol s1eah g JanQ sieakg oy | aeak | 0} syjuow 9 syjuow 9 0} ¢ Syjuow ¢ uey} sSs9 puewsap uQ 2202 19quwiadaq LE

(panunuo?) ysu Aypinbiq 9-2¢

(panunuo9n) Juswabeuew ysui [eloueul{ "J¢

£Z0Z Joquiadaq LS — SJuawWale)s [eIoueUly 8y} 0} S8JON

OSr YNVE NVHM



KHAN BANK JSC

Notes to the financial statements — 31 December 2023

37. Financial risk management (Continued)
37.6 Liquidity risk (Continued)

The Bank does not use the above maturity analysis based on undiscounted contractual maturities of liabilities
to manage liquidity. Instead, the Bank monitors expected maturities and the resulting expected liquidity gap

as follows:
Demand and From 1 to From 6 to From 12 months Over 5 years Total
less than 6 months 12 months to 5 years
In thousands of MNT 1 month
At 31 December 2023
Financial assets 6,591,425,655 2,788,792,707 2,057,881,620 4,163,478,763 1,138,836,211 16,740,414,956

Financial liabilities

5,093,570,221

2,720,148,056

3,093,261,944

3,659,566,191

626,127,831

15,192,674,243

Net liquidity gap based
on expected
maturities

1,497,855,434

68,644,651

(1,035,380,324)

503,912,572

512,708,380

1,547,740,713

At 31 December 2022
Financial assets
Financial liabilities

5,469,547,353
4,577,841,434

2,769,257,794
2,400,497,181

1,999,798,601
2,944,336,334

3,208,950,608
3,018,898,988

915,753,720
475,785,613

14,363,308,076
13,417,359,550

Net liquidity gap based
on expected
maturities

891,705,919

368,760,613

(944,537,733)

190,051,620

439,968,107

945,948,526

The matching and/or controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to the management of the Bank. It is unusual for banks ever to be completely matched since
business transacted is often of an uncertain term and of different types. An unmatched position potentially
enhances profitability, but can also increase the risk of losses. The maturities of assets and liabilities and the
ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important factors in
assessing the liquidity of the Bank and its exposure to changes in interest and exchange rates.

Management believes that despite a substantial portion of customer accounts being on demand,
diversification of these deposits by number and type of depositors, and the past experience of the Bank
would indicate that these customer accounts provide a long-term and stable source of funding for the Bank.
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KHAN BANK JSC
Notes to the financial statements — 31 December 2023

37. Financial risk management (Continued)
37.7. Operational risk

The Bank defines operational risk as an event affecting objectives and strategy of the Bank, caused by
inadequate or failed internal processes, people of the Bank, or by external events. Operational risk includes
following sub-categories:

¢ Internal fraud

External fraud

Employment breaches and health safety incidents

Product and service error and deficiency

Damage to physical assets

Business disruption

Performance error and deficiency

Operational risk does not include legal, compliance risk, information security or information technology risk
and these are managed separately as risk categories.

All departments and branch units in the first line of defence assume the responsibility for the day-to-day
management of their operational risks.

In the second line of defence, Operational risk department has responsibility for developing and maintaining
an effective operational risk management framework and relevant approaches. Operational risk department
also provides guidance and supports the first line of defence in identifying, assessing, and mitigating risks.

In addition, Operational risk department prepares aggregated non-financial risk reports on half-year basis for
review and decision by the Risk Management Committee of the Bank. There are several sub-committees
under the Risk Management Committee, and the following sub-committees are working at the relevant levels
of the bank for more detailed management and control of operational risks:

e Operational Risk Sub-committee

¢ Card and Digital Banking Risk Sub-committee

e Branch Risk Committee

Internal audit, as the third line of defence, provides independent review regarding the first and second lines
of defence activities.

