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STATEMENT EY EXECUTIVE MANAGEMENT

We, Uuganbayar Tserandos, being the Chief Executive Officer of LendMN NBF| JSC {the "Company”™) and
its subsidiary (collectively, the *Group™) and Zoljargal Ganbold. being the Chief Accountant primarily
responsible for the consolidated financial statements of the Group, do hereby state that, in our opinion, the
accomparying consolidated financial statements give a true and fair view of the consolidated financial
position of the Group at 31 December 2023 and s consolidated financial perfarmance and consoidated
cash ficws for the year then ended in accordance with Infernational Financial Reporfing Standards ("IFRSs")
as isaued by International Accounting Standards Board (IASB%),

| e @T-{‘ IE:l! Ig

I\ nganhgaiﬁ'aag'ppﬁ/ Foljargal Ganbald
Chief Executive O Chief Accountant

f iFaiy X

L NOT

IE FARIL AT il
[ bt § Feorany 2024




Ermosl & voung MOngois AL Tel: 4376 11 3R403F £ +976 11 312005
Sisks 200, B Powkhbis Buiding Fa : +5T6 11 313043

Secy] Blrest 21 BLCOM
Buliding a better Ulazntzatar 14351
working world Kangolia

INDEPENDENT AUDITOR'S REPORT
To the shareholders of LendMN NEBF1 JSC

Opinion

We have audiled the consolidated financial statamenis of LendbdN NBFI JSC (the “Compary™) and its
subsidiary {the “Group”) which comprise tha consolidated statemant of financial position as at 31 December
2023, and the consciidated statement of profit or loes and other comprehensive income, the consolidated
statement of charges in equity and the consolidated statament of cash flows for the year then endad, and
notas to the consolicated fnandial statemenis, inciuding material accounting policy information.

In our aplnion, the consolidated financial statements present faidy, in all material respacts, the consolidated
financiel position of the Group as at 31 December 2023, and its consolidated financlal performance and its
consolidated cash fliows for the year then ended in accordance with International Financial Reporting
Standards ("IFR3s") as issued by International Accounting Standards Board (“IASE").

Basizs for Opinlon

W conducted our audil in accordancs with Intermational Standards on Awdiling (15457, Our respansibilities
under those standards are turther described in the Audilor's Responsthiffies lor the Avdll of ihe
Cursiliddied Firgnoiyl Siaternents sactlon of our reporl, We are Independent of he Group i sccordance
with the International Ethics Standards Board for Accountants” Code of Ethics for Professional Accourtants
{the “IESBA Ceda"), and we have fulfiled our other athical respanzgibilities in accordance with the IESEA
Code. Wa balieva that the audit evidence we have obtamed is sufficient and appropriate to provide a basis

for our opinion.

Key Audll Malttera ——

Key audit matters are those mattars that, in our profassional judgment, ware ol mast significance in our audit
of the conaclidared lnancinl statemeanta of the curanl perkod, Thooo mattora worg addrogood in tho gonbt
of our audit of the consclidated fingncial statements as a whaole, and in forming our opinien theresn, and we
do not provide a separate opinion on these matters. For the mafier below, our degeription of how our audit
addressad the mattar is provided in that contaxt.

We have fuffilled the responsibifties described in the Awdifors Responsibilities for the Awall of the
Consolidated Financial Slatements section of our repart, including in relation to the matter. Accordingly, our
audit included the performance of procedures designed 1o respond 1o our assassment of tha risks of material
missiatemant of the consolidated financial slatemeants. The results of cur audil procedures, incleding tha

procedures performed o address the matter below, provide the basés for cur audil opinion on the
accompanying consclidated hnancial statements.
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INDEPENDENT AUDITOR'S REPORT (CONT'D.)

To the shareholders of LendMN NBFI JSC

H&;ur Audit Malters {l:nm d. ]

.Imp.nﬁwmnr

-::f J'mmu and
| customers
The ||'I'||:|E.1I'm'Eﬂ'[ of lpans and advances 1o

Customars s esliimated by the Group's
managemanl through the application of judgement
and use of highly subjective assumptions.

advances o

Due to significance of loans and advances to
customers, repregenting over 92,5% of the Group's |

tolal assets as at 31 December 2023 and the
related estimation uncertainty we considerad
impairment of loans and advancas o customers a5
a hey audit mattar,

Tha impairmant method s based on a forward-
looking Expected Cradit Loss (“ECL") approach.
Elernants of the ECL model requires significant
estimates and assumptions, including:

*  Slaging of financial assets;
.= Development of ECL modeils and the choice
of inputs, including probability of default
(*PD" and loss glven default ("LGD™);

| Determination of {he Exposure at Default
{EALT), diseluding hiw ur oWl oorvoralon facior |
f far tho undiaswn loon sommitmenta:

: Deferminaton  of associations  between
Macreeconamic scenario, economic inputs,
and the effect on
calculation;

«  Selection of forward-looking macroecanomic
scenarios and their prabability weightings, 1o
derive the economic inputs into tha ECL
model;

¥ Markel value determination of coflaleral.

Redevant dsclosures of the accounting policy and
critical accounting estimales and judgements are
included in Notes 2 and 4 1o the consolidated
financial statements, respectivaly.

(Mhar ralavant disclosures of loans and advances
to the cusiomars and related credit  risk
maragemeant ara included In Notes &, 12 and 21.3
to  the consolidated financial =statements,
respactivaly.

A et Ny gl Eregd B Youeg Globl Liming

Inputs to the ECL |

| determination and the

| For assessmant of impairment allowance of IDans
- and advances 1o customers as of 21 Dacember
2023, our audil procedures included evalusting the
methodologies, inputs and assumptions used by
he Group i s ECL model in calculation of
impairmant of loans and advances 1o CUSIDMErs,

In evaluating the methodologies, we obtaned an
understanding of the Group’s EGL model and
management's basis for methedologies and
assumptions  applied. YWe considered the
reasonabdeness of the model and compared (o
induatry practices. We also considered the
reazonableness of the assumpbons applied and
our evaleation Including the assessment of basis
for clazsification of exposures inte the 3 stages, the
appropriatenass of the PO, LGD and EAD
lorward-looking
macroeconomic varables incorporated
maodal.

I beeling e apeopilaiecss: of thoe gioge
clugzificutiona, we heve teatad the complstanass of
the: aging report by agresing the amounts in the
aging report tothe financial racards. We aleo tested
the adequacy af the aging mformation based ona
random sampling selection basis by verilying the
information against ather suppoerting documeanis.

We compared the key inputs to the ECL madel 1o
the Group's imternal avafable héstorical data,
externally available indusiry, financial and
economic data, Our testing included the followings:

« Tesied the accuracy of internal data applied for
the calculation of hestorical PO and LGD on a
random selection basis;

* Checkad the parameters to external data
sourcas  where available, including the
mMacroaconomic  varisbles used in multiple
scenarno analysis;

* Checked completeanass of the EAD including the
accuracy of the credit conversion factors to the
historical data;

* Markel value determination on joan with

collataral; and

in the |
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INDEPENDENT ALUDITOR'S REPORT (CONT'D,)
Tao the shareholders of LendMN NBF1 JSC

Key Audit Matters (Conl'd.)

ey =
I mattar "l b

I ey audi X pa - - HOW QUr ag
| Impairment of foans and advances lo cusiomers
+ Considered the reascnableness of
considerations made and compared to indusiry
praclices, including:

- Evaluated the Group's assessments on the
naad far segmentation.

- Ewvaluated the ressonableness of the
qualitative factors applied in management's
reassessment of its muliiple macroeconomic
scenario allocation,

it e

We also considered the consistency of judgement
gpplied in the key Inpuls to the ECL modal.

|
We azssessed the adeguacy of (he related
disclosura in the notes to the consolidated financial

stalements,

Other Information included in the Annual Report

The Clrectors ano executives are respansible lor the other information. Tha other information comprises the
other sections of the Annual Report but doas not include the consolidaled financial stalements and our
Auditnr's repnr thergan (“the Cther Sections™). which arp axpnotod ta e madn nenidnhln nfine tha dntn nf
Lhiz auditor’s repart,

Cur opinion on the consolidated financial statements coes not cover the other information and we do not
eipress any lorm of 2assurance conclusion tharaon,

In connaction with our audit of the consolidated financial statements, our responsibility is to resd the ather
Information identified above when It becomes available and, in doing so0, 1o consider whather tha other
information iz materially inconsistent with the consolidated financial statements, or our knowledge obizined
in the audit or otherwise appears 1o be matedally misstated.

When we read the Qiher Sections of the Annual Report, if we conclude that there Is a material misslatemant
tharain, we gre required to communicate the matter to those charged with governanca.

Responsibllities of Management and Those Charged with Governance for the Consolidated Financlal
Stalements

Managemeant is responsibla for the preparation and fair presentation of the consalidated financial statements
in anuprdam:_:e with IFRSs, and for such internal control as management determinas is necessary to enable
lhr.f; prudpalaunn of consolidated financial statemenis that are free from matenal misstatement, whether due
fo fraud or error.

In preparing the consclidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matiers related to going concarn and using
the going concern basis of accounting unless management either imends to liguidate the Group or 1o cease
operations, or has na realistic akemative but to do so.

These charged with governance are responsible for oversseing the Group's financial reporting process.

# o Sen 2l S R Vaung Changd | e peg
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INDEPENDENT AUDITOR'S REPORT (CONT'D.)

To the shareholders of LendMM NEF1 JSC

Auditor's Responsibilities for ihe Audit of the Consolidated Financial Statements

Qur objactives are to obtain reasonabie assurance about whathar the consslidated financial statements as
a whole are free from matarial misstatement, whethar due to fraud or arrar, and to issue an auditor's report
that includes our apimion.

Reasonable assurance is a high level of assurance but is not a guarantes that an audit conducted in
eccordance with 1S5As will always detect a material misstatement when it exists, Misstalements can arise
fram fraud or error and are considerad material if, individually or in the aggregate, they could reasonably be
expected to influance the economic decisions of users taken on the basis of these consolidated linancial
slatements.

As part of an audit in accordance with I13As, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also.

+  |dentify and assess the risks of material misstatement of the consolidated financial stataments, whether
due fo travd or error, design and parform audit procedures responsive to those risks, and obiain audil
evidence hat is sufficient and appropriate to provide a basis for our opinian. The rigk of not detacting
8 matesial misstatement resulting from frawd is higher than for one resulting from arror, as frasd may
invoive collusion, forgery, intentional omissions, misrepreseniations, or tha ovamde of inteinal conlrol,

= 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
affactivensas of the Group's internal contral,

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
eslimates and relaled disclosures made by management.

+  Conclude an tha appropriatenass of managemant's use ot the going concern bagig of accou niing and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
condifions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertsinty exists, we are required to draw attention in our auditor's repart to
the related disclosures in the consolidated hinancial statements or, it such disclosures are Inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
Auditnr's raport Howewver, future events or conditlons may cause tha Group to ceass to continue &8 &
gairg conoern.

« Ewvaluate tha overall prasentation, sirustire and content of the consclidated financial statements,
ncluding the disclosures, and whather the consolidated financial statemems represent the underlying
Iransactons and evenis in a manner that achiaves fair prasentaton.

* Dbtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, suparvision and performance of the group audit. We remain solety
responsile for our audi oginicn.

We commaunicale with those charged with governance regarding, among other maiters, the planned scope
and timing of the awdit and significant audit findings, including any significant deficlencies in infernal cantral
that we identify during our audil.

We also provide those charged with governance with a statement that we have corplied with relevant sthical
requirements regarding independenca, and 1o communicate with them all relafionships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

A memdar &rm ol Lman B Yesag Cobal Unifies
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INDEPENDENT AUDITOR'S REPORT (CONT'D.)
To the shareholders of LendMN NBFI JSC

Auditor's Responsibilities for the Audit of the Consolidated Financlal Statements (Cont'd.)

From tha matters communicated with those charged with governance, we determing those matters that were
of most significance in the audit of the consofidated financial statements of the curent perdod and are
therefore the key audit mattars. We describe thesa matters in our auditar’s repart unless law or regulation
preciudes public disclosure about the matter or when, in exiremaly rare circumsiances, we determineg that
a matter should not be communicated in our report because the adverse consaquences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Other Matter

This report is made solely to the shareholders of the Group, &5 a body, in accordance with the audit
requested by the shareholders in accordance with agreed terms of engagement and for mo other purpose.
We do not assume responsibiity towards or accept Fatslity to any other person for the contants of this

repo

Approved by:

Adrian Chu
Parinar

Llaanbaatar, Mongalia
Late: & Fabruary 2024
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LendMN NBFi JEC and its subsidiarny

Consolidated Statement of Profit or Loss and Cther Comprehensive Income

Far the year ended 37 December 2023

2023 2022
Motas MNT 000 MNT'000
Interesi and simiar income 5 47 842 537 20,214,048
Inbereal and similar experse & (8,527 344) (3,945 BB4)
Het interest and similar income EI.IT-'E_.E:E 16,265,064
Cradit loea expensa G {2 Ba4 855) (1,438.555)
Met interest and =imilar income aftor allowance for
impairment A5,630 287 14,826,405
Admnistraiive and operating expenses 7 (10,223 598) (7 B85, 244)
Ciher incomeiexpenses), net B (35%966) (637 914)
Profit before iIncome tax 25 370,723 6,532,246
Income lax expenss 8.1 (5,574,907 (¥,007.265)
Met profit for the year, representing total
comprehensive income attributable to equity
holders 15,795.816 5,524 881
MNT MNT
Earnings per share
Eqully holders of the parani
Basic and diluted eernings per share i[4] 26.74 747
The accompanying noles form an integral part of the consolidated financial statemenis, i
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LendMN NBFI JEC and its subsidiary
Consolidated Statament of Finareial Posiien

Az &t 37 December 2023
2023 2022
Motas MNT 000 MNT'00D
ASSETS
Cach and cazh eqguisslents 11 7885 gE8 5,217,581
Loans and advances o customers 12 123,482 373 58,586,280
Debt instruments at amoriis=d cosd - 172,230
Other asaats 13 415,065 TEE,409
Frepaymants 55,5975 45,437
Intanglble assats 14 355,542 401,085
Propery and squipment 16 308,168 FT3.A4AT0
Right-of-us= assets 16 845 852 217 5492
Defered tax assets 8.3 41,318 THGEZ
TOTAL ASSETS 133,468,951 76,858, T57
LIABILITIES
Income tax payable 8.2 3.638.541 B15,146
Leass liabilities 16 981,642 285,772
Borrowings 17 ¥1.446 8677 44 F25 463
Fusel-backed securilies 18 4, TBE 243 4,678,661
Orther ligbilkies 14 3,863 865 2E2Z 404
Defered tax Eabiity 8.3 0,044 =
TOTAL LIABILITIES 00,737,012 52,628, 856
EQLITY
Drdinary sharos 2041 10, 7656 BES 10,758,859
Treasuny shares 20.2 (2,337.547) {2,337 547
Olher resene 20.3 67,348 57,348
Ratainred earnings 34,265 378 15,763,241
TOTAL EQINTY 42, 731,530 24,228 801
TOTAL LIABILITIES AND EQUITY 133,468,951 76,858,757

The accompanying notes form an integral part of the conaslidated financial statemenis.