Operational risk management is supported by the GRC system, which enables visibility and timely reporting
of risk information. The primary operational risk methodologies include Automated risk dashboards, Risk and
Control Self-Assessment (RCSA), Loss database, Issue management and Key risk indicators (KRI)
Branches and sub-branches of Retail Banking manage their daily operational risks by identifying and
recording operational risks and taking risk mitigation measures according to the "Unit Riskboard"
methodology.

The Bank has implemented RCSA to identify, assess and mitigate risks in selected key business processes
and strategic projects in collaboration with relevant stakeholders in accordance with the plan. As part of the
RCSA methodology, all identified risks and controls are recorded and monitored in the GRC system in an
interconnected manner. Issues and loss events are recorded and analyzed within the context of relevant
risks, controls, processes and products.
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KHAN BANK JSC
Notes to the financial statements — 31 December 2023

37. Financial risk management (Continued)
37.7. Operational risk (Continued)

The "Financial Crime and Fraud Management Policy" was approved by the Board of Directors and Bank is
working to ensure the implementation of policy in order to effectively implement the processes of preventing
financial crime and fraud risk, improving control, reporting and detecting fraud, and taking relevant measures.

In order to reduce the risk affecting the Bank's business goals and strengthen the internal control framework,
the Board of Directors has approved the "Internal Control Policy" and the Bank is working to ensure it’s
implementation. In 2023, the assessment of the Bank's internal control framework was completed. We are
also conducting a "Risk Control Matrix (RCM)” Assessment for high-risk business processes, assigning
action plans that need to be improved as a result of the assessment, and monitoring their implementation.

37.8. Legal and compliance risk

The Bank's Board of Directors and Executive Management pay great attention to the establishment of an
effective compliance risk management system at the Bank through the implementation of laws and
regulations against money laundering and terrorist financing and approval of relevant policies and
procedures including the Anti Money Laundering and Financial Crimes Policy as well as Compliance
Program.

Legal risk is non-compliance of laws and regulations, rules, instructions and standards approved by the
competent regulatory authorities, and failure to make relevant amendments to its contracts upon the
introduction of newly approved legislation or amendments in a timely manner, as well as the occasion where
the legal action needs to be taken.

Establishing an effective system of anti-money laundering and counter terrorist financing throughout the
Bank has become an essential part of building the organization's resilience and ability to provide continuous
and reliable customer service in line with the growing demands and expectations of international financial
sanctions authorities, investors, and correspondent banks.

Key activities carried out in line with the Compliance Program are summarized below:

e Trainings and awareness raising in areas of preventing money laundering and other financial crimes
were delivered to all employees throughout the year. In 2023, a total of 12,330 employees in
duplicate numbers received classroom and online trainings in 33 separate sessions. In addition,
compliance staff received professional designations such as CAMS, CGSS, CKYCA, and ICA
certificates, that are well recognized by industry experts and are beneficial to the overall institutional
capacity building.

e The Bank underwent an independent audit review by PwC regarding the effectiveness of its
AML/CFT processes and resources. The follow-up activities will even further the Bank’ s overall
ability with regards to compliance frameworks.

o Despite ongoing uncertainty in the areas of sanctions regimes, Compliance continued to play integral
role in the Bank’ s navigation and adherence to different sanctions undertakings. Sanctions
monitoring system checks were carried out frequently for fine-tuning. As a result, the overall quality
of alerts was improved, and preventative actions were taken in timely manner. Considering the
timing, the first overall sanctions enterprise-wide risk assessment took place using internationally
recognized ACAMS tool and identified further areas of strengthening the risk controls.

¢ In line with the Bank’ s strategy to improve KYC process and digital transformation, E-KYC project
was implemented to enable remote customer information refresh and non-face-to-face onboarding
of minors.

e Strategic meetings with major foreign correspondent banks and lenders took place to provide
assurance on the effective compliance controls and culture at the Bank.

e Several information technology projects were implemented by compliance in line with the digital
transformation and effective risk control strategy of the Bank such as:

1. Upgrading of the transaction monitoring system to the next version for better data analytics
and introduction of machine learning.

2. Improving of reporting obligations to Mongolbank by automated report generations from
various transactional channels.

3. Inclusion of additional payment channels in transaction monitoring such as card systems

e Khan Bank also took active role in a comprehensive campaign led by several government agencies
and law enforcement authorities to curb crimes related to organization of online gambling activities.
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Notes to the financial statements — 31 December 2023

37. Financial risk management (Continued)
37.9. Information security risk

The Bank organized an external audit for certification of 1ISO27001:2022 new updated standard of the
Information Security Management System, and successfully certified and becoming the first organization in
Mongolia to certify the new version which is ISO27001:2022.

The external audit covered Head offices, Data Centers, Ulaanbaatar and Rural Bank branches and no major
non-conformity were found during the audit.

Also Having successfully obtained external audit of ISO27701:2019 Privacy information security standard, it
has achieved great success as the first bank in the field of private banking sector in the global.

The external audit covered Head offices, Data Centers, Ulaanbaatar and Rural Bank branches and no major
non-conformity were found during the audit.

External audit has been conducted within the framework of Payment card industry data security standard
PCI DSS v3.2.1 and successfully re-validated the Certificate that implements the standard controls.

The Bank manages and maintains information security risks that have a potential impact on business and
information technology at a low level. In order to systematically identify, analyse, evaluate, mitigate and
report information security risks, the Bank follows best practices under 1ISO31000 (Risk management -
Principles and Guidelines) and 1SO27005 (Information Security Risk Management) standards.

The Bank implemented an information security management system according to 1SO27001:2022, the
international standard for information security which emphasises the safeguarding of information assets and
risk-based approach framework.

Information Security Risk Sub-committee regularly controls and discusses information security risks that may
result potential damage in the event of loss of confidentiality, integrity, and availability of information assets
by using the vulnerability of the information asset in order to effectively manage information security risks.

In 2023, Cyber Security Department performed Information security risk assessment on 13 departments and
units of Head Office, as well as branches and 8 sub-branches in UB and Rural area and identified information
security risks which may occur within the scope of the activities and their information assets. Also conducted
Privacy data impact assessment conducted on 23 departments as per 1SO27701:2019 and identified
information security risks which may occur within the scope of the activities and their information assets.

The Bank conducted Third party Information Security Risk Assessment remotely through a checklist for third
parties who cooperate with the Bank under agreement. Within the scope of Information security risk
assessment, third party agreement check is completed for 97% and 20 third parties and detailed assessment
was conducted in a consolidated manner based on the who is working with ITs area of activity. The results
are registered in the third-party risk dashboard of Information Security Risk Subcommittee and the types of
risk mitigation plans are selected and implemented.

In 2023, Cyber security department successfully completed regular internal audit in accordance with
Requirements of 1ISO27001:2022 & PCI DSS v3.2.1 and information security policies and procedures. The
audit covered 36 departments of Head office, 209 branches and units of UB and Rural Retail Banks.

Information technology risk management

The Bank has an IT Risk Sub-Committee for effective IT risk management, and this committee identifies
potential risks in the Bank's systems and IT operations and takes measures. In 2023, the risk assessment
of newly introduced technologies was completed. In addition, a risk assessment methodology for IT projects
was developed.

In addition, in order to ensure the availability of information technology services and the continuity of business
operations, we regularly analyse problems and violations in operations and take timely measures if
necessary. Risks identified through risk analysis and assessment are being managed in the IT risk dashboard
along with related measures. In the reporting year, we focused on high-level risks related to information
technology activities and worked to reduce the risk levels.