I‘ LendMN NBFI JSC and its subsidiary
Congsalideted Statement of Changes in Equity
For the year ended 37 December 2023 -
r Ehara  Treasury Criher Retained Totkal
: capital shares resErve  eAMings Boquity
MNT 0D M T OO0 MHNT 00 MKT 000 MNT 000
r Mote (20.1) Mote (20.2) Note (20.3)
At 1 January 2022 10,756,859  (2,337,547) 57348 11337213 18813573
Met progt for year
repraseniing tolal
[ comprehensive |
imcome for the year - - - 5624981 5,524 B89
Dividends paid (Note 20.1) - - - (1,108,963) (1,108,953)
[ At 31 December 2022 10,756,853 (2,337, 547) 57,348 15753241 24229901
Met proff for wear
reprseniing total
comprehensive
incami for the year e - = 139795818 18795816
Dividends paid (Note 2001} - = _— i1.28a778) (1283778}
E At 31 December 2023 10,756,850 (2,337, 547) 57,348 34255279 42,731,838
i' The accompanying noles form an megral part of the consolidated financial stalementa. B




LendMN NBFI JSC and its subsidiary
Consalidated Statement of Cash Flows
For the year ended 31 December 2023

Motes
CASH FLOWS FROM OPERATING ACTIVITIES
Profil bafore tex

Adiustmetis 1o reconciie ot Defore fax o et cash flows:

Inferest expensa on borrowings

Interest expense on assel-backed sacurilies

Aocrefion of interest on lease liahilles

Impairment on loans and advances to customears

Impalmeantireversall on undrawn commitmants

Depreciation of proparty and equipment and
righi-ol-Luse ssels

Amortization of Inlangibde as=els

Unrealised foraign axchange lossf{gain), net

Loss on write-off of property and eoulpresnt B, 15

T T g
ok k. ap LCH
I Fd 0

o g =

Operating profit before working capital changes

Changes in opereting assate and |zt

Med increpse in lcans &nd advances to customarns
Mst decreasafincrease) in clher assals

Mel increass in prepayments

Met increase in other liabilgies

Cash used in operatons

Income tax pald 9.2
Imcome Lax withbeld by third partios 8.2
Imtarast porion of leaze liahilites pald

Interest paid

Het cash flows used in opemting activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchasze of financial instrumenis

Procaeds from repayment on financal Instrumernts

Purchase of properly and equipment 15
Met cash flows generated fromfused in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Procesads from bonds issued

Proceads from hosns

Procaads from brust financing

Fepayment of bords asued

Repayment of loans

Repayment of frust financing

Principal portion of lease abillies paid

Dividends paid

Net cash flows generated from financing activities

Hetincrease In cash and cash equivalents

Effect of axchanpe rate changss on cash and cash
aquivalsnts

Cash and cash equivalents al beginning of the year ih

Cash and cash equivalents at the end of the year 11

2023 2022
MNT'000 MNT000
25,370,723 6532246
8,483 425 3,716,854
40 822 152,268
23,087 20,761
2 699 370 1,381,057
(14,414) 57538
ST0415 386,554
449 553 46,743
(223,852) 386,521
3850 4,415
__¥ITR0BS 12744022
[28,575.483) {38,541.200)
352 444 {54.621)
{10,638) 1258410
1.265.774 1,608,580
(16,988,694} (24,269,941}
{2,704, 708) (268 B08)
(2418) 4,052)
{83,097} (80, 761)
(B,055 E75) (3,857 505)
27 B45,489) (28,482 167)
- {172,230
172,230 =
{00, 137) (112,435)
73,003 (284 B85)
8,705,967 7,779,662
51,398,771 13,717.978
32,064,160 17 854 BET
{7.500,000) {20,000)
{35,041,154) {4,881 238)
{17 441,233) {3.974.404)
(440, 106) (207,197)
(1.293,778) {1,108,953)
30,442 617 20,080,735
2,670,221 313,903
(1,824) &
297 581 4803678
7,8E5, 968 8,217,681

The accampanying nodes form an integral pert of the coneolidated financial elatements,




LendMN NBFI JSC and its subsidiary
Consolidated Statement of Cash Flows {Cont'd.)
Far the year ended 31 December 2023

Operational cash flows from interest

inleres! recenad

Imierest incomea 5
Hon-cash transactions:

Additions fo RO asssis and baze lahbilifies 16

Eaddy lzase termination

B0E3 202E

MNT D00 MNT'000
47,870,615 20,526,063
47 B42 507 20214 848
1,188 438 106,318
(52 460} -

Reconciliation of the llabilities anising from financing activities is shown below:

Borrowrlngs Assel-backed securities
2023 2022 2023 2022
MNT 000 MMNT'000 MNT'000 MMT 000
Az al 1 January 44,275 BS3 18,021,520 4 679661 -
Proceeds 92,158,888 34,697,733 - 4 664,704
Repaymeants (59,982,387) {8,875 642) - -
Inferest expense duning the
yEEr B, 4834256 2,716,854 40,822 152,260
Interest paid (7,234 335) (3,720,1483) (A22 240 (137,.402)
Unrealized foreign exchange
e [ ES W] ok, 5281 - -
As at 31 December TT 445877 44,225 B63 4,736 243 4,578 661

The accompanying nobea form an integral part of the consalidated fnancial satements.
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LendMN NEF JSC and its subsidiary
Notes fo the Carmsaifdated Financial Stataments = 31 December 2023

1 Corporats information

LendMM MEFI J5C ithe “Company”) I3 a joint sbock company listed on e Mongolian Sock Exchangs
[*MEZE") and incosporated and domiciled in Mongalia. The Compeny wae kated on the MSE on 14 March
2018 and became 8 pubBcly fraded company. The Company eperales under a nan-hanking financial
natitusion "MEBFI") with special license Mo, 1493 issuad by the Financial Regulatory Commission ("FRE")
of 24 June 2015, The specal cense covers the permission for iending and ondne payment money fransfar
actvities in Mongolia, On 20 March 2043, the Company oblained Trust service bcense and Facloring
sanvice license Mo, 45 isseed by the FRC. On 23 May 2019, the company obained $o0esan Curmency
transaction service license Mo 128 sausd by the FRC,

Principal activity. Tha Company was ssiablishad io provide 2477 mobile phone baszed financsl services
io Essua instant loans for undarursenved people using its LendMN technology developed by AND Systams
Tech LLC, a fellow subsidiary incorporated in Mongolia. The LendMM fechnology is a fintech sadution
icensed by AND Syslerms Tech LLC. In 2018, the Company enhanced iis operational scope by launching
a new product, Lend WaBet, which is 2 digial wallel that enables cuslomers 19 make various typas of
paymenis and fmancial tfransactions throwgh the Lend Wasst application.

The uiimate parent company is AMD Global Ple Lid, & finkech company incorporated in Singapora.

On 3 July 2022, the Company establishad a new subsidiary LendMM Active SPC LLE. The pincips
activilios of the subsidiary are to purchase ioan pools from the Company and ssue asset-backed securities
(ABS") sacurilised by those loans: The business aciivity of issuing ABS i a licensed activity in accordance
with the Assel-Backed Securitias Law of Mongolia, The sutaidiany obtained the spacial permil 1o ssue ABS
from the FRC on 4 August 2022,

The canscdidated financial stalemenis are presented in Mongolisn Tugriks "MNT), and &l values are
rounded 1o the nearest thousands, undess otherwise stated,

The conssfidated financial statements of the Group were authorised lor issuance i accordance with tha
resalution of the Board of Direciors on § Febraary 2024

2  Material accounting policies

Basis of preparation and slaterverd of conmpalizres, The consolidubed fngncial statements of the Group
have been prepared in accordance with Infernational Finoncéal Ropoting Stondordo TFRE") hwhioh
Includes all IFRS, Intemational Accounting Standards (MAST) and Intepretations) as sswed by the
Infernatonal Accounting Standards Board ("BASE°)L These consobdeted financial slatements kave been
prepared on a historical cost basls. The principal accounting policies applied in the preparation of these
consolidated financial statements are sot cut below, These policies have been conslstently applied to all
the paricds presented, unless othensize stated (Including changes o the acoounting palicy as disclosaed in
hate 3).

Frasentation of financial statements. The Group presents its statement of financial position broadly in
order of liquidity. An enalysis regarding recovery o sefllement within 12 monihs afler fhe repording date
(current) amd maore than 12 monibs after the regorting date (non-current) s presentied in Mole 24,

Basis of consolidation. Tho consoldated financial statements samprise the finandal sistements of the
Company and s sshsidiary as at 31 December 2023, The Company consolidates a subsidiary when il
controls it. Condrol is achieved when the Group i esxposed, or has rights, 1o variable retums from its
involvement with the investes and has the abilily 1o affed those retums through s power over the invesize.
Specifically, the Group controls an invastes if and only if the Group has:

¢ Power over ihe investes (e, exsling rights that give & the cumeni ability 1o direct the reevani
activities of the irvestae)

= [Exposure, or rights, bo varsble relurns from s imnalvemant with the investes, and

= The abilily 1o use i power over the investss to afiec its retums

11




LendldN NBFI JEC and its subsidiary
Maotes to the Consalidsted Ainancial Statements - 31 Decamibar 2023

2 Material accounting policies (Cont'd.)
Basis of consalidation (Gont'd )

Ganerally, there is a presumption thal & majorly of veling righls results in conirgl o suppert this
presumplion and whan the Group has less than a majorty of the woting or similar rights of an investas, ths
Group considers 2l ralevant facts and circemstances, including

=  The purpose and design of the investes

= The relevant activibes end how decisions aboul these aclivlies are made and whether the
Company can drect those aclivilies

= Conlractual ssrangements such as call rights, pot rights and liquidation rights

= Whelher the Company is cxposed. or has rights, to variable returns fom its invalverrent with the
imvasten. and has fhe power to affect the variability af such relums

The Group re-assesses whethar or not it controbs an investee if facts and circumstances indicate that there
are chanpes to ome o more of he thiee elements of control. Consolidation of a subsidiary beging when
e Groug obltaing control over the subsidiery and ceases when the Group loses conbrol of the subsidiary.
Assets, liabilities, income, and expenges of a subsidiary acquired or disposed of during the year are
inchuded in the consalidated statemant of profit and loes from the date the Group gains costrol until the
date the Group cesaes to controd the subsidiaey

Prdit or bss and each component of other comorehensive income ere sttributed to the eguily balders of
i parent of the Group and to the non-conifrolling nterests, even if this results in the non-controfling
interasts having & deficit balance. When necessary, adjustments are made to the financisl staternens of
subsidiaries o bring their accounsing polices into line with the Group's accounting palices. Al inira-group
esaats and labdities, equily, income, expenses, and cash flows relating to trarsactions betwean mambsrs
of the: Group are eimnated in full on conseldation.

A change in the ownership inferest of 8 subsidiary, without kogs of confrol, is accounted for as an equity
trangaction, If the Group leses confrol over a subsidiary, it derecognises the relaled assels (including
goodwill), Fabilies, non-confrolling interesis, and olher components af egulty, while any resultant gain or
hoss s recogniaaed in profit of loss, Any investmient retained ks recognised st fair value at the date of lbas of
cantrol

Cormg cangem, | ke Uroup's mansgemeil lias asseased s alilily o wamiliing as o g saaimii el B
gatisfied that the Group has sufficien resourcas to confinus in business for the foresceable fufure
Furihemora, management is not aware of sy materdtal uncertindies thal may cast significant doubt on the
Group's abllify 1o conlinue as a geing concern. Therefore, the consolidated financial statements continue

1o B¢ preparad on he going concarm basis.

Financial instruments — Date of recognition, Financlal assets and liabilties, except for loans and
advances to customens and other receivables, are initially recopnised on the trade date, L&, the date thal
the Group becomaes a party to the contractual provisiens of he instrument. This noludes regular way frades:
purchases or sales of fmancal assefs that edquire delivery. of assets wilhin the Bma frame ganarally
established by regulation or convention in the markelpiace. Loans and advances to customears and other
receivables are recognised when funds are transfered to the customers' accounts.

Initlal messuyrement of financial instrumenis. The classificasion of financial instruments at inilial
recognilion depends on thelr contractusl tzrms and the business maodel for managing the instruments.
Financial instruments are inftially measured at thoir far value excapl in the case of inancial asseds and
financial Bsbilties racorded at falr value fwough peafil or loss, tmnsection costs are added to, or subtracted
from, this amacsnt

12




LendMN NBFI JEC and its subsidians
Mates to the Consolidated Financial Statements — 31 Decamber 2023

2 Matarial accounting polleles (Coni'd.)
Inittal measuremani of francial instruments [Contd,)

Transaction costs are incremental costs that are directly atiributable to the acquisifon, issue, or disposal
of a financial inetrumant. An Incremental cost & ane that would not ksve been incurred B the transaction
hiad nol taken place. Transection cosls include fees and commissiens paid fo agents (including employess
acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and dulies. Transaclion costs do not include delt premiums or discounts,
financing costs or internal adminisirative or halding costs,

Fair value | the price that weuld be received to sall an assot or paid to fransfer & liabiity i an orderly
transaction betwean market paricipents at the measurement dite. The best evidence of fair valus is price
in an sctive markel. An aciive markel s one in which transections for the essat or liahility take place with
sufficient frequency and volumea to provide prcing information on &n ongoing basis.