The Bank's information technology management and service system improvement and implementation
activities are based on internationally recognized COBIT and ITIL systems. The IT audit examination based
on the COBIT system is regularly conducted by an external audit organization, and this examination was
conducted in 2023, and the average rating of competence was increased.
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38. Offsetting Financial Assets and Financial Liabilities

Financial instruments subject to offsetting, enforceable master netting and similar arrangements are as
follows at 31 December 2023:

Gross amounts Gross amounts set Net amount after
before offsetting in off offsetting in the
the statement of in the statement of statement of
financial position financial position financial position
In thousands of MNT
ASSETS
Derivative financial instruments 89,313,290 (42,052,461) 47,260,829
TOTAL ASSETS SUBJECTTO
OFFSETTING, MASTER NETTING AND 89,313,290 (42,052,461) 47,260,829
SIMILAR ARRANGEMENT
LIABILITIES
Derivative financial instruments 47,751,013 (42,052,461) 5,698,552
TOTAL LIABILITIES SUBJECT TO
OFFSETTING, MASTER NETTING AND 47,751,013 (42,052,461) 5,698,552

SIMILAR ARRANGEMENT

Financial instruments subject to offsetting, enforceable master netting and similar arrangements are as
follows at 31 December 2022:

Gross amounts  Gross amounts set Net amount after
before offsetting in off offsetting in the
the statement of in the statement of statement of
financial position financial position financial position
In thousands of MNT
ASSETS
Derivative financial instruments 151,120,104 (22,459,856) 128,660,248
TOTAL ASSETS SUBJECT TO
OFFSETTING, MASTER NETTING AND 151,120,104 (22,459,856) 128,660,248
SIMILAR ARRANGEMENT
LIABILITIES
Derivative financial instruments 27,356,753 (22,459,856) 4,896,897
TOTAL LIABILITIES SUBJECT TO
OFFSETTING, MASTER NETTING AND 27,356,753 (22,459,856) 4,896,897

SIMILAR ARRANGEMENT

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
only when there is a legally enforceable right to offset the recognised amounts, and there is an intention to
either settle on a net basis, or to realise the asset and settle the liability simultaneously.

Such a right of set off (a) must not be contingent on a future event and (b) must be legally enforceable in all
of the following circumstances: (i) in the normal course of business, (ii) the event of default and (iii) the event
of insolvency or bankruptcy.

The Bank has master netting arrangements and similar arrangements with counterparties, which are
enforceable in case of default. In addition, applicable legislation and procedure allow an entity to unilaterally
set off trade receivables and payables that are due for payment, denominated in the same currency and
outstanding with the same counterparty. These fall in the scope of the disclosure as they were set off in the
statement of financial position. The Bank also placed margin deposits as collateral for its outstanding
derivative positions. The counterparty may offset the Bank’s liabilities with the margin deposit in case of
default.
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Notes to the financial statements — 31 December 2023

39. Fair value disclosures

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two
measurements are valuations techniques with all material inputs observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are
valuations not based on observable market data (that is, unobservable inputs). Management applies
judgement in categorising financial instruments using the fair value hierarchy. If a fair value measurement
uses observable inputs that require significant adjustment, that measurement is a Level 3 measurement.
The significance of a valuation input is assessed against the fair value measurement in its entirety.
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KHAN BANK JSC

Notes to the financial statements — 31 December 2023

39. Fair value disclosures (Continued)

The description of valuation technique and description of inputs used in the fair value measurement for level 2
measurements at 31 December 2023 and 31 December 2022:

Valuation
In thousands of MNT 2023 2022 technique Inputs used
ASSETS AT FAIR VALUE
FINANCIAL ASSETS
Loans and advances to customers at 183,423.240 378,606,395 Market value Market price/Own price
FVTPL approach
Repo rate, policy rate,
;’;itfer]taﬁats‘?s | 28week BoM bill rate, Z-
Derivative financial instruments 47,260,829 128,660,248 PATY SEEY spread, LIBOR rates, SOFR
discount curve rates, futures and swap
rates, adjusted forward rate
LIABILITIES CARRIED AT FAIR VALUE
FINANCIAL LIABILITIES
Repo rate, policy rate,
Interest fate  28week BoM bill rate, Z-
Derivative financial instruments 5,698,552 4,896,897 P IV}IIodifie)(; spread, LIBOR rates, SOFR
discount ourve rates, futures and swap
rates, adjusted forward rate
TOTAL RECURRING FAIR VALUE 224985517 502,369,746

MEASUREMENTS AT LEVEL 2

There were no changes in valuation technique for level 2 recurring fair value measurements during the year
ended 31 December 2023 (31 December 2022: none).

The valuation technique, inputs used in the fair value measurement for level 3 measurements and related
sensitivity to reasonably possible changes in those inputs are as follows at 31 December 2023:

Range of e
Fair Valuation Inputs inputs Reason-  Sensitivity of
. : able fair value
value technique used (weighted change  measurement
In thousands of MNT average) 9
ASSETS AT FAIR VALUE
FINANCIAL ASSETS
Investments in debt
securities
Market price/

- Senior RMBS, SFC comaerakrgtble Own price
at fair value 138,952,185 P 100 1% '+/-1,389,522
- Junior RMBS, SFC Market Market price/
at fair value 200,790,808 comparable Own price 100 1% '+/-2,007,908
NON-FINANCIAL ASSETS

Depreciated  Market price per

replacement square metre
Premises and cost, market  with appropriate 2,895-
equipment 293,504,464  comparison adjustments 7,940 10% '+/-29,350,446
TOTAL RECURRING
FAIRVALUE
MEASUREMENTS
AT LEVEL 3 633,247,457
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KHAN BANK JSC

Notes to the financial statements — 31 December 2023

39. Fair value disclosures (Continued)

The valuation technique, inputs used in the fair value measurement for level 3 measurements and related
sensitivity to reasonably possible changes in those inputs are as follows at 31 December 2022:

Range of e
Fair Valuation Inputs inpguts Reason- Sen_5|t|V|ty of
. : able fair value
value technique used (weighted change measurement

In thousands of MNT average)
ASSETS AT FAIR VALUE
FINANCIAL ASSETS
Investments in debt
securities

Market Market price/
- Senior RMBS, at fair comparable Own price
value 74,849,224 companies P 100 1% +/-748,492

Market Market price/
- Junior RMBS, SFC comparable Own price
at fair value 174,218,961 companies 100 1% +/-1,742,190
NON-FINANCIAL ASSETS

Depreciated Market price per
replacement square metre

Premises and cost, market with appropriate 2,895-
equipment 289,810,778 comparison adjustments 7,940 10%  +/-28,981,077
TOTAL RECURRING
FAIRVALUE
MEASUREMENTS
AT LEVEL 3 538,878,963

The above tables disclose sensitivity to valuation inputs for financial assets and financial liabilities, if changing
one or more of the unobservable inputs to reflect reasonably possible alternative assumptions would change
fair value significantly. For this purpose, significance was judged with respect to profit or loss, and total assets
or total liabilities, or, when changes in fair value are recognised in other comprehensive income, total equity.

There were no changes in valuation technique for level 3 recurring fair value measurements during the year

ended 31 December 2023.

A reconciliation of movements in Level 3 of the fair value hierarchy by class of instruments for the year ended

31 December 2023 is as follows:

In thousands of MNT Senior RMBS Junior RMBS, SFC Premises and equipment
Fair value at 1 January 2023 74,849,224 174,218,961 289,810,778
Depreciation charged to profit or loss - - (6,419,136)
Addition 254,638,300 38,660,100 -
Disposal (191,140,700) (13,811,300) (56,275)
Transfer - - 10,768,995
Changes in accrued interest 605,361 1,723,047 -
Write-offs - - (599,898)
Fair value at 31 December 2023 138,952,185 200,790,808 293,504,464
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39. Fair value disclosures (Continued)

A reconciliation of movements in Level 3 of the fair value hierarchy by class of instruments for the year ended
31 December 2022 is as follows:

In thousands of MNT Senior RMBS  Junior RMBS, SFC Premises and equipment
Fair value at 1 January 2022 36,536,559 113,368,465 283,199,116
Depreciation charged to profit or loss - - -
Addition 156,306,800 51,379,800 (5,954,516)
Disposal (121,988,100) - (282,823)
Transfer - - 12,857,323
Changes in accrued interest 3,993,965 9,470,696 -
Write-offs - - (8,322)
Fair value at 31 December 2022 74,849,224 174,218,961 289,810,778