Fair value of financial imstrumends traded in an aclive markel i measured as the product of the quofed
price for the individual agsel or liability and the quantity heid by the enty. This I3 the case even il 3 market's
normal deily trading volume ks nol sufficient o absob fhe quaniity held and placing orders 1o s=dl the
position v a single fransaction might affect the quoted price.

Valualion techrigues such as discounted cash flow models or models based on recent arm’s length
transaciions or consideration of financial data of the imestess are used to measwe fair valse of cerain
financial mstruments tar which external market pricing information is not avallable,

Fair value. measuremenis are analysed by level in the fair value hisrarchy as follows: ([ kevel one are
messwremants at gualed prices (unadjustad) in ective markeds for entical sssats or Babilites, (6} kevel two
measurements are valustions techniques with all material inpeds observable for the assat or liabiity, efthar
directly (that is, az prices) or indirectly (that is, derivad from prices), and [iii) level three measuremenis are
valuations not based on solely obeervable marke! data (Ihal &, the measurement raguires significant
unchsenvable inpars).

Measurenisnt camporiax of financial asears a0 ANINES, NS LOUR CIASSMES &l oF its tmancal
sasets based on tha busness model for managing the assets and the assot's contraciual berrms, measured
at ether:

« Amorfsed cost,

= Fair value through othes comprehensive income ("FVOCT), ar

= Fair valug through profit or loes ("FVIPL")

Financlal Instruments - Loans and advances (o customers, the Group measures loans and advances
to custormners at amortised cost onfy i both of the folowing condilions are mel:

= Tha financial asset is hefd within a business modal with the obiective to hold financial ssssts i order

1o collect conlraciizal cash Bows; and
*  The contractual terms of the financial asset give rise on speciied dates 10 cash flows that are solely
payments of principal and intesest (“SPPI7) an the principal amcunt outstanding.

The Group determines ils business model &l the level that best reflects how it manages ihe fnendial asssts
o achiove its business objective. The Group's business modal is not assessed on an instrumant-by-
irstrumeant basis, but at & higher level of aggregated portfolios.

Az a gecond step of s classification process the Group assesses the confractual terms of financil assets
to identify whather they meet the 3PP test. ‘Principal’ for the purpose of this lest is defined as the fair value
of the financial aaset at initial recognilion and may change ovar the life of the financial asset (lor example,
if there are repayments of principal or amorsation of the premiumidscount), The most significant elements
of interect within a lending arrangament are typically the consideration for the time value of meney and
cedi risk.
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LandMN WBFJSE and s Fulasidigry
Mores ter thd Consalidated Finaneis! Staterbosts - 37 Decgmber 2023

2 Material accounting pollc las [Coni'd.)
Finarcial ingfruerfs - Loarks aad advarces o custitiars (Conl'd.}.

Amaengod vl i ey amoend a1 which (v frasal sl urnenl wiss recognised at inibal recograllon less
sy principal sepayments, plus accrued ndunest snd for inanciel 295005 1e8s any we bk dxen for ingurrod
impainnenl Insses Ao inlerest inc od2s amodsanse ol lumguacdion costs defzrred at inilalrecogml o
s’ af any pramiom o discoa 10 maunly imsaunl vsing 1he effectea inkaresr merhind (TR

Acorued interest veonse and azcrund interost oxperse. meluding Lolh soaued coppon ard amMorbsed
disealnt o premigm dncluding fess deferree at ongmahan, if ary), ara nat presented separately and are
inclardec inthe carmywrs salues uf refaded ilems in the stalemam of Tinancisl pastion

Lierass inan enoenifoents e coMmItTens uidin whwh the Groug 1 required o provide a s with
pes-apociliad 1arms 10 Ihe castamer

Flnanclal liabilities - Do issyad end ether borrewed fends. Def issuod and other borrawsd funns
arid zantrackyal obfigations b local aed frcign inaecial nsliubans.

Alerimtial measuremznl, debl issued amd clher borrowed funds are subsegquently measured @1 amartisad
cosl using 3 EIR The amorized cog! of debd s and cihicr borrowed funda 15 calculated using EIR by
1aking into accaunt any transsetion cosls relsdad 10 e trarsachon.

An analysik of the Group's aetd seuod wod alles bengwed [inds are disclczed In Wale 17 and 16

Cergcogritian of financial agsel=_ A hndvaal assad (o where applicsble, a paid A a fmgrial assct o
part of a graue o shmlar financial sesnts) is cereccgmsed whan Ihe nghds ‘o roceisa cash Fowe ror tre

Tingngial 25509 have axpired

Dersrognition of Anarcisd atitity. N inarcial linbility s deraeogrused whoen g obligafion under the
habuldy 15 digchonged, cancellad or expiras. Wiaee an Feirding finaneial liphility in replaced by aooeher fom
the =ame landsr S subslandially diffeessd lorms, of the lerms of an axisling liobilicy are =Urbstarially
readilied such an cechango of modficabon is Irested s o derecognibon of the crgral labilily and The
recogndion 24 3 new iabilily 1 he dillé:neg hetaaen tha carmying vakes af e ongeoal dnanc s liabilitg 3na
he consldenal iz pigid i 1eCognisan in proil of loss

The sffacive intaret! mathod. Undar ISRS 9, intere=st incorm: is reponsgerd uzing tha effectiva inlzresl ale
iFIR) method for &l fvancsl metuments reasurad @ amertised cost. The ENR s e rate that ceacly
dizcaunts estnaled tafwe casl ioccipls through the expecten de af L financial instrumenl ar, when
appropriate, p shgrer oor od, 10102 net carrying aumpenl afhe financial assat. The EIR (and (heefooe, the
amcdized coz1 of the a2z} it calzelkled Ly taking into azcounl any dcounl gr premiun o dcquisition.
leees fel codils That are anoindegral part of 1he EIF.

The effectve jrlerest sretflod

The (Group recognises interssl ineolmes LS arae of retsm ihat represence he best ealiriak of & constani
rate of relurm over e ecpecled Mo of the loan. Inleres? sxpence s 2050 = kolated using the EIR method
F all financial lakdities held &1 erromized sl The CIR s the rate thal esactly disaous esliniles lure
cash raceipts Mncugh the =ogwected e of the finencal eazel o halay or when appropnate. e shartss
pennn, e lhe ioss carrging amount of the inancial asset Tha EIR (and trerafore 1he denon e oosl o
1ha lmancial aszel is cakukted by Laking inlo aocount transaciion cnsls aod awe discour or gremium an
the: pequisilion of B financial esset, es well 4 lees and costs thal are an integral pan of the IR
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LendMN NBFI JEC and its subsidiary
Motes fo the Consolidated Financial Statements - 37 Decembar 3023

2 Material accounting policies [Cont'd.)
Impairrment of financial asseis

The Group has been recording the alowance for expected credif Insses for all Ivans and other debt financial
assels not hald al FVPL, together with loan commitments.

Defiruhon of defaunt The Group considers a financlal instrument defaulted and therefore stage 3 mpaired)
for ECL calculations in all cases when the borrower becomes 50 days past due on its corfractual payments,
The Group considers bank balances and other receivables defaulted and takes immediate acton when the
required intreday payments ane not sattled by the cose of business as outlined in the indivicual agreemant,

Overviaw of ECL medhod. The ECL allowance is based on the credit losses expecied o adze over the life
of the: asset (the [felime expecied credit loss or LTECL), unless there has been no significant mcreasa in
credit risk since orgination, in which case, the alowance is based on the 12 months' expected credit loss
(1ZmECL). The 12mECL & the porlion of LTECLs thaf represent the ECLs that result from defadt svents
on & financial instrument that are poesible within the 12 months afler the reporting date. Whether a financial
mabument’s credit risk has increased significantly since initlal recognigion Is determined by considerng the
change in the sk of default ccounming over the remasing fife of the financiad mstrument. Based on that, the
fnancial agsets are consolidated into Slage 1, Stage 2, Siege 3 and Purchasad or originated credit mpaired
(POLCI), as dascribad below;

« Stage 1: When financial assets are first recognised, an allowance is based on 12mECLs. Siage 1
Ninancial assets alsa indude faciliies where the credit risk has improved, and the financial assels has
oeen reclassified from Stage 2.

= Slage 2: When a financial @ssed hes shown & significant increase in credd rigk since originatizn, an
alowance is based on the LTECLs. Btage 2 financial assats akso inclisde faciliies, where the credit risk
has improved, and the fnancial assats has been reclassified from Stage 3

= Stage 3: Financial assels considered credit-impaired, An allowance = based on the LTECLs.

«  POCI: Purchased or originated credit impaired assets are financial assats that ere credit impaied on
inited recognition. POC assets are recorded &t fair value at original recognition and inderest incoma is
subsaguantly recegnised besed on a credit-adjusied EIR. ECLs are only recognized or released to (e
cuttent that thero ia 8 subasquent changs n the sxpectad cradit lasses,

The Calpialion of ECLs. The Group calculates ECLs based on three probabiiy-waighted scenasios o
messure the expected cash shortfalls. A cash sharfall is the difference befween the cash flows that are
due 1o an enlity in accordance with the confract and the cash flows that the enlity expects 1o receive. The
mechanics of the ECL calculstions are cullined baiow and the key slements are, &5 follows:

« PO The Probabilty of Default is an estimate of the lkelihood of defaul over & ghven time horizon, A
dalaut may ondy happen sk s cartain bme over the assssced pariod if tha facTily has nol been peviously
derecognised and is sl in the portiolio.

= kAL [he Exposwe sl Letadll & en esimete of the sxposune a1 4 fulure defaull date, taking into
account expected changes in the exposire after the reporting date, including repayments of principal
alb il Maleiesl, whsblie sulmduled by conlieet o olewiss, espected drawoowms on commined taciines,
arid accrued Interest from missed paymenis,

« LG The Loss Given Defaulf 15 an estmate of the loss ansing in the case where a defaull oocurs ot a
given timae. It i based on the differance betwesn the confraciual cash flows dua snd thasa that the
Group woukd expect (o recaive. Itis usually exprassed a& 8 percentage of the EAD,

When esfimaling the ECLs, the Group considers three scenarios (a base case, a best case, and a worst
casa). Each of thesa is associaled with different PDs, EADs and LGDs, as set out in Note 21.3.
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LendMN NBFIJEC and its subsidiary
Naotes to the Consolidated Finaneial Statemants — 31 Decamber 2023

2 Material accounting policies [Cont'd.)

tmrpaimnent of Mnanclal assefs [Comid.)

When eslimating ECLs for undrawn loan commlmenis, the Group esfimales the expected porfion of the
lxan commilment thal will Ba drawn down ovar its expectsd [ife. For cutstanding loans and receiables as
a4 31 December 2023 and 2022, the ECL s pragented iogethar with the loans and receivables, For undrawn
Ican commiiments, the ECL is recognised within Frovisions,

Forward fooking mformation. In its ECL models, the Group relies on & brosd range of forsard-locking
information a8 economic inpuls, such as:

«  Monthly stale housshold consumption,
Maonthly M2 - mioney supply,

Maonihly CFI (consumear price index),
Change of monthly household constmption,
Monthly unemployment rake,

Monthly average =alary.

Manthly Faresign imeestment,

Monthly losn intarast rate SANTY,

= Silver price,

<« Monthly Gini coeficient

L, . * # L] " L]

Colateral The Group's main loan products and recefvables, namely microloans, are nol collaleraised. Gar
foans, which represented 4,13 % of the Group's total lean portfalio as ai 31 December 2023, are secured
by tho unlosiying core purchoood by borrowors.

Collateral, unless reprasessed, is nod recorded on the Group’s stalement of financial position. Cash flows
expected from credit enhancements which are not required to be recognised separately by IFRS standards
and which are considered integral to the contractusl terms of & debl instrument which is subject to ECL.
gre included in the measorement of those ECL. Om this basis, the feir value of colateral affecis the
calcylation of ECL Collateral is generally assessed, at a mindmum, &t inceplion and re-assessed on a
auararly basia. Details of the mpact of such credit enhancements are disclosed in Mote 21.3.

Tea i mxlerd peissible, the Group usss active markel Sat3 16r Valling 1he dséets nald as collaberal,

Write-offs. Uncollectible sesale sre witten off againet the relaled impairment loss provision aftor oll tha
necessany procedures 1o recover the assel have been completed and the amount of the loss hag been
determined. Sebsequent recoveries of amounts previously writlen off are credifed 1o impairment loss
azcount in profit or loss for the pesiod,

Cash and cash eguivalents. Cash and cash equivalents include cash on hand, deposits held af call with
tanks, and ather short-term highly quid investments (primarily term depesis with banks) with original
maturities of thrae months o less. Cash and cash equivalents ame carmied al amortised cost using the
effective inferssl method. Restrcted balences are excleded from cash and cash eguivalents for jhe
purposes. of the cash fiow statermente.

Property and equipment. The property and equipment owned by the Group is siated &t cost less
digpraciadion and provision for impairment, where required, Costs of minor repadrs and maindenance. are
expensed when incurred. Costs of replacing major pants or components of premises and eguipmant items
are capialised and the reslaced par is ratired

Al the end of each reporting period management assesses whether there is any indication of Imgairment
o proparty and equipment. If any such indication exis{s, managemment eglimates the recoverable amount,
which i determined as the higher of an assel’s Fair vahes less cogts 1o sell and its value inuse. The carmying
amaunl s reduced 10 the recovarable amount and the impairment loss s recagnised in prodit or loss ko he
year, An impairmant loss recognised for an assel in prior years is reversed if there has been a change in
ther eslimalos used to datarming the asset’s valua inuee of falr value lees costs (o sall. Gains and losses
on dispossis detarmined by comparing proceeds with carmying amount ane recognesed in proft or loss for
the vear fwithin other sperating income or expenses). Deprecation on items of propery and equipment is
-:almﬁljﬁ_tud using the siraighi-line method to aliocate thelr cost o their residusl values over their estimated
we=aful lives;
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2 Material accounting policias [Cont'd.)