(b) Non-recurring fair value measurements

The Bank has written down its non-current assets held for sale to fair value less costs to sell. The fair value
belongs to level 3 measurements in the fair value hierarchy. The valuation technique and inputs used in the
fair value measurement at 31 December 2023:

Fair value Valuation Inputs used Range of inputs
In thousands of MNT technique P (Weighted average)

Depreciated Market price per

Non-current assets held for 389,140 replacement cost, square metre with 282,670-1,496 770

sale market comparison appropnate
adjustments

The valuation technique and inputs used in the fair value measurement at 31 December 2022:

Fair value Valuation Inbuts used Range of inputs
In thousands of MNT technique P (Weighted average)
. Market price per
Depreciated -
Non-current assets held for 3,480,567 replacement cost, square met.re with 7.179,388
sale . appropriate
market comparison ;
adjustments

(c) Valuation processes for recurring and non-recurring level 3 fair value measurements

Level 3 valuations are reviewed on an annual basis by the Bank’s Financial Management Department along
with Property Management Department in case of premises and Market Risk Department in case of
investment securities. The management of the Bank considers the appropriateness of the valuation model
inputs, as well as the valuation result using various valuation methods and techniques generally recognised
as standard within the financial services industry. In selecting the most appropriate valuation model the
committee performs back testing and considers which model’s results have historically aligned most closely
to actual market transactions.
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KHAN BANK JSC
Notes to the financial statements — 31 December 2023

40. Related party disclosures

Parties are generally considered to be related if the parties are under common control, or one party has the
ability to control the other party or can 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.

In the normal course of business, the Bank enters into transactions with its major shareholders, directors
and other related parties. These transactions include settlements, issuance of loans, deposit taking,
guarantees, other borrowed funds and Letter of credits. According to the Bank’s policy the terms of related
party transactions are equivalent to those that prevail in arm’s length transactions.

Related party categories are as follows:

Main shareholder:
Other
shareholder:

Key management personnel:
Other related parties:

significant

At 31 December 2023, the outstanding balances with related parties were as follows:

Tavan Bogd Trade Co. Ltd is the significant shareholder of the Bank.
Executive managers and Board of directors of the Bank.
Entities controlled by main and other significant shareholders.

Main shareholder Other Key Other related
significant management parties
In thousands of MNT shareholder personnel
Loans and advances to customers (contractual
interest rate: 2.4% — 24%) - - 3,201,749 65,358,478
Receivables - 86,632 - -
Long-term swaps (fair value) - - - 282,675
Deposit accounts (contractual interest rate:
0.0% — 13.3%) 214,890 49,178,646 4,165,789 157,740,383
Other borrowed funds (contractual interest
rate: 9.77%) 35,311,033 - - -
Share capital owned under ESPP - - 657,025 -
The income and expense items with related parties for 2023 were as follows:
Main shareholder Other Key Other related
significant management parties
In thousands of MNT shareholder personnel
Interest income - 128,257 194,939 1,881,484
Interest expense 3,433,810 378,286 756,251 1,295,904
Operating expenses - 625,537 13,749,840 57,216,637

Operating expenses included rent, maintenance of ATMs, vehicles and other service expenses.

At 31 December 2023, other rights and obligations with related parties were as follows:

HS Holdings Co. Ltd is the main shareholder of the Bank, refer to Note 1.