Proparty and eguipment (Cond'd,)

| Lkl (o3
Furniture, ofice aquipment and vehicles 10 yaars
Computers and technical equigment 3 years
Crffice renovation & years

The residual value of an assetis the estmated amount that Group woold currently cbiain from dsposal of
he asset less the estimaled costs of disposal, if the asset were already of the age and in the condilion
expacied at the and of ite useful [ife. The azsets’ residual values and useful lives are reviewed, and adjusted
if appropeiate, ot the and of sach repading peadiod

Leases. The Group assesses at contract incapdion whether & contract &, oF conlains, @ lease, That s,
the confract conveys the right to contred the use of an identified asset for a period of time in exchange for
consideration,

Growp as a lessea

The Group sppes a single teagnilion snd messuremeant spprosch for all leases, except for short-term
leases and leases of low-value assete. The Group recognises lease labiliies (o maks lease paymeants and
right-of-use asssts representing the gkt to wse the undedying asssis.

i} Right-0f-iis8 AS565

The Growup recognises rght-of-use assels at the commencemant date of the lease (e, the dete the
underfying assel is available for use), Right-of-use sseets are measured at cost, less any accumulafed
depraciation and impaimeni loszes, and adjusted for any remeasuremant of lease liakilities. The cost of
right-of-use assals Includes the amount of lease Eabiities recogrised, indtial direct costs incurred, and lease
payments made af or before the commencement date less ary lease incentives received. Right-of-se
e5sels sre depreciated on a siraighi-line basis over the shorer of the leese term and the estimated wssful

Wi ul (he assels, as liows:
= Qffice building — b years ownership of the keased assel fransters to the Group,

Afier lease commencement, a lesses shall measure the rght-ofuse assel using a cost medel, Under (s
costmodel a lease asset is measwed at cost less accumulaled depreciation and accemulated impaimment.
The right of use assel s subject to Impairment, Refar fo seclion “Impairment of non-financial assets” and
ao nobe 16 for Right of uso assels.

i Leasa fiabifitiss

Al the commencement date of the lease, the Group recognizes lease liabifties messured at the present
value of lease payments o be made over the lease term, The lease payments ndude fixed paymenis
(incleding in substance fixed payments) less any ease incantives receivable, verabis leage paymeants that
depend on an index of a rate, and amounts expected to be paid under residual valee guaraniees. Variabbe
lease payments thal do not depand on an index or 8 r#le ane ecognised as expenses (unless they are
incured fo prodeca irventonies) in the pericd in which the svent ar condtion that Irgoems the pay ment
DCCLME.

In calcutating the present value of lease payments, the Group uses ita Incremental borrowing rate al the
lease commencament dale because the inferest rate implicil in the lease is nol readily determinable. After
the commencemeant dale, the amaount of lease liabilites is increased fo reflect the accration of interest and
reduced for the [zase payments made. In addilon, the carmying emount of lease Tabilies is remeasured if
there Iz a modification, a change inthe lease term, a change in the lease paymants {e.g., changes to future
paymenis rasulfing from & change in an index or rate used o detarming such lease paymanis) or a change
inthe assessment of an cption o purchase the undeching asset Pleass refer to Mote 16 for detalls.
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2 Material accounting policies (Cont'd.)

tntanglble assets. The Group's intangble assets have definite uselul Bvas and primarify include capitalised
licenses and sardics license,

Computer softwane licenses acquired are capitalized on the basis of the costs incermed 1o acquire and bring
them fo use. Intangible assets are amortized using the straight-line method over their vseful lives:

LendMM technobogy llcenses (Lending and wallet syslems) 10 yesrs

I imypaired, the carmging amount of ntangible seeets & written down fo the higher of walws In uss and fair
valee less cosls 1o sall

income taxes, Income taxes hava baen provided for in the consclidated financial stalements in accordance
with lagislation enacied or substantively enacted by the balance sheef dste. The ncome tax chargs
coamprises corren] Ly and deferred 1ax and is recognised inthe profit o less unless it relates o transaclions
ihat ame recognised In the same or a different period in olber comprehensive income or directly in equify.
Currgnt tax is the amount expactad 1o ba paid to or racovered from the taxation suharities in respect of
{axable profite or leazes for the current and prior periods, Taxable profits or losses are hased on estimates
il consolidated financial statements anre avlhorised prior bo fling relevart tax returms, Taces olher tean on
mcoms are recarded within operating sxpenses.

Defermad mcome 1ax s provided using the balance shedt liability method for 1ax [oss camy lonwards and
temporany differences arising betwesn the tax bases of asseis and liabilities and their carrying amounts for
financial reporing purposes. Deferred lax balances are meaasured al tax rales enacled or substanthvely
enactad at the end of the raparfing period which ara expacied io apply to the period whan the semporany
differences will reverse, or the tax loss camy forwerds will be utilised, Deferred tax assets for deduclible
lemporary differences and tax loss camy forwards are recorded cnly to the exdent that it is probable that
future taxable profit willl be avsilable against which the deductions can be utilised.

Uncerfein fax posilions. The Gooup’s encertain tex posilions are resssessed by management af the end
of suach repoding perod. Liabdities sre recoeded for income lax postions thel sre delermingd by
management as rmare [kely than nol 1o resull in addidonal aves baing levied If iha posiions wers ta be
challenged by the lax awharities. The assessment is based on the inferprefation of tax lews thal haws been
enacted or substantively enacied by the end of the reporiing periad and any known courd of other rulings
an such issuss |iabilitiss for panaltiss, ineresi, and taxes obther than on income ars recognized based an
management's best estimate of the expandiiure reguired 1o sefile the obdgations &t the end of the reporting
period

Value added tax (WAT). Management has sesessed that the Group has no VAT liabdities arising from nor-
financial services aclivities, while financial services aclivilies (such as lending) are exempled from VAT
basad on Valus Added Tax Law of Mongolia. Thus, the Group was nof ragistered for WAT a8 &t 31
December 2023 and 31 December 2022,

Provisions for Nabilities and charges, Provisions for abiities and chavges are non-financia liabilities of
uncartain reng oramount. They are aceruad whan the Group has & prassnt legal ar construciive obdgetion
as a resull af past svents, it is probable that an outllow of resources embadying stonomic benefits will ba
required to ssttle the obligation, and a relleble estimaie of the amount of the chligation can be made.

Other labiltes. (iher kabilitizs are accrued when the counterparty hes performed is obligations under
the contract and ane carried at amorlised cost.
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2 Material aceounling pallcies {Cani™d.}

ncome e eXerrSe racogrifigne. Inlcrost incame & ex kst are racorded for inEce imshumans olhar
Ihain credtimpaired asects un aoruals basis usig e Alective inberest melhod. This reths defess, as part
aligeroztincome o expense, ull does paid or recevad Selwren tha parbes i 11e conhad Fat are an irdograr
fart A dhe eBlodlive inderest racs, Iransadtion cosls and &l ol promioms of dISCounts. Fees ciegral 1 1he
effeclnen imarest rate indude crigination faes recomsd o poad by Ine enbby rekaling ik iln croation or
acyuisilion of & inzncial asset or ssuance of a hnwcinl ki, far exaripke Taes for cvaluating
ipdibaerhiness, negotiaimg he tonms of Lhe mshures:) gnd for processing ransachicon documents.,
| b M fea fncorre, chargesd on each loan d.sbursemien iy also gar of the effechve inge est ale athough
il il callad ivlerasl Incewng

When & inancal assel tecomes cradid-mpaied and is |herefore, regarded as Slage s ha ECL models,
IR Caoup Calcurades inleres wecrme by appling the effechve infierest zaic 1o the net amofsed cost of to

financial s5za7.

IF the feadcial sssobs canes and & no Innger crads-mpaired, The Googp ioeserls @ calculahng inerest
income an a gross bans

All ciher fe2s, toramissiong and oher menme ped EXpEnse teMs ae grmaally meordad on an aaciul
base by relorence to comphchen of The spacific ransachon mssessod on the Eass o 1 gdual sorice
provedec 85 & propustinn of ke total serveces 1@ b prowided,

Skare capital and resenves. Ondinary sharos ane Classhi=d A5 squity Incremental cosie dieeclly sitnbetabie
B UG Bt of naw e g ong showen in cguity as » gedsction, el of @@ Gon e precls

Can &Gy ijstrumants that are reacnuinsg reasuns gharss' ) A risannissd ugwg casl rewdbod and
aeducled Trom aquily. o yain or Wis is rwoogrised m ponlit o oss on 8 purchass, sak sgoe or cancallstion
o the Trolg's uwn wguily instrurmsenle. Aoy difforonce betecen he crnying omows: and the corsidetion, @
reissnod, is recogrised i the sharm premium

Forelgn currertcy famstalion. The funcional wrrency of the Groun 1S 3 curréncy of the pfmary asanrn:
erwirrmant inwhickh 2 enhly opaades Thus, the Croup's huncl.onal currency ard presenlatian currany js
the wananal currzeey of Moapoda. YWongallam Tusgrik FRART L

W onelary agsels ano §abdilies are Iraeslaled oo ha Group s furlipngd currancy al e oz Al &xzw g
rate of the Bank of Mangadia (*BCEM'] 51 the raspostra: end ol the raporting gl Coreign xchange gaing
and Icsses esulling fFom the setllement nf fhe transaction: and bon the ranslsten of monetssy sssols
and liabilihgs eHa Ik Gruup's (anckional curmersy @0 wear-ond afficial exchange rales of the BOM are
recagmsed in profit or lose Translshen & year-end rales doas sl appty WO non-moneiany ferms thal e
renasimed at historicel cost.

Cifsating. Financial asscls and liabiibies are oifsel and tha nel amaunt réganlesd in e statements ol
el pesilion enby where 1ameis o legally oniorcesble nghil 1ol tha recognised anonrs, and thers
45 An misnbcn 10 Silfed Seltlo on 3 nel kame, of lo realisz the azsar ana eeltle the: libiliey simullanacusly.

Staff costs ard refatad conirbiions. Wiges saarias and obbar salary 1 elibsd Baperses. e resogniserl
A i eapens? in the year wowhich the azsociated services ans rondenec by K2 Groun’s orrployeas. Shon
Emm eZcurmubty cnmgsrsated sbeences s oz paid eBnnosl leave e rocoqnised when aervices
il by employaes thal weresse their snlibiement 1o lulae compansated abesaces Shart lemm non-
accumulahng cempensatid absences such & sick leavo are recognized when Absonces ooour, A reglired
by Few. companias in Mongoles nuske contnbutions o the govenuneni paesicn sehers - Social Socamy
and Healh Insurance Fusg, Such conlnkadoms iea racognisaa as an expoenge in tha profd o loss s
incpred The Group Nas no ledal or consrucdive cHganan 1o make penNzon of Bmear beneht payments
bayond she payinents Lo the statulory defined <onlr txlion schema.
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LendMN NBF JSC and itz subsiciary
Notes to the Consalldated Finarcial Staterments — 31 December 2023

2 Malerial accounting policies [Cont'd.)

Share-based payments. AND Giobal Fle Lid (he ullimale parent company of the Group) gramed eguity
setlled share-based payments o key cmployoe(s) of the Group. The fair value of These equity seftied
frangactions is determinad &t grant dale and e recognisad as an employag expense in tha statemeant of
prodit o loss, with the corresponding increase in equity, on a straight-line besis over the vesting perlod.
Mon-market vesting conditions ere induded In the assumptions aboul the number of options that are
expecied to vest. Af each reporting date, the Group revises #s estimstes of the number of options that are
likety 10 vest Amy adjustimenl from this revision s recognised i the stalemen of profil o |oss with a
coresponding edjestment 10 equity. The Group doss nol operate any cash-setiled share-based payment
schemes or share-based payment fransactions with cash alernaties as defined in IFRS 2.

Segment reporting. Segments are reparted in & manner congistend with the intemal reporting provided to
the Group's chiel operaling decision maker, Segments whose ravenus, resull oF assels are len percent or
rsines af &l the segments are reported separately.

Earnings per share. Basic eamings per share i calkulated by dividing the nei profit for the year
afiributaie 1o ordinasy equity hokders of the Group by the weighted averege number of ordinary shares
cutstanding during the period. Diluted eamnings per share s calculated by dividing the net profit for the
period atiributable fo ordinary equity holdars of the Group {aftsr adusting for interest on the canverdible
preference shares and intarast an the convardible bond, in each caze ret of tax, if any) by e weighiled
average number of ardinary shares outstanding during the perod ples the weighted average number of
ordinany shares that would be issued on the comversion of all the diutive potential ordinary shares into
ordinary sharsa

Transactions with relatad parios. A related party is & parson or enlily held i velaled § the Group;

(#) A person or a close member of that peraon's family i= relabed o a Group if thal person:
M has condrol or jaint contred of the Group;
(iy has significant influence over the Groug: or
(i} is a member of the key managemeni personnel of the Group.

() An entity is refated fo a Group if any of the Tollowing conditions applies:

(I The entity are membnes of tha same Gooop (which means thal sach parent, subgidiary and felow
subskiary is related to the others).

(¥ One entity ls an associale o joind venture of the sther ontity {or an assocate or joént veniure of 3
member of 8 Group of which the othar entity 1s & rmember],

(i) Hoth entities are joint vemues of the same third party.

{iv) One entity is a joint venture of a third entity and the other enfity is an associate of the thind anfity.

v] The entity is & post-employment benefil plan for the benefil of employaes of the Group. If the
Group is fsef such a plan, e sponsoring employess are also related to the Group.

{vi) Theenlity is controlled or jonily controlied by a person kdentified in (a).

(wil} & person identified in (&) (i) has significant mfluence over the antity or &5 & member of ihe key
managemant peracnnal of the anlity for of a parent of e eniity].

(vl The enlity, ar any member of & Group of which i is 8 parl, provides key management persornal
sanicas to the Group or fo the parent of the Grougp,

In considering each possible refated party relationship, atiention is directed to the substance of the
relationship, not merely the iegal form, All material fransactions and balances with the retated parties are
distiesed i the relevant notes to the consolidated financial slatements and the detail is presented in MNote
23;

3 Changas fo accounting policy and disclosures

The accounting polcies sdopted are consistent with those of the previous finandial year, except for the
lollowing standards and amendments to IFRS that became effective for annual period beginning on o after
T January 2023, Amendments and interpretations apply Tor the st ims in 2023, but do not hawe an impact
on {he financial stalemends of the Group
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LendMN NBFI JSC and its subsidiary
Naotes fo the Consolidated Rnancial Stafementis - 31 December 2023

3 Changes lo accounting policy and disclosures {Cont'd.)

Mew and amended slandards sd Elermetabons

= IFRS 17 inzuvance Conlracts
= Amendments to A5 B Definition of Acenumifing Csfimalas
= Armendments 1o 1AS 1 and IFRS Dischosure of Accowting Polcies
Practice Statement 2
« Amendments o 145 12 Defemed Tax relsfed fo Assels and Liahilities arfzing from
& Single Transaction
= Amendments & IAS 12 infemational Tax Refomm—Filar Two Model Rules

Standards ssuad but not yet efiecive

The Standards and inferpretations fhat are issued, bul not yot effective, up 1o e date of lssuance of the
Group's consolidated financial sfatements are disclosed below, The Growp intends to adopt these
standards, if apallcatis, when they became efactive.

» Amendments to IFRS 16 Lease Liabilly in 8 Sale and Leazeback *
+ Amendments 1o 1AZ 1 Classification of Lishittes as Carment or Mow-gurrent 7
+ Amendments 1o 145 7 and IFRS T Suppiied Firance Arangemenis

* Effective for asnus pencas Degining an ar affer 1.Jervan 2004

These amendmenls e nol expected to hewve a8 material impact on the Group,

4  Critical accouniing estimates, and judgments in applying accounting policies

The Group makes estimaies and assumglions that affect the amounts recognised in the consofdeied
financizl slalements and the camying amounts of assele and liabilties within the nexi financial year,
Estimates and judgments arme conbnually evaluated and are based on managemaent’s axparknce znd othar
factors, includirsg expactations of tuture evants thet sre balieved to be ressonable undar B circumskances.
Management also makes certain judgments, apart from those involving estimations, in the process of
applying the accounting policies. Judgmanis thal have the most significant effect on the amounis
recognised in tha consolidated finandal etatements and astimates thal con cause & significant adjustment
to the carmying amound of assels and liabilites within the next finantial vear induda:

Impalrmrent logsses o [oans and advancas fo cusfomers. The measurament of impairment Insses under
IFRS 8 across all categories of financlal essets requires judgement, in paricular, (he estimation of the
amound and fiming of fulure cash flows when defermining impairment losses and the assessment of a
significant increase in credit risk. Thess estimates ane driven by @ number of faciors, changes in which can
result in different levels of allowances, The Group’s ECL calculations are oulputs of the medels with a
number of underying assumplions regarding the choice of varakle inpuls and their interdependencies.
Elermants of the ECL models that are considered accounting judgements and estimates include:

Siaging of financizl assets when their ECL is assessed on a collective basks;
Developmen| of ECL models and the choica of inputs;
Determination of sssocations balween macroeconomic scenanos and, economic inputs and the effect

on PDs, EADs and LGDs; and
»  Selection of forward-looking masreeconomic scenarios and their probahility welghtings, to derive the
@othiimc inputs nta tha ECL modsl.

it has been the Group's policy to regularty review ite models In the context of aclual loss experienca and
adjust when necassany,

&1
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LendMN NBFI J5C and its subsidiary
MNofes o the Consolidaled Financial Statements — 31 December 2023

4  Critical accounting estimates, and judgments in applying accounting policies (Cont'd.)

Impaimieni losses on foans and advances fo customers [Contd.,)

Managemenl uses astimates based on histoncal koss experance for assets wilh credal risk chamcharstios
and objeclive evidence of impalrment simiar o those in the porifolic when schaduling its fulure cash flows.
The methodolegy and assumplions usad for estimating both the amount and timing of fulure cash fows
are reviewed ragularly to reduce any diferences betwaen koss estimates and actual loss exparianca.

§  Metinterest and similar income and segment information

Dwring the yeers ended 31 December 2023 and 2022, the Group was engaped in & single business
segment, which is Esuing instant and car loans to the individual borrowers in Mongolia Information
reported 1o the Group's chief decision makar, for the purpose of resources allocation and performance
assesament, focuses on the operafing resulis of the Group az a whaole as the Group's resources are
infegrated and no discrete speraling segment financial information is available. Accordingly, no oparating
segment informiation is presentad. As the Group's major operations and custormers ane lecatad in Mongalia,
ne further geographical segment information is provided. There has been no single external customer tha
has contribuled revenue exceading 10% or mare of the Group's revenue during the years ended 31
Decomber 2023 and 2022,

2033 2022
MNT'000 MNT" (00
Irfsrest income calcwialed waing e efective nfenst method
Loans and advances to customers 47 812,710 20,163,700
Intarast income on bank accounis 16,873 a0 5a2
Coporale keans 13.004 10, B2
Total inderast and simifar incomse 47 B42 RAY 20,214,548
2023 2022
MNT'D00 MNT 000
Intgnest expense calculated wsimg the effechive inferest method
Inleres] expanse on bomowings 8,453 £25) (3,716, 6545
fnbares] expanse on assel-backed securifies {940 822) (152,269
Imterast acoretion on lease liabilities (MNote 16} (82087 (80, T61)
Total intarast and similar expenss {0 627, 344) (3,949,884)

& Credit loss expenge

The bable below shows the impairment changes/(reversals) on fingncial assels for the year recorded in profit
or loss:

2023 2022
MMNT'000 MNT 000
Credit loss expense on Inans and advances 1o cusiomers
iNote 12.1) 25859.370 1,381,067
Credit loss expansafirevarsal) on undravmn commiments
(Mote 15) {14,414) 57,508
2 584, 855 1,438,655
22
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Notes to the Consolidated Financial Strtements = 31 Decemnber 2023

T

T Administrative and operating expenses

Staff cosls

Professional services

Lendfdi systern maimenancefservicn faes (Note 23)

CHrviat admministralive expenses

Adverdising and marketing services

Depreciation of property and equipment and right-of use-asesis
(Motes 15 and 18)

Saocial sacurify conbibautions

Bank charges

Manlensnce expenses

Amodisation of intangibds assets (Mate 14)

&  Other incomal{expanses), net

Unrealized foreign exchanges painsilosses), ned

Gain on recovery of writlen-off loans

DEher mcome

Loss on write-off of propery &nd equipment (Nate 15)
Reafised fongign exchange losses, ned

Crher expenses

9 Income tax

91 Income tAx expanas

Income taxes recorded in profil or loss for e year comprise the following:

Currend ta:

Cumrant income tax (Hote 8.2)

Deferred tax:

Relating to origination of temporary differences [Mobe 9.3}

The Group provides for mcome taxes on the bags of ile meome for financial reporing purposes, adjusted
for ibems which are nol assessable or deductible for income fax purposes. The income tax rate for profits
aof the Group is 10% (2022:10°%) for the first MNT & billion [(2022: MNT 8 bilion) of taxable incomse and 25%
(2022 28%) on the excess of taxable income ovar MNT B billion (2022; ANT & bilion) in accordance with

Mangosan tax legislation,

2023 2022
MNT'000 MNT'000
2,885,543 2,558,332
2,665,743 1,508,240
2,232 570 1,487 607
731,725 884,117
480,563 423714
570,415 246 554
352 S06E 20,369
136,081 99,357
2T 51.1898
45,553 48,743
10,273,550 7,656,243
2023 2022 |
MK T 000 MMT'000
223,852 (385, 521)
145,290 226,271
48,595 87,110 '
(3,950) - |
(80,740 (336,665) .
(870,023) (229,088)
(35,960) (637,914) '
|
2023 2022
MNT'000 MNT*000
5,530,518 1,050,795
44,369 (43,530)
5574,007 1,007, 265

23
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LendMN NBFI JEC and its subsidiary
Nates to the Consolidated Financlal Statements - 31 December 2023

8  Income tax [Cont'd.)

A recancilialion of income tax expense applicable to profit bedore tax &l he statulary income Ex rae o

income tax expense &t the effectve income lax raie of the Group are as follows:

2023

MHNT OO0

Profit before tax 25370,723
Tax at statwory rete of 25% (2022 25%) G342 GO
Effect of expentes not deductible for income tax purpese 255,018
Effact of income subject to lower tax rale (1.0 a0
Imcoma tax expense for the year 5,574,007

2022
MNT 000

5,532 246

182277
238343

{8534t
1,007 265

The effeciive income tax rate for fhe Group for the year ended 31 December 2023 is 22 0% (2022 15.4%).

8.2 Income tax payable

2023 2022

MNT"00D MNT 000

Asat 1 January 815,146 3822
Income tax expenae for the year (Male 9.1) 553D 513 1,050,785
Income tax pakd during the year (2, T, O] {262 B08)
Income tax witsheld by third parses {2418 (4.05E)
A% 2t 31 Decembar 5638 541 H18 145

5.3 Defermed tax balance

Deferred fax assets wore recognisad for daductible or taable timing differences resulting from the
inrealised eyrhange difflsrence giging from monstary assels and lizbfifiee, depraciafion of propary and

equipmend, accrued expenses and leased asset depreciafion and inferest accrelion,

Orpening Recognised in Deferred tax
oo S A balance profit of loes asset/(fiability)
: MNT M MENT 00 MBMT D0
(Note 8.1}
2023
Uneealised foreign exchange
logai(gain), net 38,552 {47,586) (5,044)
ROU azsat depracialion and
inter=si acoretion 6,571 {3,274} 3,697
Acrcmpad BxpEnsas a1 240 6481 37T
76,565 [44.368) 32274
2022
Unreaised foreign exchange bss
2,454 35,048 38,552
RO agael deprecision and
interest scoretion 10,542 (2671) 6,871
Accrosd axpEnses DA3T 11.103 31,240
A3 133 43 530 76,663
24
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Natos to tve Consalidafed Financial Statements — 31 December 20237

10 Earnings per share

The Group has no didlive polentisl ordirary shares; therefre, the dited earmngs per share B equivalent o
ihie basic samings per share,

2023 2022
MNT 00D MNT'DOD
Frofit or koss, representing tolal comprehensive income for the
yesr (nel of taxes) attributable to equity holders 13,795,818 5,524 981
Weighled-average nember of ordinary shares for basic and
HEluled eamings per share 738,301,683 T8, 301 GBS
2023 022
MMT MNT
Equily holdars:
Basic and diluted eamings per share 26578 747
11 Cash and cash equivalents
2023 2022
MMT 000 MMNT'000
Cash on hand 285 %0
Cash af bank 7.885 873 5217254
T 385 058 5,217,581

Cash al bank balances are current accounds and shar-term savings accourts placed in commercial benks
and other financial instifulicns operating in Mongofa and are not collateralised, The carmying amount of
cash and cash equivalenis approximates feir value. Cument accounts sulstanding as at 31 December 2022
were interest-frea, while curent accounts ouistandging as al 31 December 2023 were placed at inferes!
rales ranging bebwean 0.0%-2.0%.

Tha Group eetimatod the oxpociod orodit less on cash end conh aquivaicnia in accordence with (MRS D as s
M Decermber 2023 aod 20F2, As el of e sl sl cih souilvalents are avaliable on demand, the
estimated expacted cradit loss was assessed W ba insignificant. Theretore, the Group did not recognise the
expected credit losses on cash and cash equivalenis in its consclidated financial stalements for the years
ended 31 December 2023 and 2022

12 Loans and advances to cusiomears

2023 2022

MNT'00D MNT D00

Consumer loans 123650805 B5442 532

Comporate loans 130,034 22 B5E

Car loans 5,339 456 7418, 168

Todal lvans and advances o cusiomers 128,129 245 72,853 406
Allpwience for impairment losses (5,666,823, (2,497 126)

Hat leans and sdvances to cusiomers af amortized cost 123 482 373 &0 588 200

Based on the business modal of the Group, most bormowers of the Group using 1he LendMMN application
are Individuals who use loans to finance their short-term and mid-term financial neads,

Starting from 2021, the Growg isswed car loans to customars whose historical credit goores assessed within
the LendiiM application met the required criteria. Car loans are collaserslised by the underlying vehices
purchasad by the Barrawers.

28




LendMN NBFI JSC and its subsidiary
Nates to the Consolidsted Finaneial Statements — 31 December 20023

12 Loans and advances to customers (Cont'd.)

I Grctober 2022, LendMN Active SPC LLG publicly issued 8BS amounting {o MNT 4,850,000 theusand on
the Mongolian Steck Exchange (sea Mote 18 for further details). The ABS are secured by the Group's car
loang with carrying valus of MNT 4,877 445 thousand (MNT 4,733, 316 thousand) az a1 31 December 2027,

In Aprl 2023, the Group newly Infroduced a revolving lean product with credit Smit ranging from MNT 5
million to MNT 50 milion offered 1o lingnce the borrowers' mid-term financial needs, The loan i available
onky to borrowers with excellent oredit history with the Group for at least two yaars.

121 Impairmant allowsncs for loane and advances to customears

The Growp assesses impairment of loans In accordance with IFRS 9. Under the general spproach, the
Group classifies its loan portfolio into Stage 1, 2 and 3 as follows, and calculates the probability-weighted
Tonward-looking POs and LGDs separately for each stage. The details of calculation and policies sbout ECL
allowances are explaned in MNobe 21.3,

atage 1: Loan porfolio on time + Loan portfolio past due less than 31 days

Stage 2: Loan portfolls past due by 31-80 days

Slage 3 Laan portfolio past due by more than 80 days

The: lable: biskow shows credit quality of the total loan partiolia.