Other Key Other related
significant management parties

In thousands of MNT Main shareholder shareholder personnel
Irrevocable undrawn credit lines - - 286,094 135,824
Approved limits - 3,362,476 - -
Guarantees issued - - - 87,554
Letter of credits - - - 6,163,706
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40. Related party disclosures (Continued)

At 31 December 2022, the outstanding balances with related parties were as follows:

Main shareholder Other Key Other related
significant management parties
In thousands of MNT shareholder personnel
Loans and advances to customers (contractual
interest rate: 2.4% — 18%) - - 2,371,287 48,447,881
Receivables - 86,632 - -
Long-term swaps (fair value) - - - 4,264,836
Deposit accounts (contractual interest rate:
0.0% — 13.3 %) 172,729 37,857 6,775,216 27,950,906
Other borrowed funds (contractual interest
rate: 7.41% - 8.01%) 60,173,259 - - -
Share capital owned under ESPP - - 608,838 -
The income and expense items with related parties for 2022 were as follows:
Main shareholder Other Key Other related
significant management parties
In thousands of MNT shareholder personnel
Interest income - 112,475 168,953 1,718,270
Interest expense 1,049,971 - 284,007 361,500
Operating expenses - 624,054 11,140,280 42,984,649
At 31 December 2022, other rights and obligations with related parties were as follows:
Main shareholder Other Key Other related
significant management parties
In thousands of MNT shareholder personnel
Irrevocable undrawn credit lines - - 289,527 134,212
Approved limits - 8,345 - -
Guarantees issued - - - 2,731,036
Letter of credits - - - 1,288,310
Key management compensation is presented below:
In thousands of MNT 2023 2022
Short-term benefits:
- Salaries and other allowances 12,222,080 9,902,471
- Short-term bonuses 1,527,760 1,237,809
Total 13,749,840 11,140,280
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41. Maturity analysis of assets and liabilities

The table shows an analysis of assets and liabilities analysed according to when they are expected to be
recovered or settled. See Note 37 'Liquidity risk and funding management' for the Bank's contractual

undiscounted repayment obligations for financial assets and liabilities.

At 31 December 2023

Less than More than
In thousands of MNT 12 months 12 months Total
Financial assets
Cash and cash equivalents 4,957,727,074 - 4,957,727,074
Mandatory reserves with Bank of Mongolia 1,090,955,256 - 1,090,955,256
Due from banks 5,318,242 8,410,000 13,728,242
Investments in debt securities 721,294,868 881,340,856 1,602,635,724
Investments in equity securities 4,970,548 - 4,970,548
Derivative financial instruments 16,870,856 30,389,973 47,260,829
Loans and advances to customers at AC 4,627,054,654 4,206,496,961 8,833,551,615
Loans and advances to customers at FVTPL 7,746,056 175,677,184 183,423,240
Other financial assets 6,162,428 - 6,162,428
Total 11,438,099,982 5,302,314,974 16,740,414,956
Non-financial assets
Investments in associates 283,589 - 283,589
Other assets 101,540,824 - 101,540,824
Intangible asset - 43,529,294 43,529,294
Right of use assets 6,819,642 5,295,455 12,115,097
Property and equipment - 452,369,173 452,369,173
Non-current assets classified as held for sale 389,140 - 389,140
Total 109,033,195 501,193,922 610,227,117
Total 11,547,133,177 5,803,508,896 17,350,642,073
Financial liabilities
Due to other banks 228,123,208 - 228,123,208
Repurchase agreements 60,182,082 - 60,182,082
Customer accounts 9,954,284,612 2,423,987,383 12,378,271,995
Derivative financial instruments 5,698,552 - 5,698,552
Debt securities in issue 4,360,901 219,637,681 223,998,582
Other borrowed funds 485,255,214 1,636,466,656 2,121,721,870
Lease liabilities 7,434,039 5,602,302 13,036,341
Other liabilities 161,641,613 - 161,641,613
Total 10,906,980,221 4,285,694,022 15,192,674,243
Non-financial liabilities
Current income tax liabilities 27,366,766 - 27,366,766
Deferred tax liabilities - 8,855,501 8,855,501
Other liabilities 30,010,202 - 30,010,202
Total 57,376,968 8,855,501 66,232,469
Total 10,964,357,189 4,294,549,523 15,258,906,712
Net 582,775,988 1,508,959,373 2,091,735,361
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41. Maturity analysis of assets and liabilities (Continued)