Stage 1 Stage 2 Stage 3 Total
MNT'030 NMNT 000 MHT 000 MNT 000
3 Decomber 2023
Parfarming loen 110,732 242 = - 118,732,242
Men-performing loan - 3,751,130 5,645,914 9,387 053
Total 119,732 242 3,751,138 5,645014 129129295
3 December 2022
Parforming loan 68,302 280 = - 68,302 200
Mon-parfacming kan - 1,450,758 2,130,380 4501 116
Tatlal 68,303, 240 1,460,766 3,130,360 72883408

An analysts of changes in gross camying amount and the coresponding ECL allowances in relation to the
loan and advances to cuslomers & a5 fllows

Stage 1 Stage 2 Stage 3 Tatal
MHNT 000 MNTDID MNT OOO MNT D00

(Erass carmyng amount at 1

January 2023 68,302,200 1450, 756 3,130,350 72883 406
Wi el o llidlesd w

purchased B62 365,713 - - 662,385, 713
Azeets derecognised or repaid (585,755,920) (12, 285033 (7. 758,287] (605,610,280
Tranefer to Sloge 3 (26, 100,841) 6,100,841 -
Transbar bo Olage 3 - { 10,004 =} 28 13,084 428 -
ilk-olls - - [ 5 rE) [ 5 14
At 31 December 2023 118,732,242 3,751,138 5645814 125 128,295
Gross carying amount at 1

January 2022 31,287,850 1,170,803 2154 154 M B33 0T
Mew #sseis originated o

purchased 338,668,473 - s 333 668 473
Ansals deracopnisad or repaid (285, a0 445) (11,377 TER) {2,948 950 {300,127 183}
Transfar 1o Stage 2 (15,854 RAR) 15,854 5ER - -
Transfer fo Slage 3 - {4,196 847) 4,196 B47 -
Wiite-offs - = (280,651 {280,501)
At 31 Decamber 2022 65,302 200 1,450, 756 3,130,360 T2 883 408
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Notes to the Consalidated Financial Statements — 31 December 2023

12 Loans and advances to customers (Cont'd.)

12.1 Impairment allowance for leans and advances (o customers {Cont’d.)

ECL allowance af 1 January
2023

Mesw assels anginated or
purchasad

Assels derecognised of repaid

Transfar io Stage 2

Transfer o Stape 3

Impac on yea and ECL of
axposures transfemed betwaean
slages and chavges 1o inpuls
used far ECL calculations

Write-offs

At 31 Decamber 2023

ECL allowance at 1 January
202z

Mew assets onginated or

d

Assats derecognised or repeld

Transfer to Stage 2

Transfer to Stage 3

Impact on year end ECL of
exposuras ransfamed babtween
stages and changes o inputs
used for ECL calculations

Wirite-nifs

M1 4| DeEcEmBar duds

Al 1 January

Charge for the year (Naole )
Written off during tha year
Al 31 December

13 Other assebs

e recehakinsg
Supply matarials

Stage 1 Stags 2 Stage 3 Tatal
MNT 000 MNT 000 MMT 000 MET 000
1,012,025 516,485 1,744,616 2287126
10,045,122 - - 10,045,122
(8,884,150} (5.262,212)  (3.441,247) (17,577 650)
(380.801) 380,991 = 5
= {4,402 640) 4,492 040 _
(23.977) 10,304,827 {48.853) 10,231,898
= e (328 574 (329 574)
1,768 089 1,477 051 2,421,782 S6506 522
317,671 530,489 1,348,720 2,188,760
5,018,000 = = 5,018,000
{4,234 647) {4,207471)  (1,647,840)  (10,089,058)
(234,915 234,915 3 -
= (1,651,981) 1,551,081 3
145,016 5,530,553 T7E 445 6453015
- s (PAN,A91) (#AN,Fa1)
10012 Ldh han a1 /ARBIN E TR
Movemen| analysis for impairment losses for loans and advances 10 customers i as follows:
LU dUEE
MNT 000 MHNT 000
2,297,128 2,198 780
2,684 370 1,381,057
(329,574) (2B0,681)
5,666, 502 3287 126
2023 2022
MHNT 000 MHT'000
400,352 FAT BO3
15613 20,605
415,085 FG3.408

Cther receivables are unsecured, interest free and repeyable on demand, The recoverability of offer
receivables was asseszed with referance to the credit status of the debtors and the expected cradit losses
as al 31 Decamber 2023 and 31 December 2022 were considerad (o be minimal
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14 Intangible assets

2023 2027
MHNT 000 MHNT 000
Al cost
At 1 January and 31 Decamber B13B1E G10.818
Apcumuliated amortisation
Al 1 January 209, 7TX3 162,980
Charge for the year (Mate T) 45 553 46,743
At 31 December efbaTs 26,73
Net carrying valuz 365 542 401,005

Intangeble assets of the Group consist of lcenses for the LendMN system's exclusive rights-of-use in the
territory of Mongalia for lending activities and wallet transactions purchased from AND Systems Tech LLC,
a fellow subsidiary. The lending applcalion of the onginal platform was purchased in December 2016 from
AND Systems Tech LLG, which has customer on-boarding, credil scovng, Banzing back-end, cusiomes
support and reporting modules and the LendMN Application. The onae-time Bcense fee for the Lendhin
sysiem's exclesive righl of use amaourded o MMT 300,000 thousand.

Tha license agreemenis are not canceliable unless such is mulualy agreed, or the Growp no longer holds
itz lending licenzes, Although the license period is for 50 years, tha LendMN sysiem is amortised over 10
yaars based on mansgaement's best esbmats of the ussful lifa of each licerse

In August 2021, the Growp confracted with AND Solufions Pte. Ld, a related parly incorporated in
singapora, to upgrada the existing LendMM eystem varsion to LendbMM 92,0 with new modulas for MET
200,042 thousand. LendMb v2.0 [z amonised over 10 yoars
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At cost

At 1 January X023
Additicns

White-ofts (Mobe B)

At 31 December 2023

Acasnulated depreciaton
A% 1 Jameary 2023

Charge for tha year (Moda 7)
Whitee-offs (Mobe 8)

At 31 December 2003

et carmying amount

At cost

AL January 2022
Additions

White-offs (Mote 8)

At 31 Docember 2022

Accumulated deprecistion
Al 1 January 2002

Charge for the year (Mofe 7)
Write-offs (Node B)

Al 31 Decamber 20232

Wit carmying amound

Property and equipment

Furniture,
office Computers
eguipment and Offlce
and vahiclea el praent reravation Total
MMT'000 MNT'000 MNT D MHTBOG
273,523 402,760 203,636 BEre.919
8,350 73,143 13,644 99,137
{6,662} (54,922) {3,200 {54,784)
276,211 423,881 214,080 914,272
ar,0a1 254 254 144 409 G068, 440
30,428 o4, 782 67,2081 162,489
{2,831} {54,803) (3,200 (60, B34}
B4 6TE 04 48 208,480 GOE, 114
181,535 118,033 5,680 306 154
ZE2 456 313,174 203,636 803,206
15,095 &7, 340 - 112,435
{34,058) (T.F54) - (41,8123
27523 402,750 203,636 ava.919
70,5449 242 536 103,724 417,248
28,964 55,5944 40,645 126,583
[33,872) (2.521) - {(37,393)
a7, 0a1 254 559 1dd 408 508 445
208 442 107 801 o227 373,470

There were no borrowing costs capilalised as parl of properdy and egquipment and no property and

equipmen was pledged for any of the Group's liabilties.
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18 Right-of-use assats and lease liabilities

The Group has numerous lease conlracts for offce space and parking lots in two main bulldings, with leass
bermis ranging batwesn 1 to § years

During the year, the Group entered indo & new lease conlracd for office space with a ferm of 2 yvears, as
well &3 several amendments to a prévious confract 1o modify the scope or the lesss peyments on the
existing office lease,

The Group's cbligations under the leases are secured by the Iessor's title to the leased assets. Generally,
the Group is resiicied from assigning and subleasing the leased assels, The lsase conlbract has an
extension opfion allowing the Group to extend the lease ferm by 2 yesrs withow notfication and
prepayment. Far 3 termination oplion, the Group can cease the lease with 2 months prior nolice fram axpiry
date without additional peyments,

The Group also has cartain leases of parking lots with lease ierms of 12 months or lees and leases of office
equipmenl with low value. The Group applles the ‘shari-term lease’ and ‘lease of low-value assels'
recogrilion exemplions far (hese eases,

Sel oul bedow are the carmying amounts of right-of<ise assels recognised and the movements during the

period:

2023 0z
MNT 000 MMT 000
Al January 247 5492 A71,235
Additians 1,188,436 106.318
Charge for the year (Note 7) (407,918} (258 ,961)
Early lzase termination (57 45T ar
Al 31 Duecember 845852 217,502
Set out befow are the carrying amounds of lease liabilities and the movements during the parod:
2023 anz2
MNT'004 MHT'D00
AL 1 January 285,772 476,651
Additions 1168 4306 106,318
Accrelion of inlerest (Mola 5) 83,087 a0, 781
Leass payments {533, 203) {377 Q5E)
Early l=aze lerminatian = {52 450 -
At 31 December PE1.642 285,772
17 Borrowings
Intaresl 2023 2022
rate p.a. MNT 000 MMNT 000
Bonds (i} 14.0-18.0% 12,058 824 10,768 582
Lioams il 12.0-21.8% 28,520 602 11,768,024
Trust financng (iii) H.0-25.00 35,466 251 21,688,257
77,445 877 a4 223,863
a0
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1T Borrowings (Cont'd.|

i)

{4

On 2 July 2021 ang 12 Dacembes 2021, the Group publicdy issued 50,000 wnits and 25,000 unis of
bonds on the MEE amounting to MNT 5,000,000 theusand and MMT 2,500,000 theusand, each
instrumant with MNT 100 thousand nominal valie, 14% annusl coupon rate, hal-yearly coupon
peyment and guaranteed by 1% ultimabe parent company, AND Global Pte Ltd. The bonds matured on
2 July 2023 and 2 Decamber 2023, respectively.

On 4 Apl 2022, the Geoowg putdicly isseed 31,000 units with £ach instrumeant with MNT 100 thousand
nomiral value, 15% annual coupon rate, half-yearly coupon payment and guarantesd by the ultimata
parent company. The bonds mature an 3 Apnil 2024,

Cin & Sep 2023, the Groug publicly issued 80,000 units with each instrument wih MNT 400 thausand
norninal vaiue, 18.0% annual coupon rate, quarerly coupon payment and colfateralized by the parent
company’s shares in the Grougp, The bonds mature on 7 Sep 2025,

Im 2021, the Group oblaired MNT 2,845 000 thousand of subordinated debt from s parent company
AND Systems LLG with semi-annuel interest payment &1 14% p.a. and maturity in & years.

On 30 Decernber 2022, the Group obiained a credit line of MNT 10,000,000 thousand from AND
Systens LLC wilh an annual mierest rate of 18.0% and maburity in 1 year. In Oclober 2023, the abova
credi line conditions were amended with an increased annual interest rate of 19.0% and maturity in
Chgtobar 2025, The cradit line was fully draven 8g a8 31 Decernber 2023,

DOn 20 Octobar 2023, the Group oblained a credit ine of USD 3,000 thouserd from AND Systems LLG
with an annual inferest rabe of 12.0% due to mature in 2 years. Az st 31 December 2023 USD 1,029
thowsand was drawn on the credit line,

wn 27 Decarmbar 2023, the Group obdeined MNT 500,000 thousand loan from a commencial bank sf
an annual interest rate of 11.2% due o mefure on 3 January 2024, which was secured by a term
despasil of MMT 1,001,011 thousand,

Az at 31 Nerember W23, tha Grosp hed & credit line of USD 1,250 thousand (2022: USD 1,250
thoupand) from commenzial benks of a0 annual interest rate of 12006 dus fo maturs an 28 November
2024, which was collateralined by loans and advances to customers with camying smaunt of IS0 2,500
Ihecarsamnd,

The Group hod 8N | 3,00G000 thoussnd (2022 MNT 2,489,051 thousand) of loans wnder short-term
repo agreements. 3l inberes! rabes ramgeng =f 18.0-20.0% per annem &t year-and, whish wers
collateralized by loans and advances 1o customers with carmying amaunt of MNT 3,000,000 thousand,

I addition, the Grovp had MNT 4,555,000 thousand in foans from various financial institutions at
interasd rates ranging between 18.5-2000% per anrwum due 10 maturs in 2024

(i) As ot 31 Decomber 2023, the Group hed MNT 20,170,230 thoussnd [2022; MNT 2,361 420 thousand)]

Irust financing from third parties with monthly, quarterly or bi-enmual inlsrest payments al a rangs of
15.0-23.0% (2022 15.0-21.0%) per annum and matenes betwesn 7 January 2024 and 1 Decamber
2025, The Group alse had VS0 3,737 theusand (2021: USD 3,151 thowsand) frust financing from third
parlies, wilh monthly, quaredy or bi-annual interest payments & a range of B.0-13.0% (2022: 6.0
13.0%) p.a., and maeturites between B January 2024 and 14 December 2024. Loans and advances to
customens with Gamying amount of USD 2. 400,000 (2022; USD 2 400.000) were collaleralized for st

fimancing,

e |
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18 Asset-backed securities

2023 202
MNT 000 MNT'00D

Current
Axest-hacked secunlies 4 TOR 243 4 578 661

On 18 Oectober 2022, e Growp publicly issued 48 500 units of asset-backed secunties an the Mongalian
Slock Exchange, each instrument with MNT 100 thousand nominal value and coupan rate of 17% per
annum that s payable quarterly. Tha ABS ane secired by the Group's car loans with 8 canrging value of
MMNT 4,877 446 (housand (2022 MNT 4,733,316 thousand) as at 31 December 2023, The AES are dus o
masure cn 1 Movembar 2024.

19 Cther liabilities

2023 2022
MNT'000 MNT'O0D
Other financial labilities:

Due to companies and individuals 3,024,303 1,978,602
Diher pevakles 344, BE5 341,578
Total othar financiad liahildies 3,565 188 2320380

Crther non-fimancial liabilities:
Texes payable ciher (han income tax 422 452 215,375
Provision for undrawn commifments T2.245 __B6 858
Tatal pdher non-fnancial liabditios 4&3,6?? 307,004
Total other fabilites 3863865 2522 414

Fayables due o companies end individuals include payabies of MNT 1,310,015 thousand (2022: MNT
1,352,266 thousand) due 1o relaled parties (ses Note 23), The remaining balance eccounts for payabiles
s to partnering marchants and othar parles,

In complance willh IFES 8 shewads, e Gioup celulaled expected credit losses for wndravwn
commilments thad are highly patandial o bacome [oan products, Movermenls in e provision for undrawn

commitmants iw a6 e

2023 dldd

MNT'DO0 MNTO00

A1 1 Janiany BE 8RQ 28061
Impaimentireversal) on undrawn cofmitments (Note 6) (14.414) 57588

Al 31 December 72245 BE.6EE

20 Share capital and reserves

20.1 Share capital

The lotal authorised and issued share capial of the Company represents 800,000,000 crdinany shares
(2022: BO0,000,000% with par value of MNT 10 (2022; MNT 10§, All isswed ordinary shares are fully paid.
Each crdinary share carmiss omne vile

The immediate: parent company of the Groug is AND Systems LLG and the ullimate parent company is
AND Global Ple Lid, & company Inconporated in Singapore,

a2
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20  Bhare capital and reserves (Cont'd.)
20.1 Share caphtal (Cont'd.)
The shareholders and theair parceniages of ownership are ag followsa:

2023 2022

AND Systems L T6.0% 75.0%
Public 17.4% 4%
Treasury shares T.6% T.6%
100.0% 100.0%

During the year, the Group declared and paid dividends of MNT 1,203,778 thousand (2022: MNT 1,108,853
thousand) fo its sharehoidars.

20.2 Treasury shares

There were 80698, 317 shares (2022: 60650, 317 sharas) heid &5 treasury shares ag at 31 Deoamie
2023, Excluding thase shares, the lodal number of isswed shares as af 31 December 2023 was 738,201 583
shanes (2022: 738,301 683 sharas)

20,3 Other reserve

In June Z01E, AND Global Pte LK, the ulfimate halding entity of the Group, granted share awards to the
vircnep s by managemant persarnel The share swaed is arcointed for 8 an eopifyseetilod shorsbezod
paymeant fransaction a8 the Group does not have an obligafon to setthe the award. The award was
conditienal upon continuous employment with the Group and achisvement of non-market key porformance
indicatars for the financisl vear ended 31 Decambear 2018 Mo movement hes been made in cther reserve
during the year of 2023,

21 Risk management disclosures

21.1 Introduction

Tha main risks inherent in the Group's operalions are credil risk, Bguidity rsk and operational risk, al of
which ere controlled by the Group's Chief Exacutive Officer. Tha primany goal of risk management is o
allocate capkal 1o business sedmenls commeansurate with thel nskireward protles and to masamise the
Croup's risk-adjusied return on capkal through a process of ongong entibcation, meassurement and
monioning, subject to risk limile and other contrals. This process of risk management i3 critical 1o the
Group's conbnuing profilabilty and sach individual within the Group i sccountable for the riek exposures
retating to his or her respon sibdities.

The independeni risk conbrol process does nod include business dsks such as changes in the environmsnt,
technalogy and ndustry, They are monitored frough the Group's strafegic planning process.

The Graup has & fsk matagement frmmework which is not designed to eliméngte the risk bl 1o optimiss
the nsk and retumn trade off. The risk management framswork in plice is 0 ensure that

(i) Individuals who manage the risks clearly understand the requirement and mesisurement systam;
{ii} The capital allocation is consistent wilh the sk of exposures; and
(i} The Greup's parformanse objectives are aligned with the risk appetite and tolerance.

21.2 Risk managemeont structure

The Chiel Execulive Officer is cumendly responsible for the overall risk managemen! approach and for
approving the risk policy and the credt policy which specify risk appetite and telerance. On 10 May 2018,
tha sharehaolder appointed a boand of direciars with B members. In April 2079, the Chief Executive Officer
appointed a senior risk manager whose main cbhjectve wil be setting up the overall risk managermeant
slruciure of the Group. The Board has appointed an internal awdt dagariment on 21 August 2018,
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21 Risk management disciosures (Cant'd.)

21,3 Cradit risk

Existing circumstances and assumptions about fidure developments may change due o circumstances
beyond the Group's confrol and ane reflecied in the assumpfions if and when they oocur, [tems with tha
st slgnificant effect on the amounts recognized in the consolidated financial statements with substantial
management judgement endlor estimales are collated befow with respect b judgementsiestmates
irmvalved,

The Group has considered the Government of Mongolia, Financial Reguiaiory Cormmission and the Bank
of Mongolia's inerventiong in thelr ECL medel based on the available information. Management has
assaased that ihe risk of high inflalian continues o remain throughowt 2024 due to siate budge expendiune
growth ahead of fhe general election as well as fuel supply shortage as a resull of further restictions
possibly imposed by Russia, Tus, the Group contmees to reflect such ouwllook in its ECL model and
forward-looking  factors are adjusted wih the latest available data &5 of reporing date and for
MSCIOBGOMGMIG BEEnarig.

The Group has consldered potential impacts of the curent economic volstility in determination of the
reponted amourts of the Group's financial and non-finencial assets, and these are congidered fo repretent
management's best assessment based on observable informaton, Markets, howaver, ramain valatile and
ihe recorded amounts remdain sensHve b market fuctuations.

Impairment assessment

The main credit risk of the Group arises from boan kosses from s lending acivities, The cradit risk can arise
from 1} the credit limil approval process and 2) the handling of loan Hacycle after the boan disbursament
The credit risk from the credit limit approval procese can arise from approval of an Inappropriabe credit
emaunt with inappropriats fee level 1o.a customer due 1o inaccurate cradit scoring of fie LandMM System's
credil aooing module. The créedit sconng of the Group is based on a machine leaming algorihem that
constantly improves its credil assessment accurscy based on ils own hisforical credil data including late
repayments and overdue states of past bans, The machine leaming sysilem based on deap leaming
technology instantly updaing s cradit renring slgorithm an more coedif information s gothered by the

eyetam eall and adjusls hy modl seing algorithm proopcolivehy.

Management of the Group sets the credit emount intervals and fee levels and the LendMM system makes
thiz credt focison suismatecally and conalanily uadales ils comdil gouing alyu il Maagsaisnl o
the: overdue loans based on the targeted percantage for each maral of overdue loan as fo overdue mare
than 1 day, 30 daye, €0 days o B0 days.

The credit riak for the Group can also arise after the LendMN System's credit decision and the subsequent
Ioan dizbursements. The collection deparment togethar with the call center monitors the owerdue lnans
daily by idendifying any frends in the repeyment behaviowr of fs cusiomers. The collsction department
ensures thal the overdes loan nelificaion module of the LenddN System iz operating 88 effective as
possible and updates the nofification madula [fa trend @& noted in e repapmen behasiaur of fs cusiomers.

The call center supports the callection department by providing timely and accurate repayment gubdance
fo cusiomers under the direct supervision of the collsction desan maenl.

Defnition of defacl. The Group considers a financial instrument dafaulted and therefore Stage 3 (credit-
impaired) for ECL calculalions in &l cases when the bonower becomes 90 days past dua on his contraciual

paymants.

Probabilify of defautl, The probabilly of default (PD) is esfimated based on historical loss experience, as
afjusted for other factors described below.
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21 Risk management dizclosures (Cont'd.)
21.3 Crodit risk (Cont'd.)
Impairment assassmeant (Cant'd.)

Forward-iooking mformmation. The Group uses its historical level of loan loss provision and consdaned fhe
Eé?h'-'rl'rg forward-laoking macro-economic factors fo come up with & forward-looking probabiity-weighted
Monihly slale housshald consumplion,

Manthly M2 - money supply,

Monthly CPI {consumer price indax),

Change of manthiy housshold consumplion,

Monlily unemploymert rete,

hantivly avarage setary,

heanthdy foreign investment,

hanthly loan mtarest rate MANTY,

Monthly silver price,

Menthly Gini coefficient.

Ta detarmine which macro-economic variables are the best predictors of the fonward-looking PD for the
Growp's loan product, the Group has run & linear regression analysiz on e menthly PO for the last 82
months against those macro-economic variables and the final model consisted of monthly M2, monthly
CPIL mandhly siver price (2022; monthly heusohodd consumption) as the indepandent verizbles which are
considered 10 be the besi predictors of the PO

Expogure @ defawl, The exposure atb default (EAD) represents the grogs carying amoun] af Me Tnandcial
instruments subject to the Fnpairment calculation, addressing both the bormower's ability 1o incresss s
expasure while approaching default and potantis! early paymenls too.

Losz given defawll. With the exceplion of car loans, the Group calculated historical loss gven default (LGD)
on bans and advances o cuslomers manthly on its historical loan data betwesn March 2017 and
Dacamber 2023 besed on the faflowing formula:

LGD =1 — (Recovery of [oens over 90 days f Any loan over 90 days)

The same regression analysis thal was run on the historical PDs has been conducted on the historical 22
manthly LG0: and the final model corsisted of UM, percentage poand change of forsign investments,
monthly loan Inferest rate MNTA (2022: M2, househodd consumgtion, percentage point change of
househcid consumption and CP1) as the independant vakables. The model passed bolh the quaniitative
and qualitative thresholds statistically significant coefficient at confidence level of 85%, adjusted R-square
groir thom 40°% ond M-valus lower than 0004

The Group's epproach In assessing LGD on car Ioans & different from other products in their porifolic due
1o such loans being secured by the underlying vehicles purchased by the borrowers

The Group consdered the recoverability rate of defaubied loans from the collataral vahicles and evenlual
sale of the vehides. The Group calculated the present value of expectad future cash inflows from the sale
and calculated the waighted-sverage LGD rate. In estmaling the fulure cash inflows, managemant
collecied marke! data on the vehicles malching the portiolio of the Group from the moel broadly used
commarcial websites that are commondy used by valmtion specialists in assessing the market value of
properiiss and other assets on the Mongalian markel.
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21 Risk management disclosures |{Cont'd.)
21.2 Cradit righ (Cont’d.)

Impairment assessment (Cont'd,)

Loss ghven defaud (Conf'd.)

Crecd comversion faclor, The credit conversion faclor was eslimaled at 456.07% (2022 43.32%) based on
tha sverage facior durng (ke last B2-manth (2022 F0-month) historical daia.

Significant increase fn cred fisk. The Group continususly monitors sl asasts subject 1o ECLe. In arder 1o
detarmine whether an instrumant or a porfolo of instrumenis is subject to 12mECL or LTECL, the Groun
assesses whether there has been significant increass in credit rsk since initial recognifior. The Group
considers an expoaure o fave significantly ncreasad in credit risk when the loan balance becomes
overdue by 31+ days, where the loan will be classified (o Stage 2. If the loan balance becomes overdue by
90 days. the Group cansiders a default has occurned and the loan will be classifiad o Stage 3.

Arilysis of imputs fo the ECL model. An ovendes of the approach to estimating ECLs is set outin Mote 2
~Material sccopnfing policles and in Nele 4 - Critical accounting esfimafes, and judgements i applving
accounting pofickes. To ensure completeness and accuracy, the Group oblains the data used from third
party sowces (Sank of Mongolia, National Statistics Office #ic.) and verifies the accuracy of inputs to the
Group’ ECL models including determining the waights sttnbutable to the iliitifple Scenios,

Collateral and other crodil enhancements
Car leans are coldlaleralised by the underlying vehicles purchased by the bormowers.

The fair value of vehiclos held as collateral by the Group on thelr car ioan podfalio was MNT 7,503 million
(2022 MNT 2,817 million) 28 at 31 Decarmber 2023,

Segmenfation. The Group has considered segmenling its customers based on their warking seciors to
segregale them based on shared credit nsk charactensticz which might have become affected by the
pandemic. Based on the segmentation analysis padarmed by tha Group, thers iz no significant indication
of credlt risk Indcatar In the workng seciors. Uue to the short term nature of magorily of [he Gioup's loan
portiolia, the ECL madel can detect changes in risk default indicators on a fimaly basis. Therefore,
managemeant asseased that the risk af nod defecting any chenges in credit quelity al an individual level is
rranimal.

Macroacanaric scenanos. As the Group wees the multipls macroeconomis scenaries in its model, it has
updated ifs best cese, bage case and worstcase scenarios, The Group calcudated the final LGD and PD
rates by assigning probability weights of 20%, 60%, and 20% (2022; 15%, 60%, and 25%) for tha best
case, base case end worsl-case scenariog, respectively, In order to determine the probability of each
scenarnio to reflect the possible impacts managemend hes taken into consideration vanous economic factors
including fhe foredgn currency exchange resenves, the exchange rate of the MNT against US dollar, current
economic and poliical events, the performance of the mining sector of Mongalia and the State budget of
2024,
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21  Risk management disclosures (Saont'd.)
1.5 Markat risk

Marked risk & the risk that the fair value or future cash flows of financial instruments will fuctuate due to
changes in market variables such as interest rales or foreign exchange rates, The Group manages and
mionitare this msk element wsing sensitivity analyses.

21.58 Interest raie risk

The inferest rale risk & Eha risk thad the fairvalue or future cash flows of a finencial etrumesst will Aushaate
because of changes in market interest rates. The Group's intorast ale fsk erisas primarily from [oans and
advances 1o cusfomers, and borrowings. The Group does not use hedge instruments to manage infemst
Fale fisk. The Group's exposures to interest rate risk for changes in nterest rates primarily refates to the
Group's Bxed rate current accounts in the bank, loans and advances o customars and borowings. A5 of
the reporling date, the Group has not adopled sansilvily analysis o measure mierest aie sk due
principally o the fact that the Group has no significant fleating interest rate financial asseta and finandal
lsbilities an financial repording dats.