At 31 December 2022

Less than More than

In thousands of MNT 12 months 12 months Total
Financial assets

Cash and cash equivalents 4,373,412,201 - 4,373,412,201
Mandatory reserves with Bank of Mongolia 969,104,827 - 969,104,827
Investments in debt securities 720,472,369 753,624,195 1,474,096,564
Investments in equity securities 4,267,181 - 4,267,181
Derivative financial instruments 51,731,160 76,929,088 128,660,248
Loans and advances to customers at AC 4,039,870,175 2,992,587,439 7,032,457,614
Loans and advances to customers at FVTPL 77,042,788 301,563,607 378,606,395
Other financial assets 2,703,046 - 2,703,046

Total

10,238,603,747

4,124,704,329

14,363,308,076

Non-financial assets

Investments in associates 283,589 - 283,589
Other assets 73,658,397 - 73,658,397
Intangible asset - 46,286,024 46,286,024
Right of use assets 6,450,464 3,752,483 10,202,947
Property and equipment - 455,493,746 455,493,746
Non-current assets classified as held for sale 3,480,567 - 3,480,567
Total 83,873,017 505,532,253 589,405,270
Total 10,322,476,764 4,630,236,582 14,952,713,346

Financial liabilities

Due to other banks 191,080,282 - 191,080,282
Repurchase agreements 336,370,023 30,897,306 367,267,329
Customer accounts 8,516,017,213 2,414,771,143 10,930,788,356
Derivative financial instruments 3,014,059 1,882,838 4,896,897
Other borrowed funds 734,089,415 1,042,843,302 1,776,932,717
Lease liabilities 6,941,236 4,290,013 11,231,249
Other liabilities 135,162,720 - 135,162,720
Total 9,922,674,948 3,494,684,602 13,417,359,550
Non-financial liabilities

Current income tax liabilities 3,957,990 - 3,957,990
Deferred tax liabilities - 4,709,251 4,709,251
Other liabilities 11,320,489 - 11,320,489
Total 15,278,479 4,709,251 19,987,730
Total 9,937,953,427 3,499,393,853 13,437,347,280
Net 384,523,337 1,130,842,729 1,515,366,066

97



KHAN BANK JSC

Notes to the financial statements — 31 December 2023

42. Capital adequacy

The adequacy of the Bank’s capital is monitored using the rules and ratios established by BoM. During
2023 and 2022, the Bank complied in full with the capital requirements set by the regulatory body.

Capital management

The primary objectives of the Bank's capital management are to ensure that the Bank complies with
externally imposed capital requirements and that the Bank maintains healthy capital ratios to be able to
absorb negative shocks.

The Bank manages its capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of its activities.

Regulatory capital

BoM requires commercial banks to maintain a minimum core capital adequacy ratio of 9% (2022: 9%) and
risk weighted capital ratio of at least 13% (2022: 13%) compiled on the basis of total capital and total
assets as adjusted for their intrinsic risk characteristics.

Based on information provided internally to key management, the Bank has complied with all externally
imposed capital requirements as of 31 December 2023 and at the end of 2022 and the capital adequacy
ratios of the Bank as at 31 December were as follows:

31 December 2023 31 December 2022

Core capital adequacy ratio 18.63% 16.69%
Risk-weighted capital ratio 18.63% 16.69%

The capital adequacy ratios of the Bank as at 31 December were as follows:

In thousands of MNT 31 December 2023 31 December 2022
Ordinary shares 191,219,800 172,097,820
Share premium 164,257,808 -
Retained earnings 1,649,038,593 1,268,756,786
Total Tier | Capital 2,004,516,201 1,440,854,606
Total capital /capital base 2,004,516,201 1,440,854,606

43. Events after the reporting date
On 16 February 2024, the Bank declared a dividend in the amount of MNT 271,015,823 thousands to its
shareholders in proportion to their ownership.

Management is not aware of other events that occurred after the end of the reporting period, which would
have any impact on these financial statements.

44. Mongolian translation

These financial statements are also prepared in the Mongolian language. In the event of discrepancies or
contradictions between the English version and the Mongolian version, the English version will prevail.
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