21.7 Forelgn currency exchange rate risk
The Group defines e Tongign cuntency exchzngs rate risk as polential loss dus 1o atverse changes in

currency exchange rates and thelr implied volatiity. The Group sets risk limits on fhe level of exposure by
foreign currencies, which are monitored on a frequent basis against the approved risk appetite.

2023 2022
Asaets Liakb(litbes Asgots Liabilities
MNT OO0 MNT 00D MNT 000 MMNT'000
Faoreign cumency-gentminated 2947 581 22,008,327 4 535,709 18.128,545

Foreign exchange sensitiviy analysls, The Group is mainly exposed to USD (referrad to as “foreign
currency” ), The following table delails the Group's sansitivity to a 10% strengthenimg or weakening in the
fareign curtency Ageainst the MNT The sensitiity analysis inclides only nutstanding foreign cumency
denomnated monetary items end adusts their translation af the period end for a 10% changs in forelgn
currency rale, This analysls assumes all other risk variables remalned congtan,

2023 2022
il g MNT'000 MNT'000
3 [1.205881W (1,148,165
Effact on profit bafore tax H-T0% S Hprirs

21.8 Operational risk

Operational riek is the probabdity of loss arising from syatam fallure, hurman arrors, faud, or exdernal
events. When condrols fail to perform, operational dissbfities can cause damage to reputation, have legal
or reguiatory Implications, and lead fo financial loss. The Group cannat eliminate all operational rist, but
through a dual conirol framework, segregation of duties bebyaen front-office and back-office funciions,
controfiad access to syslems, authorization and reconciliation procedures, staff education and assessment
processes the Group seeks to manage operational risk and reduce L
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22 Contingencies and commitments

LEIgili pm:‘-m{ﬂ'ng&. From time io bme and in e normal course of business, claims .agniwt thi Erl:.up
misy be recaived. On the bask of own ealimates and interngl professional advics, managemant is of the
opinion that no material losses will be incurred and accordingly no provision has besn made i these
consolidated fimancial statements.

Tax leglsfation. Mongedan tax, currency and customns legislation is subject to varying intespretations, and
changes, which can obour freguently, Masagemant's intarpretatéon of swech lagislation as applied o the
ransactions and eclivity of the Group may be chalisnged by the relavant authoriSies.

Tha Mongokan tsx suthoniles may be laking &8 more assedive pasition in their inferpretation of the
lzgislation and sssesamentz, and |l & possible thal fransactions and actiwvities that have not baen
challenged in the past may be challenged by tax sdhanliss, As a result, significand addilional taxes
perattes, and inferest may be essessed. Fiacal pariods remain open 1o review by 1he authodlies in respect
of taxes for five calendar years preceding the year of review. Under certain circumstances reviews may

cover longer periods.

The Mongolian tax legislation does nol provide definitve guidance i certain sress, specifically in areas
such as VAT, withhokiing tee, corporate income tax, peraanal income s, Fansfer pricing and other areas.
From fim= to time, the Group adoplz iMerpretations of such uncerlain areas that reduce the overall 1ax
rate of the Group. As noled above, such tex positions may come under helghtened sorliny a5 8 resilt of
recard dewelopments in adminisiralive and court practices. The impact of any challenge by the tax
aulhonities cannod be reliably estimated, however, it may be signifizant to the financial posiion andior the
owvarall oparations of the entity.

Managemeni believes that its inferpretation of the relevant legislation ks appropriate, ard the Group's
positicns related to tax and ofhar legisiation will be sustained. Managament belioves thal ko and legad
rieks are rernole al present, The management performs regular re-assessmeant of tax risk and its pasiton
gy change in the fulure as a result of the change in conditions that cannol be anfidpated wilh sulficen

certainty at present,

Lreail related commitments, |he prmary purpose of thesae mstruments s to ensuee that funds are
available fo a cuslomer as reguired. Comméments to extend credil represend unused poricns of
adhorised credt ne in the forms of LendMH instant loans. Even though these oldigations may nol be
recognised on the stalement of financial posiion, they contain cradit risk and, therefore, form part of the
cwerall risk of the Group, The Group can be exposed to loss n an amount egual to the taial unused cracit
commitments, Howewvar, the likely amount of loss is less than the total unused commitments since mast
commitments o extend cradit are contingent upon customers maintaining specific credil standards.

The nominal gross value of undrawn credit commitmenis of the Group as of 31 December 2023 was MNT
4,783,209 thousand {31 Dacember 2022 MNT &.248 203 thousand),

23 Related party transactions
Bakances and fransaclions with related parties ae discliozed below

The key management compensations for 2023 and 2022 are presented below:

2023 2022

MNT 000 MNT 000

Salarios and bonus 384,091 445 6550
Socisl and health insurenca 47 a6 55505

431,687 501.255
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23 Related party transactions (Cont'd.)
Af 31 Decambar 2023 and 2022, the outstanding balances with relatsd paries were as folows:

2023 2022

Hotes MNT 000 MNT'000

Loans to related paries = LendMM systam i 371421 1,260

Subordinated debt received fom parent company

{Mose 17} {iiy 2048 485 2,945,303
Leans from refated parties (MNate 173 {ii 13,831 662 1,040,528
Payables to related parties (Note 15) (i 1,310,015 1,362 266
Wallel balances held by related parties (i 1,389,145 E74.770
Chhar receivabdes from related paries (i) 24 658 22,678

The Income statement foms with related parties Tor the year Bwen ended 31 Decomber 2023 and 2022
werg 85 follows:

2023 2022
MNT'MD MNT'000
Inleres) income on loans to relatad pasties —

LandMHN system i 28,828 1,101
Interast income on kans o relaled parties - 8,328
Inferest expenses on subordinaiesd debt and

ans frorm related paries {iy 523,004 445 354
LendMN system maintenance fea (Node 7) (i 2,222 570 1,197 607
Fee income on senvices provided (o related parfies i) 80,434 12.303
intemel service fees vl 23,650 2500
Menapemant sarvice fees (v} FO0,000 430,000
Walls! service faes [l 241,504 167, 820

(1) During the year, MNT 1,016,600 thousand (2022: MNT 37,726 thousand) of loans were drawn out
through LendMN svstem by key managemeant personngl of the Graup and is immedinte parent, nf
which MNT 545,178 thousand (2022 MNT 39,325 (housand} was repaid. Cutstanding acorusd
interest receivable was MNT 10,854 thousand (2022 MNT 15 thousand),

) In2021, the Group obtained MNT 2,845,000 thousand of subordinated dabt from its parent company
AND Systerns LLC with sami-annual interest payment at 14% p.a. and maturity in 5 years (see Mofe

17).

O 30 December 2023, the Group obiained & credit line of MNT 10,000,000 thowsand from AND
Systems LLC with interes! rate of 18.0% p.a. and malurity in 1 year, of which the Group had dravn
MNT 1,000,000 thousand a5 & year-and. In Octsber 2023, the above credit ne conditions wers
amendad with an incressed interest rate ol 18.0% p.a. and maturity in Octobar 2025, The credit fne
was fully drawn as al 31 December 2023,

On 20 October 2023, the Group obtained a credil line of USD 3,000 thousand from AMND Systems
LLC with an annual interest rate of 12.0% due fo madure in 2 years. As at 31 December 2023, USD
1,028 thowsand was drawn on the cradit ine.
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23 Related party ransaclions (Cont'd,)

(il

(i)

(vl

(vi)

Effective from 1 July 27, the Group signed 3 maintenancs and servics agreament with AND
Systems Tech LLC for en-poing maintenance of LendMN system. The monthly fee peyable to AND
Systems Tech LLC under this agreement is datermined based on the number of lending iransactions
during & manth and is payable an a monthly bagis, In addition, on 1 Novernber 2018, the Group
signed an additional maintenance and service agresment with AND Systems Tech LLG for the walla
syalam's on-going mainienance and suppor senvices. The number of walkel ransactions {excluding
koan relatied fransections} are the basis of the fes cakulation and payable an a monthly basis. |n
2021, the Group signed an amendment maintenance and senice agresment with AND Solutions
Fle Lid. and AND Systems Tech LLC for LendhM system's on-going maintenance snd sernvice snd
started to pay manthly maintenance service fee to AMD Solutions Ple Lid.

Asal 31 Decamber 2023, payalias 1o related pasties included MNT 1,119,614 thowsand due ta AND
Solutions Pte Ltd for technical services received, ea well as maintenance and licensing fees, MMT
21,141 thousand due to Superlp Wallet LLC, MNT 160,762 thousand due to Digital Mall LLC and
MKT 8,498 thousand due 1o AND Sysiems LLC.

The Group places cash in bank accourts held by fellow subskdiary SuperUp Wallet LLG to be used
by Superlp apslication users for purposes such as loan withdrawals o purchases on credit. The
balances hald by Suparlp Walkel LLC armounied to MNT 1,283 145 thousand a8 & 31 Decamber
2023 (2022 MNT 674,779 thousand),

Othar receivables due from refated parbes include MNT 24,653 thousand (2022 MNT 3458
thousend| due from Superlp Wallet LLC relsting to wallet balances, As at 31 December 2022,
recaivibles due from related paries atso hcleded WMNT 19,230 thousand due from OWNDO LLE for
call centre services pravided and internet services recaved,

Fees eamed for senices provided o refabed parties, inchuding ONDO LLC and Dégital Mall LLG,
amounted to MNT B0,434 thousand (2022 MNT 12,303 thousand), while fees incured on internet
sarvices received from ONDO LLC amounted fo MNT 23,680 thousand (2022: MNT 3,600 thousand)
during the year. The Group receives management consulting services from its parent company AND
Systerms LLC. On T Fobruary 2023, o contract amondment waa rmade in accordance with which the
monlhly managsment consulbing sarvice ke was Feomasod T MNT 40,000 §wussnd e MNT
&0,000 thausand par manth,

Fifertive from 31 July 2020, the Group cigned a Wallal Paymaont Sorvioo Agroomont with EuporUp
Waalesd L1 Thin ivawnllily Tees juagalabs B SuperUip Wadet LLG under (his agreamant Is detarminad
Basad on the numiber of waled transactons dunng the month and 15 payabie on & monthly basis,

41




LendMN NBFI J5C and its subsidiary

MNotes to the Consalidated Financial Statements — 21 Decembar 2023

24 Maturity analysis of assets and liabilities

The table shows an analysis of sssets and liabifities analysed aceording to whan they ans expected to be
recoverad or settled. See Note 21 for the Group's confractual undiscounted repayment obligations

Less than More than
12 months 12 montha Tatal
MNT 0D MM T 00 MM GO0
At 31 Dacember 2023
Financial assets
Cash and cash eguivalents 7.BA5 G50 - 7 BEE S58
Loens and advances o customars B9, 266,143 54,176,230 123462273
[Hher azsels 415 265 - 415 965
77 588,075 54 176,230 131,764,308
Hon-financial assets
Prepay meants 35,875 - 55,875
Intangibbs assats - 355,542 355,642
Prapery and asquipment = 308 158 306,158
Right-of-use Aesels - 945 652 045 652
Dederred lax assets - 41,318 A28
55,975 1,648,670 1,704 645
Total T 5404 051 55,624,900 1353, 4686 951
Fimancial Habllites
Lease liahilies 289,733 £51,900 081,642
Bormowings 44 245 353 33,200,324 TT 445677
Aasel-backed seouridies 4,708,243 = 4,798,243
Othar liabilities 3,368,188 - 3,369.1ER
52, 702517 33 892233 A6.584, 750
Mon-financial liabllites
Other kabilitie=s 484 577 - 484 BTT
Ieame tax payabls ERIELBITE = A oML 84
Cafarrac ba Bablliy - 4,044 0 044
4,133,448 [04a4 A 142 262
Total 56,835 /34 A3.801 277 0,797,012
Net 20,808,318 21,8923 623 43,731,509
47
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24  Maturity analysis of assets and liabilitles {Gont’d.)

Less than Maora than
12 months 12 moanths Total
MHNT DD MNT (00 MNT D00
At 31 December 2022
Financial assets
Cash and cash cquivalents S217,50 - 3,217,581
Loans and advances ta customars 64,586,683 4,999 E47 B0 586 280
Dbl nstroments at amortised cost 172,230 - 172,230
Other asseta TEE,A00 = TEB 400
0,744 503 4,950 597 75,744, 500
Mon-financlal assets
ments 45437 - 45437
Intangibde assels - 441,095 401,085
Praperty and equipmani - 373470 Ir3.470
Right-of-uae sazels - 217,682 217 502
Deferred tax assets E 76 E63 TB,853
45437 1068820 1,114,357
Total 70,790,340 6,068,417 76,858 757
Fimancial lizbilities
Leags liahiliges 285,712 - 285 iz
Borrowings 33,0066, 258 11,158,607 44,225, 863
Assat-backed saciritins - 4 679651 4 679 661
Ciher kabilites 2320 380 - 2,320,380
35672408 15830, 768 51,511,878
Non-fimancial Hakdlittes
Other liabllities 30,054 - 302,034
Tivcaing lax peayaliks 815,146 - Hih, 146
1,117.160 1,117,180
Iotal 36, 7A0 A0 15,839,268 52 628,856
et — 34000762 ___ (0770861) ___24.220.01

25 Evenls after the end of reporting pericd

In Janwary 2024, the Group obtained MNT 3,749,000 thousand and USD 94,500 of frust financing from
third parties at inter=et rates of 18.0-21.0% and 10-11.0% per annum, respectively, with maturities rangng

batwesn three months and one year.

In the same month, the Group also issued 30,000 units of closed bands al a par value of MNT 100
Iheusand nominal valve, with quarerly coupon payments at 18% p,a. The bonds are o mature on 18 June
2025,




